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BRIEF HISTORY OF FLOOR ACTION ON H.J. RES.
324

[From the Congressional Record-Daily Digest]

FRIDAY, JULY 10, 1987

SENATE
MEASURES REPORTED: Reports were made as follows:
H.J. Res. 324, to increase the statutory limit on the public debt.

Page S9706

TUESDAY, JULY 21, 1987

SENATE

PUBLIC DEBT LIMIT INCREASE: Senate began consideration of H.J.
Res. 324, to increase the statutory limit of the public debt. Page
S10373

Senate will continue consideration of the joint resolution on
Wednesday, July 22.

THURSDAY, JULY 23, 1987

SENATE
PUBLIC DEBT LIMIT INCREASE: Senate continued consideration of

H.J. Res. 324, to increase the statutory limit on the public debt,
taking action on amendments proposed thereto, as follows: Pages
S10546, S10568, S10571

Rejected:
(1) By 25 yeas to 71 nays (Vote No. 211), Chiles modified Amend-

ment No. 626, to revise the procedures set forth in the Balanced
Budget and Emergency Deficit Control Act of 1985. Page S10568

By 71 yeas to 25 nays (Vote No. 210), three-fifths of those Sena-
tors duly chosen and voting having voted in the affirmative, Senate
waived the Congressional Budget Act of 1974 with respect to con-
sideration of Chiles Amendment No. 626. Page S10579

By 50 yeas to 47 nays (Vote No. 209), Senate earlier tabled Do-
menici Amendment No. 630 to the motion to waive the Congres-
sional Budget Act, listed above, in the nature of a substitute. Page
S10578

(1)
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(2) Domenici-Gramm Amendment No. 631, to revise the proce-
dures set forth in the Balanced Budget -ad Emergency Deficit Con-
trol Act of 1985. (Amendment fell with the vote listed below.) Page
S10580

By 47 yeas to 49 nays (Vote No. 212), three-fifths of those Sena-
tors duly chosen and voting not having voted in the affirmative,
Senate failed to waive the Congressional Budget Act of 1974 with
respect to Amendment No. 631, and the amendment thus fell. Page
S10584

THURSDAY, JULY 30, 1987

SENATE
PUBLIC DEBT LIMIT INCREASE: Senate continued consideration of

H.J. Res. 324, to increase the statutory limit on the public debt,
with additional amendments proposed thereto, as follows:

Pending:
Gramm Amendment No. 645, to revise the procedures set forth

in the Balanced Budget and Emergency Deficit Control Act of 1985.
Page 510920

Senate will continue consideration of the joint resolution and
amendments proposed thereto on Friday, July 31.

FRIDAY, JULY 31, 1987

SENATE
PUBLIC DEBT LIMIT INCREASE: By 54 yeas to 31 nays (Vote No.

224), Senate passed H.J. Res. 324, to increase the statutory limit on
the public debt, after taking action on additional amendments pro-
posed thereto, as follows: ,

Adopted:
(1) By 71 yeas to 21 nays (Vote No. 218), Gramm Amendment No.

645, to revise the procedures set forth in the Balanced Budget and
Emergency Deficit Control Act of 1985. Page S10983

(2) By 58 yeas to 35 nays (Vote No. 216), Johnston Amendment
No. 647, to provide for a debt limit of $2,800,000,000,000, until May
1, 1989. Page S10990

(3) Moynihan-Riegle Amendment No. 648, to specify the treat-
ment of the Social Security Trust Funds in the event that the stat-
utory limit on the public debt is reached. Page S10995

(4) By 84 yeas to 4 nays (Vote No. 223), Grassley Amendment No.
653, to prevent increases in the rates of pay of Members of Con-
gress and certain other officers and employees of the Federal Gov-
ernment under the Federal Salary Act of 1967 without the approv-
al of Congress. Page Si1026

Rejected:
(1) By 41 yeas to 52 nays (Vote No. 217), Johnston modified

Amendment No. 649 (to Amendment No. 645), of a perfecting
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nature, to lower the deficit targets for fiscal years 1988 and 1989.
Page $10997

(2) By 41 yeas to 48 nays (Vote No. 220), Evans Amendment No.
650, to provide that during a two-year period each title of any joint
resolution making continuing appropriations that is agreed to by
both Houses. of the Congress in the same form shall be enrolled as
a separate joint resolution for presentation to the President. (By 43
yeas to 49 nays (Vote No. 219), Senate earlier failed to table the
amendment). Page Sll010

(3) Conrad-Boschwitz Amendment No. 651, to reduce spending for
fiscal year 1988 by 2 percent. (Amendment was ruled as not in
order. By 36 yeas to 53 nays (Vote No. 221), Senate earlier failed to
waive section 306 of the Congressional Budget Act with respect to
consideration of the amendment.) Page S11023

(4) Humphrey Amendment No. 652, to repeal the pay raises
granted to Members of Congress and certain officers and employees
of the Federal Government. (By 49 yeas to 40 nays (Vote No. 222),
Senate tabled the amendment.) Page S11025

Senate insisted on its amendments, requested a conference with
the House thereon, and appointed as conferees Senators Bentsen,
Moynihan, Matsunaga, Chiles, Hollings, Levin, Packwood, Dole,
Armstrong, Domenici, and Gramm. Page S11029

TUESDAY, AUGUST 4, 1987

HOUSE

DEBT LIMIT INCREASE: House disagreed to the Senate amend-
ments to H.J. Res. 324, increasing the statutory limit on the public
debt; and agreed to a conference. Appointed as conferees: From the
Committee on Ways and Means: Representatives Rostenkowski,
Gibbons, Pickle, Rangel, Stark, Jacobs, Jenkins, Russo, Matsui,
Duncan, Archer, Crane, Schulze, and Thomas of California.

From the Committee on Appropriations: Represenatives Whitten,
Smith of Iowa, Murtha, Traxler, Edwards of Oklahoma, and Lewis
of-California;

From the Committee on Rules: Representatives Pepper, Moakley
Derrick, Beilenson, Frost, Latta, and Lott;

From the Committee on Government Operations: Representa-
tives Brooks, Conyers, Waxmap, Synar, Horton, and Walker;

From the Committee on the Budget: Representatives Gray of
Pennsylvania, Leath of Texas, Williams, Wolpe, Gradison, and
Mack; and

As additional conferees: Representatives Foley, Ford of Michigan,
Obey, Aspin, Oakar, Panetta, Fazio, MacKay, Frenzel, Regula,
Gregg, Martin of Illinois, and Johnson of Connecticut. Page H7026

Agreed to the Michel motion to instruct House conferees to agree
to language that would restore an automatic (as opposed to discre-
tionary) procedure for sequestration as part of the Balanced Budget
and Emergency Deficit Control Act of 1985 in a manner that is con-
stitutional and that allows flexibility in military personnel ac-
counts for the purpose of protecting United States combat readi-



4

ness (agreed to by a recorded vote of 267 ayes to 156 noes, Roll No.
2,98). Page S47021

THURSDAY, AUGUST 6, 1987

HOUSE

BILLS REPORTED: Reports were filed as follows:
H. Res. 247, waiving certain points of order against consideration

of the conference report and any amendments reported from con-
ference in disagreement on H.J. Res. 324, increasing the statutory
limit on the public debt (H1. Rept. 100-277);

MONDAY, SEPTEMBER 21, 1987

HOUSE

BILLS REPORTED: Reports were filed as follows:
H.J. Res. 324, increasing the statutory limit on the public debt

(H. Rept. 100-313). Page H7734

TUESDAY, SEPTEMBER 22, 1987

HOUSE
DEBT LIMIT: By a yea-and-nay vote of 230 yeas to 176 nays, Roll

No. 330, the House agreed to the conference report on H.J. Res.
324, increasing the statutory limit on the public debt-clearing the
measure for Senate action. Page H7791

H. Res. 247, the rule which waived certain points of order against
the conference report, was agreed to earlier by a yea-and-nay vote
of 325 yeas to 84 nays, Roll No. 329.

WEDNESDAY, SEPTEMBER 23, 1987

SENATE

PUBLIC DEBT LIMIT EXTENSION-CONFERENCE REPORT: By 64 yeas
to 34 nays (Vote No. 262), Senate agreed to the conference report
on H.J. Res. 324, to increase the statutory limit on the public debt.
Page S12534

WEDNESDAY, SEPTEMBER 30, 1987

NEW PUBLIC LAWS

H.J. Res. 324, increasing the statutory limit on the public debt.
Signed September 29, 1987. (P.L. 100-119)



[From the Congressional Record-Senate, July 10, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(p. S9706)

REPORTS OF COMMITTEES

The following reports of committees were submitted:
By Mr. Bentsen, from the Committee on Finance, without amendment:
H.J. Res. 324: A joint resolution increasing the statutory limit on the public debt.

(5)



[From the Congressional Record--Senate, July 21, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(p. S10373)

Mr. BYRD. Mr. President, exercising the authority that the
Senate ordered recently, and after consultation with the distin-
guished Republican leader in accordance with that order, I now ask
the Chair to lay before the Senate the debt ceiling measure.

The PRESIDING OFFICER. The clerk will report the debt ceiling
measure pursuant to the unanimous-consent order.

The legislative clerk read as follows:
A joint resolution (H.J. Res. 324) increasing the statutory limit on the public debt.

The Senate proceeded to consider the joint resolution.

(6)



[From the Congressional Record-Senate, July 23, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(pp. S10546-S10555, S10568, S10571-S10584 and
S10618-S10632)

The PRESIDING OFFICER. The clerk will report the pending busi-
ness.

The assistant legislative clerk read as follows:
A joint resolution (H.J. Res. 324) increasing the statutory limit on the public debt.

The Senate continued with the consideration of the joint resolu-
tion.

Mr. CHILES. Mr. President, I intend to offer an amendment short-
ly which will revive the Gramm-Rudman-Hollings law.

The amendment restores tLe automatic sequester provision, and
removes the illusions that crept into the law at the outset.

For the last several days, a number of Democrats and Republi-
cans have been meeting on this issue. In the end, we didn't agree.
But at least we got together. I can't help but think that if our
phone calls had been answered earlier in the year, we might have
all this behind us now.

But here we are-nearing the end of July-and we still have
plenty ahead of us. So we've got to get down to business. We are
moving on with this amendment because we're confident it will
make Gramm-Rudman-Hollings work.

The Reasons For Action (I)

The message of this amendment is sharp and clear. We want to
make Gramm-Rudman-Hollings stronger so we can eliminate the
Federal deficit. And the reasons we need to act decisively were
made just as sharp and just as clear last week at a hearing of the
Senate Budget Committee.

We met to consider ideas about improving Gramm-Rudman-Hol-
lings. We heard from the Director of the Congressional Budget
Office and from the Director of the Office of Management and
Budget. Here's part of what we heard.

The Congressional Budget Office gave us revised estimates that
showed the Federal deficit climbing and staying high for the next
several years. I'll get to the "why" in a minute. But, first, let's talk
about how much, and -let me illustrate by talking about the deficit
estimates for just 2 years, fiscal 1989 and fiscal 1990.

(7)



8

According to the targets in Gramm-Rudman-Hollings, the deficit
for 1989 is supposed to be $72 billion. The revised deficit figures
from the Congressional Budget Office put the projected baseline
deficit at $198 billion.

What does that mean? It means that in just 1 year the deficit
would have to be reduced $126 billion.

The 1990 deficit under Gramm-Rudman-Hollings is supposed to
be $36 billion. Tne newly projected baseline deficit is-$183 billion,
or $147 billion higher than planned.

So that's the how much side of things. If you want to hear about
why the deficits are so high, the Congressional Budget Office had
something to say about that, as well.

Part of it stems from that so-called deficit-neutral tax law ap-
proved in the last Congress. It wasn't really neutral. In fact, it adds
a total of $30 billion to the deficit during fiscal 1988 and 1989.

Then, of course, there's the matter of economic assumptions. In-
flation and interest rates for 1987 and 1988 are now higher than
originally predicted, while real economic growth is lower. I remem-
ber there were a lot of skeptics in the Sehate about the rosy predic-
tions for the path of the economy. I was one of the skeptics. The
problem is, there just weren't enough of us.

But the facts are there. We aren't growing as fast as projected,
inflation and interest rates are up, and so is the deficit.

The Reasons for Action (II)
Before I talk about the actual provisions of the amendment, I'd

like to take a little time to talk about two other key events that
make the amendment essential.

Back in December 1985, when Gramm-Rudman-Hollings was ap-
proved, some assumptions were made about what the size of the
deficit was at the time. The only trouble is, the assumption was off
by something like $50 billion.

When the annual targets were establistl-ed, they were all tied to
that original figure-the figure that made the deficit look $50 bil-
lion lower than it really was. Ever since, we've had continual frus-
tration. No matter what we did, the deficit was never down to the
target.

Was it a lack of will power? Well, I don't want to discount that
possibility. But the fact is, if you plan to cut the deficit about $36
billion a year but begin with a deficit $50 billion higher than you
thought, you always come up short no matter what you do.

The second event-which took place in July 1986-was the Su-
preme Court's decision to remove the automatic sequester provi-
sion. That sort of took. the teeth out of the tiger and made us
secure in the idea that we might get scratched, but we won't get
bit.

Gramm-Rudman-Hollings was designed with two kinds of en-
forcement mechanisms. One was a basic sequester formula that
said if Congress and the White House can't agree on enough sav-
ings in a given year, then we devise enough additional savings, put
it in a bill and pass it. That was the "fall back" provision, and
we've found it to be about as tough as tissue.



9

But the automatic sequester provision was the primary enforcer.
If we failed to work out a budget, then the responsibility was re-
moved from our hands. A third party would determine by what
percent all the nonexempt programs would have to be cut, and
they would be cut.

Frankly, it was an awful provision. It was so bad, it was to be the
outcome everybody would work hard to avoid. It would virtually
demand that we all cooperate. But that's what the Supreme Court
struck down on separation of powers considerations.

Sequester

Mr. President, this amendment will restore the automatic se-
quester provision, and revise it to overcome the constitutional ob-
jections.

To begin with, the sequester provision would insure that the defi-
cit would be reduced $36 billion every year. While Congress and
the President could agree to cut the deficit by more than $36 bil-
lion in any given year, the amount of the sequester would not be
allowed to exceed $36 billion.

Sequester can be avoided if overall savings are such that the defi-
cit reaches or falls below the new target levels. It can be avoided if
the deficit is cut $36 billion as a result of all legislation enacted
since the beginning of the current fiscal year.

If Congress and the President make progress, toward the $36 bil-
lion annual reduction, but come up short, then the size of the se-
quester would be equal to the remaining difference.

Automatic sequester is the heaviest sort of artillery. It can do a
great deal of damage if the trigger is pulled. It could damage na-
tional defense. It could devastate critical domestic programs. But if
the specter of sequester is what's needed to force cooperation, then
it's worth having.

This amendment repairs the mistakes made on the deficit targets
when Gramm-Rudman-Hollings was adopted. The new deficit tar-
gets are based on the clearest, most direct assessment we have of
projected baseline deficits.

For 1988, the target is set at $150 billion. For 1989, the target is
$130 billion. In 1990, it will be $90 billion, and in 1991 it will be $45
billion. The target for 1992 is zero.

Now, Mr. President, it's important that we have an accurate idea
of reasonable deficit targets. But perfection is a rare thing in this
world, and it's even harder to find in Congress. So while perfection
is a fine goal, progress is the most important product.

This amendment assures that there will be $36 billion in deficit
reduction every year. If we were to rely solely on fixed deficit-re-
duction targets, and we hit a recession, those targets wouldn't be
credible. Moreover, it's not only unrealistic, but it actually feeds a
recession.

It's understood that as the economy grows worse, the baseline
deficit goes up, putting more distance between the expanding defi-
cit and the deficit target. The greater the distance between the
baseline deficit and the target, the more you have to cut.
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On the other hand, when the economy is improving, you are re-
quired to cut less. That, it seems to me, undermines the discipline
we're trying to achieve.

To illustrate, this year Congress made a good-faith effort to get
$36 billion in genuine deficit reduction. But now we are told by the
Congressional Budget Office that the actual deficit is much higher.
With a fixed target, regardless of our previous effort, we would be
forced to go back and find billions more in savings or cuts. And
that is just not realistic.

So either way you look at it, the fixed targets are more a politi-
cal emblem than they are an effective tool in the effort to elimi-
nate the deficit.

Who Decides the Size of Sequester

Mr. President, the reason Gramm-Rudman-Hollings fell on hard
times so fast was over the question of who determines the size of
the sequester. That issue was at the heart of the Supreme Court's
ruling.

This amendment repairs the constitutional problem, and does so
in a way that involves the work of three agencies, with ultimate
authority vested in the Congress and the President. The agencies
involved are the Congressional Budget Office [CBO], the Office of
Management and Budget [OMB], and the General Accounting
Office [GAO].

The amendment requires up to three review points in which the
agencies participate. These review points take place at the end of
July, mid-September, and mid-October.

Let me illustrate the process by focusing on the July event. The
Office of Management and Budget together with the Congressional
Budget Office issue a report on July 25. The report contains their
joint estimate of the net deficit savings as of that date, and any re-
quired sequester amount-should those savings fall short of the $36
billion in mandated savings.

On July 29, after reviewing this report, the General Accounting
Office issues a report confirming or challenging the figures.

On the following day, July 30, a fast-track, nonamendable joint
resolution comes before the Congress. Both Houses must vote to
certify the figures, and it requires the President's signature. That
process puts us all on notice about where we are and how much
farther we have to go.

Let us skip, now, to the October process. October 1, the sequester
order is to take effect. But this amendment gives us one last
chance. If Congress and the President have reached no agreement
at all on deficit reduction, we would be up against a $36 billion se-
quester order. If we have made some progress, we would have until
October 15 to finish the job.

If, however, we've made some savings but not the required $36
billion-and were still unable to agree on additional savings-the
sequester amount would be the difference between $36 billion and
how much we have already saved. We would still have the chance
to make the remaining savings on our own. If we failed, sequester
would take place.
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For the last several days, we have had some disagreements over
the role that OMB would have in this process. The administration
obviously prefers a freer hand for OMB to decide the sequester
amount. I personally think that is a mistake.

I will just point back into the previous time that I have been
here, or the 17 years now that I have been here, I have never
known OMB to be neutral. It is an arm of the branch of the execu-
tive. During the tenure of Presidents of both parties, I have always
seen OMB operate in that way. I think whatever is in the best in-
terest of the executive, the administration that is in power at that
time, that is the way OMB operates and that is the way their num-
bers operate.

On the other hand, we have created the Congressional Budget
Office and tried to make that a neutral, professional agency. To
date, I do not now know of many people that grade it as being par-
tisan. And we have seen CBO Directors that were Democrats and
Republicans. We have seen both Houses controlled at one time by
Democrats, as they are now, and one time a split and the President
of another party. But in the past history, I do not know anyone
that now points that CBO as being a political agency. That is not to
say that that perhaps could not happen in the future or it could
become purely a whipping boy or a lever for the Congress, but I
have not seen that happen in the past.

But our dispute was whether you put OMB in charge and say
that you would have some neutral figures.

Last year, we wrote in 13 economic variables that OMB would
have to consider even after that. I do not think that that is
planned to be done this year in the plan that the Republicans are
proposing. But last year, in an effort to try to reduce the partisan-
ship or reduce the advantage that OMB might have, the Senate
wrote in 13 economic variables that they would have to consider.
We subsequently found out that it would be possible, even with
that, for OMB to juggle these variables to effect the sequester
amount.

If you consider what has already happened this year you can see
the opportunities for trouble. The OMB snapshot this year showed
a substantial lower deficit than the one determined by the Congres-
sional Budget Office.

Our budget resolution included a deficit of $134 billion, according
to the Congressional Budget Office. Now they tell us it is already
up to $152 billion because of shifting economic conditions.

I am not suggesting any sinister motives here, but we all know
that when it became clear that there was no way to reach the $108
billion deficit target, we ran into a blizzard of eccentric economies
to prove that it was really possible when it really was not. We
want to avoid that in the future and the best way to do that is to
triangulate the numbers to try to get a fix on them by involving
more people rather than vesting authority in a single agency.

Mr. President, ultimately, when we started out in our fix, in
order to simplify it, we were going to have the predominant factor
be the Congressional Budget Office. It was our feeling that this had
been a neutral agency-historically, it was supposed to be profes-
sional, not always right, but had been neutral and was designed to
be that way-and that we would give the power to them.
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There was a concern on the part of the Republicans that we were
negotiating with that CBO might not always be neutral, that it
might change in the future, and that OMB also deserved a role and
should be entitled to a FoleAnd so we began to move into that di-
rection. But we did not want to give the entire role to OMB, given
their markup, given their historical way of operating and the total
history that we see there. So we went back to the role of putting
CBO and OMB and GAO into the net of trying to come up with fair
figures and having those figures come through the Congress.

Ultimately, Mr. President, the best way to avoid sequester is for
the Congress and the White House to act responsibly, to work to-
gether to make direct choices to reduce the deficit $36 billion every
year until the deficit is gone.

Additional Changes

This amendment does make a series of other changes. And nota-
ble among them is that savings from asset sales cannot count
toward deficit reduction for the purposes of avoiding or reducing a
sequester.

The amendment makes a series of other changes, and notable
among them is that savings from asset sales cannot count toward
deficit reduction for purposes of avoiding or reducing a sequester.

It also deals with the key issue that's become known as "defense
flexibility." Our amendment preserves the current sequester for-
mula that would require that half of any required cuts would come
from domestic programs, and half would come from military pro-
grams.

If approved, the amendment would give the President the flexi-
bility to exempt military personnel accounts from a sequester. I
think it is clear nobody wants to see soldiers, sailors, airmen, or
marines laid off to save money.

But, on the other hand, it seems to me a little out of bounds to
give the White House unlimited discretion to pick and choose
among the whole range of savings from weapons systems.

Mr. President, this is another one of the problems that we ran
into between the two sides, as to what to do on this defense flexibil-
ity. When it was originally raised, we did not have any defense
flexibility. We did move to accommodate the concern which we
have done in this amendment, that allows the flexibility in the per-
sonnel accounts. But the request was made from the other side of
the aisle, and I assume a lot of that was coming from the White
House as well, that there be flexibility in regard to the weapons
accounts and that was a sticking point that we had.

If a President had a preference for the MX missile over the
Midgetman, for example, he could virtually wipe out the latter pro-
gram in the name of savings. If a President had a preference for
SDI and a prejudice against the Stealth bomber, the same thing
could happen.

Mr. President, let me repeat what I said at the beginning. The
changes proposed are meant to strengthen Gramm-Rudman-Hol-
lings so that we can eliminate the deficit. These are serious, posi-
tive changes.

k~k
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What I would hope comes from this, is a renewed spirit of com-
bined effort between the White House and Congress, among Repub-
licans and Democrats in the deficit struggle.

This has not been a good year for cooperation. But we won't have
many good years at all until we either learn-or are forced-to co-
operate. That's what this amendment does. It would pull that lever
to sort of force us to cooperate, and I hope it will be approved by
the Senate.

Mr. President, I ask that the July 14, 1987, statement to the
Senate Budget Committee by Edward Gramlich of the Congression-
al Budget Office, along with material detailing the pending amend-
ment, be printed at this point in the Record.

There being no objection, the statement was ordered to be print-
ed in the Record, as follows:

STATEMENT OF EDWARD M. GRAMLICH, ACTING DIRECTOR, CONGRESSIONAL BUDGET
OFFICE

I am pleased to testify this morning on the Congressional Budget Office's (CBO's)
preliminary summer economic and baseline budget projections. While CBO would
normally not be making estimates public at this time, we are doing so this year at
the request of the chairman and the ranking member of this committee. The figures
are preliminary, however, and may change somewhat before we complete our
summer update report and our sequestration report in mid-August. Moreover, the
estimates were prepared without benefit of the Department of Agriculture's first
crop survey for the current growing season. They also do not reflect actual data on
the gross national product (GNP) for the second quarter of the year, which will not
be released until July 24. Our final estimates will benefit from both these and other
upcoming data.

BASELINE BUDGET PROJECTIONS

Table 1 shows our preliminary summer estimates of baseline outlays, revenues,
and the deficit and compares them with CBO's winter baseline. While our winter
baseline deficit projection declined steadily from $176 billion in 1987 to $84 billion
in 1992, the new estimates show a different pattern. Because of unexpectedly strong
revenue growth, the 1987 deficit is now estimated at $161 billion. The deficit then
rises to $181 billion in 1988 and $198 billion in 1989 before beginning a slow decline.

This puzzling pattern of deficits is caused largely by the phase-in of the Tax
Reform Act and by various one-time outlay reductions, as shown in Table 2. Tax
reform has added about $18 billion to revenues in 1987, but will reduce revenues by
$13 billion in 1988 and $17 billion in 1989. Asset sales, loan prepayments, the one-
day delay of the military pay date, and other one-tifne outlay reductions total $16
billion in 1987 and $3 billion in 1988. Removing these two items yields an adjusted
deficit that averages about $175 billion over the next several years. These adjusted
deficits decline relative to GNP-from 4.4 percent of GNP in 1987 to 2.6 percent in
1992-but at a slower rate than in our previous projections.

Table 3 details the changes to our baseline budget projections since our last
report. The most significant changes stem from revisions to our economic projec-
tions. The supplemental appropriations bill, which allows prepayment of additional
Rural Electrification Administration (REA) loans without penalty, lowers 1988 out-
lays. Technical reestimates resulting primarily from new data on taxable incomes
have raised revenues a bit in all years. Our preliminary estimates also follow the
recent General Accounting Office (GAO) opinion, and they assume that the thrift
savings fund is not included in the budget totals. As a result, the thrift fund's re-
ceipt of voluntary employee contributions would no longer be treated as reducing
the deficit, and agency contributions would add to the deficit.

ECONOMIC PROJECTIONS

The major differences between- our revised economic projections and those in our
January report are higher inflation and interest rates for 1987 and 1988 and lower
real economic growth in all years. Table 4 summarizes our preliminary economic
assumptions and compares them with the January figures.

Consumer price inflation is higher than we assumed in January for two reasons:
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Oil prices have risen much more this spring than we expected; andThe dollar has fallen much more than expected.
The oil price increase has already shown up at the gasoline pump and elsewhere,

but the lower dollar will continue to raise the cost of imported goods and other con-
sumer purchases through the end of 1988. Because of the current amount of slack in
the economy, however, we do not expect these price increases to touch off a wage-
price explosion, such as happened in the 1970s. We assume, therefore, that the in-
crease in inflation will be temporary.

Interest rates in our preliminary forecast are also higher than we assumed in
January. In large part, this rise is a reflection of increases in interest rates that
have already taken place. We expect that higher interest rates will persist through
the end of 1988, both because of higher inflation and because of the Federal Re-
serve's announced intention to lean against further declines in the dollar.

The reduction in the real GNP growth forecast for 1987 and 1988 results from the
higher interest rates and the adverse effect of higher inflation on household real
incomes. The change in the growth assumptions after 1988 arises from a reappraisal
of the long-run growth prospects of the economy, which CBO initiated late last year.
Our analysis has also benefited from new long-run force projections, which were re-
leased by the Bureau of Labor Statistics in June.

The revised long-run growth path assumes that, after adjusting for cyclical
changes, growth of gross domestic product (GDP) will exceed growth of the labor
force by about one percentage point, the same amount as in the 1981-1987 period.
Nonfarm productivity, as conventionally measured, grows by close to 11/2 percent
per year. In addition, CBO assumes that by 1992 the economy will reach an average
operating rate-that is, a level somewhat below its full capacity. The level of real
GDP that we project as a result of these assumptions is still slightly above the aver-
age of five private forecasts, as shown in Figure 1.

We have not seen any new information that would call for significant changes in
this preliminary economic forecast, which we developed in mid-June. We are, how-
ever, particularly concerned about movements in prices, the exchange rate, and in-
terest rates. Many private forecasters expect lower consumer price inflation for 1987
and 1988 than is in our preliminary forecast, apparently because they expect small-
er increases in import prices. Interest rates have also fallen a little since mid-June,
and this drop will probably lower our short-term interest rate projections by a few
tenths of a percentage point in August.

Small changes in these economic assumptions may have a large effect on the
budget. In particular, as the federal debt has grown rapidly during the 1980s, out-
lays have become increasingly sensitive to both the level and term structure of in-
terest rates. As Table 5 shows, a change of one percentage point in all government
interest rates would affect net interest outlays by amounts growing from $5 billion
in 1988 to $25 billion in 1992. Even if short-term interest rates could be projected
exactly, a one-percentage-point difference in medium- and long-term rates would
still change outlays substantially.

CONGRESSIONAL BUDGET RESOLUTION

Let me also report the effects of our reestimates on the recently adopted Congres-
sional budget resolution for fiscal year 1988. Under CBO's winter assumptions, the
policies of the budget resolution would have resulted in deficits of $134 billion in
1988, $115 billion in 1989, and $72 billion in 1990. Under our new economic and
technical assumptions, the deficit figures would be $151 billion in 1988, $147 billion
in 1989, and $117 billion in 1990, as shown in Table 6. The reestimates reflect
mainly the revised economic assumptions discussed previously. Recently enacted
legislation does not affect the budget resolution estimates, because most of the items
included in the supplemental appropriation, including the REA prepayments, were
already assumed in the budget resolution. An additional $30 billion in deficit reduc-
tion measures called for by the budget resolution, however, remain to be enacted.

TABLE 1.-PRELIMINARY REESTIMATES OF CBO BASELINE
jBy fiscal year, in billions of dollars]

1987 1988 1989 1990 1991 1992

Outlays.
Winter baseline . .. 1,010 1,071 1,126 1,188 1,248 1.306
Preliminary reestimates.3. . . 3 7 25 30 38 46
Preliminary baseline .. ..... 1,013 1,078 1,152 1,218 1,286 1,352



15

TABLE 1.-PRELIMINARY REESTIMATES OF CBO BASELINE-Continued
[By fiscal year, in billions of dollars)

1987 1988 1989 1990 1991 1992

Revenues.
Winter baseline...................... .. .... . ... .. 834 900 962 1,051 1,139 1,222
Preliminary reestimates....................... ... 18 -4 -8 -17 -26 -30
Preliminary baseline ......................... 852 897 954 1,034 1,113 1,192

Deficit:
Winterbasehne ......................... . .. 176 171 164 137 109 84
Preliminary reestimates...................................- 15 11 33 47 64 76
Preliminary baseline...... ......................... 161 181 198 183 173 160

TABLE 2.-EFFECT OF TAX REFORM AND ONE-TIME OUTLAY SAVINGS ON DEFICIT
(By fiscal year, in billions of dollars]

1981 1988 1989 1990 1991 1992

Preliminary baseline deficit . .. .161 181 198 183 173 160
Adjustment for:

Tax reform ................. ...... 18 -13 -17 -4 2 -I
One-time outlay savings ..... .. . . .. ... 16 3 -2 -I -1 -1

Total adjustments .. . 34 -10 -19 -5 1 -2

Adjusted deficit ............. . 194 171 179 178 174 157

As a Percent of GNP
Preliminary baseline deficit................3.7 3 9 40 3 4 3.0 26
Adjusted deficit ........ 4 4 3 7 36 33 30 26

1 Includes asset sales. loan prepayments, OCS escrow releases, military pay delay, Medicare payment delay, and advance of final revenue sharing
payment

TABLE 3.-DETAIL OF PRELIMINARY BASELINE REESTIMATES
[By fiscal year, in billions of dollars]

1987 1988 1989 1990 1991 1992

Outlays
Enacted Legislation .. 2 -7 1 1 0 0

Economic reestimates.
Interest rates...... ... .1 11 13 13 15 17
Cost-of-living adjustments 1.. 4 6 9 10
Discretionary inflation adjustments ... 1 1 1

Other...... .. .. ...... .. -1 -1

Subtotal . 11 18 21 25 28
Technical reestimates ... .. . .. .. 1 2 1 2 3
Debt service... . ...... -1 1 3 7 11
Thrift fund accounting...... . ................... ...... .. 1 3 3 3 3 3

Total...................................... 3 7 25 30 38 46

Revenues
Economic reestimates
Technical reestimates

Total ..........

......... .- 8 - 13 - 17 - 25 - 32 -38
.... 26 9 9 8 6 8

. 18 -4 -8 -17 -26 -30

Deficit
Enacted legislation ........... ........... 2 -7 1
Economic reestimates ...... ................. .............. 8 24 35
Technical reestimates.. ..................... .............- 26 -9 -6

I ....... ....... .
46 57 66

-7 -4 -5
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TABLE 3.-DETAIL OF PRELIMINARY BASELINE REESTIMATES-Continued
[oy fiscal year. in IWuis of dollars]

1987 1988 1989 1990 1991 1992

Debt service.........................................- 1 1 3 7 11
Thrift fund accounting ........................................ 1 3 3 3 3 3

Total.....................................-15 11 33 47 64 76

TABLE 4.-COMPARISON OF CBO WINTER ECONOMIC PROJECTIONS AND PRELIMINARY SUMMER
PROJECTIONS
[By calendar year)

Actu. Forecast Projected
al

1986 1987 1988 1989 1990 1991 1992

GNP (billions of current dollars).
Summer....................................... 4,206 1,447 4,753 5,075 5,425 5,800 6,200
Winter .................................... 4,216 4,469 4,779 5,124 5,503 5,888 6,288

Real GNP growth (percent change):
Summer........................ .......... 25 2.5 2.5 2.5 26 2.6 2.6
Winter .................... .............. 26 2.8 3.0 30 3.1 2.7 2.5

CPI.W (percent change):
Summer.......................... .......... 16 3.8 5.6 5.0 4.5 4.5 4.6
Winter .......................................... 1.6 3.5 43 4.3 4.3 4.3 4.3

3-month Treasury bill rate (percent).
Summer...........................6.0 61 66 5.9 5.9 5.9 5.9
Winter .............................. ........ 60 5.6 5.7 5.6 5.5 53 5.2

10-year Government bond rate (percent):
Summer.......... ............... ........... 7 7 8.4 8 7 7.6 7.2 68 64
Winter................................... 7 7 7.2 7.2 6.6 62 5.9 5.6

TABLE 5.-EFFECTS ON CBO BASELINE BUDGET PROJECTIONS OF SELECTED CHANGES IN ECONOMIC
ASSUMPTIONS

[By fiscal year, in billions of dollars]

1988 1989 1990 1991 1992

Interest rates-
Effect on net interest outlays of a 1 percentage point change in all interest rates

beginning October 1987..................... ......... ... 5 11 16 20 25
Effect on net interest outlays of a I percentage point change in medium. and long.

term rates beginning October 1987 ... ............. .......... 2 6 10 14 17
Consumer prices: Effect of a 0.5 percentage point change in cost-of.hiving adjustments in

January 1989 and 1990...... ...................... ....... 0 1 3 4 4

TABLE 6.-PRELIMINARY REESTIMATES OF CONGRESSIONAL BUDGET RESOLUTION
[By fiscal year, in UIllms of dollars]

1988 1989 1990

Budget resolution deficit under C80 winter assumptions............ ..... ............ 134 115 72
Preliminary CBO reestimates:

Economic reestimates ............................................................. 24 34 45
Technical reestim ates .................. ....................... ............... .................................................. - 9 - 6 - 7
Debt service ......................................................................................... ......................... . . ... - 1 1 4
Thrift fund accounting ................................................................................................. . . . . . .... 3 3 3

Total reestim ates ................................................................................................................................ 17 32 45
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TABLE 6.-PRELIMINARY REESTIMATES OF CONGRESSIONAL BUDGET RESOLUTION-Continued
(By fisal year. im b i s ofdolars)

1988 1989 1990

Preliminary reestimate of budget resolution deficit.................................. 151 147 117

FACT SHEET ON GRAMM-RUDMAN-HOLLINGS RESTORATION
AMENDMENT

REVISION OF DEFICIT TARGETS

1988 1989 1990 1991 1992

Original targetl......................................$108 $72 $36 0 0
New CBO baseline.....................................181 198 183 $173 $160
New deficit targets. ..................................... 150 130 90 45 0

RESTORATION OF AUTOMATIC SEQUESTER

OMB and CBO will write advisory sequester reports in May which would mathe-
matically compute the amounts each program would be cut under a full $36 billion
sequester. OMB will issue a final sequester report on June 1 based on the OMB/
CBO reports.

The President will issue the sequester order on September 1 which will take effect
in October unless Congress and the President act to avoid sequester. Maximum se-
quester is always $36 billion.

No change in current sequester formula: 50% defense, 50% domestic. Presidential
flexibility in military personal cuts, as in 1986 sequester. No changes in exemptions
or special rules.

Sequester order can be avoided by "fast-track reconciliation" or normal legisla-
tion; Congress and President have 4 months to act.

PREVENTING A SEQUESTER

Sequester is avoided if $36 billion in policy reductions below baseline are enacted
or if the new deficit target is reached.

Amount of sequester will equal the amount of savings necessary to reduce the
annual-defict by;b136 billion below baseline or to reach the fixed target, whichever
amount is smaller.

CBO and OMB will issue reports in July and September certifying net deficit sav-
ings to date and the remaining sequester amount. GAO reviews these reports and
sends its own report to Congress for immediate consideration in both Houses as a
joint resolution. Resolution's enactment changes sequester amount. At option of
Congress, CBO reports (attached to normal legislation) can also adjust sequester
amount, if enacted.

In October, OMB and CBO will issuer a final clean-up estimate taking account of
all deficit savings and additions made by legislative and regulatory actions to date.
GAO will issue a final report resolving differences.

The GAO report will be set forth before Congress as a nonamendable, fast-track
int resolution, and, if enacted, will determine the size of a final sequester (if any).f not enacted, the sequester amount will equal whatever remaining savings are re-

quired to reduce the deficit by $36 billion or to reach the target, as most recently
certified by GAO and passed into law.

LIMITATION OF OMB'S ROLE

OMB and the President will not have authority to determine the size of the se-
quester or have any flexibility in determining program priorities under a sequester.

TIMETABLE

(FY 1988 Dates in Parentheses if Different).
Jan./Feb.: OMB/CBO Baseline Estimates.

-4
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March 1: GAO Determines Common Baseline Based on OMB/CBO.
May 18 (8/20): OMB/CBO $36 Billion Preliminary Sequester Report.
JiuiaL(9L81 OMB's $36 Billion Final Sequester Report.
Ongoing: Optional CBO Running Total of Net Deficit Savings.
July 25: OMB/CBO Rept on Net Savings & Sequester Amount.
July 29: GAO Report on Net Savings & Sequester Amount.
July 30: Congress Votes on GAO Rept.
Sept. 1 (9/14): President Issues Initial Sequester Order.
Sept. 8: OMB/CBO Rept on Net Savings & Sequester Amount.
Sept. 12: GAO Report on Net Savings & Sequester Amount.
Sept. 13: Congress Votes on GAO Rept.
Oct. 1: President's Initial Sequester Order Effective.
Oct. 10: OMB/CBO Rept on Net Savings & Sequester Amount.
Oct. 14: Final GAO Report on Net Savings & Sequester Amount.
Oct. 15: Congress Votes on Final GAO Report.
Late Oct.: President's Final Sequester Order Effective.

FACT SHEET ON MISCELLANEOUS FISCAL REFORMS

Prohibit Counting as Savings the Shift of Government Payments from one Year
to Another: Provide that where Government payments are shifted from one fiscal
year to an adjacent fiscal year without reducing the cost to the Government over
the two fiscal years, that shift would not be treated as causing a reduction in out-
lays for the fiscal year from which the payments were shifted.

Financial Management Reform: Provide the sense of the Congress that the Con-
gress shall adopt as part of reconciliation a plan to ensure improvements in the
Government's financial management.

Extension of State and Local Cost Estimates: Repeal the sunset provision of the
State and Local Government Cost Estimate Act of 1981 so as to extend CBO's au-
thority to conduct these estimates of costs imposed on state and local governments.

Extraneous Provisions: Extend to 1992 the Byrd Rule prohibition extraneous pro-
visions on reconciliation legislation. Extend the rule to prohibit programs that
expand in the out-years to exceed savings in the same title.

Prohibit Policy Deferrals: Confirm the reporting requirement for deferrals and
codify the New Haven decision.

Rescissions: Confirm Congressional intent that rescissions cannot be repeatedly
resubmitted during one year.

Single Set of Economics: Require a single set of economics in the budget resolu-
tion.

Time Limit on Debate on Budget Resolution Conference Report: Clarify Congres-
sional intent that time for amendments (if allowable) and points of order must come
out of the total time envelope for the budget resolution conference report.

U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,

Washington, DC, May 8, 1987.
Memorandum to: Rick Brandon, Bill Hoagland, Steve Pruitt, M~rrtha Phillips.
From: Jim Blum.
Subject: GRH II Analysis.

CBO was asked to estimate how much variation might be possible in CBO's and
OMB's deficit estimates if we had to use the same values for the 15 economic varia-
bles specified in S. 75, otherwise known as Gramm-Rudman-Hollings II. The at-
tached paper discusses the question of possible variation, and uses some illustrative
numbers to demonstrate that the variation could be quite large. I thought that you
would be interested in having this analysis.

ECONOMIC ASSUMPTIONS IN GRAMM-RUDMAN-HOLLINGS II

A proposed change to the Balanced Budget Act would require the Temporary
Joint Committee on Deficit Reduction to set economic assumptions to be used by the
Directors of the Office of Management and Budget (OMB) and the Congressional
Budget Office (CBO). Proposed legislative language lists 15 economic assumptions
for which fiscal year averages would be specified (Table 1). This memorandum pro-
vides some examples showing why this approach may not eliminate variations in
budget estimates arising from economic assumptions:

Economic assumptions for the remainder of the current fiscal year are not speci-
fied.
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Nothing is said about the quarterly pattern of the economy during the budget
year in question.

Other, subsidiary economic variables-besides the 15 listed-as well as technical
assumptions that interact with the economic forecast are left up to the agencies.

As will be shown below, the third factor is the most important.

ECONOMIC ASSUMPTIONS FOR THE CURRENT FISCAL YEAR

OMB and CBO prepare their initial sequestration report for a fiscal year in
August of the preceding fiscal year. These forecasts contain estimates of economic
activity from the third calendar quarter on, and often, preliminary or estimated
data for the second calendar quarter as well.

While the legislative proposal would specify assumptions about the economy for
the budget year, economic activity during the rest of the current fiscal year also
affects the budget year. These effects are most important in three areas:

Revenues.-Because of lags in revenue collection, taxes on some of the income
earned in one fiscal year are not collected until the next. For some taxes, federal
budget receipts are reasonably simultaneous with economic activity: personal
income and employment taxes are withheld from wages, and other taxes often in-
volve quarterly payments of estimated liabilities. But individuals and businesses are
not required to make final settlements of calendar year liabilities until the follow-
ing year. Thus, different assumptions about the economy's performance in one fiscal
year affect federal government revenues in the next.

Cost-of-living adjustments.-Increases in Social Security and many other benefit
programs are paid beginning in January, based on the consumer price index in the
third calendar quarter (the final fiscal quarter) of the past year. This index is
known in late October.

Interest costs.-In a typical quarter, the Treasury Department borrows approxi-
mately $50 billion in new cash and refinances almost $300 billion in existing mar-
ketable debt. Interest rates on debt borrowed in one year critically affect interest
costs in the next.

By failing to specify economic assumptions for the rest of the current year, the
proposed legislation leaves room for disagreement.

ECONOMIC ASSUMPTIONS FOR THE BUDGET YEAR

The proposal requires the Temporary Joint Committee to specify fiscal year aver-
ages for the economic variables. But the quarterly patterns of economic activity are
not specified.

This lack of specificity has the greatest effects on revenues and net interest esti-
mates. In general, for a given annual total of fiscal year gross national product
(GNP), revenues will be higher if economic growth starts off strong and weakens
later in the fiscal year. This conclusion arises from lags in the revenue collection
process. (For example, strong growth in the first fiscal quarter ensures higher final
settlements the following April 15.) The quarterly pattern of economic activity may
also interact with scheduled changes in tax law; for example, individual income tax
rates will drop in January 1988 under the Tix Reform Act of 1986.

Changes in interest rates late in a fiscal year have little effect on that year's out-
lays. Debt borrowed in the first fiscal quarter is outstanding for most of the year;
debt borrowed in the last quarter only a trivial part of the year. Thus for a given
fiscal year average, interest rates that climb throughout the year favQr a lower defi-
cit.

While federal government revenues and interest costs are most sensitive to the
quarterly pattern of the economy, certain other spending programs are also affect-
ed. For example, unemployment compensation outlays are also lower if economic ac-
tivity is strong early in the year.

OTHER ASSUMPTIONS

The 15 variables listed are the most important economic variables for budget pro-
jections. Nevertheless, budget analysts make assumptions about other economic
variables. They also make myriads of technical assumptions that often interact with
economic variables.

Subsidiary economic assumptions.-Economic assumptions other than those listed
have important effects on outlays for entitlement programs and net interest. (The
Balanced Budget Act is very specific about projections for discretionary programs,
and these are unaffected by the economic assumptions.)
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Medical care inflation primarily affects spending for Medicaid and Medicare.
While hospital reimbursement rates are currently fixed in law, spending for physi-
cian services and for Medicaid still varies with' c~inges in medical inflation.

Unemployment insurance spending depends not on the overall unemployment
rate but the insured unemployment rate. The relation between the two unemploy-
ment rates often varies. Regional economic disparities also matter: statewide in-
sured unemployment rates determine the prevalence of the extended benefit pro-
gram.

Net interest costs hinge on Treasury borrowing rates for a wide range of maturi-
ties, from three months to 30 years. Contrasting assumptions about the shape of the
yield curve can cause estimates to differ.

Technical assumptions.-The distinction between economic and technical assump-
tions sometimes is not clearcut. Many assumptions usually labeled technical, in fact,
are related to the economic forecast or contain hypotheses about the response of
revenues and outlays to the economy.

Examples of such assumptions that affect revenues include: the distribution of
income among taxpayers; the use of tax preferences; the speed of taxpayers' adjust-
ments to new withholding schedules; adjustments in corporate income tax payment
schedules; and the remittance of periodic fees (such as energy escrows).

A few such assumptions that affect benefit programs include: decisions by individ-
uals to seek benefits for which they may be eligible; states' actions extending bene-
fits in joint federal/state programs; average benefit levels and rates of benefit ex-
haustion in unemployment insurance; medical utilization; and others.

Net interest contains a prime example of the importance of technical asumptions,
namely estimates of the mix of Treasury financing. Because long-term interest rates
are usually two to three percentage points higher than short-term rates, assump-
tions about the composition of Treasury financing are important. For example, both
the 1987 and 1988 budgets have assumed that 50 percent of future marketable bor-
rowing would take place in short-term Treasury bills-an assumption sharply differ-
ent from recent Treasury practice.

Finally, while the list of economically sensitive outlays is usually confined to ben-
efit programs and interest costs, economic assumptions affect many other federal
government programs. For example, spending for farm price supports depends on
economic developments in the agriculture sector, while outlays for deposit insurance
reflect, in part, interest rate trends and regional economic distress. Outer continen-
tal shelf oil receipts depend on the oil industry outlook, and international monetary
programs are affected by changes in the dollar's value. Differences in estimates for
these programs, however, are usually labeled technical.

ILLUSTRATION AND CONCLUSION

Table 2 shows the effects on fiscal year 1988 budget projections of some of the
most important factors discussed above.

The first few entries in Table 2 illustrate some potential consequences of failing to
specify quarterly economic assumptions. For these illustrations, CBO constructed al-
ternative quarterly patterns for several variables that yield the same fiscal year
1988 averages as in the CBO baseline but that favor lower deficits. To bias the com-
parison farther, CBO also assumed better economic performance in the second half
of fiscal year 1987 than in the baseline-because the proposed legislative language
is silent about the current year. As shown in the table, these assumptions readily
yield a deficit that is $5 billion lower in 1988.

The remaining entries illustrate some consequences of varying subsidiary econom-
ic assumptions, or technical assumptions that interact with the economy. Under the
selected assumptions shown in the table, the deficit could be $13 billion lower in
1988.

The total variation of $18 billion shown in Table 2 is merely illustrative, showing
that specifying the 15 variables listed may not prevent large variations in deficit
projections. The actual disagreement in budget estimates could be greater or small-
er.

TABLE 1. ECONOMIC ASSUMPTIONS TO BE SPECIFIED BY THE JOINT COMMITTEE ON DEFICIT
REDUCTION (PROPOSED)

Nominal gross national product.
Real gross national product.
Gross national product deflator.
Consumer price index (all urban consumers).
Consumer price index (urban wage and clerical workers).
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Civilian unemployment rate.
Three-month Treasury bill rate.
Ten-year Treasury bond rate.
Corporate profits (economic).
Wage and salary disbursements.
Other taxable income.
Capital consumption adjustment.
Inventory valuation adjustment.
Average refiners' acquisition price for oil.
Merchandise imports.
NoTE.--Under the proposed change, the Joint Committee on Deficit Reduction

would specify fiscal year averages for the variables listed.

TABLE JkVILLUSTRATIVE VARIATIONS IN FISCAL YEAR 1988 BUDGET ESTIMATES DUE TO
ALTERNATIVE QUARTERLY PATTERNS AND OTHER SELECTED SOURCES

[In illons of dollars)

Revenues Outlays Defil

Variations from failure to specify quarterly economic assumptions:
Alternative GNP pattern........... ............. ......... 1.4.. ........ -1.4
One percentage point lower COLA in January..............................-2.1 -2.1
Alternative quarterly interest rate pattern ............... ........................................-.. . . -1.3 -1.3
Alternative quarterly unemployment rate pattern ..................... ........-. 1 - I

Subtotal..........................................14 -3.5 -4.9

Variations stemming from subsidiary economic and technical assumptions
One percentage point lower medical care inflation...... .. .................-. 6 -. 6
Larger insured vs. overall unemployment differential ... . ...... . ........... . -. 5 - 5
Flat vs steep yield curve........................................ -2.5 -2.5
Treasury financing mix (50 percent short-term) ...... ........ - 6 -. 6
$300 higher taxable wage ceiling (FICA)........... ................. 4 ........... -. 4
Delayed payment of fees... ................................... .8...........-.8
Delayed taxpayer adjustment to new withholding schedule ... ....... 55 -5.5
Different payment schedule for corporations . . . . . 2.5 ..........- 2.5

Subtotal............... ...... 9.2 -4.2 -134

Total....... ....... 106 -7.7 -18.3

Includes different quarterly patterns in both the remainder of the current fiscal year and the budget year

Amendment No. 626
Mr. CHILES. Mr. President, I send an amendment to the desk and

ask for its immediate consideration.
The assistant legislative clerk read as follows:

The Senator from Florida (Mr. Chiles), proposes an amendment numbered 626.

Mr. CHILES. Mr. President, I ask unanimous consent that the
reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
(The amendment of Mr. Chiles is printed under Amendments

Submitted.) I
Mr. CHILES. This is the amendment I discussed and I think our

proposal now is to continue to discuss that.
We had a meeting, sort of, of both sides. I think now we propose

to discuss this until our respective caucuses are going to meet
around 1 o'clock.

1 See p. 69.



22

Then, after that we will come back to the floor and perhaps dis-
cuss a possible time agreement as to when we could have a vote.

My understanding is that we would, perhaps, first have a vote on
the amendment that I had proposed. If it did not pass then the dis-
tinguished ranking member of the Budget Committee, my friend
from New Mexico, would propose an amendment and then we
would have some time agreement on that and we would take that
up.

I would hope that we could have those votes taken sometime this
afternoon so that we would sort of know where we stand, given the
fact that our debt limit is going to run out-Tuesday is sort of the
drop-dead date and I know none of us want that to happen. We
have got to determine where the votes are for some resolution in
this regard.

I yield the floor.
Mr. DOMENICI. Reserving the right to object to the reading of the

amendment, I yield to the distinguished majority leader.

Order for Recess From 1 to 2 p.m.

Mr. BYRD. Mr. President, I ask unanimous consent that the
Senate stand in recess today from the hours of 1 p.m. to 2 p.m. to
allow the party conferences to discuss this debt limit extension and
the amendment thereto, to which the distinguished Senator from
Florida alluded.

Mr. CHILES. I might say to my good friend you might want to
wait to enter that to see whether we want to read this amendment.
We might want to read it during that time, if we need to read it.

Mr. DOMENICI. I am not objecting to the majority leader's re-
quest.

The PRESIDING OFFICER. Is there objection? Without objection, it
is so ordered.

Mr. DOMENICI. Reserving the right to object with respect to the
reading of the amendment-

The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. Let me just say I shall not object.
The PRESIDING OFFICER. It is so ordered.
Mr. DOMENICI. I am still reserving my right, but I am telling you

I am not going to object so my friend will not have to be worried.
But I just want to say that I am sorely tempted to have it read.

In fact, I am sorely tempted to have just the first 3 pages of the 86-
page amendment read because we assume around here that people
read what is proposed and, as a matter of fact, the very reason that
the Senator from New Mexico will have another amendment, dif-
ferent from this, has to do with simplicity and understandability of
a process. I think reading the first three pages would indicate that
perhaps I have a little bit of justification for concern. But I will
assume that we are all very dedicated people around here and that
we will read, not only the first 3 but all 86 and that at some point
in the middle of it will read a couple of sections where there is one
sentence that I think goes on for three pages-three and a half
without a period, and see if the Senator from New Mexico does not
at least make a point. We are trying to fix something and make it
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certain and yet it appears to me that what this amendment does is
to make very many things uncertain.

Having said that, I have no objection to not reading the amend-
ment and we will proceed under the order propounded by the ma-
jority leader to take a recess at 1 and we will go to our conference
and you will go to yours and we will come back at 2 and begin the
debate.

The PRESIDING OFFICER. Without objection, reading of the amend-
ment will be dispensed with.

Mr. CHILES. I yield the floor.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. Mr. President, I am not being facetious, I am not

going to debate the so-called Chiles-Gramm-Rudman-Hollings fix at
this point because I am just very honest with the Senate. We
worked very hard trying to come up with a bipartisan compromise.
It was so complicated that at the end I acknowledged to myself
that I did not understand what we were doing, and now what has
happened, not by way of criticizing anyone, but actually the final
draft has taken parts of the original Chiles proposal and then parts
of the negotiation that had taken place and where temporary
accord had been reached. Now parts are in and parts are aut.
Frankly, I need a little bit of time to analyze it in order to make
my argument to the U.S. Senate as to why we should not do it.

Suffice it to say for the Members of the Senate, and for the
American people, clearly some very, very important things are
happening.

The Irangate hearings seem to preoccupy everyone. If it was not
that it was, here in this institution, it was the trade bill which
went on sort of ad nauseam, while something very, very important
to the American people, to every single businessman, large and
small, in this country, to every pensioner, around, has been occur-
ring.

We have ourself on a path where, from time to time, even
though Congress and Presidents vote in and sign appropriations
bills and we have a debt and it continues to grow, we have set our-
self on this path of approving a debt limit every now and then.

Well, everybody ought to know that not only at this point in
time, on this date, has the last extension of the credit of the United
States expired but, believe it or not, after building up 200 years of
credit in the world where American Treasury bills and American
obligations are the absolute foundation of credibility and strength
in the monetary and currency systems of the world, we are operat-
ing on a cash basis right now.

We are hopeful from day to day that there is enough money
coming into the Treasury to pay the bills because we cannot
borrow any money.

Mr. President, on the 29th day .- this month, for the first time in
the history of the Republic, we are probably going to default on
Treasury obligations of the United States of America, and I do not
know which is going to come first. I do not know whether it is some
bank that holds them or some poor pensioner who bought them,
but we are not going to be able to pay those U.S. obligations. We
now have before us today a 1-year extension of that debt limit au-
thority so our Government can continue to operate, not willy-nilly
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but pursuant to the laws we have already passed, the money we
have already obligated.

So here that event is occurring.
I might say just parenthetically for those who do not think this

is a very important issue that we ought to get it over with quickly,
on August 3 so all the pensioners in the United States will know
there is no money to pay the pension plans in this country. That
does not mean just civil service and military. I am including in
that Social Security. We do not have the money to pay them be-
cause the cash flow will run out and we have to borrow money,
which we all understand we do from time to time when you are
running a government this big and have a deficit as large as ours.
We will not be able to do that.

I just would like to set the stage and have everybody understand
that. That is what we are talking about here. Let us get something
done and get it over with.

Now No. 2: This Gramm-Rudman-Hollings sequester proposition
that the U.S. Senate adopted 2 years ago, and which was carried
out piecemeal one time-we have the experience of a one-time, my
recollection is a 4.3 percent sequester on the domestic side-we all
heard about that. We knew what that amounted to. It cannot help
but be arbitrary because we have decided as a Congress what pro-
grams we are going to exclude and then we have taken a few
health programs and we have said they can only get hit 2 percent.
The rest of Government gets hit across the board on the domestic
side and defense gets hit across the board for 50 percent of this def-
icit.

Everybody ought to know that there is no game plan in town-
let me repeat, there is no game plan in town-not even full imple-
mentation of the budget passed by the majority party in the Senate
and the House, that can avoid a sequester unless we do something.

If we do not change the targets, even that budget fully imple-
mented would not get us to the target that it assumes, a substitute
for the $108 billion, because we now have an estimate that it is off
by a substantial number of billions and, consequently, if we had a
Gramm-Rudman-Hollings fix in place and ready to go, and if it was
the $134 billion that we all assumed this year by updating the
President's budget with current economics and other things, and if
we implemented the entire Democratic budget with $19 billion to
$21 billion worth of taxes, we would still have a sequester. That is
why we are changing the targets.

So I agree with the distinguished chairman that if we are going
to fix Gramm-Rudman-Hollings, we have to take into account that
when we started the process, we were off by some $50 billion in our
estimates, and, since then, principally, Mr. President, because of
the passage of the tax reform bill, we all stood here on the floor
and talked about it, we said the year that we are in right now we
are going to get a nice bonus from the tax bill, something like $22
billion.

That is why I stood in this place and challenged my good friend
Senator Proxmire and said, "This year, the year we are in, we will
reach the target."

For those who wonder whether we did, that target with the
window for a margin of error was $154 billion. I predict the deficit
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for this year will be $155 billion. I think the distinguished Senator
from Wisconsin who voted against everything last year on that ap-
proach said we were going to be off by literally scores and scores of

millions. Well, we were, but let me suggest that was because we
were telling everyone the way the tax law was written we would
get a great big kicker in the year we are in.

But, as predicted, most estimators are saying next year and the
year after we are not going to get revenue coming into the Federal

reasury at an expected increase each year because of growth, but,
rather, there is going to be a big dip because of the reforms which
indeed gave many people tax breaks that they did not have before.
We are all aware of that. While it took away from some, it gave to
many, and it lowered the rates. So we needed to fix the targets. I
have no objection to the numbers that the distinguished chairman
is talking about. Clearly, my best estimate for the Senate is that off
of the current, as of today, best estimates of the deficit for 1988 and
1989, that the numbers suggested, $150 billion and $130 billion as
the targets for 1988 and 1989, my best estimate is that that is right
around $36 billion in reductions from current policy.

So that is the reason for the strange appearing numbers, but it is
because the deficit is going up because of what I have just ex-
plained, and a couple of other things. So the targets are not a
matter of debate from the standpoint of the Senator from New
Mexico. Basically, what we want to do-and then I will sit down-
is we want the Senate to adopt as simple an approach as humanly
possible to bring this deficit down to those targets-$150 billion
and $130 billion, $36 billion the next year after-and getting down
to balance in 1992.

W, believe they ought to be fixed and that we ought to have the
same margin of error that we maintained before, the $10 billion,
for the error that we might make in economics and in estimates.

So one big difference right off the bat that we ought to talk
about is we fix the targets and with those targets we are not in
disagreement, that they should be achieved, that they are credible
and consistent with an extrapolation of Gramm-Rudman-Hollings
as originally adopted, modified to take into account what we all
knew was going to happen because we went too fast the first year
and because of the tax bill. So with those we do not have any argu-
ment.

We do not think it ought to float no more than $36 billion. We
think it just ought to be fixed and give ourselves a $10 billion lati-
tude in each one of those targets.

Now, Mr. President, I want to say a word about defense flexibil-
ity and then I will wait until we have had our conferences and talk
a little bit more about why the Senate, in my opinion, should not
adopt the Chiles amendment.

Before I speak about defense flexibility for a moment, let me sug-
gest so everyone will generally have an idea-I facetiously spoke of
reading the Chiles amendment-I can say that the amendment
that we are offering, subject to very few changes, certainly has
been read by a lot of people. The presumption is that when the
U.S. Senate passes something, some people have read it, at least
more than will have read an amendment that is tendered today,
that is very complex.
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We are offering essentially, essentially, with new targets, the
amendment that was found to be constitutional by every expert
around. The Senate passed that amendment to reinstate the auto-
matic trigger 63 votes to 36 many, many months ago. For all of
that time the amendment has been there for people to study, for
lawyers to quibble with and pick at on constitutionality, for experts
in baselines to argue about. It is essentially the same amendment.

Because it is late in the year we need an amendment to fix up
this year, and after we have adopted it, and I hope we will, we
need to address an issue of defense flexibility.

Let me tell you, the distinguished chairman has offered a little
part of what we negotiated on defense flexibility. Everybody should
know that the defense flexibility which is in the pending amend-
ment is almost, almost giving the defense of our Nation nothing.
Why?

Well, Mr. President, let me suggest to you when it comes to do-
mestic spending in our land and the Gramm-Rudman sequester
process, we went to great lengths, let me assure you, to produce do-
mestic program flexibility. How? We exempted programs, for start-
ers, to which we were afraid to have a sequester applied because
they were important.Then we took all the health programs in the country, and maybe
it is not fair to say we exempted them, I say to my friend from
Texas, but we surely treated them differently. We said they do not
get sequestered very much regardless of what happens. And then,
Mr. President, we said that the sequester would not apply to civil-
ian personnel; they do not get laid off. So it would seem to me it
would be absolutely axiomatic that we would say the same thing
about defense.

The defense of our country is being given very little, if anything,
in this amendment. Who would want a sequester of the size I am to
predict for you, who would want to force the President of the
United States, with no choice whatsoever, to cut the force structure
by a half million people, overnight? Nobody wants that.

Mr. President, the point of it is defense has taken the brunt of
the cuts. All this air that people thought was in it, and all this
excess, we have been taking it out every year. As a matter of fact,
$20 billion of the deficit reduction that we are proud of, that we
stand here today and say caused us to reach the targets, just take a
look, $20 billion of it came out of defense.

Now we are down at rock bottom. I submit this Senate in any
Gramm-Rudman sequester, because 50 percent of the cuts are
going to come out of defense, we ought to forget when it comes to
the defense of our country what kind of leverage are we building
against the President. That is not the issue. Some say if you make
him cut everything across the board, he is going to come over here
crying "uncle" and make a deal with us.

Well, let us just assume that does not happen. Let us just assume
he says, "You put this sequester on. I will sign it." Would we not at
least want to say, let us keep defense, with its dramatically re-
duced capability, as strong as possible, let the President and the
Defense Department make some crucial decision about defense?
After all, it has been cut and we are going to cut it some more in
the sequester. So nobody should think that exempting personnel,
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which is part of the negotiations that took place-for starters there
would be no flexibility in defense, but my good friend from Florida
has gone at least part of the way we negotiated and has personnel
in it. But I hope nobody in this body, who is worried about the de-
fense issue, votes for the amendment on the basis that it has treat-
ed defense fairly in terms of devastating across-the-board cuts.

Now, that is about all I am going to say at this point, other than
to repeat, really, in all honesty, when we are finished with this
debate this afternoon, I think we all tried to come up with a so-
called bipartisan Gramm-Rudman fix-it has not always been par-
tisan. It was Gramm-Rudman-Hollings and it has always had both
sides-that the distinguished chairman of the Budget Committee
would now support. We tried.

But when you boil down this whole new 86-page amendment, a
completely new process really is born in my humble opinion out of
a paranoia, a paranoia about OMB and estimating, and that is it,
simple, plain, and there is not anything else to it.

So every time we turned around, when OMB and CBO had some
jobs to do, the U.S. Supreme Court had stricken down the previous
one, I mean it is as if to say if we let OMB do this, they are going
to rig everything.

This afternoon I am going to dig up for the Senate, because it is
not in my mind-I cannot remember it precisely-just how bad
they were the first time we sequestered, because, you see, Mr.
President, the first time OMB and CBO, went to work with the
green eyeshades on in the dark of the night and averaged their eco-
nomics and averaged their estimates and they gave us a sequester.
And I believe before we are finished today that is essentially what
we say ought to continue.

We have a nice way to get around it. If either of those two
groups act crazy or maybe act crazier than us, we have a little way
to bring it back to us if they act wild.

But, Mr. President, I believe the truth of the matter is that when
they were given a chance to do that in this very simple way, an
alleged neutral body that Congress controls and an OMB that the
President controls, they did it. I believe an objective analysis of
what they did, without all these new pages that say if you do this,
we will do that and then we will have another vote, and then we
will put GAO in, and, well, let us use CBO for the most part be-
cause, after all, they are more credible, will prove that there were
very few significant disagreements of any substantial nature be-
tween OMB and CBO when they were all finished with the process
that we used the first time. I do not believe they had mountains of
differences. I do not believe OMB rigged anything. Their economic
differences were minutia at the end as applied to the various ac-
counts. Their spend-out differences-I think we can get the num-
bers-were so small, as compared with the estimating errors that
we are living up against because economics and estimating is kind
of an enlightened guesswork anyway, that I really do not know
why we are having such a big argument about not just staying
with the bill that we already passed, that we know about and that
is constitutional.

Now, I understand that somebody has looked at that bill and said
that there is great opportunity for differences of opinion between
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OMB and CBO and. consequently we have to put the britches on
OMB and we have to give this job to CBO. I will have to tell the
Senate that the distinguished chairman has made many changes
from his original proposal which would have clearly had CBO
doing everything. But I want to just close by telling the Senate
this.

If you are looking for neutrality in this arena-economic estimat-
ing, account spendouts, budget authority to outlay ratios-as you
go across and-ccut accounts, none of which anybody understands
except a few people around here and the hard-working people in
the two agencies who have to do it, all you have to do with a 5-year
bill is to say we are going to give the real authority to CBO, we
trust them, and some gimmick to make it constitutional. But they
will be the ones making these estimates.

I submit to you-and I am looking right at a new Senator, but I
know he has been around Congress long enough-you just give that
to CBO and see how long they remain neutral. Just wait around
until next year, when they know it is all on their shoulders, and let
us assume things are as they are: The Democrats control the
Senate, the Democrats control the House, and essentially the Direc-
tor of that place is hired by two people.

If we are looking for something that is neutral, how long will it
be that? That is No. 1. If we are looking for one agency that has
been better at it than the other, we will dig up some information
for the Senate on that, too.

CBO's estimating and their economics have been laughed at
around here. Well, I believe I can show the Senate that over 5 or 6
years, a neutral body, looking at the two of them, will end up
saying that they have both been about equally wrong. That is
about what it will come out. Whether it is on economics or estimat-
ing, neither is inspired by the holy spirit. Perhaps from time to
time OMB's holy spirit is the President, but I submit that the holy
spirit for the CBO, once you give them the whole ball of wax, is
going to be the Congress of the United States. In fact, I do not be-
lieve that former Congressional Budget Office Directors think they
should be given this; I do not think they want it. I do not think
they think it would serve their agency's professionalism right, and
I do not believe they want the responsibility.

Mr. President, I know that my friend is going to come back and
say we have doctored this up and OMB is in the game again, but I
return to the proposition: What is wrong with what we already
passed, which was in essence tried before, in terms of the averag-
ing, and found to be in pretty good shape in terms of the disputes
between the two? We will have more to say about it.

None of what I have said should be taken in any way as meaning
that my good friend from Florida and his wonderful staff have not
tried very hard and that they do not have good ideas-they do. I
just think we have a better one that has been voted on, and we
ought to adopt it this evening, after we defeat this one.

Mr. CHILES. Mr. President, I think we are sort of asking, why
should we not use the same fix we had last year? For one simple
reason: it does not work; it has not worked; it did not work.



29

First, we thought we could control the size of the sequester by
writing the OMB-CBO average of 15 economic variables, and that
is what we did last year.

I have not had a chance to see the amendment of the Senator
from New Mexico, but I do not think we tried to write in any varia-
bles this time. Congress does not try to decide any of those varia-
bles. We just give it to OMB.

The distinguished Presiding Officer [Mr. Shelby] is new to the
Senate but is not new to Congress. He has had an opportunity to
review OMB's function over the years. If we want to make the
proposition that CBO may not be neutral in the future-and
anyone can make that proposition-I hope they would be. But we
do not have to worry about saying whether OMB has been neutral
in the past, because it simply has not been, whether it was a Demo-
cratic President or a Republican President. OMB is a part of the
Executive Office of the President of the United States, and they
have functioned that way, and they will continue to function that
way. So I do not think we have to ask ourselves about any of the
past history to do that.

We also found that OMB could make the sequester, even with
the 15 economic variables we had. OMB could make the sequester
at least $18 billion higher or lower by simply how they combined
those variables.

We also found out that in the first 2 years of Gramm-Rudman-
Hollings, Congress and the President could slip the deficit targets
by 1-year savings, and we have seen that happen. We have seen
that happen, and it is being proposed to happen again in some of
the House provisions by 1-year, 1-time savings, whether they be
loan portfolios or with the accounting gimmicks like changing pay
dates.

We did not do a total of $36 billion in deficit reduction in the
first 2 years, in either of those years. In fact, we did not do it in the
2 years combined because we were able to use these gimmicks. We
are trying to take care of that in the proposed amendment that we
have placed before the Senate.

It is interesting that the amendment now is sort of complex. It
takes up a lot of pages. Why is that? Because we had it much sim-
pler at one time, when we were going to let CBO be the force. But
we found it did not appear that that would be fair, or some time in
the future it may not be fair, so we attempted to take care of that.

Mr. President, we have less complexity in the proposal we are
putting forward, certainly in the key respect that we are only
going to do these economic estimates once. We are not going to do
them twice a year. We are going to do them just one time.

If the amendment of the Senator from New Mexico is as I have
heard it is, if it is similar to what we have had in the past, OMB is
going to have an opportunity to change the-estimates again, to do
that in the end of August. That means that we may have a totally
different change froni what we have.

Remember, this is the agency that set the President's budget,
reached $108 billion in deficit reduction at the beginning of the
year. Every consensus forecast said it did not. The Congressional
Budget Office forecast said it did not. Everybody that looked at it
said it did not. Now OMB has had to say that it does not. But when

51-721 0 - 93 - 2

I



30

it was convenient to say that 136 or 134 is 108, this is the agency
that could do it. They can do the same thing under a Democratic
agency, too, because it is like hiring an accountant. When you
really find out if you want the job, you sort of say, "What do you
want the numbers to be?" That, in effect, is what the Director of
OMB does. He has done it in the past, and he will do it in the
future.

Are we paranoid about that? Absolutely. No doubt about it. You
burn me at the stove once, and I am a little more careful about
how I approach that stove in the future. I might let you stick my
head or my hand on it one time, but I am going to be more careful.

What we have designed here is a springloaded shotgun, and we
are trying to design it with two barrels. I want to make sure it has
two barrels, or that those barrels are pointed in separate direc-
tions. I think the gun might have two barrels under the amend-
ment proposed by the Senator from New Mexico, but both barrels
are pointed at Congress. I think we want to make sure that if that
gun goes off, there are not going to be any survivors. There are
going to be casualties on both sides, not just at one end. The only
way to do that is to take away or limit some of the discretion of
OMB, and I do not think it is in this proposal.

The PRESIDING OFFICER. The hour of 1 o'clock having arrived,
under the previous order, the Senate will stand in recess.

Mr. GRAMM. Mr. President, I ask unanimous consent to proceed
for 4 minutes.

The PRESIDING OFFICER. Is there objection? The Chair hears
none, and it is so ordered.

Mr. GRAMM. I thank the distinguished Presiding Officer.
Mr. President, I am going to make a full statement after the

recess, but there are a couple of points I want to make now.
First, it is true that OMB scored their fiscal year 1988 budget

deficit at $108 billion. Congress jumped up and down and said OMB
did not meet the target, and all these assumptions OMB made were
wrong; and yet, when the distinguished Budget Committee brought
its budget to the floor, it assumed all the -things OMB did to meet
the deficit target itself. So, in essence, OMB's assumptions were
phony, but the Budget Committee decided it wanted to be phony as
well. I do not know what that proves. I guess it proves that there is
no purity on this issue.

There are several additional points that I think need to be made.
We have before us a totally new process that has been dreamed up
during the last week and has received no comprehensive review. It
has been put in final form only within the last several hours. The
alternative is a proposal that was before the Senate last year,
which was adopted by the Senate by a vote of 63 to 36, including
the vote of the distinguished Senator from Florida, which I reintro-
duced with Senators Rudman and Hollings on the first day of this
session. It has been written about, debated, studied, discussed, ana-
lyzed, and everybody knows what it does.

In essence, it is a simple system that works. It is 36 pages long
and it is straightforward. It builds on a mechanism that has
worked, a mechanism that brought the deficit down from $233 bil-
lion the day it started to $161 billion today.
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What we are being asked to do is throw out this proven system
and adopt a bill that no one could explain or understand, a bill
that is 87 pages long, more than twice the length of the bill that we
all know.

A second problem is fixed versus variable targets. If you want to
balance the budget, you cannot do it by adjusting the ruler every
time you make a measurement. I can tell you what it going to
happen if the Chiles proposal is adopted. We are going to say the
deficit is $170 billion. We must reduce it by $36 billion and then we
are going to cut $36 billion, mostly through empty savings, nonre-
curring savings and guess what? Next year we get a deficit of $170
billion, we cut $36; next year $170, we cut $36. This way we never
get to a balanced budget which is what Gramm-Rudman-Hollings is
all about.

Then we have the whole problem concerning constitutionality.
If you view the OMB as a source of all evil and you try to elimi-

nate its role, except to meet the constitutional requirements, you
run into big trouble and complexity. That is exactly what this pro-
posal does.

The problem with having the baselines set out by GAO, when the
Supreme Court has already struck down GAO as a final arbiter,
arises because when the targets can be met by either $36 billion
cuts from the baseline or fixed cuts, you run right back into the
constitutional "separation of powers" problem. I am not convinced,
Mr. President, that that problem has been solved in this proposal.

Finally, we are faced with a simple decision. Are we going to stay
with the process that has lowered the deficit by $72 billion and
adopt a fix that the Senate has already spoken by a 2-to-1 margin
in favor of, or start out with a totally new process that clearly is
aimed at changing the whole mechanism that has brought us that
success? I assert, Mr. President, that we should not change a
system which is working, which has worked. I urge my colleagues,
out of all deference to the distinguished chairman of the Budget
Committee who I highly respect, to reject this new complicated ar-
rangement.

Let us go back to a proven system that we know, that we believe
in. Let us adopt that proven system. Let. us go to conference. Let us
try to put the teeth back into Gramm-Rudman-Hollings so that we
might bring the deficit down and balance the budget.

The PRESIDING OFFICER. The Senate will now stand in recess
until 2 o'clock.

DEBATE RESUMED

The Senate continued with the consideration of the joint resolu-
tion

The PRESIDING OFFICER. The question occurs on the Chiles
amendment.

Amendment No. 626 (as Modified)

Mr. CHILES. Mr. President, I send to the desk a modification of
my amendment.

The PRESIDING OFFICER. The Senator has the right to modify the
amendment, and the amendment is so modified.
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(The text of amendment No. 626, as modified, is printed later
under Amendments Submitted.) I

Mr. CHILES. I thank the Chair. I explained to my good friend
from New Mexico, and I say it for the body as well, the amendment
is exactly the same as the other amendment with the one change
that we have included here, the 60-vote point of order. That is a
provision that we had talked about. I think we had reached an
agreement on that. I had inadvertently left it out of the first
amendment that I put up. I then modified it to include that provi-
sion.

Mr. DOMENICI. Mr. President, while the distinguished Senator,
the chairman of the committee, had the right to modify it, we were
kind of operating on some gentlemen's agreements from this morn-
ing and even if I had the right to object, I would not have because I
understand that the only change that is made is to provide, as I
argued this morning for a bit, that we needed this amendment
sometime, someplace, and now it is included. It says that the super-
majority required under Gramm-Rudman-Hollings will not have
the escape valve any longer of just appealing the ruling of the
Chair and thus using the 51-vote margin to get around the super-
majority which is the essence and cornerstone of the budget re-
straint aspects of Gramm-Rudman-Hollings from the beginning.

That is all the chairman has added as an amendment. I under-
stand it. Everyone on our side who has been a part of this under-
stands it and we appreciate the chairman offering it as an amend-
ment.

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. BYRD. Mr. President, I ask unanimous consent that the order

for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.

DEBATE RESUMED

The Senate continued with consideration of the joint resolution.

Unanimous-Consent Agreement

Mr. BYRD. Mr. President, I ask unanimous consent that there be
a 1-hour time limitation on the amendment by Mr. Chiles, which is
pending, the time to be equally divided between Mr. Chiles and Mr.
Domenici; that upon the disposition of that amendment, if it fails,
then Mr. Domenici be recognized to call up an amendment and
that there be a 1-hour time limitation on that amendment, to be
equally divided between the same two Senators; provided further,
that no amendments to either amendment be in order.

The PRESIDING OFFICER (Mr. Dixon). Is there objection?
Mr. DOMENICI. Reserving the right to object.
The PRESIDING OFFICER. The Senator from New Mexico.
Did the minority leader ask for recognition, may I inquire?
Mr. DOLE. I will defer to the Senator from New Mexico.
The PRESIDING OFFICER. The Senator from New Mexico.

ISee p. 69.
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Mr. DOMENICI. As I understand it, I say to the distinguished ma-
jority leader, no amendments are in order to the Chiles amend-
ment; on the Domenici amendment, which I will offer on behalf of
Senator Gramm and others, no amendments will be in order to it;
and that in the event the Chiles amendment fails, my amendment
would be called up next and be the pending business under this
unanimous-consent agreement.

Mr. BYRD. The Senator is correct.
The PRESIDING OFFICER. Is there objection?
Mr. DOLE. Reserving the right to object, and I shall not object.
The PRESIDING OFFICER. Who seeks recognition?
Mr. DOMENICI. I suggest the absence of a quorum.
Mr. BYRD. Mr. President, I have the floor.
Mr. DOMENICI. Excuse me, Mr. Leader.
The PRESIDING OFFICER. Who seeks recognition?
Mr. BYRD. I have the floor. I yield to the distinguished Republi-

can leader.
The PRESIDING OFFICER. The minority leader is recognized.
Mr. DOLE. Mr. President, as I understand it, if both amendments

fail, then we still have the debt ceiling. Would it be the majority
leader's intention to have a vote on that at that time?

Mr. BYRD. Well, I think we would have to make that decision
based on the circumstances at the time. I hope that if both amend-
ments failed, we could reopen negotiations and perhaps come out
with something that could be agreed upon by a majority on both
sides.

Mr. DOLE. It is also my understanding that the Senator from
Connecticut [Mr. Weicker] has indicated that, unless there is some
agreement to waive points of order, he would lodge a point of order
against each amendment on the budget.

Mr. BYRD. This agreement would not waive points of order.
Mr. DOMENICI. Mr. President, I say to the majority leader, reserv-

ing the right to object, that I apologize for seeking a quorum with-
out having the floor. I was unaware and forgot.

But let me just ask further clarification. In the event the Chiles
amendment is agreed to, obviously it is subject to amendment. In
the event it fails and the Domenici ame-iment is agreed to, it is
subject to further amendment. Nothing that we will be doing in
this unanimous consent precludes that condition from being the op-
erative parliamentary situation of Senators, is that correct?

Mr. BYRD. I take it both Senators would want that situation to
obtain. I add that to the request, that if either amendment is
adopted it is then subject to further amendment.

The PRESIDING OFFICER. The majority leader has added that to
his unanimous consent request.

Are there any objections? Are there any objections to the majori-
ty leader's amended unanimous consent request?

Without objection, that is so ordered.
Who yields time?
Mr. CHILES. Mr. President, I yield myself 5 minutes.
The PRESIDING OFFICER. The Senator from Florida is recognized

for 5 minutes.
Mr. CHILES. Mr. President, I think now that we have the time

agreement we can begin to compare the two propositions that we
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have before us. While the distinguishing ranking member of the
Budget Committee, Mr. Domenici, has not proposed his amend-
ment, I guess I will have to make some remarks about it. If I am
incorrect in any regard, I am sure that he will correct me.

I think we are looking at now for guidance from the Senate on
the two propositions that we have before us.

I would say to start with, I think both propositions are similar in
this respect: each one attempts to make a correction to the glide-
path of Gramm-Rudman-Hollings that legislation got off the path
at its very outset when we started off thinking we had a deficit of
$170 billion then found out the deficit had gone to roughly $220 bil-
lion. So, glidepath began with a $50 billion error and we have car-
ried that error all the way through.

I think both attempt to correct that.
I think, however, there is a basic difference. In the proposition

we now have before us, in addition to that glidepath and fixed tar-
aats there is another way to avoid the sequester. That is, if we do

6 billion in deficit cuts off real policy changes in 1 year, that
would allow us to avoid a sequester.

The mechanism is not included in the proposition of the distin-
guished Senator from New Mexico and the Senator from Texas and
others.

Mr. President, I think that is a major difference. I want to illus-
trate the reason that we have the $36 billion. If you just look at the
projection chart back there, you see what has happened to us.

You are looking at the February 1987 CBO baseline. That is the
green line on the chart, Mr. President. You will see how that line
is going and how it measures up against the Gramm-Rudman-Hol-
lings targets, which is the red line. You see that is what we are
supposed to be doing under the present targets. You see the budget
resolution falls roughly in between. We could not, perhaps, get it
all the way to the Gramm-Rudman-Hollings targets this year. That
is because of the $50 billion error. So that shows you why we had
to correct that; why the black line is not following the red line.

If you look a little further, Mr. President, to the blue line, you
see what has happened economically between February and July;
not too many months difference.

You see the CBO baseline has changed. It is much higher; much,
much higher than it was. Because of that, if you did not have some
flexibility, you would have to adjust those deficits to fixed targets
and you would have to make tremendous cuts. We see, off of the
CBO baseline, required of cuts would be over $100 billion in a year.

This body has worked very hard, and in the last several years
tried to do some good work. We have not cut $36 billion in real
policy changes in the last 2 years combined. What is the occasion
for the changes in the blue line? Is it congressional action? Not
really. It is several other things.

One of the major factors is that economic conditions have
changed. Interest rates have gone up. The inflation rate has turned
up a little bit.

The revenues anticipated as early as February have not materi-
alized. We are not going to have the tax collections.

So those factors, none of which were in any bill we passed involv-
ing additional spending or anything, have had a major impact.
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What we are saying is even when we corrected the glidepath,
and both sides are going to do that, we are still subject to those
fluctuations you see projected there. For that reason we are trying
to install a discipline.

We say you have to achieve $36 billion in real cuts. In our propo-
sition, remember, we do not allow asset sales; we do not allow
phony accounting so you can slip military pay 2 or 3 days or de-
fense contracts 10 days. We are not allowing those devices. We are
saying if you do $36 billion in real cuts, that will save you from
sequester.

To me that is much more creditable. The Congress knows from
the outset what they will have to do. If you do not have that, and
the economic projections change, everybody around here throws up
their hands and they say there is no way you can measure it.

I think the public loses confidence because you said you are
going to do something and you cannot, but the public can measure
whether you have changed $36 billion. Mr. President, the glidepath
may change over a year. It may, I guess, change over 2 years, de-
pending on what the economic variations were. But at least you
will know you are going to have to make real policy changes of $36
billion a year. And if you could get that discipline installed here,
you would get that deficit cranking down toward zero. Then I sus-
pect the blue line would behave even better because you would not
have as many fluctuations once you had set your path. So we think
that is a major difference.

What is another major difference? It is who handles the figures.
We are pursuing neutrality. I think basically all sides have sought
that all the way through the process. The question is how do you
try to get a neutral set of books that are not cooked?

The Senator from New Mexico said there is paranoia on our side.
There is. I guess I will have to admit to that. As I said this morn-
ing, once I have been burned by the fire I am going to be a little
careful approaching that hot lid the second time.

We are saying there will be no neutral set of books, neutral ac-
counting, neutral figures, if you put OMB in the driver's seat. It
just cannot be.

OMB is an agency of the President. It is in the Executive Office
of the President. As such the employees are picked and selected di-
rectly by the President. Whether it has been Democrats or Republi-
cans, that is a branch, an arm of the President.

We only have to look at this year. You see that in this year when
the President sent his budget to us they said that budget was $108
billion.

The CBO disagreed. They said it, missed by $27 billion higher.
The consensus forecasts all said that. Now OMB has even had to
come around and admit: Yes, we did not meet the $108 billion
target.

Was that a small estimating error? A guesstimate? No, it was 50
percent.

It was 50 percent and it was cooked. That is what OMB's job is;
to cook the books the way the President wants them cooked; the
way it will come out for him.
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We are just saying we do not think we should set up this guillo-
tine and place the string in the hands of someone who can adjust
which necks are going to get hit.

If it is going to fall, we want it to fall on Congress' heads and we
want it, not on the administration and the President.

We are worried, with the proposition we have before us, that
that cquld not happen.

Mr. President, in a nutshell, I think that is the principal differ-
ences that we have.

Mr. President, I have pointed out that in our proposition we do
not allow one-time savings, we do not allow asset sales to be used.
The proposition of the Senator from New Mexico and the Senator
from Texas would allow you to have asset sales, and I assume they
would also allow the 1-year savings.

So those are the principle differences between the two plans.
Mr. Johnston addressed the Chair.
The PRESIDING OFFICER. The Senator from Louisiana. Who yields

time to the Senator from Louisiana? There is 1 hour equally divid-
ed.

Mr. CHILES. I was going to ask the Senator whether he was going
to speak for or against my amendment.

Mr. JOHNSTON. Mr. President, a parliamentary inquiry. What is
the time limitation?

The PRESIDING OFFICER. The time limitation is 1 hour equally di-
vided between the managers on the two sides. That is on the Chiles
amendment, I say to the Senator from Louisiana. The Senator from
Florida has been indicating a distinction between his amendment
and the subsequent amendment to be offered by the Senator from
New Mexico.

Mr. JOHNSTON. Are second-degree amendments in order?
The PRESIDING OFFICER. There are no second-degree amendments

in order by virtue of the unanimous-consent agreement obtained by
the majority leader, though it is agreed that if either the Domenici
or the Chiles amendment is adopted, thereafter amendments would
be appropriately considered under the unanimous-consent agree-
ment.

Mr. JOHNSTON. Is there a time limitation thereafter?
The PRESIDING OFFICER. There is none.
Mr. CHILES. Mr. President, I yield 5 minutes to the Senator from

Louisiana.
The PRESIDING OFFICER. The Senator is recognized for 5 minutes.
Mr. JOHNSTON. Mr. President, I appreciate the Senator yielding 5

minutes.
Mr. President, the Gramm-Rudman-Hollings bill is looked upon

by many as an unalloyed success, as being the solution to all our
problems. I must say, Mr. President, I look on this procedure as an
abject failure, as the root of much of our problem, as something
that has accomplished almost nothing, and yet here we are in the
process of trying to lock ourselves into it for a period of 5 years.

Can anybody really look at this process and say it has really
worked? I think it has not. I think without the process-we would
have faced up to our responsibilities much better. I think it is a
triumph of form over substance, of trying to substitute procedure
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for decisionmaking, for actual cuts, for taxes, and other things to
cut the budget.

Mr. President, I look at what has happened under this bill. I can
tell you what I think the result has been.

First of all, cooked numbers. We have just been talking about the
cooked numbers. Who denies there have been cooked numbers?
There are the stories about how we moved the paydays forward by
1 day in order to receive a great dividend.

I remember when the OCS revenues, $2.5 billion, received in 1
year were fictitious moved to the next year to make the next year's
deficit seem smaller and this year's deficit seem a little bigger so it
would not result in a higher deficit.

Gosh, Mr. President, we have had asset sales that would never
come about, we have had growth rates that have been overextend-
ed to make things look better, and it just has not worked. We
cannot just blame the President for not going along with taxes. It
is that we have tried to substitute this procedure for the substance
of decision. That is the fundamental mistake, that this thing is
simply not going to work.

Mr. DOMENICI. Will the distinguished Senator yield for a request
of the Chair? I have to step off the floor.

Mr. JOHNSTON. Not on my time.
The PRESIDING OFFICER. The Senator may yield without it being

charged to his time.
Mr. DOMENICI. Mr. President, I ask that time and management

of this bill temporarily be transfered to the distinguished Senator
from Texas while I step off the floor for a few moments.

The PRESIDING OFFICFR. Without objection, it is so ordered.
The Senator from Louisiana is recognized without loss of time.
Mr. JOHNSTON. The first result is that it has not reduced the defi-

cit as much as we would have done if we had faced up to our re-
sponsibilities instead of trying to do it through procedures. The
second result, and nobody can deny this, is to delay the whole proc-
ess. Nothing is done until you finally- agree on a budget number.

What does that mean? You put off all the appr-opriations bills.
Look at us. Here we are virtually at the first of August and we
have not considered the first appropriations bill. What does that
mean? We will have another CR. Who thinks that to hove all the
functions of Government rolled into one CR is a good thing to do?
Of course, it is not.

As long as you have this Gramm-Rudman-Hollings procedure, it
will happen that way because it is calculated to move everything
toward the end of the year.

Third, Mr. President, this whole process does not deal with over
80 percent of the problem. What is the problem? You estimate the
deficit each year and then it grows the next year. It has grown by
tens of billions of dollars most each year.

Why -does it grow? It grows because of technical requirements. It
grows because of wrong projections in figures such as economic
growth, unemployment, et cetera. And it grows because of inability
to estimate entitlement growth.

Over 80 percent of the errors that have come about have come
about from those three sources, and this whole procedure does not
deal with those one whit, not one bit.
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So here we are, we are going to lock ourselves into this strait-
jacket to have a little hair of the dog. You know, when the guy
wakes up in the morning and has this terrible hangover, he says,
"Boy, what I need is some hair of the dog. A little drink. That will
chase away the hangover and I will be OK."

So the Gramm amendment and the Chiles amendment are hair
of the dog. Boy, the last one did not work, but if we just make that
drink a little stronger, maybe it is going to work.

We have somehow lost track of where it is we were supposed to
be going.

The PRESIDING OFFICER. The Chair regrets to advise the Senator
from Louisiana that his 5 minutes have expired.

Mr. JOHNSTON. If the manager will yield to me 1 minute, I would
like to announce that if anybody announces-I really want to be
informed on any unanimous consent requests-if anybody thinks
these packages wflJ be adopted without debate, and I am not talk-
ing about filibuster but debate and mature consideration, please
disabuse themselves of that idea.

Mr. LEAHY. Mr. President, as one of the early supporters of the
Gramm-Rudman-Hollings law, I rise today in support of Senator
Chiles' amendment to restore the discipline to the balanced budget
process.

This amendment is just the beginning of the process of restoring
the efficacy of the balanced budget law. This is not a perfect pro-
posal and, in the coming days, I hope that much needed improve-
ments will be made.

The Chiles amendment, however, restores the automatic cutting
process to the Gramm-Rudman-Hollings law, while still giving Con-
gress ample opportunity to vote up or down on specific spending
cuts and revenue increases. Such congressional action would pre-
vent undesirable automatic cuts.

Congress is also given an opportunity to vote up or down on the
across-the-board cuts, in the event that the deficit exceeds legal
limits. Congress should bear this responsibility. The Constitution
gives Congress spending and taxing authority to ensure that the in-
terests of the people, including the needy, senior citizens, and
others, are protected.

Last year, I was one of the handful of Senators who voted for
Senator Exon's amendment to require Congress to vote on seques-
ters. I am pleased that the Exon proposal was included in this
effort to restore the Gramm-Rudman-Hollings discipline.

The Chiles amendment will also go a long way toward restoring
truth in budgeting. The Office of Management and Budget [OMB]
will be prevented from cooking the books to further the President's
agenda of increasing defense spending and cutting programs that
help people. It will also cut down on the smoke and mirrors cur-
rently used to reduce the deficit. No more one-time asset sales. No
more prior year savings.

Finally, Mr. President, restoring the discipline-the potential for
an across-the-board reduction in spending-is needed to force true
deficit reduction. The prospect that virtually all defense and do-
mestic programs would be subject to an across-the-board cut is de-
signed to force the President and Congress to agree on reasoned re-
ductions in spending and increases in revenues. We must not let
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the computers do the job we were elected to do-to responsibly
manage the fiscal affairs of this Nation.

Congress may prevent a sequester by passing a reconciliation
bill-a bill to make specific reductions and even increases in cer-
tain programs. This process will substitute responsible spending
choices concerning specific programs for arbitrary cuts in nearly
all programs.

Mr. President, since the Gramm-Rudman-Hollings was enacted,
the deficit has been reduced by more than $60 billion. And, we
have reduced the deficit without cutting health, education, and
human services programs. In fact, in the last 2 years, Federal sup-
port for health and education programs has been increased to keep
up with inflation for the first time since this administration came
to office.

The Chiles amendment also continues to protect vital Social Se-
curity, children's programs and nutrition programs from any cuts
during a sequester. Federal retirees would also be protected.

Mr. President, I believe the Chiles amendment is superior to the
Domenici amendment.

The Domenici amendment resembles the so-called Gramm-
Rudman-Hollings II plan, which I supported last year. Yet, the Do-
menici amendment is actually very different. I voted for Gramm-
Rudman-Hollings II only after Senator Exon's amendment was de-
feated. As I mentioned earlier, the Exon amendment would have
forced Congress to vote on sequesters. This is essential, as I said
last year and when I voted for the original Gramm-Rudman-Hol-
lings law. Unfortunately, the Exon amendment was defeated.

Senator Chiles amendment includes a version of the Exon plan.
Congress would be forced to vote-to make tough choices. The Do-
menici plan contains no such requirement.

Unlike Gramm-Rudman-Hollings II, the Domenici amendment
also gives the Office of Management and Budget license to manipu-
late sequesters in order to shield defense spending and force deeper
cuts in vital social programs. This is unfair cuts and unacceptable.

For all of these reasons and, especially because Congress would
be forced to vote, I support the Chiles amendment.

Gramm-Rudman-Hollings has worked reasonably well. The
Chiles amendment will restore the discipline to this process and
hopefully send a message to the President. It is time to get serious
about reducing the deficit.

The PRESIDING OFFICER. Who yields time?
Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. I assume under the previous consent, having re-

turned to the floor, I now control time on this side.
The PRESIDING OFFICER. The Senator is correct.
Mr. DOMENICI. I yield 10 minutes to the Senator from Texas.
The PRESIDING OFFICER. The Senator from Texas is recognized

for 10 minutes.
Mr. GRAMM. Mr. President, I thank the Senator for yielding.
I would like to first point out that something very fundamental

has changed as we look at the path of the budget deficit.
When we adopted the Gramm-Rudman-Hollings law, it was

trumpeted all over America that we had made a commitment to do
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in 5 years what every family has to do every year, and that is to
balance the budget. We had a tremendous reaction in the financial
markets. I do not think it is an overstatement to say that for the
first time in our current spending era there was a belief in the fi-
nancial markets of America and on Main Street, America, that we
had done the first fundamental thing to address the budget deficit
in 20 years.

As a result, interest rates fell, both short-term and long-term
rates. I am not going to give Gramm-Rudman-Hollings credit for all
of the decline, but it was clearly a substantial factor.

However, we have not been overwhelmingly successful in forcing
the kind of budget compromise that many of us wanted. In many
cases we have not made the fundamental decisions that I had
hoped for and still hope for, But I think the facts speak for them-
selves.

By the time Gramm-Rudman-Hollings was enacted, the deficit
was estimated at $233 billion. We had a sequester of $12 billion off
of the $233 and Congress affirmed it, bringing the deficit down to
$221 billion for fiscal year 1986. Today the Congressional Budget
Office projects the deficit for fiscal year 1987 to be $161 billion.
That is $72 billion of deficit reduction.

Now, much of the deficit reduction occurred because of a decline
in interest rates. Much of it occurred because of the one-time
impact of tax reform. Some of it occurred because we did not start
any new big spending programs, because with the points of order
we stopped spending from growing. But the bottom line is that we
experienced the largest budget deficit reduction in history.

Today, we are here with two different approaches to the same
thing, and that is to fix this one imperfect instrument that is the
first vehicle that has ever really given us any hope of doing any-
thing about the deficit. We have two sincere but distinctly different
ways of trying to do that. I oppose the approach that Senator
Chiles has proposed not because we do not share the same objec-
tive; we do, but because I do not think his proposal is an effective
way to achieve it. I think there are very serious problems with his
proposal.

I would like to outline the things that are similar and the things
that are different between the two proposals.

First, both approaches agree that interest rates have risen partly
because in the last 6 months it has been clear to everybody that we
lost our will to control spending-domestic spending in the budget
was up by over $40 billion, taxes up by $20 billion and unless some-
thing is done, we all know those taxes are not going to be enacted
into law. The deficit -begins to mount.

What do we do that is similar? What do we do that is different?'
We both agree on a set of new targets based on the hew reality.
That is not an issue. The new targets are identical. We both agree
that we ought to have 60 votes to overrule the Chair on a 60-vote
budget point of order because we want the process to work. We
both agree that while OMB and the Senate Budget Committee have
used "cooked" numbers this year-in fact, there were two baselines
in the budget-we do not want to do that on a permanent basis and
we both outlaw it.
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What are the differences? Well, the differences really boil down
to the mechanism itself. In the case of the mechanism that I will
offer with the distinguished Senator from New Mexico, we have a
mechanism that was adopted by the Senate on a vote of 63 to 36.
We have a mechanism that has been debated for over a year. We
have a mechanism that has been studied by distinguished scholars,
by economists, and by constitutional lawyers. It has been written
about. It has been thoroughly analyzed. There is no debate about
two things: First, it is constitutional. Second, it will work.

The alternative is a new approach that has been written,
thought out, brought up, all in 1 week.

Now, part of the problem is not any lack of sincerity or brilliance
by Senator Chiles and his staff. They have both. The problem is
you cannot produce in a week a totally new mechanism to reconsti-
tute Gramm-Rudman-Hollings. This is proven by the fact that it
took us 8 months to develop the one that was adopted previously
and is going to be offered later today.

A second problem is that by trying to exclude the Office of Man-
agement and Budget from having a coequal role while at the same
time addressing the constitutional problems, you have to have a
very complicated, very convoluted process. The process that I will
offer with the distinguished Senator from New Mexico is 36 pages
of a straightforward process that will do the job. The vehicle that
has been offered is 87 pages long. It is a laborious, convoluted, com-
plicated process. I do not want to get into a long debate about this
cumbersome process because we only have a half-hour, so I have
just picked out one example to demonstrate the problem with this
approach.

In trying to cut OMB out of this partnership, you have to keep
coming back to Congress to do things. But what if Congress and the
President do not agree and do not act? Well, look at this one prob-
lem under the Chiles mechanism, on March 1, GAO determines a
common baseline based on the OMB and CBO estimates.

So GAO sets out what is, for the Chiles approach, a baseline.
That baseline is relevant because under the Chiles approach you
can avoid the automatic cut by either getting $36 billion of deficit
reduction or meeting the target, and if the target is closer than $36
billion,•then the difference between the baseline and the target be-
comes what Congress has to do to avoid the sequester order.

Now, I pose this problem. GAO puts the baseline into effect. The
difference between the baseline and the target in the Chiles bill is
less than $36 billion. Congress in the intervening period does not
act. There is a dispute between the President and the Congress.
The President has sold assets or done something in the farm pro-
gram on a final regulation; he claims credit for deficit reduction. It
is scored by CBO and OMB. Congress will not adopt a joint resolu-
tion. Or CBO has overscored a bill; the President disagrees with it
and will not sign it; there is no intervening action. It certainly
could happen. You get to the end of the fiscal year. What happens?
Well, if you sequester based on the $36 billion sequester order
hanging out there-in my example, say the deficit is $20 billion
from the target-you are over-sequestering by $36 billion. On the
other hand, if you sequester $20 billion, based on GAO, you violate
the Constitution of the United States because you violated the sep-



42

aration of powers, as we already know by a Supreme Court deci-
sion.

So, in one case, you oversequester by $16 billion. In the other
case, you have a clear violation of the Constitution, and that is
clearly only one of many, many problems that could be raised
about the Chiles approach.

Now, rather than get into those, let me go on. We have in the
approach that will be offered, if the Chiles amendment fails, fixed
targets. The virtue of a fixed deficit target is that you know this is
a 5-year program, not a 1-year program. The problem with having
variable targets that float is that we have a tendency to enact 1-
year savings. So that we say the deficit is $170 billion and we-

The PRESIDING OFFICER. I regret to inform the Senator from
Texas that his 10 minutes have expired.

Mr. GRAMM. I ask for 4 more minutes.
Mr. DOMENICI. I yield 5 minutes to the Senator from Texas.
The PRESIDING OFFICER. The Senator is recognized for 5 minutes.
Mr. GRAMM. So our problem is if you have floating targets, we

say the current deficit is $170 billion, and we have to achieve 36
billion dollars' worth of savings.

They do not have to be reoccurring, they can be 1-year savings
like selling REA loans so that at the end of the fiscal year every-

-body- applauds, we reduced the deficit by $36 billion and the next
year the deficit is $170 billion again. In fact, under the Chiles pro-
posal with floating targets there is no guarantee that if we do ev-
erything the law calls for, we will ever come close to balancing the
budget. With the fixed targets of the Domenici-Gramm approach,
No. 1, if we do what the law calls for, we will balance the Federal
budget. Second, we have an incentive to do permanent things that
induce permanent savings because you do not let the target float.
You have to meet $150, $130, $90, $45, and zero. That gives Con-
gress an incentive to do things that last.

Now, the distinguished Senator from Florida has said he outlaws
asset sales, but he clearly does not outlaw asset gifts. We would
lose $2 billion by allowing REA loans to be prepaid without a pen-
alty. If we went into the marketplace and sold those loans, they
would sell for $2 billion more than the redemption value because
their face value is above the market value. So under the Chiles pro-
posal, you can give it away; you cannot sell it. But it is still a one-
time savings, or a phony savings as some have said.

That, basically, is the nucleus of the difference.
First, we have a vehicle that has been debated for almost a year.

We all know what is in it. We all agree, based on the study of con-
stitutional scholars, economists, and Members of the Senate and
House, that it will work. The Senate agreed to it once with a vote
of 63 to 36. It has fixed targets that act as an incentive for a per-
manent solution, recurring savings. It does not have a constitution-
al problem. It is not convoluted. It is not complex. It seeks a bal-
ance between CBO and OMB.

The plain truth is that both of these entities are subservient, one
to the President and one of Congress. At least at OMB we confirm
the Director. Two people hire the Director of CBO. CBO has been
objective because it has never had any power. But if you give it the
power to certify, which it would have under the Chiles proposal,
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when the Director is hired by two people who both have their indi-
vidual objectives, objectivity is going to go out the door.

Jefferson said: "If you can't eliminate power, disperse it."
What we try to do is to have a division of power between CBO

and OMB, meeting the constitutional constraints and giving Con-
gress, if it disagrees with the final decision, arv-opportunity, on an
expedited basis, to come back on a highly privileged motion and re-
define the baseline. I think that is a reasonable approach.

I hope that those who want to fix the Gramm-Rudman-Hollings
bill, put the teeth back in it, will reject the Chiles proposal-not
because it is not a good effort from the point of view of being well-
intentioned, but because it is not a viable solution to the problem.

There has been discussion elsewhere about defense flexibility.
That is going to be a separate issue from the vote on the Gramm-
Rudman-Hollings fix that Senator Domenici and I will offer. If you
do not support that, you will have a chance to vote separately on
that issue.

The clothes are dirty. They need to be washed. Stay with the
washer we all know and understand. It works. Do not go with this
new device that has all kinds of constitutional problems, all kinds
of practical problems. It is a tough problem. We need a simply ma-
chine to help us do the work.

I yield the floor.
The PRESIDING OFFICER. Who yield time?
Mr. DoMENICI. Mr. President, how much time do we have re-

maining on our side?
The PRESIDING OFFICER. The Senator from New Mexico has 141/2

minutes on his side.
Mr. DOMENICI. How much time does the distinguished chairman

have on the other side?
The PRESIDING OFFICER. The Senator from Florida has 14 min-

utes and 10 seconds.
Mr. DOMENICI. I yield myself 5 minutes at this point.
The PRESIDING OFFICER. The Senator from New Mexico is recog-

nized for 5 minutes.
Mr. DOMENICI. Mr. President, I deeply i egret that we are not

here today on a permanent Gramm-Rudman fix in full collabora-
tion with Senator Chiles, his wonderful staff, and those on this side
of the aisle who have worked literally for months on it.

Frankly, I am firmly convinced-aside from whether we should
have fixed targets or whether we should have the $36 billion reduc-
tion each year, as described in the Chiles amendment-I am firmly
convinced that we are destined to be here because of a very simple
but profound difference of opinion with reference to the OMB, the
CBO, and GAO, and the President of the United States.

My friend, the chairman of the committee, is firmly convinced
that even though the U.S. Supreme Court has made it rather clear
that you must maintain zealous constitutional limits on the separa-
tion of powers in this approach, and that you cannot use legisla-
tively created entities to do executive work, or vice versa, he has
come to the conclusion, with the aid of those who helped draft this
86-page amendment, that, one way or another, the Congressional
Budget Office is superior to OMB, more trustworthy, more neutral,
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and, in the final analysis, can really help us control this deficit
better because they are apt to be more fair.

Once that conclusion was fixed in the mind of my friend from
Florida, and then he would try to have a mandatory sequester
process, it was unavoidable that we would be here with this differ-
ence of opinion and this huge attempt to make a constitutional
automatic sequester the law of the land.

Mr. President, I am discouraged that I am now hearing that
what the U.S. Senate voted in last year as a permanent Gramm-
Rudman-Hollings sequester fix-it never made it through the U.S.
House of Representatives, but it made it through this body hand-
somely-I am very disturbed to hear that, somehow or other, in
about 8 or 9 months it has all of a sudden become something that
the other side of the aisle cannot vote for. I really do not under-
stand that, unless we have a marvelous proposal before us that was
unequivocally better than that.

It seems to me if that is the case, Senators ought to vote "aye"
for the Chiles proposal. If that is not the case, it seems to me that
Senators ought to vote "aye" when we offer our amendment, be-
cause we already have adopted it. We can talk in our hour when
we get on our amendment. But, essentially, for those who are
saying it is all confused, yes, indeed, the amendment that we are
going to vote on is all confused, because it is brand new. But we are
not offering a brand-new amendment. When we follow this, if it
fails-and I hope it fails-we will offer the Senate a permanent
Gramm-Rudman fix that we have already voted in.

There are a few changes-some that changing economic circum-
stances dictate. We will try to convince the Senate to make other
amendments to it, but they will be freestanding.

Mr. President, is there any real reason for us to have come to
loggerheads over OMB and CBO?

I want to read to the Senate from the U.S. General Accounting
Office, their assessment of OMB's and CBO's accuracy, with refer-
ence to their responsibility on economic assumptions and the like.
It is very short. They say:

Neither OMB nor CBO has been substantially less accurate than the private
sector forecasters in forecasting the upcoming year, and neither has had a greater
tendency to overpredict or underpredict than nave private sector sources. In par-
ticular, variable mean error of the OMB and CBO forecasts tend to be the same
sign, and both root mean square areas-

Now we are getting into jargon
tend to be of similar magnitudes to the corresponding measure of the private sector.

The PRESIDING OFFICER. The time of the Senator from New
Mexico has expired.

Mr. DOMENICI. I yield myself 3 additional minutes.
Mr. President, the bottom line is that we did not have to be here.

If we really want a permanent Gramm-Rudman fix, we did not
have to be in this state of confusion.

If there were a few amendments that people wanted to the bill
we already passed, we could have worked those out, but we had to
start over, there is the essence of the reason why CBO is more
trustworthy. For the next 5 years we are going to give them the
prime responsibility of determining the economics, the sequester,
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the account diminutions as we go through this process. We really
believe there is no justification for it, and the other was absolutely
constitutional and, I repeat, was voted in by the Senate, by a
rather handsome margin.

I also suggest that if anybody is interested-and from what I am
gathering here, minds are made up: we are making sure that we
fill this RECORD with our eloquence, if that be the case, or lack
thereof-I submit that if you want to know the difference between
OMB and CBO the last time we had a sequester, look at it. There is
a difference. Instead of speculating, read it and see where the dif-
ferences are, and see what we have done in the amendment that
the Senate already passed, which will follow the Chiles amendment
today. See what we have done to correct it.

Obviously, they made honest, bona fide estimating errors.
They did such things as this: one assumed we would make ad-

vance deficiency payments and the other did not-a few billion dol-
lars. In the amendment that we will ask the Senate to vote for, we
have clarified that, and that is our prerogative. Advance deficiency
payments will be treated one way. That is $3 billion or $4 billion of
the error.

As to the other things that were in error or where they had dif-
ferences of opinion, almost every one we have taken care of in the
amendment that already passed the Senate, which is the fixed
mechanism of assuring the Senators. Almost every difference that
occurred the first round has already been fixed. People will say,
"Fixed in what?" fixed in a law you already adopted here, not a
brand new one.

I want to close with two other things, with reference to economic
assumptions and a fixed target. Everybody should remember that
this law says if you have two-quarters of less than 1 percent growth
that is defined as a recession and all bets are off.

Consequently, the disparities and ranges are not going to be per-
mitted to have that much effect because if it is two-quarters of 1
percent or less the whole process is off.

I want to close in reading something. I yield myself 2 additional
minutes, Mr. President.

The PRESIDING OFFICER. The Senator from New Mexico is recog-
nized for an additional 2 minutes.

Mr. DOMENICI. I have gone through this amendment and I am
going to read and see if everybody will listen and understand how
confusing this is. "One thing most Members can agree upon is the
need to reduce the deficit. The general consensus is that Congress
should try to cut the deficit by at least $36 billion."

Now, Mr. President, that is the basis of our proposals, his and
ours which will follow.

Senator Chiles' proposal, for example, states that the sequestra-
tion amount is $36 billion. The question to my good friend from
Florida is $36 billion from what? This amendment has some very
complex instructions on calculating the $36 billion from what?
First it says that the sequestration amount is an amount equal to
the difference between-if you are getting confused, so am I-the
estimated deficit and the maximum deficit amount.

Then it says that the sequestration amount is an amount equal
to the difference between the deficit reduction amount and the esti-
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mated amount by which the deficit will be reduced below the defi-
cit reduction baseline. If you were confused before I imagine you
are a little more confused. So am I.

These instructions hardly help, because, let us go on. A $36 bil-
lion reduction from the deficit reduction baseline, which this
amendment defines elsewhere as the CBO baseline, is not the same
as the $36 billion sequestered from the Gradison base and it is still
in the law. The difference is about $13 or $14 billion. That is real.
We have gone back and understood the jargon and it is $13 to $14
billion difference if you can understand it. And that is not just
some decimal dust, especially when the amount may be cut from
Federal programs.

So I really wish that the proponents of this amendment could ex-
plain to me, and I am someone that I think is fairly experienced in
these matters, what really is going on in this amendment that we
are being asked to vote for here today.

Now, Mr. President, how much time does the Senator from New
Mexico have?

The PRESIDING OFFICER. I regret to inform the Senator from New
Mexico has used up the time he asked for. But his side still has 2
minutes and 54 seconds.

Mr. DOMENICI. Mr. President, I reserve the remainder of my
time.

The PRESIDING OFFICER. Who yields time?
The Senator from Georgia has 14 minutes and 3 seconds.
Mr. CHILES. Mr. President, I yield myself 5 minutes.
The PRESIDING OFFICER. The Senator from Florida is recognized

for 5 minutes.
Mr. CHILES. Mr. President, I have listened with interest to the ar-

guments of my two distinguished colleagues, the Senator from
Texas and the Senator from New Mexico. And I think there is a
basic difference here. There is no doubt about that.

Something that has been talked about is the constitutionality of
the act and how to assure constitutionality in the Gramm-Rudman-
Hollings scheme.

There are basically two ways you can do that. We have had the
Supreme Court decision. W, know something about that now. One
is to delegate to the executive. The other is to legislate. We chose
the second route, to legislate. The amendment from the Senator
from New Mexico and the Senator from Texas will take the other
route and that is to delegate to the executive. You can take either
one of those.

Now the amendment is lengthy. We have cited a number of
pages, 80-..omething pages here. It is lengthy. But I will point out
to the Chair and to the Senate that we had a simpler provision in
the introduction of the original Gramm-Rudman-Hollings as intro-
duced by the Senator from Texas. That provision was 37 pages.

Now we are weighing pages here and talking about pages. It was
37 pages, so you might say it was simple, but it did not define some
things, and when it went to the conference where there was a re-
write that took place, it came back 150 pages, and I do not remem-
ber anybody at the time saying this is 150 pages and it is just too
long.
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Now, Mr. President, it went from 37 pages to 150 pages because
someone was trying at that time to make sure what they were
doing and trying to assure some neutrality. We passed that and we
thought we had neutrality.

Now, I have heard an argument at length about the differences
between OMB and CBO in the first sequester and you find how
minor they are, and they were. They certainly were but, remem-
ber, Mr. President, at the time there was a neutral referee, GAO.

So, I just want to raise the argument that those differences were
minor because there was that neutral, referee, both sides knew the
referee was there, no one had a whip hand, no one had the pre-
dominant hand and so there was every reason that they be neutral.

Now what we have done in ours is provide that, overall, Congress
has to approve those figures. We take the legislative route, rather
than to delegate to the executive route, to try to keep the constitu-
tionality. It takes a few pages to do that but they are in pursuit of
neutrality.

So, really, let us talk about the basic differences. One is, if you
are for putting in an automatic sequester, does that mean you have
to surrender everything-the neutrality-to the executive? I
happen to believe that article I, section 8 of the Constitution was
written for a good purpose which says that the Congress is the
body that legislates the taxes, Congress is the body that determines
spending. I think Congress should be the body that levies what a
sequester should be.

I am not ready to surrender that to the executive branch and to
OMB. If it takes me a few pages to keep from doing that, I am
going to do it. If the Senator from New Mexico said it was a funda-
mental difference from the outset that was something that the Sen-
ator from Florida felt should be necessary.

I hope the Senate feels it should be necessary that we should
have this kind of a neutral difference between the two.

The PRESIDING OFFICER. I regret to advise the Senator from Flori-
da his 5 minutes have expired.

Mr. CHILES. Mr. President, I yield myself 5 additional minutes.
The PRESIDING OFFICER. The Senator from Florida is recognized

for an additional 5 minutes. He is advised he has 8 minutes and 36
seconds.

Mr. CHILES. I thank the Chair.
The opponents to the amendment are saying that their amend-

ment, the amendment of the Senator from New Mexico and Texas,
would be the same plan that the Seante has passed last year and
we should not back away from that plan which was to be a perma-
nent fix. My memory on that was that before it was over, it was a
1-year plan, not a permanent fix.

But there was a basic difference even in that, and that difference
is to try to provide some neutrality. And we were reaching, after
the court decision, to try to find out how to do it.

The Senate passed an average of the OMB-CBO figures. We
passed an average, wrote those into the law in 13 variables, 13
areas that we thought at the time were the most important areas
in which there could be fluctuation. It is interesting to note after
that, after that, in some reflection and hindsight, we asked for a
report. Are there other areas that we did not think about? We
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found out, in addition to the 13 we had written into law, there was
room for OMB to have influenced a sequester $18 billion higher or
lower by what they would have done and what powers they would
have had.

Mr. President, none of those 13 are written in here. This is not
the same proposition that the Senate voted on. We have not writ-
ten those averages in here. In fact, the OMB can go out and reesti-
mate the deficit. Under the plan that will be put before the Senate,
if this plan does not pass, they can do it in the month of August.
They can change the figures entirely and there is no average writ-
ten into those; none at all.

So I think there is a basic difference. The difference is in trying
to bring about a constitutional provision, and neutrality. Are you
going to determine whether it is going to be done in the legislative
route, that is one way, or the executive route, that is the other
way. We have chosen the legislative route.

It took some pages to do that, yes, sir. It took some written provi-
sions to do that. But that is what we have opted for, feeling that we
ought to follow article 1, section 8, rather than surrender and dele-
gate that authority to-the executive branch.

Mr. President, I am prepared to yield back the balance of my
time.

The PRESIDING OFFICER. Who yields time?
Does the Senator from Florida yield back the balance of his

time?
Mr. CHILES. I will wait.
Mr. DOMENICI. Mr. President, I suggest the absence of a quorum.
The PRESIDING OFFICER. The clerk will call the roll.
Mr. CONRAD. Mr. President, will the Senator withhold on that?
The PRESIDING OFFICER. Does the Senator withhold his sugges-

tion?
Mr. DOMENICI. I would be pleased to.
Mr. CONRAD. If I might ask a question first of the Senator from

New Mexico. In the proposal that you will advance should the
Chiles proposal fall, is it a correct understanding that the Presi-
dent and the Office of Management and Budget would have the
flexibility to determine, for example, in the Defense Department
appropriation what weapons systems were invested in?

Mr. DOMENICI. Let me say to my friend, clearly and unequivocal-
ly-and I regret that we have not been able to call you and inform
you on this subject-the amendment that we will offer has no flexi-
bility with reference to defense. None.

Now I do not want to mislead the Senator. We intend to let the
Senate debate the issue of defense flexibility in depth. So that if
you were to vote for the Domenici amendment it does not have any
flexibility, and then we will present to the Senate an amendment
and argue as to flexibility. But there is none in it.

Mr. CONRAD. Is my understanding correct that you would then be
offering an amendment in the second degree that would allow-

Mr. DOMENICI. Well, I do not know whether one wants to agree
that it is a second-degree amendment. Let us just say we intend to
offer an amendment to put the issue before the Senate and let the
Senate decide on whether they want no flexibility or some flexibil-
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ity. There would be an up or down vote on that. That would have
to be disposed of by the Senate.

Mr. CONRAD. Let me put into context the reason for my question,
because I, for one, am convinced that we must have a sequester
device. I think a majority of this body agrees with that position on
both sides of the aisle. I am also someone that believes that targets
ought to be fixed, rather than based on projection. but I also am
someone who is sympathetic to the argument that I hear being
made by the Senator from Florida on the question of OMB being
given additional authority and having the power to determine
whether a sequester is made and how much that sequester might
be.

That is a matter that concerns this Senator greatly. Right now I
find myself in the posture of perhaps having to vote in opposition
to both the amendment of the Senator from Florida and the
amendment of the Senator from New Mexico in the hope that we
would then have a follow-on agreement that might address both of
those concerns.

I would be interested if the Senator from New Mexico would
have a view on whether or not, if both of these are defeated, there
is any prospect.

The PRESIDING OFFICER. May I say, the Senator from New Mexi-
co's time has expired, but candor here in the Chair requires me to
state that almost 2 minutes of time has been charged to the Sena-
tor from New Mexico in the colloquy between the Senator from
New Mexico and the Senator from North Dakota. In fairness, the
Senator from Florida still has 5 minutes and 32 seconds. Perhaps
he would want to accommodate the Senator from New Mexico.

Mr. CHILES. I yield the Senator from New Mex" 0o 2 minutes.
The PRESIDING OFFICER. The Senator from Nr w Mexico is recog-

nized for 2 minutes; 3 minutes will be remaining to the Senator
from Florida.

Mr. DOMENICI. I thank the Chair.
Let me suggest to my friend, first of all, we will be glad to ex-

plain in detail, when the Domenici amendment is called up, our as-
sessment of the OMB-CBO and what check is there on arbitrari-
ness or abuse of discretion. I will be glad to do that if and when the
Chiles amendment is defeated, and I hope it is. I need to use my
remaining time on one other issue.

The PRESIDING OFFICER. The Senator from New Mexico has a
minute and a half.

Mr. DOMENICI. Mr. President, there is one other difference in
these amendments. First of all, we keep current law on the sale of
assets, yet we intend later on to amend the credit accounting of our
country. We had reached agreement on that and we would hope to
take into account later on, through amendment, the abuses in the
accounting system as it reflects the budget.

Mr. President, let me just tell you about asset sales. There are
many around who think they should not be counted, they should
not be used in a budget. Let me give you one glaring example of
why we should not preclude the same from operation.

When we passed the tax reform bill, Mr. President, we said, over
5 years that tax bill would yield revenue neutrality. But we also
said that in the first year it would be up, in the second year down,
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and then in the third and fourth years.back up, causing a revenue
shortfall that is temporary, and then you go back up.

If ever there was an example of why you ought not discount
asset sales, there is one for you. Why would you not count it, know-
ing full well that the revenues are going to come back up and fill
the gap? Why would you insist on cutting other programs or rais-
ing revenues under just that circumstance? It seems to me we
ought to leave it like it is.

The Chiles amendment says you do not get credit for any asset
sales. Sell Conrail, take $2 billion into the Treasury and it has not
affected the deficit. In some miraculous way, it is thrown out the
window.

I hope the Senate will defeat this new approach. We will have an
hour to explain ours which they adopted heretofore. I hope then we
will adopt the amendment that we proposed.

The PRESIDING OFFICER (Mr. Lautenberg). The Senator from Flor-
ida has 2 minutes remaining.

Mr. CHILES. Mr. President, let me just hit that one basic differ-
ence, and that is the fixed targets, the set glidepath allowing the
Senate to avoid a sequester by doing $36 billion. For the life of me,
Mr. President, I do not know why the Congress should have to cut
deficits another $18 billion because the interest rates went up.
That is, in effect, what we would be required to do this year if you
look at the new projection, if you had fixed targets.

And how did that change? That changed from February of 1987
to July. That is-March, April, May, June-a period of 4 months
the projections changed because of interest rates. So Congress
would be required to go back and cut another $18 billion. Now, I do
not see the reason for that.

On the other hand, if the interest rates went down and we
picked up $18 billion, and that would be because your economy was
doing very well, then you could say: "Forget about doing $18 billion
of deficit reduction, fellows. We do not have to do it." So that
would be the worst of all worlds to put yourself in.

You will be in that if you adopt that resolution and do not adopt
the one you have before you.

The PRESIDING OFFICER. The Senator from Florida still has 1
minute remaining.

Mr. CHILES. I yield back the balance of my time.
The PRESIDING OFFICER. All time has expired.
Mr. DOMENICI. 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. WEICKER. 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. WEICKER. Mr. President, the amendment being offered

changes the congressional budget process and is being offered to a
bill not reported by the Senate Budget Committee. Therefore, I
raise the point of order pursuant to section 306 of the Congression-
al Budget Act that the pending amendment is not in order.

Mr. CHILES. Mr. President, I move, pursuant to section 904(c) of
the Congressional Budget Act of 1974, that section 306 of the
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Budget Act be waived in respect to the consideration of the Chiles
amendment No. 628, as modified.

Mr. DOMMNICI. Mr. President, I offer an amendment to the Chiles
motion. I move that the appropriate provisions of the Budget Act
as referred to by the chairman be waived as to the pending Chiles
amendment and as to the to-be-offered Domenici amendment and
that the motion apply to both amendments.

Mr. CHILES. Mr. President, the motion would be out of order, as I
recall under the unanimous-consent agreement.

The PRESIDING OFFICER. The unanimous-consent agreement pre-
cluded amendments to amendments. It did not preclude an amend-
ment to a motion, the motion made to waive the Budget Act. And
if the Senator from New Mexico would send his amendment to the
desk, it will be read.

Mr. DOMENICI. Parliamentary inquiry. Is the Chair asking that
my amendment to the Chiles motion to waive be sent to the desk?

The PRESIDING OFFICER. It would be useful to the clerk to have
the amendment so that he can report it.

Mr. DOMENICI. The Senator from New Mexico will send it to the
desk momentarily.

Mr. WEICKER. Mr. President, parliamentary inquiry while we are
waiting. Would it be in order to ask at this juncture for the yeas
and nays on my initial point of order?

Amendment No. 630

Mr. DOMENICI. I send my amendment to the desk.
The PRESIDING OFFICER. The point of order is not subject to a

vote, the Chair informs the Senator from Connecticut. The motion
to waive and the amendment will be subject, of course.

Mr. DOMENICI. I send my amendment to the Chiles motion to the
desk.

Mr. BYRD. Mr. President, I ask that the amendment be read.
The PRESIDING OFFICER. The clerk will report.
The assistant legislative clerk read as follows:

The Senator from New Mexico [Mr. Domenici] proposes an amendment numbered
630:

In lieu of the motion to waive I move that the 306 point of order be waived for the
pending amendment and the Gramm-Domenici amendment to be offered.

Mr. BYRD. 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. Pell addressed the Chair.
The PRESIDING OFFICER. The Senator from Rhode Island.
Mr. PELL. I ask unanimous consent that the call for the quorum

be rescinded.
Mr. CHILES. I object.
The PRESIDING OFFICER. There is an objection heard.
The assistant legislative clerk continued the call of the roll.
Mr. Chiles addressed the Chair.
The PRESYDING OFFICER (Mr. Dodd). The Senator from Florida.
Mr. CHILES. Mr. President, I ask unanimous consent that the

order for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.
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Mr. CHILES. I move to table the Domenici amendment.
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. Is there further debate?
There being no further debate, the question is on agreeing to the

motion of the Senator from Florida. The yeas and nays have been
ordered. The clerk will call the roll.

The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Delaware [Mr.

Biden], the Senator from Tennessee [Mr. Gore] and the Senator
from Illinois [Mr. Simon] are necessarily absent.

The PRESIDING OFFICER (Mr. Sanford). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 50, nays 47, as follows:

[Rollcall Vote No. 209 Leg.]

YEAS-50

Adams
Baucus
Bentsen
Bingaman
Boren
Bradley
Breaux
Bumpers
Burdick
Byrd
Chiles
Conrad
Cranston
Daschle
DeConcini
Dixon
Dodd

Armstrong
Bond
Boschwitz
Chafee
Cochran
Cohen
D'Amato
Danforth
Dole
Domenici
Durenberger
Evans
Garn
Gramm
Grassley
Hatch

Biden

So the motion to
agreed to.

Exon
Ford
Fowler
Glenn
Graham
Harkin
Heflin
Inouye
Johnston
Kennedy
Kerry
Lautenberg
Leahy
Levin
Matsunaga
Melcher
Metzenbaum

NAYS-47

Hatfield
Hecht
Heinz
Helms
Hollings
Humphrey
Karnes
Kassebaum
Kasten
Lugar
McCain
McClure
McConnell
Murkowski
Nickles
Packwood

NOT VOTING-3

Gore

lay on the table, amendment No. 630, was

Mikulski
Mitchell
Moynihan
Nunn
Pell
Proxmire
Pryor
Reid
Riegle
Rockefeller
Sanford
Sarbanes
Sasser
Shelby
Stennis
Wirth

Pressler
Quayle
Roth
Rudman
Simpson
Specter
Stafford
Stevens
Symms
Thurmond
Trible
Wallop
Warner
Weicker
Wilson

Simon
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Mr. CHILES. Mr. President, I ask for the yeas and nays on the
motion to waive.

The PRESIDING OFFICER (Mr. Dodd). 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

motion to waive section 306 of the Budget Act.
Mr. DOMENICI. Mr. President, I wonder if the distinguished ma-

jority leader will agree that he or his designee might have 2 min-
utes and I might have 2 minutes to explain the situation.

Mr. BYRD. Mr. President, I have no objection.
The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. DOMENICI. Mr. President, I obviously feel that this is a very

unfair situation. Frankly, the procedures involved here have noth-
ing to do with numbers. It has to do with whether or not these bills
have been referred to the right committee.

So, what I sought was that the Senate work its will on each
amendment, that we either vote in favor of the Chiles amendment
or in favor of ours, which would follow. -

I thought we ought to waive the Budget Act equally on both. We
offered to the other side that there would be no points of order
made to either amendment and that we would like to get that kind
of deal. That was rejected.

Now we have a motion to waive as to their amendment, but no
motion before us to waive as to our amendment. It seems to me
that the fair thing to do is to treat both the same. The Senate has
refused to do that.

I want the Senate to know that we are going to vote to waive-a
number of us-because we think Senator Chiles deserves a chance
to have his amendment voted on. We hope that 30 minutes or so
from now, the Senate will do the same for us-agree to waive the
Budget Act-and let us have a vote in the event he loses.

That is what this issue is all about.
The PRESIDING OFFICER. The Senator from Florida.
Mr. CHILES. Mr. President, the Senator from Florida made the

motion to strike. We were asked to waive a Domenici et al., amend-
ment. It was not on the desk. We did not have it before us. We did
not have a copy of it, did not know exactly what would be in it.

I am glad the Senate did not vote that way. We are now on a
motion to waive a budget point of order that is raised by the distin-
guished Senator from Connecticut, a Member of the other side. Ob-
viously, I hope the motion to waive will be granted. But no one on
our side that I know of said they were going to make a motion on
theirs. Maybe somebody will now, in fairness.

It seems to me that what we are simply saying is that both of
these have to stand the test. A motion has been made on ours, and
we have to stand that test, and we will now stand it in this vote.
After that, the Senate, depending on whether it is waived or not,
will have a chance to work its will.

Mr. DOMENICI. Mr. President, I ask unanimous consent that the
budget impediment to both amendments be waived.

Mr. BYRD. Mr. President, I object.
The PRESIDING OFFICER. Objection is heard.
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Mr. DOMENICI. Mr. President, let me suggest that, in the weeks
of working with the distinguished Senator from Florida, I must
confess to the Senate that his argument, the one he just made, is
the first time I can truly say he is being absolutely arbitrary about
this.

Everybody knows what our amendment is. He knows what it is.
The whole Senate knows. It is an amendment we already passed.
We deserve fair treatment. We are going to help them get a vote
on his amendment.

What is really happening is that they do not want reciprocity.
He does not want to let us have a vote on our amendment. That is
what the last tabling motion was all about.

Mr. Chiles addressed the Chair.
The PRESIDING OFFICER. The Senator from Florida has 30 sec-

onds.
Mr. CHILES. Mr. President, I will just say that I think that any

move the Senator from New Mexico is making, he makes out of
what he thinks is in the best interests for the proposition he stands
for. I do not think he is deprived of anything by anything that has

-been done.
If the Senator from New Mexico and others want to help waive

the motion on the Chiles amendment, we welcome that. That is
very good. I assume that there is some reason they want to do that,
and that is fine. I do not give you any arbitrary motives, but I
think we are free to determine how we feel on that.

The PRESIDING OFFICER. All time has expired.
The question is on agreeing to the Chiles motion to waive section

306 of the Budget Act. On this question the yeas and nays have
been ordered, and the clerk will call the roll.

The bill clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Delaware [Mr.

Biden], the Senator from Tennessee [Mr. Gore], the Senator from
Georgia [Mr. Nunn], and the Senator from Illinois [Mr. Simon] are
necessarily absent.

The PRESIDING OFFICER. Are there any other Senators in the
Chamber who desire to vote?

The result was announced-yeas 71, nays 25, as follows:

[Rollcall Vote No. 210 Leg.]

YEAS-71

Adams Danforth Heinz
Armstrong Daschle Hollings
Baucus DeConcini Humphrey
Bentsen Dodd Inouye
Bond Dole Karnes
Boren Domenici Kassebaum
Boschwitz Durenberger Kasten
Breaux Evans Kennedy
Bumpers Ford Leahy
Burdick Fowler Levin
Byrd Garn Lugar
Chafee Graham Matsunaga
Chiles Gramm McCain
Cochran Grassley McConnell
Cohen Hatch Melcher
Cranston Heflin Mikulski
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Mitchell Pryor Specter
Moynihan Quayle Stafford
Murkowski Rockefeller Stevens
Nickles Rudman Thurmond
Packwood Sanford Trible
Pell Sasser Warner
Pressler Shelby Wirth
Proxmire Simpson

NAYS-25

Bingaman Hecht Roth
Bradley Helms Sarbanes
Conrad Johnston Stennis
D'Amato Kerry Symms
Dixon Lautenberg Wallop.
Exon McClure Weicker
Glenn Metzenbaum Wilson
Harkin Reid
Hatfield Riegle

NOT VOTING-4

Biden Nunn
Gore Simon

So the motion to waive section 306 of the Budget Act was agreed
to.

The PRESIDING OFFICER. The question is on agreeing to the
amendment of the Senator from Florida.

Mr. DOMENICI. 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. Is there further debate?
There being no further debate, the question is on agreeing to the

amendment of the Senator from Florida. The yeas and nays have
been ordered. The clerk will call the roll.

The assistant legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Delaware [Mr.

Biden], the Senator from Tennessee [Mr. Gore], the Senator from
Georgia [Mr. Nunn], and the Senator from Illinois [Mr. Simon] are
necessarily absent.

The PRESIDING OFFICER (Mr. Daschle). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 25, nays 71, as follows:

[Rollcall Vote No. 211 Leg.]

YEAS-25

Baucus Dodd Matsunaga
Bentsen Ford Mikulski
Boren Fowler Pryor
Breaux Graham Rockefeller
Bumpers Heflin Sanford
Burdick Inouye Sasser
RByrd Kennedy Wirth
Chiles Leahy
Dixon Levin
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NAYS--71

Adams Harkin Packwood
Armstrong Hatch Pell
Bingaman Hatfield Pressler
Bond Hecht Proxmire
Boschwitz Heinz Quayle
Bradley Helms Reid
Chafee Hollings Riegle
Cochran Humphrey Roth
Cohen Johnston Rudman
Conrad Karnes Sarbanes
Cranston Kassebaum Shelby
D'Amato Kasten Simpson
Danforth Kerry Specter
Daschle Lautenberg Stafford
DeConcini Lugar Stennis
Dole McCain Stevens
Domenici McClure Symms
Durenberger McConnell Thurmond
Evans Melcher Trible
Exon Metzenbaum Wallop
Garn Mitchell Warner
Glenn Moynihan Weicker
Gramm Murkowski Wilson
Grassley Nickles

NOT VOTING-4

Biden Nunn
Gore Simon

So the amendment (No. 626), as modified, was rejected.,
Mr. DOMENICI. I move to reconsider the vote by which the

amendment was rejected.
Mr. BYRD. Mr. President, I move to lay that motion on the table.
The motion to lay on the table was agreed to.

Amendment No. 631

The PRESIDING OFFICER. Under the previous order, the Senator
from New Mexico [Mr. Domenici] is recognized to offer an amend-
ment.

Mr. DOMENICI. Mr. President, I send an amendment to the desk
on behalf of Senator Gramm, myself, and others, and ask for its
immediate consideration.

The PRESIDING OFFICER. The clerk will report the amendment.
The assistant legislative clerk read as follows:

The Senator from New Mexico [Mr. Domenici], for Mr. Gramm, himself, and
others, proposes an amendment numbered 631.

Mr. DOMENICI. Mr. President, I ask unanimous consent that the
clerk dispense with further reading of the amendment.

The PRESIDING OFFICER. Without objection, it is so ordered.
(The text of the amendment is printed under Amendments Sub-

mitted.) 1
Mr. DOMENICI. Mr. President, I ask unanimous consent that the

Budget Act be waived for purposes of this amendment.
The PRESIDING OFFICER. Is there an objection?
Mr. CHILES. I object.

' See p. 92.



57

The PRESIDING OFFICER. The Senator from Florida objects.
Mr. DOMENICI. Mr. President, I expected objection, if not- by one,

by many. I would just like the Senate to know we are talking about
the U.S. Treasury running out of money. Those who are concerned
are saying let us get something passed. We on our side decided that
we ought to waive a technical procedure here and let the distin-
guished chairman of the Budget Committee have a vote-as a
matter of fact, I believe our side gave him 36 votes-so that we
could get on with the business of the Senate. The Senate has
worked its will on the Chiles amendment and has decided that they
did not favor it.

The reason I asked for unanimous consent it be waived as to us
is because it seems to the Senator from New Mexico that we ought
to have an up or down vote on the two substantive amendments
that have to do with automatic sequester. We had one. It lost. I
think we ought to have another. If my suspicion is right, when we
are finished with our debate, someone will make a point of order
and then we will have a vote on that. And if my suspicion is fur-
ther right, we will be denied a vote on this amendment. It seems to
me that just means we are not really serious about fixing up
Gramm-Rudman-Hollings, we are not serious about getting the
matter of the debt limit behind us so that we can get on with the
business of the people and assure the credit of the United States,
make sure the pensioners and Social Security people of this coun-
try get their checks. But we will see.

We have done our share to expedite the vote on substance. We
will see whether we get some reciprocity in the next few minutes. I
do not intend to be long, unless others want to speak at length on
the amendment that is pending-we have been talking about it
now most of the day, but the most- important thing is that the
Senate has voted on this amendment. The Senate voted 63 yeas
and 36 nays and said let us get on with fixing Gramm-Rudman-
Hollings in a constitutional manner. Let us reinstate the sequester
and let us get on with getting this deficit down.

We have basically the same procedural tools which were in the
amendment that passed the Senate in this amendment. In the first
year there has to be a change because last year when we passed it,
it was later in the year and we fixed the targets in the budget itself
in the amendment. This year we cannot do that because we do not
yet have the numbers. But the rest of this amendment is the same.
The targets are the same as in the Chiles amendment, $150 billion
in the first year. That will require about $36 billion worth of effort,
and thereafter they are fixed, just as we have been describing them
for the last couple of hours. There is no amendment to current law
with reference to defense spending. Let me repeat. We have been
asked by Members of the Senate, "Do you in any way in this
amendment give favored treatment to the Defense Department in
an across-the-board sequester?" Let me repeat for the third or
fourth time, no. There is no preferential treatment for the Defense
Department in this amendment.

Obviously, that is an issue. The Senator from New Mexico does
not want anyone to think it will go away. But we perceive it ought
to be voted on with full debate, and if you adopt this amendment
then we will, in due course in the next couple of days-tomorrow
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or whenever we have time-submit an amendment on defense
spending. There is not any question that some kind of exemption
has to be built in for defense. Even the distinguished chairman of
the Budget Committee built in a personnel exemption the Presi-
dent could use. But we will vote on that issue later. It is not in this
amendment.

This amendment essentially was adopted by the Senate with 63
votes last year. Anyone who is reading it will look at the first part
and say, "But for 1988 it is different.' For 1988 is exactly as 1988
was in the bill we passed, but for new targets. For 1987, the year
we have already finished, obviously it is different, because we al-
ready have finished that year and it is not required. But for 1988,
because we have time, we actually go through the OMB-CBO
methodology of setting their averages, coming up with the seques-
ter order. That is sent to GAO and if they find that there is signifi-
cant error, they can adjust it, and then it is sent back to OMB to
be implemented with a Presidential order.

Those on the other side who oppose it will argue that OMB has
too much power under this and that CBO ought to be given more
power. I am prepared to answer questions on that.

For those who are intrigued by this motion of who should do the
number crunching, who should do the economics, who will do the
best job, who is apt to be fair, who is apt to be unfair, who has been
more right, and who has been more wrong in the past 6 or 7 years,
we are delighted to answer their questions as they raise them.

However, the truth of the matter is that we have already stated
that when it comes to economics, whichever way you want to look
at it-a cup half full or a cup half empty-they have both been
about as bad or about as good, whichever way you want to look at
it. I do not say that. GAO says that CBO and OMB have been just
about equally wrong or equally right, as compared to anyone who
does these kinds of things, for the past 7 or 8 years.

We think we should leave CBO and OMB in to do their averag-
ing, but we have clarified from the first sequester some of the
major areas of disagreement.

So that when somebody tells the Senate there was such a differ-
ence between OMB and CBO the first time, we cannot trust them,
that OMB had a lower deficit than CBO, let me tell you that that
time around we left some real areas of dispute.

Since we have someone from agriculture presiding over the
Senate, let me say that we did not even clarify the first time, when
we adopted the first Gramm-Rudman-Hollings, whether or not ad-
vance deficiency payments were going to be charged in the
budget-not an insignificant amount of money. It ends up that
OMB tries to save money and CBO says you are going to do it
sometime and spend money. That is eliminated, as it was when we
voted 63 "ayes" last year. We resolved that issue, and advance defi-
ciency payments are assumed to be made in the deficit calculations
for the budget year.

A number of issues that arose the first time on Gramm-Rudman-
Hollings are resolved, including technical disputes about the ratio
of budget authority and outlays in defense spending and in other
programs. They are set in this amendment because we clarified
that last year with weeks of effort and consultation with the law-
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yers. It is constitutional now, and there will be fair treatment of
-the budget accounts and as reasonable a conclusion as possible of

how much the sequester ought to be and how it ought to be imple-
mented. Let me repeat: as reasonable as you are going to get, con-
sidering the complexity of Government and the disparity of profes-
sionalism among OMB, CBO, and GAO.

I do not believe 63 Senators would have voted for it. I do not be-
lieve 68 Senators would have said: "Let us fix it, and now, today,
find that we need a wholly new scheme. We even need to put some-
thing in this scheme that once again makes it constitutionally chal-
lengeable."

We do not need that. We need something that is tried and true,
that will work, and that is what we have before us-fixed targets
that, if met, will reduce the deficit by $36 billion from our current
estimates of deficits as they exist. We will have to do that in each
year with the same margin of error that we prescribed in the early
bill, plus, we have $10 billion of potential error in economics and
other things; and that is built into this new trend line, just as it is
in current law, just as it has been from the first Gramm-Rudman-
Hollings.

So it can go up to $160 billion at the end of the year if we make
mistakes; $130 billion can go up to $140 billion if we make mis-
takes. But we are fixed at those numbers in each year for the next
five, coming down to zero.

I could say much more in rebuttal as to why we should reinvent
the wheel, which is what those who are going to vote against this
amendment and who voted for it last time are going to suggest:
that in these few short months we should reinvent the wheel, not
only the wheel of procedures but also the wheel as to the perfection
that one seeks called neutrality.

I can argue that point, too, almost ad nauseum. But, on the point
of neutrality, let me conclude on this point: If you do not vote on
this kind of amendment because you would like to have the Con-
gressional Budget ,.!ice more involved, as the distinguished chair-
man had, let me assure you that you will have no neutral body left
around to do any estimating, because, just as sure as we are here,
the Congressional Budget Office will get turned into a political
quagmire.

So we have given them the same role they had last year, when
63 Senators voted for this, and we do give the U.S. Congress and
GAO one opportunity to correct egregious economics if they really
think they are there. That is what we did last year in the scheme
of things. We have done it again here.

I repeat: We are just proposing the same amendment we already
adopted, adjusted to new economics and adjusted for the year 1988,
which is now upon us.

I am pleased to yield 10 minutes to the distinguished Senator
from Texas [Mr. Gramm].

Mr. GRAMM. Mr. President, I think the distinguished Senator
from New Mexico has described the amendment very well.

This amendment was adopted by the Senate last year on a vote
of 63 to 36. It was debated for months. It was reintroduced the first
day of this session. It has been in the Record. We all know what it
does. We all know how it works.
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The Supreme Court struck down the General Accounting Office,
the Comptroller General, as the final arbiter of the size of the defi-
cit.

I want to be sure everybody understands that when we are talk-
ing about CBO and OMB andGAO making these decisions, we are
not talking about decisions about what is cut. If, God forbid, there
is a sequester order, it is already written into law what must be
cut.

We have now prepared several sequester orders, one of which
was put into place, and it is written into law and established by
precedent exactly what is going to sequestered. There is no discre-
tion there.

In his amendment, the distinguished Senator from Florida gave
the President some discretion on the personnel accounts in defense.
So far as we are concerned, that is another issue to be dealt with
later today or another day and Congress can work its will there. I
personally support that discretion, but we did not want to clutter
this choice up with that debate.

The only thing that is in dispute is how do you determine wheth-
er or not we met the deficit target? When Congress claims to have
met the target, how do you measure this truth in budgeting, as
Senator Chiles called it? The way we try to do that and conform to
the Constitution is to have CBO and OMB, the budgeting arm of
the Congress and the budgeting arm of the President, report jointly
on what they think the deficit is. They list all their assumptions
about the economy in the next year. GAO comes in and then audits
those two estimates, audits the account of the Federal Government
and reports to the Congress.

Then the GAO report goes to the OMB Director, as the officer of
the executive branch required by the Supreme Court decision, and
he certifies the deficit. Let us assume at that point-even though
when OMB and CBO reported jointly before on economic assump-
tions, they were one-half billion dollars apart in the first seques-
ter-let us assume that they are way apart here.

We have written into this bill a procedure whereby Congress on
an expedited fast-track basis, no motion to table, no filibuster, up
or down vote, can go back and set the economic parameters be-
tween what CBO said initially and what OMB said initially. In
fact, in the outyears when we have more time when they first
report before there is a sequester order, Congress can move to vote
on that.

Now, if you are looking for a perfectly fair and leadpipe cinch
solution you are not likely to get it. What we have to do, it seems
to me, is take the two agencies that have the budget expertise and
have them both involved and then give Congress the final bite out
of the apple.

Sixty-three Members of the Senate when we voted on this before
said this is a reasonable approach. The head of the Federal Reserve-
Bank, the new designee head of the Federal Reserve Bank, both
support fixing Gramm-Rudman-Hollings and supported this proce-
dure when we voted on it before.

Now, I want to make one final point. I know there are some
people here who are saying "Well, I voted against Senator Chiles'
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proposal. I am going to vote against this proposal, and I am going
to hope for the best.

Let me remind my colleagues that we barely put Gramm-
Rudman-Hollings into place to begin with. Under that law, the
deficits have come down by $72 billion, not by that law alone, but
nobody would argue that it has not been a positive law.

The Treasury will default next Wednesday under current esti-
mates. For us to have any hope of fixing the Gramm-Rudman-Hol-
lings Act and putting the automatic mechanism back into it, we
have to act, we have to go to conference, and we have to work out a
compromise in conference. Fortunately, the chairman of the Ways
and Means Committee, who will be the chairman of the conference,
has endorsed many features of this procedure. But clearly, we are
going to have to work out some compromises. We are going to have
to come back and vote on a conference agreement. We are going to
have to do all that by next Wednesday and the President is going
to have to sign it to keep us from going into default and to be sure
the Social Security checks go out on August 3.

So I want to urge my colleagues not to wait for the perfect train
to come along. This may be the last train. This may be the last op-
portunity we get. If we fail here, there will be a big push for a
clean debt ceiling or a 30-day extension which takes us into our
recess. We are gone. We come back here in September. At that
point, that close to the moment of truth on whether we meet the
target or not, we all know there is going to be no fix at that point.

So I am not saying that this is the end of the trail if we lose. I
am willing to negotiate with anybody, work with anybody in as
good faith as I can, but the plain truth is that this may be the last
opportunity we have to fix Gramm-Rudman-Hollings.

So if you want the process fixed, this is a reasonable solution. It
was adopted by 63 Members of the Senate before.

I urge those who supported it in the past to not let partisanship
stand between us and our best hope of doing something to reduce
the deficit, to keep a recovery going that has brought jobs and hope
and opportunity to our people, give us a chance to bring this deficit
back under control.This is a critical vote. It may be the last opportunity we have in
any meaningful way to putjthe- automatic mechanism back into
place, to mandate that Congress meet fixed targets and reaffirm a
commitment we made to the American people 2 years ago when we
wrote this law. We said then that we were going to do over 5 years
what every family has to do every year and that is balance the
budget.

This gives us fixed targets and a reasonable mechanism. I believe
that working together we can make it work.

I urge those who want to fix the Gramm-Rudman-Hollings law,
who want to reaffirm the commitment to balance the budget, to
vote for this amendment.

The PRESIDING OFFICER. Under the unanimous-consent agree-
ment, the Senator from Florida had 30 minutes; the Senator from
New Mexico had 30 minutes. The Senator from New Mexico has 9
minutes remaining; the Senator from Florida has 30 minutes.

The Senator from Florida.

51-721 0 - 93 - 3
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Mr. CHILES. Mr. President, in the debate that has just taken
place here, it was argued that a waiver was granted-and support-
ed by a number of Members on the Republican side-to waive the
point of order raised on the Budget Act, and out of pure fairness
that should be granted to the other side.

It reminds me of a little bit of the hymn "Almost Persuaded in
That Regard." It is interesting to the Senator from Florida to hear
that fairness is always argued when the votes are stacked your
way, and you argue the procedure when the votes are stacked the
other way.

I heard the distinguished Senator from Texas say that partisan-
ship should not allow this amendment to now be adopted. I agree
in that regard.

I have looked long and hard at the last rollcall and have not
been able to find anybody from the other side that was almost per-
suaded on that amendment, but I know that that was no mark of
partisanship there. I have heard the time is just kind of running
out here and if we did not want the Social Security recipients to
get worried about their checks and others that we just have to deal
with this right now.

I would say after some weeks of trying to negotiate this, it was
not the Senator from Florida who threw up his hands and said I
am tired of this, or I do not think there is any way to go any fur-
ther. When the Senator from Florida had thought we had gotten
within about two points of agreement and were getting very close
and I thought everybody sort of thought that, it was the other side
that decided to walk out. Time was not so much of the essence at
that time that we could not stay a little bit longer and try to fix
those.

But that is interesting, all a very legitimate part of debate, and I
understand that. I think that men of good will-who want to fix
Gramm-Rudman-Hollings certainly differ in some of their ideas
about how that should be done.

I happen to want to restore an automatic sequester. I have had
that position for a good while. I have certainly tried to argue that
on my side of the aisle. I want it to be truly automatic, and I want
it to be fair. Those are the two things that I think have to be there.
Everyone needs to understand how it will fall, and we have to
know that it is basically fair.

I have listened with interest about how we are bound by this 63-
to-36 vote. The Senator from Florida was one of the 63 that voted
in that regard.

The Senator from Florida helped to write the provisions last year
that made up for that 63, made up for the fix after Gramm-
Rudman-Hollings. I supported it when it was over at OMB. At that
time, I will have to say I was concerned. And the Senator from
Florida is the one that helped write in the 13 economic variables to
limit OMB's discretion in that regard. I will say that there is a
basic difference. And even though we found out later that we had
not done enough in limiting their discretion we at least were
trying. I can tell you in this provision before us now, those 13 vari-
ables are not there. And so OMB has more discretion now than it
had last year.
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Also, the Senator from Florida, perhaps by this prejudice, is con-
cerned because I have seen OMB say that the $136 billion deficit is
a $108 billion deficit. I have seen that happen. I have seen them in
all of the reestimates. So I am not persuaded that OMB is going to
be fair.

I also think that as we try to fix this we need something in addi-
tion to the basic glide path to allow the Congress to know that if it
works, $36 billion in true deficit reduction would result. It seems to
me that that would be fair.

Those arguments I think have been made. But time is running
out. It is interesting that they did not play much yesterday when
we were almost there. No one worried as much about it then, but
now we are very concerned.

I hope that the amendment before us will not be adopted. I think
we can do better. I think it ought to be the role of the Senate to
attempt to do better. I would like to see an automatic sequester,
but I want to see that that sequester is fair.

If you look and see what happens to this, OMB has the final
word on the baseline spending level, in the distribution of cuts to
each program, on the size of the sequester, and on how much any
legislation or regulations reduce the deficit.

Now, I can tell you that is a world of discretion. And if the body
wants to grant all of that, then that is certainly within the purview
of the body to grant. I do not think that it would be wise to do that.
I hope that the Senate will not do that.

As I say, we have debated this at length. I think most of the
people sort of know what they are doing on it. But I would hope
that we will turn it down.

The PRESIDING OFFICER (Mr. Rockefeller). Who yields time?
Mr. CHILES. I yield 5 minutes to the Senator from North Dakota.
Mr. CONRAD. Mr. President, there are several things that trouble

me about the proposal before us. One is the discretion that OMB
has. I, too, have seen a budget sent to us that was scored as being
$108 billion which more objective parties viewed as being $134 bil-
lion in deficit. I must say to those on the other side who are advo-
cating this particular fix that that concerns this Senator. And I am
one who feels very strongly that we need a Gramm-Rudman fix. I
am convinced from watching the activities of those of us in the
Senate that we need to have a fix, we need to have a sequester in
place in order to get true budget deficit reduction.

I am also someone who is convinced that we must have fixed tar-
gets. And so that part of the proposal that is before us strikes me
as responsible and as the one that can promise us true deficit re-
duction. We are not cutting off a projection. We are delivering,
hopefully, results.

I am very troubled, and I would like to ask the Senator from
New Mexico about the targets that were chosen. If I might inter-
rupt the Senator from New Mexico, perhaps I could ask him why
the deficit target for 1988 was selected at $150 billion. The reason
for my question and the reason for my concern-I had the same
concern on the Chiles amendment which I voted against-was that
that virtually assures that we will have no budget deficit reduction
year to year; that is. CBO is now saying that the budget deficit for
fiscal year 1978 will be $161 billion. I understand the administra-
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tion thinks it may be $155 billion. Now, we have a target in this
new proposal for fiscal 1988 that is $150 billion and that of course
takes no note of a possible supplemental, and you will always have
of course the possibility as I understand it in this proposal of an
additional $10 billion of slippage.

So we could have the deficit going up year to year, and I must
say that troubles me deeply. I think that would be a major mistake
substantively for this Chamber to adopt targets that allow the
budget deficit to increase rather than going down. We are still in
an expansionary phase and to allow the budget deficit to go up in
fiscal 1988 from fiscal 1987, I think, would send entirely the wrong
message.

But I would like to again pose the question to the distinguished
Senator from New Mexico as to why the target of 150 was chosen
for fiscal year 1988.

Mr. DoMENICI. I will be pleased to try to answer.
As we indicated in our debate throughout the day, the $150 bil-

lion is not in dispute as between the distinguished chairman in his
amendment and us in ours. The reason for that is that we are now
getting current estimates of what the deficit will be for next year.
And the estimates are anywhere between 180 to 186. And that $6
billion difference, let me just quickly tell you, has to do with REA.
One group of assumptions say we have accomplished that REA refi-
nancing and others say we have not. Essentially, we are talking
about the same ultimate facts.

But when you reestimate what happened to the revenue base as
a result of the new tax law, you get a very big bonus this year
which we predicted on the floor-somewhere between $18 to $22
billion. That will not reoccur.

You were not here when we voted it in but we all warned the
Members then that in the first year revenues go up and after that
they will be going down. That $18 to $22 billion is now estimated to
be money that will not come in this year. So there is part of it.

Interest rates, you can do nothing more than estimate the cost of
interest or the national debt. You cannot be sure. And it is a big
ticket item.

You remember a few months ago interest rates went up a bit.
Well, they go up for T-bills, too. As a matter of fact-I will give you
a rough number-interest costs are up $11 billion in the new esti-
mates. We are now trying our best to use those and plug them in.
We have come up with $186 billion. You subtract $36 billion--
which is what everybody thinks you ought to do-and you get $150
billion as the target. That is where it comes in.

The PRESIDING OFFICER. The time yielded to the Senator from
North Dakota has expired.

Mr. CHILES. I yield the Senator 2 additional minutes.
Mr. CONRAD. If I might just pursue this because it is of great con-

cern to me. I understand that the baseline deficit for 1988 has risen
as a result of changed economic forecasts; that is, they now take
account of the higher interest rates, take account of slower econom-
ic growth, higher inflation and, as a result, the baseline deficit has
gone up.

I think we will have a very difficult time explaining that to the
American people. I think they are looking for deficit progress year



65

to year and if we go to the American people and we say, "Well, we
had to slip the deficit targets by $42 billion for t year because the
projections changed," they are going to say, "Who made the projec-
tions?" And our answer is going to have to be, "The Congressional
Budget Office made the projections." They are going to say, "Who
controls the Congressional Budget Office?" The Congress controls
the Congressional Budget Office.

So I think we have got to deliver results year to year and this
does not do it.

Mr. CHILES. Mr. President, I just want to say in the same vein
that my distinguished colleague from North Dakota has asked
about the $150 billion. I think that we should look at why the ad-
ministration would support the Domenici version. I think it is be-
cause it tends to let them off the hook on the deficit.

They have taken our target of $150 billion and I think they put
another twist on that. We calculated that $150 billion by taking the
CBO current deficit of $186 billion and subtracted the $36 billion
that we have proposed doing and that is where we come up with
the $150 billion.

But I think the other plan is a little different. They take the
$150 billion target, but under that plan they allow OMB to come
back and reestimate the deficit. We know there has been about a
$30 billion difference between OMB and CBO in the estimating of
the deficit this year. If that $30 billion persists, half of that takes
$15 billion away.

Then, remember under this plan you can have asset sales and
you can have accounting gimmicks or slips. So I think any sort of
discipline toward getting that $36 billion disappears-$15 billion in
just estimating-any others in the asset sales. The net result is you
are going to get zero discipline or zero progress toward the budget
this year.

Mr. GRAMM. Mr. President, I ask the Senator for 2 more min-
utes.

Mr. DOMENICI. I would be pleased to yield 2 minutes to the dis-
tinguished Senator. Let me say to the Senate, whatever time we
have remaining-as I understand it, the distinguished chairman
does not desire much more time. I am prepared after this 2 min-
utes to yield back the balance of our time and proceed with dis-
patch.

Mr. CHILES. I seek 3 minutes.
Mr. DoMENICI. Then we will reserve our time.
Mr. GRAMM. The deficit has shot up to $186 billion for 2 reasons.

One, we had a revenue bulge with the tax reform package and it
gave us a once for all revenue increase that is nonrecurring. We all
knew it. We all put the charts up here. In fact, the distinguished
Senator from New Mexico and I offered an amendment that the
Senate adopted which said you could not count the revenue bulge
the first year. You had to spread it out over the next 3. We adopted
it here and it was thrown out in conference.

Second, the deficit is up because interest rates are up. Why are
interest rates up? They are up because for the last 7 months we
have been running away from Gramm-Rudman and our commit-
ment as quickly as we could and the financial miiarkets have adjust-
ed to it.
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Finally, I am sorry that this is not lower than $150 billion, but
do you want me to tell you something? If we do not fix Gramm-
Rudman, it is going to end up 190. It is 186 now on current services
and of the $40 billion of add-ons in domestic spending in the
budget, there is no way the President is going to end up vetoing all
of those bills. Some of that is going to get built into the baseline.

I can tell you I can go home and say "I wish it were better, but it
is $40 billion better than it would have been had we not done some-
thing about it."

I can tell you, if we reaffirm our commitment to balance the
budget in 1992, there are not going to be many people in my State
or your State that are going to be jumping up and down and
saying, "They let it slide for a year." They are going to be jumping
up and down and saying "Thank God, they are doing something
about it because if they had not done anything about it, I might
not have ever gotten to buy a home because interest rates would
keep coming up, inflation would be back up, and we would be back
in the same mess we were in before."

Mr. Levin addressed the Chair.
The PRESIDING OFFICER. Who yields time?
Mr. CHILES. I yield 3 minutes.
Mr. LEVIN. Mr. President, I am one of those who believe we have

to have an automatic trigger if we are to have deficit reduction. It
should not be that way. It is not a logical way to behave but histo-
ry has proven without it we are simply not going to do what we
have to do. There will not be enough discipline around here to
reduce this deficit, so I favored a Gramm-Rudman approach and
favor the automatic trigger.

I also think we have to fix Gramm-Rudman. The President and a
few Members of the House went to the Supreme Court and
knocked out the automatic trigger. The President had a right to do
it. The others had a right to do it. The Supreme Court knocked it
out. We have to do our best to replace it. But it is not just any old
fix we ought to favor; it is the fix that makes the most sense in
terms of what we are trying to accomplish.

I was one of the 63 that voted for last year's fix. Then the ques-
tion comes: Well, why not vote for the same fix this year? The
answer is, it is not the same fix. It is a different amendment.

There are a number of other reasons why we should not vote for
the particular proposal of the Senator from New Mexico. But one
of the reasons is that last year's amendment that we voted on,
there were 13 economic assumptions for the upcoming fiscal year
which the Congress set. It did not abdicate that to the OMB. The
upcoming year was 1987. Congress set those assumptions. We did
not cede that to the OMB.

Congress determined, rightly or wrongly, what the gross national
product would be. Congress determined what the CPI would be.
Congress determined what the unemployment rate would be. Con-
gress determined what the corporate profits would be. Congress de-
termined what the taxable income rate would be. Are we the best
one to determine it for the upcoming fiscal year? You can argue if
you want we are not. You can argue that OMB will do a better job.

But I do not think you can argue that this is the same amend-
ment. It is not.
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Let me repeat, at least in one respect, why it is not. Congress last
year set these economic assumptions for the upcoming fiscal year
which was then 1987. The amendment before us does not set those
economic assumptions for 1988, which is the upcoming fiscal year.

This was not some casual difference. I think my friends in New
Mexico, Texas, and others, and surely my friend from Florida will
remember that this was a fought-over issue in that 1987 fiscal year
fix that we voted on a year ago.

It was not casual. It is a critical difference, how much power we
are going to give the OMB.

We can try to do the same thing now for 1988 that we did last
year for 1987. We ought to try to do it. But, again, it is one thing to
say OMB can do a better job. It is a very different thing to say that
this is the same amendment when we do not do for 1988 what we
last year did for 1987 and that is set those 13 economic assump-
tions.

Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The time has expired. The Senator from

New Mexico.
Mr. DOMENICI. Mr. President, let me say to my good friend, and I

really compliment him. Although a nonmember of the Budget
Committee, he has been involved for over 2 years. But let me sug-
gest that in making his statement, if he will just go back and look
at where we were and what we did when we made those 13 specific
assumptions: this is the same bill.

It happens that at that point in time, I say to my friend from
Ohio-

Mr. LEVIN. Michigan.
Mr. DOMENICI [continuing]. From Michigan-listen carefully. We

had-
Mr. LEVIN. It is a difference where I come from.
Mr. DOMENICI. I say to my friend from Missouri
[Laughter.]
Mr. DOMENICI [continuing]. Listen carefully. We had the then-

known economic assumptions of-guess who? OMB and CBO. And
we took the average and we wrote them in.

That is precisely what our bill says we are going to do. It just
happens that we do not have those economic assumptions now. We
did then.

That is the difference. If that is a difference, it is a difference
without any distinction, as the Senator from New Mexico sees it.

You were agreeing then: CBO's, OMB's, all 13 of them then
known. Averaged them and wrote them in.

We do not know them now so what we have done is adopt the
same exact formula in this bill.

Mr. LEVIN. If you would yield for a question?
Will the Senator yield for a question?
Mr. DOMENICI. I yield my remaining time to the Senator from

Texas.
Mr. GRAMM. We do not have both of those estimates now, but we

have a provision that when CBO and OMB report, when GAO
audits the accounts and reports to Congress and to the President
and to the people, and when OMB issues a report, we then have an
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expedited procedure whereby we can do exactly what we did last
time, which is write the economic assumptions into law.

I think it is very interesting that the ones we wrote in last time
were not remotely similar to what ended up being used by OMB
and CBO in the actual audit. But the point is that nothing we did
last time denies us doing it this time. It is just we are at a different
stage in the process.

This is the best shot we are going to have.
Mr. CHILES. Mr. President, there is one difference. What the Sen-

ator from Texas has said is right. This says CBO and OMB can
both gather figures. It says you can use an average. But it also says
that OMB, if it wants to, can override that. If that is not a differ-
ence when you allow the override, I do not know what is.

We do not have the OMB figures. Why? Because they have decid-
ed not to give them. CBO has already done their reestimates. We
asked the Director of OMB, "Why can you not give us these num-
bers?" He said, "Well, it takes us a long time. It is a long process."

Those figures can be given now. They do not want to give those
figures now. They want to override.

Mr. DOMENICI. We yield back the remainder of our time.
Mr. CHILES. I yield back any time I have.
I suggest the absence of a quorum.
Mr. JOHNSTON. Will the Senator withhold?
Mr. CHILES. I withhold.
Mr. JOHNSTON. Mr. President, as the pending amendment deals

with matter within the jurisdiction of the Committee on the
Budget, without having been reported by that committee, I raise
the point of order under section 306 of the Congressional Budget
Act of 1974. [Budget Act Waiver]

Mr. DOMENICI. Pursuant to section 904 of the Budget Act, I move
that section 306 be waived and 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

motion to waive Section 306 of the Budget Act. The yeas and nays
have been ordered and the clerk will call the roll.

The legislative clerk called the roll.
Mr. CRANSTON 4 announce that the Senator from Delaware [Mr.

Biden], the Senator from Tennessee [Mr. Gore], the Senator from
Illinois [Mr. Simon], and the Senator from Missouri [Mr. Stennis],
are necessarily absent.

The PRESIDING OFFICER. Are there any other Senators in the
Chamber desiring to vote?

The result was announced-yeas 47, nays 49, as follows:

[Rolicall Vote No. 212 Leg.]

YEAS--47
Armstrong Cohen Evans
Bond D'Amato Garn
Boren Danforth Gramm
Boschwitz Dole Grassley
Chafee Domenici Hatch
Cochran Durenberger Hecht
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Heflin
Heinz
Helms
Hollings
Humphrey
Karnes
Kassebaum
Kasten
Lugar
McCain

Adams
Baucus
Bentsen
Bingaman
Bradley
Breaux
Bumpers
Burdick
Byrd
Chiles
Conrad
Cranston
Daschle
DeConcini
Dixon
Dodd
Exon

McClure
McConnell
Murkowski
Nickles
Packwood
Pressler
Proxmire
Quayle
Rudman
Shelby

NAYS-49

Ford
Fowler
Glenn
Graham
Harkin
Hatfield
Inouye
Johnston
Kennedy
Kerry
Lautenberg
Leahy
Levin
Matsunaga
Melcher
Metzenbaum
Mikulski

NOT VOTING-4

Biden Simon
Gore Stennis

The PRESIDING OFFICER. On this vote there are 47 yeas and 49
nays. Three-fifths of the Senators duly chosen and sworn not
having voted in the affirmative, the motion is not agreed to. The
point of order is well taken. The Domenici-Gramm amendment
falls.

AMENDMENTS SUBMITTED

Chiles Amendment No. 626

Mr. Chiles proposed an amendment which was subsequently
modified, to the joint resolution (H.J. Res. 324) increasing the statu-
tory limit on the public debt; as follows:

At the end of the joint resolution, add the following:

TITLE II-BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL

PART A-BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL REAFFIRMATION

SHORT TITLE; TABLE OF CONTENTS

SEC. 201. (a) This title may be cited as the "Balanced Budget and Emergency Defi-
cit Control Reaffirmation Act of 1987".

(b) The table of contents for this title is as follows:

Simpson
Specter
Stevens
Symms
Thurmond
Trible
Wallop
Warner
Wilson

Mitchell
Moynihan
Nunn
Pell
Pryor
Reid
Riegle
Rockefeller
Roth
Sanford
Sarbanes
Sasser
Stafford
Weicker
Wirth
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TITLE II-BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL

PART A-BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL REAFFIRMATION
Sec.
Sec.
Sec.
Sec.

Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.
Sec.

201.
202.
203.
204.

205.
206.
207.
208.
209.
210.
211.
212.
213.
214.

Short title; table of contents.
Reference; timetable.
Sequestration amount.
Reports by the Director of the Congressional Budget Office, the Director of

the Office of Management and Budget, and the President.
Presidential orders.
Prevention of Presidential order; reduction of sequestration amount.
Deficit reduction amount.
Revision of maximum deficit amount.
Rules for determination of amounts.
Report by Comptroller General.
Penalties under statute.
Miscellaneous.
Applicability.
Submission of President's budget.

PART B-BUDGET PROCESS REFORMS
Sec. 221. Reference.
Sec. 223. Prohibition of counting as savings the shift of Government payments from

one year to another.
Sec. 224. Financial management reform.
Sec. 225. Extension of State and local cost estimates.
Sec. 226. Extraneous provisions.
Sec. 227. Codification of law regarding deferral authority.
Sec. 228. Clarification of congressional intent regarding rescission authority.
Sec. 229. Economic and technical assumptions.
Sec. 230. Clarification of congressional intent regarding time limits for conference

reports on concurrent resolutions on the budget.
Sec. 231. Exercise of rulemaking power.

REFERENCE; TIMETABLE

SEC. 202. (a) Except as otherwise specifically provided, whenever in this part an
amendment is expressed in terms of an amendment to a section or other provision,
the reference shall be considered to be a reference to a section or other provision of
the Balanced Budget and Emergency Deficit Control Act of 1985.

(b) Part C is amended by inserting before section 251 the following:
(b) TIMETABLE.-

"On or before:...........................
First Monday after January 17..............

February 15 ...............................................

M arch 1 ......................................................

M ay I .................................................................

M ay 5 ...........................................................

May 10 (August 15 for FY 1988)..............

Deficit reduction process:
President submits budget including OMB

estimate of current services baseline
deficit for next fiscal year, specifying
key economic and technical assump-
tions.

CBO estimate of current services base-
line deficit for next fiscal year, specify-
ing key economic and technical as-
sumptions.

With due regard to CBO and OMB eco-
nomic and technical assumptions,
GAO determines baseline estimate of
the deficit and economic assumptions
to be used in reports on deficit reduc-
tion.

CBO and/or OMB may report to the
Temporary Joint Committee request-
ing different BA-outlay ratios.

Temporary Joint Committee may report
a joint resolution to Congress affirm-
ing all or part of the May 1 report(s).

Snapshot for OMB/CBO economic fore-
cast and estimate of budget base level.
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May 18 (August 20 for FY 1988).............

June 1 (September 8 in FY 1988).............

After June 1 ..............................................

After June 1 ..............................................

July 25 .........................................................

July 29 ........................................................

July 30 ........................................................

September 1 (September 14 in FY 1988).
September 8 ...............................................

September 12 ...............................................

September 13 ...............................................

October 1 ......................................................

October 10 ...................................................

October 14 ...................................................

October 15 ...................................................

Late October ...............................................

November 15 ..............................................

OMB/CBO sequester report specifying
base of sequesterable outlays, amounts
and percentages for sequestration by
program and economic growth fore-
cast.

OMB's report giving due regard to
OMB/OBO report.

Optional CBO running total of net deficit
reduction.

Senate Budget Committee may begin
reconciliation procedure in response to
sequester by reporting a resolution
with reconciliation instructions.

* CBO/OMB report to GAO certifies net
deficit savings and remaining seques-
ter amount.

GAO report to Congress analyzes July 25
report from CBO/OMB.

* Majority Leaders introduce joint resolu-
tion affirming certification and seques-
ter amount using July 29 GAO report.

President issues initial sequester order.
CBO/OMB report to GAO certifies net

deficit savings and remaining seques-
ter amount.

GAO report to Congress analyzes Sep-
tember 8 report from CBO/OMB.

Majority Leaders introduce joint resolu-
tion affirming certification and seques-
ter amount using September 12 GAO
report.

President's initial sequester order takes
effect.

CBO/OMB final report on net deficit re-
duction revising September 8 report to
GAO.

GAO final report on net deficit reduction
certification and sequestration amount
based on October_10 CBO/OMB re-
vised report.

Majority Leaders introduce joint resolu-tion affirming certification and seques-
ter amount using October 14 GAO
report.

President issues final order eliminating
sequester amount after enactment of
joint resolution, which becomes effec-
tive at this time.

GAO compliance report to Congress and
the President analyzes President's
order."

SEQUESTRATION AMOUNT

SEC. 203. Section 257 is amended by adding at the end thereof the following new
paragraph:

"(9) The term 'sequestration amount' means, with respect to a fiscal year,
$36,000,000,000 except as provided in section 258.".

REPORTS BY THE DIRECTOR OF THE CONGRESSIONAL BUDGET OFFICE, THE DIRECTOR OF THE
OFFICE OF MANAGEMENT AND BUDGET, AND THE PRESIDENT

SEC. 204. (aX1) Section 251(aXl) is amended to read as follows:
"(1) ESTIMATES AND DETERMINATIONS.-The Director of the Office of Manage-

ment and Budget and the Director of the Congressional Budget Office (in this
part referred to as the "Directors") shall with respect to each fiscal year-
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"(A) estimate, for each defense program and each non-defense program
which is subject to reduction under this part for such fiscal year, the budget
base level of outlays that may be anticipated for such fiscal year as of May
10 of the calendar year in which such fiscal year begins (August 15 in the
case of fiscal year 1988); and

"(B) estimate the rate of real economic growth that will occur during
such fiscal year, the rate of real economic growth that will occur during
each quarter of such fiscal year, and the rate of real economic growth that
will have occurred during each of the last two quarters of the preceding
fiscal year."

(2) Section 251(aX2) is amended to read as follows:
"(2) REPORT.-The Directors jointly shall report to the Director of the Office

of Management and Budget on May 18 of the calendar year in which such fiscal
year begins (August 20 in the case of fiscal year 1988)-

"(A) estimating, for each defense program and non-defense program sub-
ject to reduction under this part for such fiscal year, the budget base level
of outlays for such fiscal year;

"(B) specifying the estimated rate of real economic growth for such fiscal
year, for each quarter of such fiscal year, and for each of the last two quar-
ters of the preceding fiscal year;

"(C) indicating whether the estimate made pursuant to subparagraph (B)
includes two or more consecutive quarters of negative real economic
growth; and

"(D) specifying by account for non-defense programs, and by account and
programs, projects, and activities within each account, for defense pro-
grams, the base from which reductions are taken and the amounts and per-
centages by which such accounts must be reduced during such fiscal year,
in accordance with the succeeding provisions of this part, in order to reduce
outlays for such fiscal year by an amount equal to the sequestration
amount for such fiscal year..

(3) Section 251(aX3) is amended-
(A) by striking out subparagraph (A) and inserting in lieu thereof the follow-

ing:
"(A) The sequestration amount for a fiscal year shall be divided into

halves.";
(B) by striking out "(as adjusted under subparagraph (A)(ii) in the case of

fiscal year 1986)" in subparagraph (B);
(C) by striking out "(or the adjusted deficit excess, in the case of fiscal year

1986)" in such subparagraph;
(D) by striking out "(or the adjusted deficit excess, in the case of fiscal year

1986)" each place it appears in subparagraph (C); and
(E) by striking out "deficit excess" each place it appears in subparagraphs (B)

and (C) and inserting in lieu thereof "sequestration amount".
(4) Section 251(a)(4) is amended by striking out "deficit excess (as adjusted

under paragraph (3)(A)(ii), in the case of fiscal year 1986)" in subparagraph (A)
and inserting in lieu thereof "sequestration amount".

(bXW) Section 251 is amended by striking out subsections (b) and (c) and
inserting in lieu thereof the following:

"(b) REPORT BY THE OMB DIRECTOR.-
"(1) REPORT TO GIVE DUE REGARD TO OMB-CBO REPORT.-The Director of the

Office of Management and Budget shall review and consider the report issued
under subsection (a) by the Directors for the fiscal year and, with due regard for
the data, assumptions, and methodologies used in reaching the conclusions set
forth therein, shall issue a report to the President and the Congress on June 1
of the calendar year in which such fiscal year begins (September 8 in the case of
fiscal year 1988)-

"(A) estimating, for each defense program and non-defense program sub-
ject to reduction under this part for such fiscal year, the budget base level
of outlays for such fiscal year;

"(B) specifying the estimated rate of real economic growth for such fiscal
year, for each quarter of such fiscal year, and for each of the last two quar-
ters of the preceding fiscal year;

"(C) indicating whether the estimate made pursuant to subparagraph (B)
includes two or more consecutive quarters of negative economic growth;
and

"(D) specifying the amounts and percentages by which defense and non-
defense accounts must be reduced during such fiscal year in order to reduce
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budget outlays for such fiscal year by an amount equal to the sequestration
amount for such fiscal year.

Such report shall give due regard to the estimates, determinations, and specifi-
cations contained in the report submitted by the Directors under subsection (a)
and shall use the budget base, criteria, and guidelines set forth in subsection
(a06) and in sections 255, 256, and 257.

"(2) CONTENTS OF REPORT.-The report of the Director of the Office of Manage-
ment and Budget under this subsection shall-

"(A) provide for the determination of reductions in the manner specified
in subsection (aX3);

"(B) contain estimates, determinations, and specifications for all of the
items contained in the report submitted by the Directors under subsection
(a); and

"(C) state whether the estimates, determinations, and specifications con-
tained therein are consistent with the averaged items contained in the
report of such Directors under subsection (b), and, if not, shall explain the
reason for any deviation from any averaged item.".

(2) Section 251 is further amended by redesignating subsections (d), (e), (f), and (g)
as subsections (c), (d), (e), and (f), and-

(A) in subsection (d) (as so redesignated)- by striking out "Directors or the
Comptroller General" and inserting in lieu thereof "Directors or the Director of
the Office of Management and Budget"; and

(B) in subsection (e) (as so redesignated) by striking out "reports of the Comp-
troller General submitted to the Congress under subsections (b) and (cX2)" and
inserting in lieu thereof "the report of the Director of the Office of Manage-
ment and Budget submitted to the President and the Congress under subsection
(b)".

(3) Section 274(f)(5) is amended by striking out "section 251 (b) or (c)(2)" and in-
serting in lieu thereof "section 251(b)".

(4) Section 274(h) is repealed.
(dX1) Section 251(d) is amended by striking out paragraph (3).
(2) Section 256(0)(2) is amended by striking out ", in accordance with section

251(dX3),".

PRESIDENTIAL ORDERS

SEC. 205. (a) Section 252(a) is amended-
(1) by striking out the matter preceding subparagraph (A) of paragraph (1)

and inserting in lieu thereof the following:
"(1) IN GENERAL.-Except as provided in section 258, by September 1 following

the issuance of a report by the Director of the Office of Management and
Budget under section 251(b) (September 14 in the case of fiscal year 1988), the
President, in strict accordance with the requirements of paragraph (3) and sec-
tion 251(aX3) and (4) and subject to the exemptions, exceptions, limitations, spe-
cial rules, and definitions set forth in sections 255, 256, and 257, shall eliminate
the full amount of the sequestration amount by issuing an initial order that
(notwithstanding the Impoundment Control Act of 1974)-";

(2) by striking out "deficit excess (or adjusted deficit excess, in the case of
fiscal year 1986)" in subparagraph (B) of such paragraph and inserting in lieu
thereof "sequestration amount";

(3) by striking out "COMPTROLLER GENERAL'S" in the heading for paragraph (3)
and inserting in lieu thereof "OMB DIRECTOR'S";

(4) by striking out paragraph (2)(B) and inserting in lieu thereof the following:
"(B) FLEXIBILITY WITH RESPECT TO MILITARY PERSONNEL ACCOUNTS.-

"(i) Notwithstanding subparagraph (B)(i) of paragraph (1), the order
issued by the President under paragraph (1) with respect to any fiscal
year may, with respect to any military personnel account-

"(I) exempt any program, project, or activity within such account
from the order;

"(Ii) provide for a lower uniform percentage to be applied to
reduce any program, project, or activity within such account than
would otherwise apply; or

"(III) take actions described in both subclauses (I) and (II).
"(ii) If the President uses the authority under clause (i), the total

amount by which outlays are not reduced for a fiscal year in military
personnel accounts by reason of the use of such authority shall be de-
termined. Reductions in outlays under defense programs in such total
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amount shall be achieved by a uniform percentage sequestration of new
budget authority and unobligated balances in each program, project,
and activity within each account within major functional category 050
other than those military personnel accounts for which the authority
provided under clause (i) has been exercised, computed on the basis of
the outlay rate for each such program, project, and activity determined
under section 251(d).".

(5) by striking out paragraph (4) and inserting in lieu thereof the following:
"(4) EFFECT OF SEQUESTRATION UNDER INITIAL ORDER.-

"(A) IN GENERAL.-Notwithstanding section 257(7), amounts sequestered
under an order issued by the President under paragraph (1) for a fiscal year
shall be withheld from obligation and shall be permanently cancelled in ac-
cordance with subparagraph (B) or subparagraph (C).

"(B) EFFECT ON AMOUNTS WITHHELD.-The initial order issued by the
President under paragraph (1) for a fiscal year shall be deemed to be, and
shall be effective as, a final order for such fiscal year if, by September 30 of
the fiscal year preceding such fiscal year, a bill or joint resolution has not
been enacted under section 258 directing the President to issue a final
order under subsection (b). Amounts withheld from obligation under para-
graph (1) shall be permanently cancelled in accordance with the terms of
the initial order issued under paragraph (1).

"(C) EFFECT OF FINAL ORDER.-If the President, pursuant to a bill or joint
resolution enacted under section 258, issues a final order under subsection
(b), amounts sequestered under an initial order issued under paragraph (1)
shall be made available for obligation, or shall be permanently cancelled, in
accordance with the terms of such final order."; and

(6) by striking out paragraph (6) and inserting in lieu thereof the following:
"(6) EFFECTIVE DATE OF INITIAL ORDER.-

"(A) IN GENERAL.-Except as provided in paragraph (4)(C) and section 258,
the order issued by the President under paragraph (1) with respect to any
fiscal year shall be effective as of October 1 of such fiscal year.

"(B) TREATMENT OF AUTOMATIC SPENDING INCREASES.-
"(i) IN GENERAL.-Notwithstanding any other provision of law, any

automatic spending increase that would (but for this clause) be first
paid during the period beginning with the first day of such fiscal year
and ending with-

"(I) the date on which an initial order under paragraph (1) is ef-
fective as a final order for such fiscal year, or
- "(II) the date on which a final order is issued under subsection
(b),

as the case may be, shall be suspended until such final order becomes
effective, and the amounts that would otherwise be expended during
such period with respect to such increases shall be withheld. If such
final order provides that automatic spending increases shall be reduced
to zero during such fiscal year, the increases suspended pursuant to the
preceding sentence and any legal rights thereto shall be permanently
cancelled. If such final order provides for the payment of automatic
spending increases during such fiscal year in amounts that are less
than would have been paid but for such final order, or provides for the
payment of the full amount of such increases, the increases suspended
pursuant to such sentence shall be restored to the extent necessary to
pay such reduced or full increases, and lump-sum payments in the
amounts necessary to pay such reduced or full increases shall be made,
for the period for which such increases were suspended pursuant to
this clause.

"(ii) PROHIBITION AGAINST RECOUPMENT.-Notwithstanding clause (i),
if an amount required by either such clause to be withheld is paid, no
recoupment shall be made against an individual to whom payment was
made.

"(iii) EFFECT OF LUMP-SUM PAYMENTS ON NEEDS-RELATED PROGRAMS.-
Lump-sum payments made under the last sentence of clause (i) shall
not be considered as income or resources or otherwise taken into ac-
couint in determining the eligibility of any individual for aid, assist-
ance, or benefits under any Federal or federally-assisted program
which conditions such eligibility to any extent upon the income or re-
sources of such individual or his or her family or household, or in de-
termining the amount or duration of such aid, assistance, or benefits.".
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(b) Section 252(b) is amended to read as follows:
"(b) ISSUANCE OF FINAL ORDER.-

"(1) IN GENERAL.-If a bill or joint resolution is enacted under section 258
with respect to a fiscal year, the President, on or before October 30 of such
fiscal year, shall issue a final order under this subsection to eliminate the full
amount of the sequestration amount for such fiscal year. The order issued
under this subsection-

"(A) shall-
"(i) in the case of a final order for a fiscal year which is preceded by

an initial order for such fiscal year under subsection (a), include the
same reductions and sequestrations as the initial order issued under
subsection (a), adjusted to the extent necessary to take account of any
adjustments in the sequestration amount for such fiscal year specified
in the bill or joint resolution enacted under section 258; or

"(ii) in the case of a final order for a fiscal year which is not preceded
by an initial order for such fiscal year under subsection (a), comply
with the requirements of this part applicable to an initial order for
such fiscal year;

"(B) shall make such reductions and sequestrations in strict accordance
with the requirements of section 251(a) (3) and (4); and

"(C) shall use the same criteria and guidelines as those which were used
in the issuance of such initial order for such fiscal year under subsection (a)
or that would have been used if an initial order had been issued for such
fiscal year under subsection (a).

The provisions of subsection (aX3) shall apply to the order issued under this sub-
section in the same manner as such provisions apply to the report issued under
section 251(b) and to any order issued under subsection (a).

"(2) ORDER REQUIRED IF SEQUESTRATION AMOUNT HAS BEEN MET.-If a bill or
joint resolution has been enacted under section 258-

"(A) affirming a certification described in section 258(aXl) which causes
the sequestration amount for such fiscal year to be zero;

"(B) affirming a certification under section 258(bXIXA) which causes the
sequestration amount for such fiscal year to be less than $1,000,000,000; or

"(C) specifying a sequestration amount for such fiscal year which is less
than $1,000,000,000,

the order issued under this subsection shall so state and shall make available
for obligation and expenditure any amounts withheld pursuant to subsection
(a04) or (aX6XB).

"(3) EFFECTIVE DATE OF FINAL ORDER.-
"(A) The final order issued by the President under paragraph (1) with re-

spect to a fiscal year shall become effective on the date of its issuance, and
shall supersede any order issued under subsection (a) with respect to such
fiscal year.

"(B) Any modification or suspension by such order of the operation of a
provision of law that would (but for such order) require an automatic spend-
ing increase to take effect during the fiscal year shall apply for the one-
year period beginning with the date on which such automatic increase
would have taken effect during such fiscal year (but for such order).".

PREVENTION OF PRESIDENTIAL ORDER; REDUCTION OF SEQUESTRATION AMOUNT

SEC. 206. (a) Part C is amended by adding at the end thereof the following new
section:
"SEC. 258. PREVENTION OF PRESIDENTIAL ORDER: REDUCTION OF SEQUESTRATION AMOUNT.

"(a) PREVENTION OF ORDER.-If, with respect to a fiscal year-
"(1) by September 30 of the fiscal year preceding such fiscal year, the Director

of the Congressional Budget Office, upon receiving a request from the Commit-
tee on the Budget of the Senate or the House of Representatives, has issued a
report containing a certification that-

"(A) the maximum deficit amount for the fiscal year for which an order
would otherwise have been issued or implemented under this section-

"(i) in the case of fiscal year 1988, will not be exceeded; or
"(ii) in the case of fiscal year 1989 or any subsequent fiscal year, will

not be exceeded by an amount in excess of $10,000,000,000; or
"(B) the deficit for such fiscal year has been reduced below the deficit re-

duction baseline by an amount equal to the deficit reduction amount for
such fiscal year;
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"(2) by September 30 of the fiscal year preceding such fiscal year, the Con-
gress has adopted a bill or a joint resolution containing-

"(A) provisions which affirm the certification contained in the report de-
scribed in paragraph (1); and

"(B) provisions directing the President not to issue an order under section
252 with respect to such fiscal year (in any case in which such bill or joint
resolution is adopted before such an order is issued), or directing the Presi-
dent not to implement such an order (in any case in which such an order is
issued before such bill or joint resolution is adopted); and

"(3) such bill or joint resolution becomes law,
the sequestration amount for such fiscal year, for purposes of sections 251 and 252,
shall be zero.

"(b) MODIFICATION OF SEQUESTRATION AMOUNT.-
"(1) IN GENERAL.-If, with respect to a fiscal year-

"(A) by September 30 of the fiscal year preceding such fiscal year, the Di-
rector of the Congressional Budget Office, upon receiving a request from
the Committee on the Budget of the Senate or the House of Representa-
tives, has issued a report containing a certification that--

"(i) the maximum deficit amount for such fiscal year-
"(1) in the case of fiscal year 1988, will be exceeded; or
"(I) in the case of fiscalyear 1989 or any subsequent fiscal year,

will be exceeded by an amount in excess of $10,000,000,000; and
"(ii) the deficit for such fiscal year has been reduced below the deficit

reduction baseline by an amount which is less than the deficit reduc-
tion amount for such fiscal year;

"(B) by September 30 of the fiscal year preceding such fiscal year, the
Congress has adopted a bill or joint resolution including provisions which-

"(i) affirm the certification contained in the report described in sub-
paragraph (A);

"(ii) affirm the sequestration amount for such fiscal year, and any ad-
justment in the sequestration amount for such fiscal year, included in
such report in accordance with paragraphs (2) and (3);"(iii) provisions directing the President to issue a report meeting the
requirements of section 251(b) in order to implement such sequestration
amount or any such adjustment in the sequestration amount for such
fiscal year which results from the enactment of a bill or joint resolu-
tion with respect to which a certification has been made under sub-
paragraph (A);

"(iv) provisions directing the President to-
"(I) issue an order under section 252 in order to implement such

sequestration amount or any such adjustment in the sequestration
amount for such fiscal year (in any case in which an initial order
has not been issued under section 252(a) for such fiscal year);

"(11) modify the most recent order issued under such section for
such fiscal year in order to implement such sequestration amount
or any such adjustment in the sequestration amount for such fiscal
year; or

"(11) cancel the implementation of an order issued under section
252 for such fiscal year (in any case in which the sequestration
amount for such fiscal yeur will, as a result of such change, be zero
pursuant to subsection (a) or will be considered to be zero pursuant
to paragraph (4)(B)); and"(v) specify that, if such bill or joint resolution is not approved by the

President, the provisions described in clauses (i) through (iv) will not
have any force and effect at any time after 15 days after the date such
bill or joint resolution is transmitted to the President for approval; and"(C) such bill or joint resolution becomes law,

the sequestration amount for such fiscal year shall be the amount determined
under paragraphs (2), (3), and (4).

"(2) SEQUESTRATION AMOUNT.-Except as provided in paragraph (3), for pur-
poses of sections 251 and 252, the sequestration amount for a fiscal year to
which paragraph (1) applies shall be the lesser of-

"(A) the amount equal to the difference between-
"(i) the estimated deficit for such fiscal year, minus"(ii) the amount-

"(I) in the case of fiscal year 1988, equal to the maximum deficit
amount for such fiscal year; or
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"(II) in the case of fiscal year 1989 and any subsequent fiscal
year, equal to the sum of the maximum deficit amount for such
fiscal year plus $10,000,000,000; or

"(B) the amount equal to the difference between-
"(i) the deficit reduction amount for such fiscal year, minus
"(ii) the estimated amount by which the deficit for such fiscal year

will be reduced below the deficit reduction baseline for such fiscal year.
"(3) CONTENTS OF REPORT OF DIRECTOR.-Any report issued by the Director of

the Congressional Budget Office under paragraph (1) with respect to a fiscal
year shall contain-

"(A) a determination by such Director, in accordance with this subsection,
of the sequestration amount for such fiscal year, taking into account all
bills and joint resolutions enacted by the date on which such report is
made; and

"(B) a determination by such Director of the adjustment in the sequestra-
tion amount for such fiscal year which would be required by the enactment
of each bill or joint resolution which, on the date such report is made, has
been adopted by the Congress but has not become law.

"(4) LIMITATIONS.--
"(A) MAxiMuM.-Notwithstanding any other provision of this subsection,

the sequestration amount for a fiscal year shall not exceed $36,000,000,000.
"(B) ORDER NOT REQUIRED.-Notwithstanding any other provision of this

subsection, if the sequestration amount determined or adjusted under this
subsection for a fiscal year is less than $1,000,000,000, the sequestration
amount for such fiscal year shall be deemed to be zero.

"(c) PREPARATION OF CBO REPORT.-
"(1) BILLS AND RESOLUTION TO BE CONSIDERED.-In preparing any report with

respect to a fiscal year requested by the Committee on the Budget of the Senate
or the House of Representatives under subsection (a)(1) or (b)(1)(A), the Director
of the Congressional Budget Office shall-

"(A) assume that any bill or resolution which the Committee on the
Budget specifies will contain provisions affirming any certification con-
tained in such report will become law;

"(B) analyze, for purposes of a certification under subsection (a)(1)(B) or
(b)(1)(A)(ii) with respect to a fiscal year, only provisions of law enacted, and
final regulations promulgated, during the fiscal year preceding such fiscal
year (or, in the case of fiscal year 1988, during the period beginning on Feb-
ruary 19, 1987, and ending on September 30, 1987); and

"(C) for purposes of a certification under subsection (a)(1)(B) or (b)(1)(A)(ii),
exclude from the deficit reduction baseline any changes in the deficit which
resulted from the enactment of provisions of law and the promulgation of
final regulations during the period beginning on October 1 of the fiscal year
preceding the fiscal year for which the certification is made and ending on
the date in such preceding fiscal year on which the Director of the Congres-
sional Budget Office submits the report required under section 202(f)(1) of
the Congressional Budget Act of 1974 with respect to the fiscal year for
which the certification is being made.

"(2) ASSUMPTIONS FOR PREPARATION OF REPORTS.--
"(A) FISCAL YEAR 1988.-In preparing the reports required under para-

graphs (1) with respect to fiscal year 1988, the Director of the Congressional
Budget Office, the Director of the Office of Management and Budget, and
the Comptroller General shall assume that the baseline estimate of the def-
icit for such fiscal year is $186,000,000,000.

"(B) FISCAL YEARS 1989-1992.-In preparing any report under subsection
(a)(1) or bIXl)(A) for fiscal year 1989 or any subsequent fiscal year, the Di-
rector of the Congressional Budget Office shall use, except as provided in
paragraph (3), the same methodology and economic and technical assump-
tions used in preparing the baseline estimate of the deficit for such fiscal
year contained in the report of such Director with respect to such fiscal
year required under section 2020f)(1) of the Congressional Budget Act of
1974 for purposes of determining under such subsections the deficit for such
fiscal year and the deficit reduction baseline for such fiscal year.

"(3) SPECIAL RULES.-Subsections Wi), (j), (k), and (1) of section 251 shall apply to
the determination of the deficit for a fiscal year for purposes of any report pre-
pared under subsection (a)(1) or (b)(1)(A).

"(d) INCLUSION OF AFFIRMATION PROVISIONS IN RECONCILIATION BILL.-To the
extent feasible, the Congress shall include the provisions described in subsection
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(aX2) or (bX1XB) in a reconciliation bill or reconciliation resolution under section 310
of the Congressional Budget Act of 1974.

"(e) ENFORCEMENT.-
"(1) IN GENERAL.-At any time after a bill or joint resolution is adopted under

subsection (a) or (b) with respect to a fiscal year, it shall not be in order in the
Senate or the House of Representatives to consider any bill, resolution, or
amendment, or any conference report on any bill or resolution, if the enactment
of such bill, resolution, amendment, or conference report would increase the
deficit for such fiscal year unless--

"(A) the Committee on the Budget of the Senate or the House of Repre-
sentatives, as the case may be, has requested the Director of the Congres-
sional Budget Office to prepare a report described in subsection (aX1) or
subsection (bM1XA) with respect to such bill, resolution, amendment, or con-
ference report;

"(B) such Director, with respect to such bill, resolution, amendment, or
conference report has prepared a report containing a certification described
in subparagraph (A) or (B) of subsection (aX1) or clause (i) or (ii) of subsec-
tion (bXlXA) and specifying the sequestration amount for such fiscal year
(determined in accordance with subsection (a)) or specifying the sequestra-
tion amount or one or more adjustments in the sequestration amount for
such fiscal year (determined in accordance with subsection (b)); and

"(C) such bill, resolution, amendment, or conference report contains-"(i) provisions affirming such certification and such sequestration
amount or such adjustments in the sequestration amount;

"(ii) provisions directing the President to issue a report meeting the
requirements of section 251(b) in order to implement such sequestration
amount or any adjustment in the sequestration amount for such fiscal
year resulting from the enactment of such bill, resolution, amendment,
or conference report; and

"(iii) provisions directing the President to-
"(I) issue an order under section 252 in order to implement such

sequestration amount -or-such adjustment in the sequestration
amount for such fiscal year (in any case in which an initial order
has not been issued under section 252(a) for such fiscal year);

"(II) modify the most recent order issued under such section for
such fiscal year in order to implement such sequestration amount
or such adjustment in the sequestration amount for such fiscal
year; or

"(111) cancel the implementation of an order issued under section
252 for such fiscal year (in any case in which the sequestration
amount for such fiscal year will, as a result of such change, be zero
pursuant to subsection (a) or will be considered to be zero pursuant
to subsection (b)).

"(2) APPLICATION.-Paragraph (1) applies to any bill, resolution, amendment,
or conference report which-

"(A) would increase the deficit by more than $1,000,000,000; or
"(B) would increase the deficit by more than $100,000,000 (in any case in

which bills and joint resolutions enacted, and regulations implemented,
since the most recent report of the Director under subsection (aX1), (bX1XA),
or this subsection, have resulted in an increase in the deficit of more than
$1,000,000,000).

"(3) WAIVER.-Paragraph (1) may be waived or suspended in the Senate or the
House of Representatives by the affirmative vote of three-fifths of the Members
duly chosen and sworn.

"(4) DETERMINATIONS TO BE MADE BY BUDGET COMMITTEES.-For purposes of
this subsection, the amount of the change in the deficit for a fiscal year shall be
determined on the basis of estimates made by the Committee on the Budget of
the Senate or the House of Representatives, as the case may be.

"(f) CONFIRMATION OF DEFICIT REDUCTION.-
"(1) REPORTS.-

"(A) REPORTS BY DIRECTORS.-By each of July 25 and September 8 of the
calendar year in which a fiscal year begins, and by October 10 of-a fiscal
year, the Directors shall jointly submit a report to the Comptroller General
with respect to such fiscal year which-

"(i) specifies, as of the date on which such report is made, a determi-
nation of each of the amounts described in subparagraphs (A) and (B) of
subsection (bX2) with respect to such fiscal year, if applicable;
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"(ii) specifies, as of the date on which such report is made, the se-
questration amount for such fiscal year, determined in accordance with
paragraphs (2), (3), and (4) of subsection (b), or subsection (a); and

"(iii) describes the manner in which the determinations under
clauses (i) and (ii) were made.

"(B) GAO REPORTS.-By each of July 29 and September 12 of the fiscal
year preceding a fiscal year, and by October 14 of a fiscal year, the Comp-
troller General shall prepare and transmit to the Congress a report which
analyzes the most recent report of the Directors under subparagraph (A) for
such fiscal year and contains the matters described in clauses (i), (ii), and
(iii) of such subparagraph with respect to such fiscal year.

"(2) ASSUMPTIONS FOR PREPARATION OF REPORTS.-
"(A) FISCAL YEAR 1988.-In preparing the reports required under para-

graphs (1) with respect to fiscal year 1988, the Director of the Congressional
Budget Office, the Director of the Office of Management and Budget, and
the Comptroller General shall assume that the baseline estimate of the def-
icit for such fiscal year is $186,000,000,000.

"(B) FISCAL YEAR 1989 AND SUBSEQUENT FISCAL YEARS.-In preparing each
report required under paragraphs (1) for fiscal year 1989 and each subse-
quent fiscal year, the Director of the Congressional Budget Office, the Di-
rector of the Office of Managemient and Budget, and the Comptroller Gen-
eral of the United States shall use the same economic and technical as-
sumptions for such fiscal year and the baseline estimate of the deficit for
such fiscal year specified in the report required under paragraph (5) for
such fiscal year.1"(4) OTHER REQUIREMENTS FOR PREPARATION OF REPORTS.-

"(A) AVERAGING REQUIRED.-The provisions of the last two sentences of
section 251(aX5) shall apply to each report prepared by the Directors under
paragraph (1)(A).

"(B) ANALYSIS OF LAWS AND REGULATIONS.-In preparing any report re-
quired under this subsection for a fiscal year, the Director of the Congres-
sional Budget Office, the Director of the Office of Management and Budget,
and the Comptroller General shall analyze all provisions of law enacted
and all final regulations promulgated, by the date on which such report is
made.

"(5) SPECIAL GAO REPORT.-
"(A) IN GENERAL.-By March 1 of the calendar year in which a fical year

begins, the Comptroller. General of the United States shall, after analyzing
the report of the Director of the Congressional Budget Office under section
201(f)(1) of the Congressional Budget Act of 1974 for such fiscal year and
the statement of the Director of the Office of Management and Budget
under section 1105(g) of title 31, United States Code, for such fiscal year,
issue a report specifying, with respect to such fiscal year and the fiscal year
preceding such fiscal year-

"(i) the baseline estimate of the deficit;
"(ii) the baseline estimate of budget authority and budget outlays for

each major functional category;
"(iii) revenues by major type, including individual and corporate

income taxes, social insurance taxes and contributions, excise taxes,
estate and gift taxes, customs duties, and miscellaneous receipts;

"(iv) key technical assumptions relating to the budget estimates; and
"(v) economic assumptions, including-

"(I) the level of real gross national product for each quarter of
each such fiscal year;

"(II) the level of nominal gross national product for each quarter
of each such fiscal year;

"(III) the level of the gross national product implicit price defla-
tor for each quarter of each such fiscal year;

"(IV) the level of real consumption expenditure for each quarter
of each such fiscal year;

"(V) the level of nominal consumption expenditure for each quar-
ter of each such fiscal year;

"(VI) the level of real investment expenditure for each quarter of
each such fiscal year;"(VII) the level of nominal investment expenditure for each
quarter of each such fiscal year;

"There is no paragraph (3) in the original.
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"(VIII) the level of real net exports for each quarter of each such
fiscal year;

"(IX) the level of nominal net exports for each quarter of each
such fiscal year;

"(X) the level of real government purchases for each quarter of
each such fiscal year;

"(XI) the levelof current dollar government purchases for each
quarter of each such fiscal year;

"(XII) the level of merchandise imports for each quarter of each
such fiscal year;

"(XIII) the level of taxable personal income for each such fiscal
year;

"(XIV) the effective tax rate on taxable personal income for each
such fiscal year;

"(XV) the level of wage find salary disbursements for each suchfiscal year;
"(XGI) the effective tax rate on wage and salary disbursements

for social insurance;
"(XVII) the level of book profits;
"(XVIII) the effective tax rate on book profits;
"(XIX) the level of the CPI-W for each quarter of each such fiscal

year;
"(XX) the market baske'c percentage increase in the hospital cost

index (as defined in seotion 1886 of the Social Security Act) for
A-ach such fiscal year;

"(XXI) the interest rate on 91-day Treasury bills, the interest
rate on 1-year Treasury bills, the interest rate on 10-year Treasury
notes and the interest rate on 30-year Treasury bonds, for each
quarter of each such fiscal year;

"(XXII) the percentage mix of Treasury net new financing in
marketable securities for each such fiscal year;

"(XXIII) the average refiners' acquisition price for oil; and
"(XXIV) the civilian unemployment rate.

"(B) APPLICABILITY OF BUDGET BASE.-In preparing the baseline estimate
of the deficit to be included in each report required under subparagraph (A)
for a fiscal year, the Comptroller General shall-

"(i) apply the provisions of section 251(aX6) of the Balanced Budget
and Emergency Deficit Control Act of 1985 (other than the provisions
of subparagraph (C) of such section) with respect to all accounts other
than appropriated accounts; and

"(ii) with respect to each appropriated account, apply the provisions
of subparagraph (D) of such section and assume that the level of appro-
priations for the fiscal year for which the report is made will be equal
to the level of appropriations for such account for the preceding fiscal
year, adjusted by the gross national product deflator or such other
measure of inflation as the Comptroller General considers appropriate.

"(C) ASSISTANCE.-The Directors shall each provide the Comptroller Gen-
eral with such assistance as the Comptroller General may require to pre-
pare each report required by this paragraph.

"(h) CONGRESSIONAL ACTION.-
"(1) IN GENERAL.-Within 5 days after receiving a report of the Comptroller

General under subsection (gX1XB) specifying a sequestration amount for a fiscal
year, the Majority Leader of each House shall introduce a joint resolution
which contains-

"(A) provisions affirming the sequestration amount for such fiscal year
contained in such report; and

"(B) provisions directing the President to-"(i) issue a final order under section 252(b) in order to reduce the def-
icit for such fiscal yeai by the sequestration amount for such fiscal
year specified in such joint resolution pursuant to subparagraph (A) (in
any case in which an initial order has not been issued under section
252(a) for such fiscal year);

"(ii) modify the most recent order issued under section 252 for such
fiscal year in order to implement such sequestration amount for such
fiscal year; or

"(iii) cancel the implementation of an order issued under section
252(a) for such fiscal year (in any case in which the sequestration
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amount for such fiscal year specified in the joint resolution pursuant to
subparagraph (A) will, as determined by the Comptroller General in
the report required under subsection (gX1B), is less than
$1,000,000,000).

"(2) PROCEDURES FOR CONSIDERATION OF JOINT RESOLUTIONS.-
"(A) EXERCISE OF RULEMAKING POWER.-The provisions of this paragraph

are enacted-
"(i) as an exercise of the rulemaking power of the Senate and the

House of Representatives, respectively, and as such they are deemed a
part of the rules of each House, respectively, but applicable only with
respect to the procedure to be followed in the Senate in the case of
joint resolutions described by paragraph (1) of this subsection; and they
supersede other rules only to the extent that they are inconsistent
therewith; and

"(ii) with full recognition of the constitutional right of either House
to change such rules (so far as relating to the procedure of that House)
at any time, in the same manner, and to the same extent as in the case
of any other rule of that House.

"(B) No REFERRAL TO COMMITTEE.-A joint resolution introduced in the
Senate or the House of Representatives under paragraph (1) shall not be
referred to a committee of the Senate or the House of Representatives, as
the case may be, and shall be held at the desk pending disposition of such
joint resolution in accordance with this paragraph.

"(C) IMMEDIATE CONSIDERATION.-At any time after a joint resolution is
introduced under paragraph (1), notwithstanding any rule or precedent of
the Senate, including Rule 22 of the Standing Rules of the Senate, it is at
any time thereafter in order (even though a previous motion to the same
effect has been disagreed to) for any Member of the respective House to
move to proceed to the consideration of the resolution, and all points of
order against the resolution (and against consideration of the resolution)
are waived. The motion is highly privileged in the House of Representatives
and is privileged in the Senate and is not debatable. The motion is not sub-
ject to amendment, or to a motion to postpone, or to a motion to proceed to
the consideration of other business. A motion to reconsider the vote by
which the motion is agreed to or disagreed to shall not be in order. If a
motion to proceed to the consideration of the resolution is agreed to, the
resolution shall remain the unfinished business of the respective House
until disposed of.

"(D) DEBATE.-Debate on a joint resolution introduced under paragraph
(1), and on all debatable motions and appeals in connection therewith, shall
be limited to not more than ten hours, which shall be divided equally be-
tween those favoring and those opposing the resolution. A motion further to
limit debate is in order and not debatable. An amendment to, or a motion
to postpone, or a motion to proceed to the consideration of other business,
or a motion to recommit the resolution is not in order. A motion to recon-
sider the vote by which the resolution is agreed to or disagreed to is not in
order.

"(E) VOTE ON FINAL PASSAGE.-Immediately following the conclusion of
the debate on a joint resolution introduced under paragraph (1), and a
single quorum call at the conclusion of the debate if requested in accord-
ance with the rules of the appropriate House, the vote on final passage of
the resolution shall occur. Such vote shall occur no later than October 15 of
the fiscal year to which the joint resolution relates."(F) APPEALs.-Appeals from the decisions of the Chair relating to the ap-
plication of the rules of the Senate or the House of Representatives, as the
case may be, to the procedure relating to a joint resolution described in
paragraph (1) shall be decided without debate.

"(G) RESOLUTION FROM OTHER HOUSE.-If, before the passage by the
Senate of a joint resolution of the Senate introduced under paragraph (1),
the Senate receives from the House of Representatives a joint resolution in-
troduced under paragraph (1), then the following procedures shall apply:

"(i) The joint resolution of the House of Representatives shall not be
referred to a committee.

"(ii) With respect to a joint resolution introduced under paragraph (1)
in the Senate-

"(I) the procedure in the Senate shall be the same as if no resolu-
tion had been received from the House; but
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"(II) the vote on final passage shall be on the resolution of the

House.
"(iii) Upon disposition of the resolution received from the House, it

shall no longer be in order to consider the resolution originated in the

Senate.
"(H) SENATE ACTION ON HOUSE RESOLUTION.-If the Senate receives from

the House of Representatives a joint resolution introduced under paragraph

(1) after the Senate has disposed of a Senate originated resolution, the

action of the Senate with regard to the disposition of the Senate originated

resolution shall be deemed to be the action of the Senate with regard to the

House originated resolution.".
(b) Section 257 is amended by adding at the end thereof the following new para-

graph:"(10) The term 'deficit reduction baseline' means with respect to a fiscal year,

the baseline estimate of the deficit for such fiscal year.".

(c) Section 254(bXl) is amended by striking out subparagraphs (A) and (B) and in-

serting in lieu thereof the following:
"(A) PREVENTION OF PRESIDENTIAL ORDER.-If, on or after June 1 of a cal-

endar year in which a fiscal year begins, the Director of the Congressional

Budget Office, upon receiving a request from the Committee on the Budget

of the Senate or the House of Representatives, has issued a report contain-

ing a certification-
"(i) that, in the case of fiscal year 1988, the maximum deficit amount

for such fiscal year will be e (ceeded, or that in the case of fiscal year

1989 or a subsequent fiscal year, the maximum deficit amount will be

exceeded for the-figcal year by-more-than $10,000,000,000; and

"(ii) the deficit for such fiscal year has not been reduced below the

deficit reduction baseline by an amount at least equal to the deficit re-

duction amount for such fiscal year,

the Committee on the Budget of the Senate may report a resolution de-

scribed in subparagraph (C).
"(B) CONTENTS OF REPORT.-AAny report issued by the Director of the Con-

gressional Budget Office under subparagraph (A) with respect to a fiscal

year shall contain a determination of each adjustment in the sequestration

amount for such fiscal year under each of subparagraphs (A) and (B) of sec-

tion 258(bX2).
"(C) INITIAL BUDGET COMMITTEE ACTION.-Not later than two days after

the Director of the Congressional Budget Office issues a report under sub-

paragraph (A) with respect to a fiscal year, the Committee on the Budget of

the Senate may report to the Senate a resolution. The resolution shall con-

tain instructions to committees of the Senate of the type referred to in sec-

tion 310(a) of the Congressional Budget Act of 1974, sufficient to reduce the

deficit for such fiscal year in an amount which under section 258(aX2)

would cause the sequestration amount for such fiscal year to be zero.".

(dXl) Section 301(i) of the Congressional Budget Act of 1974 is amended-

(A) by striking out paragraph (1)(A) and inserting in lieu thereof the follow-

ing:
"(i1)(A) Except as provided in paragraph (2), it shall not be in order in either

the House of Representatives or the Senate to consider any concurrent resolu-

tion on the budget for a fiscal year under this section, or to consider any

amendment to such a concurrent resolution, or to consider a conference report

on such a concurrent resolution, if-
"(i) the level of total budget outlays for such fiscal year that is set forth

in such concurrent resolution or conference report-
"(1) exceeds the recommended level of Federal revenues set forth for

that year by an amount that is greater than the maximum deficit

amount for such fiscal year as determined under section 3(7); and
"(II) would cause the reduction in the deficit for such fiscal year

below the deficit reduction baseline for such fiscal year to be less than

the deficit reduction amount for such fiscal year; or

"(ii) the adoption of such amendment would-
"(1) result in a level of total budget outlays for such fiscal year which

exceeds the recommended level of Federal revenues for such fiscal year

by an amount that is greater than the maximum deficit amount for

such fiscal year as determined under section 3(7); and
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"(II) cause the reduction in the deficit for such fiscal year below the
deficit reduction baseline for such fiscal year to be less than the deficit
reduction amount for such fiscal year."; and

(B) by striking out "MAXIMUM DEFICIT AMOUNT MAY NOT BE EXCEEDED" in
the heading for such subsection and inserting in lieu thereof "ENFORCEMENT OF
DEFICIT REDUCTION".

(2) Section 301 is amended by inserting at the end thereof the following:
"(j) DETERMINATIONS BY BUDGET COMMiTTEEs.-For purposes of this section, the

levels of revenues and outlays and the level of the deficit for a fiscal year for a fiscal
year shall be determined on the basis of estimates made by the Committee on the
Budget of the House of Representatives or the Senate, as the case may be.".

(3) Section 311(a) of such Act is amended by inserting after "section 3(7)" the fol-
lowing: "and would cause the reduction in the deficit for such fiscal year to be less
than the deficit reduction amount for such fiscal year".

(eXW) Section 202(f) of the Congressional Budget Act of 1974 is amended-
(A) by striking out "and (B)" in paragraph (1) and inserting in lieu thereof

"(B) the baseline estimate of the deficit, and (C)";
(B) by adding at the end of paragraph (1) the following: "Such report shall

also include a specification of each of the economic assumptions, for the fiscal
year for which the report is made and the fiscal year preceding such fiscal year,
which are described in section 258(f0(5XA) of the Balanced Budget and Emergen-
cy Deficit Control Act 6f 1985 and which are used in preparing such report.";

(C) by redesignating paragraphs (2) and (3) as paragraphs (4) and (5), respec-
tively; and

(D) by inserting after paragraph (1) the following new paragraph:
"(2) On or before August 15 of each year, the Director shall submit to the

'Committees on the Btid-get of the House of Representatives and the Senate a
report, for the fiscal year commencing on October 1 of that year, which-

"(A) updates the most recent economic forecast and budget outlook, in-
cluding the most recent aggregates for revenues, budget authority outlays,
and related surpluses and deficits; and

"(B) includes the baseline estimate of the deficit for such fiscal year cal-
culated based on the update of such estimates of revenues, budget author-
ity, and outlays.

"(3) In preparing the baseline estimate of the deficit to be included in each
report required under paragraph (1) or (2) for a fiscal year, the Director shall-

"(A) apply the provisions of section 251(aX6) of the Balanced Budget and
Emergency Deficit Control Act of 1985 (other than subparagraph (C) of such
section) with respect to all accounts other than appropriated accounts; and

"(B) with respect to each appropriated account, apply the provisions of
subparagraph (D) of such section and assume that the level of appropria-
tions for the fiscal year for which the report is made will be equal to the
level of appropriations for such account for the preceding fiscal year, ad-
justed by the gross national product deflator or such other measure of infla-
tion as the Directer considers appropriate.".

(2) Section 1105 of title 31, United States Code, is amended by adding at the end
thereof the following new subsection:

"(gXl) The budget submitted under subsection (a) for a fiscal year shall include a
separate statement, prepared by the Director of the Office of Management and
Budget, of-

"(A) each of the economic assumptions, for the fiscal year for which the
budget is submitted and the fiscal year preceding such fiscal year, which are

- described in section 258(f)(5XA) of the Balanced Budget and Emergency Deficit
Control Act of 1985 and which are used in preparing such budget; and

"(B) the baseline estimate of the deficit used in the preparation of such
budget.

"(2) In preparing the baseline estimate of the deficit to be included in each state-
ment required under paragraph (1) of this subsection for a fiscal year, the Director
of the Office of Management and Budget shall-

"(A) apply the provisions of section 251(aX6) of the Balanced Budget and
Emergency Deficit Control Act of 1985 (other than subparagraph (C) of such sec-
tion) with respect to all accounts other than appropriated accounts; and

"(B) with respect to each appropriated account, apply the provisions of sub-
paragraph (D) of such section and assume that the level of appropriations for
the fiscal year for which the report is made will be equal to the level of appro-
priations for such account for the preceding fiscal year, adjusted by the gross
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national product deflator or such other measure of inflation as the Director con-
siders appropriate.".

(0(1) Section 310 of the Congressional Budget Act of 1974 is amended-
(A) in subsection (a04) by striking out "and (3)" and inserting in lieu thereof

"(3), and (4)";
(B) in subsection (a) by redesignating paragraph (4) as paragraph (5);
(C) in subsection (a) by striking out "or" at the end of paragraph (3);
(D) in subsection (a) by inserting after paragraph (3) the following new para-

graph:
"(4) include a provision described in section 258(aH2) or 258(bX1)B) of the Bal-

anced Budget and Emergency Deficit Control Act of 1985; or"; and
(E) in subsection (bW2) by striking out "revision." and inserting in lieu thereof"revision other than the addition of a provision described in section 258(ax2) or

258(b•lXB) of the Balanced Budget and Emergency Deficit Control Act of
1985.".

(2) Section 20001 of the Consolidated Omnibus Budget Reconciliation Act, as
amended by section 7006 of the Omnibus Budget Reconciliation Act of' 1986, is
amended in subsection (dK3XA) by inserting "(including a provision described in sec-
tion 258(aX2) or 258(bX1XB) of the Balanced Budget and Emergency Deficit Control
Act of 1985)" after "of such committee".

(g) Section 308(b)(1) of the Congressional Budget Act of 1974 is amended by adding
at the end thereof the following new sentence: "Such reports shall also include in-
formation that would be included in a certification described in section 258(a)(1) or
258(bXlXA) of the Balanced Budget and Emergency Deficit Control Act of 1985 with
respect to bills and resolutions adopted by the Congress by the date such report was
made.".

DEFICIT REDUCTION AMOUNT

SEC. 207. (a) Part C (as amended by section 206 of this joint resolution) is further
amended by adding at the end thereof the following new section:
"SEC. 259. DEFICIT REDUCTION AMOUNT.

"(a) IN GENERAL.-Except as otherwise provided in this section, the deficit reduc-
tion amount for a fiscal year is $36,000,000,000.

"(b) CBO REPORT.-
"(1) IN GENERAL.-By October 15 of each fiscal year (beginning with fiscal

year 1988), the Director of the Congressional Budget Office shall prepare and
transmit to the Committees on the Budget of the Senate and the House of Rep-
resentatives a report which analyzes all laws enacted during the fiscal year pre-
ceding such fiscal year in order to determine-"(A) whether such laws will result in an increase in the deficit for any

fiscal year succeeding the fiscal year in which the report is made; and
"(B) the total amount of such increase for each such succeeding fiscal

year.
"(2) RULES FOR PREPARATION OF REPORT.-In carrying out paragraph (1), the

Director of the Congressional Budget Office-
"(A) with respect to laws enacted in fiscal year 1987, shall only analyze

the impact on the deficit of laws enacted after the date of enactment of this
section; and

"(B) shall, for purposes of determining the deficit, use the baseline and
economic and technical assumptions used in the report of such Director re-
quired under section 202(f)(1) of the Congressional Budget Act of 1974.

"(c) SPECIAL RULE.-For purposes of section 258, the term 'deficit reduction
amount' means, with respect to any fiscal year, the amount equal to the sum of-"(1 ) $36,000,000,000; and

"(2) the sum of each of the amounts determined by the Director of the Con-
gressional Budget Office for such fiscal year under subsection (b) 1N B) in each of
the reports prepared under subsection Nb).".

(b) Section 3 of the Congressional Budget Act of 1974 is amended by adding at the
end thereof the following new paragraphs:

"(11) The term 'deficit reduction amount' has the meaning given to such term
by section 259 of the Balanced Budget and Emergency Deficit Control Act of
1985.

"(12) The term 'deficit reduction baseline' has the same meaning as in section
257(10) of such Act.".
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REVISION OF MAXIMUM DEFICIT AMOUNT

SEC. 208. (a) Section 3(7) of the Congressional Budget Act of 1974 is amended to
read as follows:

"(7) The term 'maximum deficit amount' means-
"(A) with respect to the fiscal year beginning October 1, 1987,

$150,000,000,000;
"(B) with respect to the fiscal year beginning October 1, 1988,

$130,000,000,000;
"(C) with respect to the fiscal year beginning October 1, 1989,

$85,000,000,000;
"(D) with respect to the fiscal year beginning October 1, 1990,

$45,000,000,000; and
"(E) with respect to the fiscal year beginning October 1, 1991, zero.".

(b) Section 254(aX2) is amended by adding at the end thereof the following new
subparagraph:

"(C) The joint resolution may also contain provisions revising the maxi-
mum deficit amount for one or more fiscal years.".

(c) Section 275(bXl) is amended by striking out "1991" and inserting in lieu there-
of "1992".

RULES FOR DETERMINATION OF AMOUNTS

SEC. 209. (a) Section 251 (as amended by the preceding sections of this-title)isfu'r-
ther amended by adding at the end thereof the following new subsections:

"(h) BUDGETARY RESOURCE-OUTLAY RATIOS.-
"(1) IN GENERAL.-

"(A) BASIC RULE.-Except as provided in paragraph (2) and in subpara-
graph (E), in preparing each report required under this section for a fiscal
year, the Director of the Office of Management and Budget, the Director of
the Congressional Budget Office, and the President shall calculate budget
outlays resulting from each item of budgetary resources (specified in sub-
clauses (I) through (VII) of subparagraph (FXi)) for an account in accordance
with this subsection, for purposes of-

"(i) determining under subsection (a) budget base levels of budget out-
lays for such fiscal year;

"(ii) determining the amount of budget outlays for such fiscal year
for defense programs to which subsections (aX3XEXii) and (d) apply; and

"(iii) determining the aniournt of budget outlays for such fiscal year
for non-defense programs to which subsection (aX3XFXiv) applies.

"(B) COMPUTATION RULES.-For purposes of subparagraph (A), in order to
determine the amount of budget outlays for a fiscal year resulting from an
item of budgetary resources for each account to which clause (i), (ii), or (iii)
of such subparagraph applies, the Director of the Office of Management
and Budget, the Director of the Congressional Budget Office, and the Presi-
dent shall make the following determinations:

"(i) The amount of such item of budgetary resources for such account
for such fiscal year shall be determined.

"(ii) The ratio described in subparagraph (C) shall be determined for
such item of budgetary resources for such account."iii) The amount of budget outlays resulting from such item of budg-
etary resources for such account for such fiscal year shall be equal to
the product of the amount determined under clause (i) of this subpara-
graph for such item of budgetary resources multiplied by the ratio de-
termined under clause (ii) of this subparagraph for such item of budget-
ary resources.

"(C) DETERMINATION OF RATIO.-For each item of budgetary resources for
each account, the ratio referred to in clause (ii) of such paragraph (B) shall
be equal to the quotient of-

"(i) the amount of budget outlays specified as the average of the
amounts of budget outlays proposed by each of the Directors for fiscal
year 1986 for such account in the first appendix of the report submitted
by the Directors under subsection (a) for fiscal year 1986 (as such report
was modified by the report of the Comptroller General under subsec-
tion (b) for such fiscal year and reaffirmed by H.J. Res. 672, as adopted
on July 17, 1986), except as provided by subparagraph (D) of this para-
graph, divided by
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"(ii) the amount for such item of budgetary resources specified as the
average of the amounts for such item proposed by each of the Directors
for fiscal year 1986 for such account in such appendix.

"(D) ACCOUNTS WITH MORE THAN ONE ITEM OF BUDGETARY RESOURCES.-In
any case in which, in the appendix described in subparagraph (CXi), there
is-

"(i) more than one item of budgetary resources for an account to
which clause (i), (ii), or (iii) of subparagraph (A) applies;

"(ii) or an excluded budgetary resource for such an account,
the amount of budget outlays for each such item of budgetary resources, for
purposes of subparagraph- (CXi), shall be the amount of budget outlays de-
termined by the Director of the Office of Management and Budget or the
Director of the Congressional Budget Office, as the case may be, that was
associated with such item of budgetary resources for fiscal year 1986 in the
preparation of such appendix.

"(E) EXCEPTION.-
"(i Subparagraph (A) shall not apply to the calculation of budget out-

lays resulting from an item of budgetary resources for an account if the
appendix described in clause (I) of subparagraph (C) does not specify the
amount of budget outlays described in such subparagraph or the
amount for an item of budgetary resources described in clause (ii) of
such subparagraph.

"(ii) In preparing the reports under subsection (a) for a fiscal year,
the Director of the Office of Management and Budget and the Director
of the Congressional Budget Office shall calculate the budget outlays
resulting from an item of budgetary resources described in clause (i) in
the same manner as the budget outlays resulting from such item were
calculated by such Director for purposes of determining the budget
base level of total outlays under subsection (aXIXA) for fiscal year 1986.

"(F) DEFINITION.-For purposes of this subsection-
"(i) the term 'item of budgetary resources' means--

"(I) budget authority;
"(II) spending authority (as defined in section 401(cX2) of the Con-

gressional Budget Act of 1974);
"(III) offsetting collection amounts for spending authority (as so

defined);
"(IV) direct loan limitations;
"(V) obligation limitations;
"(VI) unobligated balances for defense programs; and
"(VII) budget authority for programs subject to special sequestra-

tion rules; and
"(ii) the term 'excluded budgetary resource' means-

"(1) spending authority (as defined in section 401(cX2) of the Con-
gressional Budget Act of 1974) for automatic spending increases;

"(I) direct loan floors;
"(I11) guaranteed loan limitations;
"(IV) guaranteed loan floors;
"(V) unobligated balances for administrative expenses; and
"(VI) budget authority for automatic spending increases.

"(2) PROPOSAL OF ALTU RNATIVE RATIOS.-
"(A) IN GENERAL.-By June 20 of the calendar year in which a fiscal year

begins, the Directors may submit a joint report, or either Director may
submit a separate report, to the Temporary Joint Committee on Deficit Re-
duction established under section 274(f) which proposes, for one or more
items of budgetary resources, the use, for purposes of paragraph (1), of a
ratio for such fiscal year which is different than the ratio prescribed by sub-
paragraph (C) of such paragraph. The report shall include, for each such
item for which a different ratio is recommended, an explanation of the rea-
sons why the ratio prescribed by paragraph (1XC) is no longer adequate for
purposes of paragraph (1) and a justification for the ratio proposed for such
account.

"(B) REPORTING OF JOINT RESOLUTION.-By June 25, if the Directors have
submitted a joint report under subparagraph (A), or if either or both Direc-
tors have submitted a separate report under such subparagraph, the Tem-
porary Joint Committee may report to the Senate and the House of Repre-
sentatives a joint resolution that affirms all or part of the contents of the
report or reports. The provisions relating to the consideration of joint reso-
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lutions under section 254(aX4) shall apply to the consideration of a joint res-
olution reported pursuant to this subparagraph, except that debate in each
House shall be limited to two hours.

"(C) EFFECT OF JOINT RESOLUTION.-Upon the enactment of a joint resolu-
tion under subparagraph (B) that affirms a ratio with respect to an item of
budgetary resources, the Director of the Office of Management and Budget,
the Director of the Congressional Budget Office, and the President shall
each, in preparing each report required to be submitted under this section
on or after the date of the enactment of the joint resolution (and before the
date of the enactment of a subsequent joint resolution under such subpara-
graph affirming a different ratio with respect to that item), use the ratio
affirmed with respect to that item by the joint resolution. _

"(i) FEDERAL REGULATIONS.-Except as provided in subsection (aX6)(DXii), in pre-
paring each report required under this section for a fiscal year, the Director of the
Office of Management and Budget, the Director of the Congressional Budget Office,
shall assume that only regulations which have been promulgated as final regula-
tions by June 30 of the calendar year in which the fiscal year begins shall be in
effect during such fiscal year."(j) ASSET SALES.-

"(1) AssUMPTIONS.-In preparing each report required under this part for a
fiscal year, the Director of the Office of Management and Budget and the Direc-
tor of the Congressional Budget Office shall assume that the sale of an asset by
the Federal Government will occur during such fiscal year only if (A) receipts
from such sale are assumed by the Director of the Congressional Budget Office
in the baseline estimate of the deficit in the report of such Director described in
section 258(c)(2), but only to the extent such sale will take place in the fiscal
year in which such sale is assumed to take place in such report, (B) receipts
from such sale are required by a provision of law enacted on or before the date
of enactment of the Balanced Budget and Emergency Deficit Reaffirmation Act
of 1987, but only to the extent such sale will take place in the fiscal year in
which such sale is assumed to take place in the report described in clause (A),
or (C) such savings are the result of reconciliation savings assumed in the joint
explanatory statement of the managers of the committee of conference on
House Concurrent Resolution 93 (100th Congress, 1st Session, approved June 24,
1987).

"(2) RECEIPT ASSUMPTIONS.-In preparing the report required under section
258 for a fiscal year, the Director of the Congressional Budget Office shall not
take into account, as revenues, receipts, or negative outlays, or in any other
manner, any amounts to be realized during such fiscal year from the sale of any
asset (whether tangible or intangible) of the United States Government unless
(A) the receipts from such sale are assumed by the Director of the Congressional
Budget Office in the baseline estimate of the deficit in the report of such Direc-
tor described in section 258(c)2), but only to the extent such sale will take place
in the fiscal year in which such sale is assumed to take place in such report, (B)
the receipts from such sale are required by a provision of law enacted on or
before the date of enactment of the Balanced Budget and Emergency Deficit Re-
affirmation Act of 1987, but only to the extent such sale will take place in the
fiscal year in which such sale is assumed to take place in the report described
in clause (A), or (C) such savings are the result of reconciliation savings as-
sumed in the joint explanatory statement of the managers of the committee of
conference on House Concurrent Resolution 93 (100th Congress, 1st Session, ap-
proved June 24, 1987).

"(k) PAY INCREASES.-
"(1) IN GENERAL.-In preparing each report required under this section for a

fiscal year, the Director of the Office of Management and Budget and the Direc-
tor of the Congressional Budget Office, shall-

"(A) include amounts of budgetary resources and budget outlays neces-
sary to pay for any Federal pay adjustments for statutory pay systems if
such adjustments have been recommended by the President or, notwith-
standing subsection (aX6XDXi), have been enacted by law;

"(B) include amounts of budgetary resources and budget outlays neces-
sary to pay for any pay adjustments for elements of military pay if such
adjustments occur pursuant to law or are specifically enacted by law; and

"(C) assume that the percentage of the amounts of budgetary resources
and budget outlays necessary to pay for such adjustments that will be ab-
sorbed by all Federal agencies will not exceed the average (for the three
most recently completed pay adjustment absorption fiscal years) of the per-
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centages of such amounts absorbed by Federal agencies for such fiscal
years.

"(2) DETERMINATION OF AGENCIES ABSORBING PAY ADJUSTMENTS.-For purposes
of paragraph (1XC), a Federal agency shall be treated as having absorbed a per-
centage of pay adjustment for a fiscal year only if-

"(A) a pay adjustment becomes effective with respect to the agency in
such fiscal year, and

"(B) a bill or joint resolution making supplemental appropriations for pay
(including, in the case of members of the uniformed services, elements of
military pay) was enacted with respect to the agency for such fiscal year.

"(3) DEFINITIONS.-For purposes of this paragraph-
"(A) the term 'budgetary resources' includes any of the types of budget-

ary resources described in clauses (i) and ii) of subsection (iX 1 XF);
"(B) the term 'pay adjustment absorption fiscal year' means a fiscal year

in which-
"i a pay adjustment becomes effective with respect to any Federal

agency, and"(ii) a bill or joint resolution making supplemental appropriations for
pay (including, in the case of members of the uniformed services, ele-
ments of military pay) for such fiscal year is enacted for any Federal
agency with respect to which such an adjustment becomes effective;

"(C) the term 'statutory pay system' has the same meaning as in section
256(gX2XA); and"(D) the term 'elements of military pay' has the same meaning as in sec-
tion 256(g)(2XB).

"(1) FARM DEFICIENCY PAYMENTS.-
"(1) Except as provided in paragraph (2), in preparing each report required

under this section for a fiscal year, the Director of the Office of Management
and Budget and the Director of the Congressional Budget Office shall assume
that advance deficiency payments will be made available to producers who
agree to participate in an acreage limitation or set-aside program for the crop
year relating to such fiscal year based on an amount under section
107C(aX2XFXiii) (7 U.S.C. 1445b-2(aX2)(FXiii)) of-

"(A) in the case of wheat and feed grains, 40 percent of the projected pay-
ment rate, as determined by the Secretary of Agriculture; and

"(B) in the case of upland cotton and rice, 30 percent of the projected pay-
ment rate, as determined by such Secretary.

"(2) Paragraph (1) shall not apply to the preparation of a report for a fiscal
year, if as of the date on which the report is required to be prepared, legislation
has been enacted that-

"(AXi) limits or prohibits the making of advance deficiency payments for
the crop year relating to the fiscal year involved, or

"(ii) alters the amounts on which such payments are based, and
"(B) specifically waives the application of such paragraph to reports for

the fiscal year involved.".
(b) Section 251(aX6XA) is amended-

(1) by inserting "(i)" after "(A)",
(2) by striking the semicolon at the end thereof and inserting in lieu thereof

", and", and
(3) by adding at the end thereof the following:

"(ii) assuming, in the case of entitlements subject to annual appro-
priations, and in the case of the program established by the Food
Stamp Act of 1977, the continuation of the current law governing the
terms and conditions of such entitlements and such program (and as-
suming the continuation of only those provisions of appropriation Acts
that impose or modify, for a period of more than one fiscal year, the
terms and conditions of such an entitlement or such program).".

REPORT BY COMPTROLLER GENERAL

SEC. 210. Section 253 is amended to read as follows:
"SEC. 253. COMPLIANCE REPORT BY COMPTROLLER GENERAL.

"On or before November 15 of each fiscal year, the Comptroller General shall
submit to the Congress and the President a report on-

"(1) the extent to which the President's order issued under section 252 for
such fiscal year complies with all of the requirements contained in this part,
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either certifying that the order fully and accurately complies with such require-
ments or indicating the respects in which it does not;

"(2) the extent to which the report of the Director of the Office of Manage-
ment and Budget under section 251(b) for such fiscal year complies with all of
the requirements contained in this part, either certifying that the order fully
and accurately complies with such requirements or indicating the respects in
which it does not; and

"(3) any recommendations of the Comptroller General for improving the pro-
cedures set forth in this part.".

PENALTIES UNDER STATUTE

SEC. 211. If the President fails to implement an order in compliance with section
252 notwithstanding a failure to prevent of such order under section 258, officers or
employees of the United States Government who thereafter make or authorize ex-
penditures or obligations shall be liable to the extent provided in sections 1341,
1350, 1517, and 1519 of title 31, United States Code. Nothing in this section shall be
construed as limiting the manner in which any other statutes apply to such activity.

MISCELLANEOUS

SEC. 212. (a) Section 255(g)(1) is amended-
(1) by inserting after the item relating to Health professions graduate student

loan insurance fund the following new item:
"Higher education facilities loans and insurance (91-0240-0-1-502);"

(2) by inserting after the item relating to Intragovernmental funds the follow-
ing new items:

"Medical facilities guarantee and loan fund (75-4430-0-3-551);
"Panama Canal Commission (95-5190-0-2-403);"; and

(3) by inserting after the item relating to the Tennessee Valley Authority
fund the following new item:

"Washington Metropolitan Area Transit Authority, Interest payments
(46-0300-0-1-401);".

(b) Section 274(f) is amended-
(1) in paragraph (1) by inserting "on or after the date of the enactment of the

Balanced Budget and Emergency Deficit Control Reaffirmation Act of 1987"
after "invalidated"; and

(2) in paragraph (2)-
(A) by striking out "Upon the invalidation of any such procedure there"

in the first sentence and inserting in lieu thereof "There";
(B) by striking out "and" before "to report" in the third sentence and in-

serting in lieu thereof a comma; and
(C) by inserting before the period in the third sentence a comma and"and to carry out the functions specified in subsections (h) and (i) of section

251"

APPLICABILITY

SEC. 213. The amendments made by this title shall apply with respect to any
report required to be submitted, and any order issued, under part C of the Balanced
Budget and Emergency Deficit Control Act of 1985 after the date of enactment of
this joint resolution.

SUBMISSION OF PRESIDENT'S BUDGET

SEC. 214. (a) Section 1105(a) of title 31, United States Code, is amended by striking
out "first Monday after January 3 of each year (or on or before February 5 in 1986)"
and inserting in lieu thereof "first Monday after January 17 of each year".

(b) Section 300 of the Congressional Budget Act of 1974 is amended by striking out
"First Monday after January 3" and inserting in lieu thereof "first Monday after
January 17".

(c) Section 1109(a) of title 31, United States Code, is amended-
(1) by striking out all beginning with "On or before" through "in 1986)" and

inserting in lieu thereof "Concurrently with each budget submitted pursuant to
section 1105(a)", and

(2) by striking out "the budget for the following fiscal year" and inserting in
lieu thereof "such budget".
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PART B-BurDGE PROCESS REFORMS

REFERENCE

SEC. 221. Except as otherwise specifically provided, whenever in this part an
amendment is expressed in terms of an amendment to a section or other provision,
the reference shall be considered to be a reference to a section or other provision of
the Congressional Budget and Impoundment Control Act of 1974.

REPEAL OF EXCEPTIONS TO SECTION 311 POINTS OF ORDER

SEC. 222. Section 311 is amended-
(1) in subsection (a) by striking out ", in the Senate,"; and
(2) by striking out subsection (b) and redesignating subsection (c) as subsection

(b).

PROHIBITION OF COUNTING AS SAVINGS THE SHIFT OF GOVERNMENT PAYMENTS FROM
ONE YEAR TO ANOTHER

SEC. 223. (a) For purposes of titles III and IV of the Congressional Budget and Im-
poundment Control Act of 1974 and the Balanced Budget and Emergency Deficit
Control Act of 1985, where United States Government payments are shifted from
one fiscal year to an adjacent fiscal year, that shift shall not be treated as causing a
reduction in outlays for the fiscal year from which such payments are shifted except
to the extent that such shift reduced the aggregate cost of such payments for the
two fiscal years by more than 10 percent of such aggregate cost. For purposes of this
section, payments shall be considered to have been shifted when action by the exec-
utive branch or a proposed or enacted provision of law causes such payments to be
made in a different fiscal year and such change in the year of payment is not a
necessary but secondary result of a significant policy change also resulting from
such action or provision.

(b) For purposes of this section, the level of outlays and the aggregate cost of pay-
ments for a fiscal year shall be determined on the basis of estimates made by the
Committee on the Budget of the House of Representatives or the Senate, as the case
may be.

FINANCIAL MANAGEMENT REFORM

SEC. 224. It is the sense of the Congress that the Congress shall adopt, as part of
reconciliation legislation required pursuant to the concurrent resolution on the
budget for fiscal year 1988, legislation to reform the financial management of the
United States Government.

EXTENSION OF STATE AND LOCAL COST ESTIMATES

SEC. 225. The State and Local Government Cost Estimate Act of 1981 is amended
by striking out section 4.

EXTRANEOUS PROVISIONS

SEC. 226. (a) Section 20001 of the Consolidated Omnibus Budget Reconciliation
Act, as amended by section 7006 of the Omnibus Budget Reconciliation Act of 1986,
is amended in subsection (c) by striking out "until January 2, 1988" and inserting in
lieu thereof "September 30, 1992".

(b) Subsection (dXl(lA) of such section is amended by inserting before the period at
the end thereof "and, (E) a provision shall be considered to be extraneous if it in-
creases, or would increase, net outlays or if it decreases, or would decrease, revenues
during a fiscal year after the fiscal years covered by such reconciliation bill or rec-
onciliation resolution, and such increases or decreases are greater than outlay re-
ductions or revenue increases, respectively, resulting from other provisions in such
title in such year".

(c) Nothing in the amendment made by subsection (a) shall be construed as limit-
ing the manner in which S. Res. 286 (99th Congress, Ist session), as amended by S.
Res. 509 (99th Congress, 2d session), shall apply to reconciliation bills and reconcilia-
tion resolutions considered on or after the date of the enactment of this joint resolu-
tion.

CCDIFICATION OF LAW REGARDING DEFERRAL AUTHORITY

SEC. 227. (a) Section .1013 is amended to read as follows:
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"PROPOSED DEFERRALS OF BUDGET AUTHORITY

"SEC. 1013. (a) TRANSMITTAL OF SPECIAL MEssAGE.-Whenever the President, the
Director of the Office of Management and Budget, the head of any department or
agency of the United States, or any officer or employee of the United States pro-
poses to defer any budget authority provided for a specific purpose or project, the
President shall transmit to the House of Representatives and the Senate a special
message specifying-

"(1) the amount of the budget authority proposed to be deferred;
"(2) any account, department, or establishment of the Government to which

such budget authority is available for obligation, and the specific projects or
governmental functions involved;

"(3) the period of time during which the budget authority is proposed to be
deferred;

"(4) the reasons for the proposed deferral, including any legal authority in-
voked by him to justify the proposed deferral;

"(5) to the maximum extent practicable, the estimated fiscal, economic, and
budgetary effect of the proposed deferral; and

"(6) all facts, circumstances, and considerations relating to or bearing upon
the proposed deferral and the decision to effect the proposed deferral, including
an analysis of such facts, circumstances, and considerations in terms of their
application to any legal authority, including specific elements of legal authority,
invoked by him to justify such proposed deferral, and to the maximum extent
practicable, the estimated effect of the proposed deferral upon the objects, pur-
poses, and programs for which the budget authority is provided.

A special message may include one or more proposed deferrals of budget authority.
A deferral may not be proposed for any period of time extending beyond the end of
the fiscal year in which the special message proposing the deferral is transmitted to
the House and the Senate.

"(b) CONSISTENCY WITH LEGISLATIVE PoLIcY.-Deferrals shall be permissibleonly- "(1) to provide for contingencies;
"(2) to achieve savings made possible by or through changes in requirements

or greater efficiency of operations; or
"(3) as specifically provided by law.

No officer or employee of the United States may defer any budget authority for any
other purpose.

"(c) ExCEPrION.-The provisions of this section do not apply to any budget author-
ity proposed to be rescinded or that is to be reserved as set forth in a special mes-
sage required to be transmitted under section 1012.".

(b) Sections 1015 and 1016 are reaffirmed.

CLARIFICATION OF CONGRESSIONAL INTENT REGARDING RESCISSION AUTHORITY

SEC. 228. Section 1012(b) is amended by adding at the end thereof "If the Congress
has failed to complete action on the rescission bill within the prescribed 45-day
p.rjod the President may not within one year transmit a special message under
this section regarding substantially the same budget authority upon which the Con-
gress has so failed to complete action.".

ECONOMIC AND TECHNICAL ASSUMPTIONS

SEC. 229. (a) Section 301(g) is amended to read as follows:"(gi ECONOMIC ASSUMPTIONS.-
"(1) It shall not be in order in the Senate to consider any concurrent resolu-

tion on the budget for a fiscal year, or any amendment thereto, or any confer-
ence report thereon, that sets forth amounts and levels that are determined on
the basis of more than one set of economic and technical assumptions.

"(2) The joint explanatory statement accompanying a conference report on a
concurrent resolution on the budget shall set forth the common economic as-
sumptions upon which such joint statement and conference report are based, or
upon which any amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagreement, is based.

"(3) Subject to periodic reestimation based-on changed economic conditions,
determinations under titles III and IV of the Congressional Budget Act of 1974
shall be based upon such common economic and technical assumptions.

(b) Section 304 of the Congressional Budget Act of 1974 is amended by inserting at
the end thereof the following:
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"(c) ECONOMIC AssuMp'rloNs.-The provisions of section 301(g) shall apply with re-
spect to concurrent resolutions on the budget under this section (and amendments
thereto and conference reports thereon) in the same way they apply to concurrent
resolutions on the budget under such section 301(g) (and amendments thereto and
conference reports thereon).".

CLARIFICATION OF CONGRESSIONAL INTENT REGARDING TIME LIMITS FOR CONFERENCE
REPORTS ON CONCURRENT RESOLUTIONS ON THE BUDGET

SEC. 230. Section 305(cX2) of the Congressional Budget Act of 1974 is amended by-
inserting "and all amendments in disagreement, and all amendments thereto, and
debatable motions and appeals in connection therewith" after "budget,".
SEC. 231. APPEALS OF CERTAIN RULINGS IN TIHE SENATE.

(a) IN GENERAL.-
(1) section 271 of the Balanced Budget and Emergency Deficit Control Act of

1985 is amended by adding at the end thereof the following new subsection:
"(d) APPEALS OF RULINGS.-An affirmative vote of three-fifths of the Members of

the Senate, duly chosen and sworn, shall be required in the Senate to sustain an
appeal of the ruling of the Chair on a point of order raised under section 301(i),
302(0, 304(b), 306, 310(d), 310(g), or 311(a) of the Congressional Budget Act of 1974.".

(2) Section 275(bX2)(D) of such Act is amended by striking out "section 271(b)"
and inserting in lieu thereof "subsections (b) and (d) of section 271".

SEC. 232. The amendments made by this part are enacted by the Congress--
(1) as an exercise of the rulemaking power of the House of Representatives

and the Senate, respectively, and as such they shall be considered as part of the
rules of each House, respectively, or of that House to which they specifically
apply, and such rules shall supersede other rules only to the extent that they
are inconsistent therewith; and

(2) with full recognition of the constitutional right of either House to change
such rules (so far as relating to such House) at any time, in the same manner
and to the same extent as in the case of any other rule of such House.

Gramm (and others) Amendment No. 631
Mr. Domenici (for Mr. Gramm, for himself, Mr. Domenici, and

Mr. Rudman) proposed an amendment to the joint resolution
House Joint Resolution 324, supra; as follows:

Strike out the period at the end of page 1, line 6, and insert:

TITLE I1-BUDGET AND FISCAL PROCEDURES

SHORT TITLE; REFERENCES IN ACT

SEC. 201. (a) This title may be cited as the "Balanced Budget and Emergency Defi-
cit Control Reaffirmation Act of 1987".

(b) Except as otherwise specifically provided, whenever in this title an amendment
is expressed in terms of an amendment to a section or other provision, the reference
hall be considered to be a reference to a section or other provision of the Balanced
Budget and Emergency Deficit Control Act of 1985.

SEQUESTRATION PROCEDURES

SEC. 202. (aX 1) Section 251(b) is amended to read as follows:
"(b) REPORTS BY THE COMPTROLLER GENERAL AND THE DIRECTOR OF OMB.-

"(1) REPORT TO THE DIRECTOR OF OMB AND THE CONGRESS BY THE COMPTROLLER
GENERAL.-

"(A) REPORT TO BE BASED ON OMB-CBO REPORT.-The Comptroller General
shall review and consider the report issued under subsection (a) by the Di-
rectors for the fiscal year and, with due regard for the data, assumptions,
and methodologies used in reaching the conclusions set forth therein, shall
issue a report to the Director of the Office of Management and Budget and
the Congress on August 25 of the calendar year in which such fiscal year
begins, estimating the budget base levels of total revenues and total budget
outlays for such fiscal year, identifying the amount of any deficit excess for
such fiscal year, stating whether such deficit excess will be greater than
$10,000,000,000 (zero in the case of fiscal year 1992), specifying the estimat-
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ed rate of real economic growth for such fiscal year, for each quarter of
such fiscal year, and for each of the last two quarters of the preceding fiscal
year, indicating whether the estimate includes two or more consecutive
quarters of negative economic growth, and specifying (if the excess is great-
er than $10,000,000,000, or zero in the case of fiscal year 1992) the percent-
ages by which defense and non-defense accounts must be reduced during
such fiscal year in order to eliminate such deficit excess. Such report shall
be based on the estimates, determinations, and specifications contained in
the report submitted by the Directors under subsection (a) and shall utilize
the budget base, criteria, and guidelines set forth in subsection (a06) and in
sections 255, 256, and 257.

"(B) CONTENTS OF REPORT.-The report of the Comptroller General under
this paragraph shall contain such views as the Comptroller General consid-
ers appropriate concerning the estimates, determinations, and specifications
contained in the report submitted by the Directors under subsection (a).
The report of the Comptroller General shall explain fully any differences
between the contents of such report and the report of the Directors under
subsection (a).

"(2) REPORT TO PRESIDENT AND CONGRESS BY THE DIRECTOR OF OMB.-
"(A) REPORT TO BE BASED ON GAO REPORT.-The Director of the Office of

Management and Budget shall review and consider the report issued by the
Comptroller General under paragraph (1) of this subsection for the fiscal
year and, with due regard for the data, assumptions, and methodologies
used in reaching the conclusions set forth therein, shall issue a report to
the President and the Congress on September 1 of the calendar year in
which such fiscal year begins, estimating the budget base levels of total rev-
enues and total budget outlays for such fiscal year, identifying the amount
of any deficit excess for such fiscal year, stating whether such deficit excess
will be greater than $10,000,000,000 (zero in the case of fiscal year 1992),
specifying the estimated rate of real economic growth for such fiscal year,
for each quarter of such fiscal year, and for each of the last two quarters of
the preceding fiscal year, indicating whether the estimate includes two or
more consecutive quarters of negative economic growth, and specifying (if
the excess is greater than $10,000,000,000, or zero in the case of fiscal year
1992), by account, for non-defense programs, and by account and programs,
projects, and activities within each account, for defense programs, the base
from which reductions are taken and the amounts and percentages by
which such accounts must be reduced during such fiscal year in order to
eliminate such deficit excess. Such report shall be based on the estimates,
determinations, and specifications, and views of the Comptroller General
under paragraph (1) and shall utilize the budget base, criteria, and guide-
lines set forth in subsection (aX6) and in sections 255, 256, and 257.

"(B) CONTENTS OF REPORT.-The report of the Director of the Office of
Management and Budget under this paragraph shall-

"(i) provide for the determination of reductions in the manner speci-
fied in subsection (aX3);

"(ii) contain estimates, determinations, and specifications for all of
the items contained in the report submitted by the Directors under sub-
section (a); and

"(Iii) state whether the estimates, determinations, and specifications
contained therein are consistent with the views contained in the report
of the Comptroller General under paragraph (1XB), and, if not, shall
justify the reasons for any deviation..

(2) Section 251(c) is amended-
(A) by striking out "President" in subparagraph (A) of paragraph (2) and in-

serting in lieu thereof "Director of the Office of Management and Budget";
(B) by striking out "subsection (b)" in such subparagraph and inserting in lieu

thereof"subsection (bM(1)"; and
(C) by adding at the end of such subparagraph the following new sentence:

"Such report shall be based upon the same economic and technical assumptions,
employ the same methodologies, and utilize the same definition of the budget
base and the same criteria and guidelines as the report submitted by the Comp-
troller General under subsection (bXW) (except that subdivision (II) of subsection
(aX6XDXi) shall not apply)."; and

(D) by striking out subparagraph (B) of paragraph (2) and inserting in lieu
thereof the following new subparagraph:

51-721 0 - 93 - 4
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"(B) The report of the Comptroller General under this paragraph shall
revise (to the extent necessary) the views contained in the report submitted
pursuant to subsection (bX1)I B)."; and

(E) by adding at the end thereof the following new paragraph:
"(3) REPORT BY THE DIRECTOR OF OMB.-

"(A) On October 15 of the fiscal year, the Director of the Office of Man-
agement and Budget shall submit to the President and the Congress a
report revising the report submitted by the Director of the Office of Man-
agement and Budget under subsection (bX2), adjusting the estimates, deter-
minations, and specifications contained in that report to the extent neces-
sary in the light of the revised report -ubmitted to the Director of the
Office of Management and Budget by the Comptroller General under para-
graph (2) of this subsection.

"(B) The revised report of the Director of the Office of Management and
Budget under this paragraph shall provide for the determination of reduc-
tions as specified in subsection (a03), shall contain all of the estimates, de-
terminations, and specifications required (in the case of the report submit-
ted under subsection (bX2)) pursuant to subsection (bX2XBXiP and shall jus-
tify any deviation between the revised report of the Director under this
paragraph and the report of the Comptroller General under paragraph (2).

"(C) The revised report of the Director under this paragraph shall contain
estimates, determinations, and specifications for all of the items contained
in the initial report and shall be based on the same economic and technical
assumptions, employ the same methodologies, and utilize the same defini-
tion of the budget base and the same criteria and guidelines as those used
in the report submitted by the Director under subsection (bW2) (except that
subdivision (II) of subsection (aX6XDXi) shall not apply), and shall provide
for the determination of reductions in the manner specified in subsection
(aX3).

"(D) The revised report of the Director under this paragraph for a fiscal
year shall not contain, with respect to any item, an amount of budget au-
thority, outlays, spending authority (as defined in section 401(cX2) of the
Congressional Budget Act of 1974), revenues, obligation limitation, obligated
balances, unobligated balances, loan guarantee commitments, or direct loan
obligations, which is different than the amount of budget authority, out-
lays, spending authority (as so defined), revenues, obligation limitation, ob-
ligated balances, unobligated balances, loan guarantee commitments, or
direct loan obligations specified for such item in the report of the Director
under subsection (bX2) For such fiscal year unless, after the Director sub-
mits the report required under such subsection (bX2)-

"(i) legislation is enacted,
"(ii) a final regulation is promulgated, or
"(iii) a notice of a sale of assets is published in accordance with sub-

section (1),
which requires a change in the estimate of such budget authority, outlays,
spending authority (as so defined), revenues, obligation limitation, obligated
balances, unobligated balances, loan guarantee commitments, or direct loan
obligations for such item.".

(3XA) Section 251(e) is amended by striking out "Directors or the Comptroller
General" and inserting in lieu thereof "Directors, the Comptroller General, or the
Director of the Office of Management and Budget".

(B) Section 251(f) is amended by striking out "subsections (b) and (c02)" and insert-
ing in lieu thereof "subsections (bXW) and (c)(2), and the reports of the Director of
the Office of Management and Budget submitted to the Congress under subsections
(bX2) and (c03),".

(bXW) Section 252(a) is amended-
(A) by striking out "Comptroller General" the first place it appears in para-

graph (1) and inserting in lieu thereof "Director of the Office of Management
and Budget";

(B) by striking out "section 251(b)" each place it appears in paragraphs (1)
and (3) and inserting in lieu thereof "section 251(bX2)";

(C) by striking out "September 1" in paragraph (1) and inserting in lieu there-
of "September 3"; and

(D) by striking out "COMPTROLLER GENERAL'S" in the heading for paragraph
(3) and inserting in lieu thereof "DIRECTOR'S".

(2) Section 252(b) is amended-
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(A) by striking out "Comptroller General" each place it appears and inserting
in lieu thereof "Director of the Office of Management and Budget" ;

(B) by striking out "section 251(b)" each place it appears and inserting in lieu
thereof "section 251(bX2)";

(C) by striking out "section 251(cX2)" each place it appears and inserting in
lieu thereof "section 251(cX3)"; and

(D) by striking out "October 15" in paragraph (1) and inserting in lieu thereof
"October 17".

(cW1) Section 251(d) is amended by striking out paragraph (3).
(2) The last sentence of-section 251(cX1) is amended by striking out "and author-

ized under subsection (dX3XDXi)".
(3) Section 256(602) is amended by striking out ", in accordance with section

251(dX3),".
(dx1) Section 254(bXlXA) is amended by striking out "Comptroller General under

section 251(cX2)" and inserting in lieu thereof "Director of the Office of Manage-
ment and Budget under section 251(cX3)".

(2) Section 274(05) is amended by striking out "section 251 (b) or (cX2)" and in-
serting in lieu thereof "section 251 (bX2) or (cX3)".

(3) Section 274(h) is amended-
(A) by striking out "Comptroller General" the first place it appears and in-

serting in lieu thereof "Director of the Office of Management and Budget"; and
(B) by striking out "Comptroller General under section 251 (b) or (cX2)" and

inserting in lieu thereof "Director of the Office of Management and Budget
under section 251 (bX2) or (cX3)".

(eX1) Section 251 is amended by adding at the end thereof the following new sub-
sections:

"(h) ECONOMIC ASSUMPTIONS.-
"(1) REPORTS BY THE DIRECTORS AND THE COMPTROLLER GENERAL.-By Septem-

ber 9 (in the case of fiscal year 1988) or by July 25 of the calendar year in which
a fiscal year begins (in the case of fiscal years 1989-92), the Director of the
Office of Management and Budget, the Director of the Congressional Budget
Office, and the Comptroller General shall each submit to the Temporary Joint
Committee on Deficit Reduction established by section 274 a report proposing
economic assumptions (for each of the items specified in paragraph (5)) for use
by the Directors and the Comptroller General in preparing each report required
by subsections (a), (b), and (c) for such fiscal year.

"(2) REPORTING OF JOINT RESOLUTION.-The Temporary Joint Committee on
Deficit Reduction established under section 274 may, at any time before Sep-
tember 15 of the calendar year in which a fiscal year begins, report to the
Senate and the House of Representatives a joint resolution for such fiscal year
which-

"(A) specifies, for one or more economic assumptions, the amount (within
the range of the amounts proposed for each such economic assumption by
the Director of the Office of Management and Budget, the Director of the
Congressional Budget Office, and the Comptroller General in the reports re-
quired under paragraph (1)) for such economic assumption for such fiscal
year;

"(B) directs the Directors and the Comptroller General to use the amount
specified in such joint resolution for each such economic assumption in pre-
paring each report required under subsections (a), (b), and (c) for such fiscal
year; and

"(C) directs the President to modify the most recent order (if any) issued
under section 252 for such fiscal year in a manner which implements the
amount specified in such joint resolution for each such economic assump-
tion.

"(3) PROCEDURES.-The provisions relating to the consideration of joint resolu-
tions under section 254(aX4) shall apply to the consideration of a joint resolution
reported pursuant to paragraph (2), except that debate in each House shall be
limited to two hours.

"(4) ACTION IF ECONOMIC ASSUMPTION IS NOT SPECIFIED BY JOINT RESOLUTION.-
In any case in which a joint resolution is not enacted under this subsection
specifying an amount for an economic assumption for a fiscal year, the Director
of the Office of Management and Budget, the Director of the Congressional
Budget Office, and the Comptroller General shall, in preparing the reports re-
quired by subsections (a), (b), and (c) for such fiscal year, use the amount for
such economic assumption proposed by such Director or Comptroller General in
the report required under paragraph (1) for such fiscal year.
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"(5) SPECIFIED ITEMS.-The items specified in this paragraph are:
"The average level of the nominal gross national product.
"The average level of the real gross national product.
"The average level of the gross national product deflator index.
"The average level of the CPI-U index.
"The average level of the CPI-W index.
"The average level of the civilian unemployment rate.
"The average level of the three-month Treasury bill rate.
"The average level of the ten-year government bond rate.
"The average level of corporate profits (economic).
"The average level of wage and salary disbursements.
"The average level of other taxable income.
"The average level of the capital consumption adustment.
"The average level of the inventory valuation adjustment.
"The average level of refiners' acquisition cost for oil.
"The average level of merchandise imports.

"(6) DEFINITION.-For purposes of this subsection, the term 'range of amounts'
means, with respect to an- economic assumption, any of the amounts for such
economic assumption which is-

"(A) not less than the lesser of the amounts proposed for such economic
assumption by either Director or by the Comptroller General in the reports
required by paragraph (1) for a fiscal year; or

"(B) not more than the higher of the amounts proposed for such economic
assumption used by either Director or the Comptroller General in such re-
ports.

"(i) BUDGETARY RESOURCE-OUTLAY RATIOS.-
"(1) IN GENERAL.-

"(A) BASIC RULE.-Except as provided in paragraph (2) and in subpara-
graph (E), in preparing each report required under this section for a fiscal
year, the Director of the Office of Management and Budget, the Director of
the Congressional Budget Office, and the Comptroller General shall calcu-
late budget outlays resulting from each item of budgetary resources (speci-
fied in subclauses (I) through (VII) of subparagraph (FXi)) for an account in
accordance with this subsection, for purposes of-

"(i) determining under subsection (a) budget base levels of budget out-
lays for such fiscal year;

"(ii) determining the amount of budget outlays for such fiscal year
for defense programs to which subsections (aX3XEXii) and (d) apply; and

"(iii) determining the amount of budget outlays for such fiscal year
for non-defense programs to which subsection (aX3XFXiv) applies.

"(B) COMPUTATION RULES.-For purposes of subparagraph (A), in order to
determine the amount of budget outlays for a fiscal year resulting from an
item of budgetary resources for each account to which clause (i), (ii), or (iii)
of such subparagraph applies, the Director of the Office of Management
and Budget, the Director of the Congressional Budget Office, and the Comp-
troller General shall make the following determinations:

"(i) The amount of such item of budgetary resources for such account
for such fiscal year shall be determined.

S"(ii) The ratio described in subparagraph (C) shall be determined for
such item of budgetary resources for such account.

"(iii) The amount of budget outlays resulting from such item-0f budg-
etary resources for such account for such fiscal year shall be equal to
the product of the amount determined under clause (i) of this subpara-
graph for such item of budgetary resources multiplied by the ratio de-
termined under clause (ii) of this subparagraph\ for such item of budget-
ary resources."(C) DETERMINATION OF RATIO.-For each item of budgetary resources for

each account, the ratio referred to in clause (ii) of subparagraph (B) shall be
equal to the quotient of-

"(i) the amount of budget outlays specified as the average of the
amounts of budget outlays proposed by each of the Directors for fiscal
year 1987 for such account in the first appendix of the report submitted
b•ythe Directors under subsection (a) for fiscal year 1987, except as pro-
vided by subparagraph (D) of this paragraph, divided by

"(ii) the amount for such item of budgetary resources specified as the
average of the amounts for such item proposed by each of the Directors
for fiscal year 1987 for such account in such appendix.
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"(D) ACCOUNTS WITH MORE THAN ONE ITEM OF BUDGETARY RESOURCEs.-In
any case in which, In the appendix described in subparagraph (CXi), there
is--

"(I) more than one item of budgetary resources for an account to
which clause (I), (ii), or (iii) of subparagraph (A) applies;

"(6i) or an excluded budgetary resource for such an account,
the amount of budget outlays for each such item of budgetary resources, for
purposes of subparagraph (C)(i), shall be the amount of budget outlays de-
termined by the Director of the Office of Management and Budget, the Di-
rector of the Congressional Budget Office, or the Comptroller General, as
the case may be, that was associated with such item of budgetary resources
for fiscal year 1987 in the preparation of such appendix.

"(E) ExCEPTION.-
"(I) Subparagraph (A) shall not apply to the calculation of budget out-

lays resulting from an item of budgetary resources for an account if the
appendix described in clause (I) of subparagraph (C) does not specify the
amount of budget outlays described in such subparagraph or the
amount for an item of budgetary resources described in clause (ii) of
such subparagraph."(ii) In preparing the reports under subsections (a) and (cX1) for a
fiscal year, the Director of the Office of Management and Budget and
the Director of the Congressional Budget Office shall calculate the
budget outlays resulting from an item of budgetary resources described
in clause (i) in the same manner as the budget outlays resulting from
such item were calculated by such Director for purposes of determining
the budget base level of total outlays under subsection (aX1XA) for
fiscal year 1987.

"(F) DEFINITION.-For purposes of this subsection-
"(i) the term 'item of budgetary resources means-

"(I) budget authority;
"(II) spending authority (as defined in section 401(cX2) of the Con-

gressional Budget Act of 1974);
"(III) offsetting collection amounts for spending authority (as so

defined);
"(IV) direct loan limitations;
"(V) obligation limitations;
"(VI) unobligated balances for defense programs; and
"(VII) budget authority for programs subject to special sequestra-

tion rules; and
"(ii) the term 'excluded budgetary resource' means-

"(I) spending authority (as defined in section 401(c)(2) of the Con-
gressional Budget Act of 1974) for automatic spending increases;

"(II) direct loan floors;
"(III) guaranteed loan limitations;
"(IV) guaranteed loan floors;
"(V) unobligated balances for administrative expenses; and
"(VI) budget authority for automatic spending increases.

"(2) PROPOSAL OF ALTERNATIVE RATIOS.-
"(A) IN GENERAL.-By September 9 (in the case of fiscal year 1988 or by

June 20 of the calendar year in which a fiscal year begins (in the case of
fiscal years 1989-92), the Directors may submit a joint report to the Tempo-
rary Joint Committee on Deficit Reduction established under section 274(f)
which proposes, for one or more items of budgetary resources, the use, for
purposes of paragraph (1), of a ratio for such fiscal year which is different
than the ratio prescribed by subparagraph (C) of such paragraph. The
report shall include, for each such item for which a different ratio is recom-
mended, an explanation of the reasons why the ratio prescribed by para-
graph (1XC) is no longer adequate for purposes of paragraph (1) and a justi-
fication for the ratio proposed for such account.

"(B) REPORTING OF JOINT RESOLUTION.-Within 5 days after receiving a
report under subparagraph (A), the Temporary Joint Committee may report
to the Senate and the House of Representatives a joint resolution affirming
the report submitted under subparagraph (A). The provisions relating to
the consideration of joint resolutions under section 254(aX4) shall apply to
the consideration of a joint resolution reported pursuant to this subpara-
graph, except that debate in each House shall be limited to Uwo hours.
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"(C) EFFECT OF JOINT RESOLUTION.-If a joint resolution is enacted under
subparagraph (B) for a fiscal year, the Director of the Office of Manage-
ment and Budget, the Director of the Congressional Budget Office, and the
Comptroller General shall each, in preparing each report required under
this section for such fiscal year, use for each item of budgetary resources
for which a ratio is contained in the report submitted under subparagraph
(A), the ratio contained in such report (as affirmed pursuant to such joint
resolution).

"() COMPUTATION OF BUDGET BASE OUTLAYS RESULTING FROM OBLIGATED BAL-
ANCES.-In determining the amount of budget base outlays resulting from obligated
balances for defense programs and non-defense programs for a fiscal year for pur-
poses of the reports required under subsections (a) and (cX1)--

"(1) the Director of the Office of Management and Budget shall use the meth-
odology used by such Director in determining such budget base outlays in the
report required under subsection (a) for fiscal year 1987; and

"(2) the Director of the Congressional Budget Office shall use the methodology
used by such Director in determining such budget base outlays in the report
required under subsection (a) for fiscal year 1987.

"(k) FEDERAL REGULATIONS.-Except as provided in subsection (aX6XDXii), in pre-
paring each report required under this section for a fiscal year, the Director of theOffice of Management and Budget, the Director of the Congressional Budget Office,
and the Comptroller General shall assume that only regulations which have been
promulgated as final regulations by August 15 of the calendar year in which the
fiscal year begins (with respect to reports required under subsection (a) or (b) for
such fiscal year), or by October 5 of the fiscal year (with respect to reports required
under subsection (c) for such fiscal year), shall be in effect during such fiscal year.

"(1) ASSET SALES.-In preparing each report required under this section for a fiscal
year, the Director of the Office of Management and Budget, the Director of the Con-
gressional Budget Office, and the Comptroller General shall assume that the sale of
an asset by the Federal Government will occur during such fiscal year only if a
final notice of sale during such fiscal year (includingadescription of the asset to be
sold and the date of sale) is published in the Federal Register by August 15 of the
calendar year in which such fiscal year begins (with respect to reports required
under subsection (a) or (b) for such fiscal year), or by October 5 of the fiscal year
(with respect to reports required under subsection (c) for such fiscal year).

"(M) PAY INCREASES.-
"(1) IN GENERAL.-In preparing each report required under this section for a

fiscal year, the Director of the Office oi Management and Budget, the Director
of the Congressional Budget Office, and the Comptroller General shall-

"(A) include amounts of budgetary resources and budget outlays neces-
sary to pay for any Federal pay adjustments for statutory pay systems if
such adjustments have been recommended by the President or, notwith-
standing subsection (aX6XDXi), have been enacted by law;

"(B) include amounts of budgetary resources and budget outlays neces-
sary to pay for any pay adjustments for elements of military pay if such
adjustments occur pursuant to law or are specifically enacted by law; and

"(C) assume that the percentage of the amounts of budgetary resources
and budget outlays necessary to pay for such adjustments that will be ab-
sorbed by all Federal agencies will not exceed the average (for the three
most recently completed pay adjustment absorption fiscal years) of the per-
centages of such amounts absorbed by Federal agencies for such fiscal
years.

"(2) DETERMINATION OF AGENCIES ABSORBING PAY ADJUSTMENTS.-For purposes
of paragraph (1)(C), a Federal agency shall be treated as having absorbed a per-
centage of pay adjustment for a fiscal year only if-

"(A) a pay adjustment becomes effective with respect to the agency in
such fiscal year, and

"(B) a bill or joint resolution making supplemental appropriations for pay
(including, in the case of members of the uniformed services, elements of
military pay) was enacted with respect to the agency for such fiscal year.

"(3) DEFINITIONS.-For purposes of this paragraph-
"(A) the term 'budgetary resources' includes any of the types of budget-

ary resources described in clauses (i) and (ii) of subsection (i)(1)(F);"(B) the term 'pay adjustment absorption fiscal year' means a fiscal year
in which-

"(i) a pay adjustment becomes effective with respect to any Federal
agency, and
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"(ii) a bill or joint resolution making supplemental appropriations for
pay (including, in the case of members of the uniformed services, ele-
ments of military pay) for such fiscal year is enacted for any Federal
agency with respect to which such an adjustment becomes effective;

"(C) the term 'statutory pay system' has the same meaning as in section
256(gX2XA); and

"(D) the term 'elements of military pay' has the same meaning as in sec-
tion 256(gX2XB).

"(n) FARM DEFICIENCY PAYMENTS.-
"(1) Except as provided in paragraph (2), in preparing each report required

under this section for a fiscal year, the Director of the Office of Management
and Budget, the Director of the Congressional Budget Office, and the Comptrol-
ler General shall assume that advance deficiency payments will be made avail-
able to producers who agree to participate in an acreage limitation or set-aside
program for the crop year relating to such fiscal year based on an amount
under section 107C(aX2XFXiii) (7 U.S.C. 1445b-2(aX2)FAiii)) of-

"(A) in the case of wheat and feed grains, 40 percent of the projected pay-
ment rate, as determined by the Secretary of Agriculture; and

"(B) in the case of uplandcotton and rice, 30 percent of the projected pay-
ment rate, as determined by such Secretary.

"(2) Paragraph (1) shall not apply to the preparation of a report for a fiscal
year, if as of the date on which the report is required to be prepared, legislation
has been enacted that-

"(AXi) limits or prohibits the making of advance deficiency payments for
the crop year relating to the fiscal year involved, or

"(ii) alters the amounts on which such payments are based, and
"(B) specifically waives the application of such paragraph to report for

the fiscal year involved.".
(f) Section 251(a)(6XA) is amended-

(1) by inserting "(i)" after "(A)",
(2) by striking the semicolon at the end thereof and inserting in lieu thereof

",and", and
(3) by adding at the end thereof the following:

"(ii) assuming, in the case of entitlements funded in annual appropria-
tions, and in the case of the program established by the Food Stamp Act of
1977, the continuation of the current law governing the terms and condi-
tions of such entitlements and such program (and assuming the continu-
ation of only those provisions of appropriation Acts that impose or modify,
for a period of more than one fiscal year, the terms and conditions of such
an entitlement or such program).".

(g) Section 253 is amended to read as follows:
"SEC. 253. COMPLIANCE REPORT BY COMPTROLLER GENERAL.

"On or before November 15 of each fiscal year, the Comptroller General shall
submit to the Congress and the President a report on-

"(1) the extent to which the President's order issued under section 252(b) for
such fiscal year complies with all of the requirements contained in section 252,
either certifying that the order fully and accurately complies with such require-
ments or indicating the-respects-in which it does not;

"(2) the extent to which each report of the Director of the Office of Manage-
ment and Budget under section 251 (b)(2) and (c)(3) for such fiscal year complies
with all of the requirements contained in this part, either certifying that the
order fully and accurately complies with such requirements or indicating the
respects in which it does not; and

"(3) any recommendations of the Comptroller General for improving the pro-
cedures set forth in this part.".

(h) Section 255(gXl) is amended-
(1) by inserting after the item relating to private donations, bequests, or vol-

untary contributions to the Government, the following new item:
"Administration of territories (14-0412-0-1-806);";

(2) by inserting after the item relating to the Bonneville Power Administra-
tion fund the following new item:

"Bureau of Indian Affairs, miscellaneous payments to Indians (14-2303-
0-1-452);";

(3) by inserting after the item relating to the coinage profit fund the following
new item:

"Compact of free association (14-0415-0-1-806);";
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(4) by inserting after the item relating to health professions graduate student
loan insurance fund the following new items:

"Higher education facilities loans and insurance (91-0240-0-1-502);
"Internal revenue collections for Puerto Rico (20-5737-0-2-852);";

(5) by inserting after the item relating to intragovernmental funds the follow-
ing new items:

"Medical facilities guarantee and loan fund (75-4430-0-3-551);
"Panama Canal Commission, operating expenses (95-5190-0-2-403);";

(6) by inserting after the item relating to payments to health care trust funds
the following new item:

"Payments to widows and heirs of deceased Members of Congress (00-0215-0-1-801);"o;

(7) by inserting after the item relating to payments to trust funds from excise
taxes the following new item-."Payments to the United States territories, fiscal assistance (14-0418-0-1-806);"; 

and
(8) by inserting after the item relating to the Tennessee Valley Authority

fund the following new items:
"Federal Retirement Thrift Investment Board, thrift savings fund (26-

8141-0-7-602);
"Trust Territory of the Pacific Islands (14-0414-0-1-806);
"United States Customs Service, miscellaneous permanent appropriations

(20-9922-0-2-852);
"Washington Metropolitan Area Transit Authority, interest payments

(46-0300-0-1-401);".
(i) Section 274(f) is amended-

(1) in paragraph (1) by inserting "on or after the date of the enactment of the
Balanced Budget and Emergency Deficit Control Reaffirmation Act of 1987"
after "invalidated"; and

(2) in paragraph (2)-
(A) by striking out "Upon the invalidation of any such procedure there"

in the first sentence and inserting in lieu thereof "There";
(B) by striking out "and" before "to report" in the third sentence and in-

serting in lieu thereof a comma; and
(C) by inserting before the period in the third sentence a comma and

"and to carry out the functions specified in subsections (h) and (i) of section
251".

(j) The amendments made by this section shall apply with respect to any report
required to be submitted, and any order issued, under part C of the Balanced
Budget and Emergency Deficit Control Act of 1985 after the date of enactment of
this Act.

REVISION OF MAXIMUM DEFICIT AMOUNT

SEC. 203. (a) Section 3(7) of the Congressional Budget Act of 1974 is amended to
read as follows:

"(7) The term 'maximum deficit amount' means-
"(A) with respect to the fiscal year beginning October 1, 1987,

$150,000,000,000;
"(B) with respect to the fiscal year beginning October 1, 1988,

$130,000,000,000;
"(C) with respect to the fiscal year beginning October 1, 1989,

$90,000,000,000;
"(D) with respect to the fiscal year beginning October 1, 1990,

$45,000,000,000; and
"(E) with respect to the fiscal year beginning October 1, 1991, zero.".

(b) The Act is amended by striking out "1991" each place it appears in sections
251(aXlX(B), 251(aX2), 251(aX3XAXi), 252(aXl), 252(aX6XB), and 252(aX6XCXii) and in-
serting in lieu thereof "1992".

(c) Section 275(b)(1) is amended by striking out "September 30, 1991" and insert-
ing in lieu thereof "September 30, 1992".

REVIVAL OF PRIOR LAW

SEC. 204. (a) If, at any time after the date of enactment of this Act, legislation is
enacted which-

(WXA) establishes the Comptroller General of the United States as an officer
of the executive branch of the Government; or
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(B) establishes an independent agency in the executive branch of the Govern-
ment to carry out the functions of the Comptroller General which are executive
in nature; and

(2) provides that this section will become effective upon the enactment of the
legislation,

the provisions of sections 251, 252, 253, and 254 of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 shall be restored and revived, and this part and
the amendments made by this part shall be repealed.

(b) If, pursuant to subsection (a), the provisions of sections 251, 252, 253, and 254
of the Balanced Budget and Emergency Deficit Control Act of 1985 are restored and
revived, the responsibilities assigned by such sections (as so revived and restored) to
the Comptroller General shall be carried out by-

(1) the Comptroller General (if provisions of law described in subsection
(aX1XA) have been enacted); or

(2) the head of the agency established pursuant to provisions of law described
in subsection (aX1XB),

as the case may be.

SUBMISSION OF PRESIDENT'S BUDGET

SEC. 205. Section 1105(a) of title 31, United States Code, is amended by striking
out "first Monday after January 3 of each year (or on or before February 5 in 1986)'
and inserting in lieu thereof "first Monday after January 17 of each year".

SENATE PROCEDURES

SEC. 206. (aXW) Section 271 of the Balanced Budget and Emergency Deficit Control
Act of 1985 is amended by adding at the end thereof the following new subsection:

"(d) APPEALS OF RULINGS.-An affirmative vote of three-fifths of the Members of
the Senate, duly chosen and sworn, shall be required in the Senate to sustain an
appeal of the ruling of the Chair on a point of order raised under section 301(i),
302(0, 304(b), 306, 310(d), 310(g), or 311(a) of the Congressional Budget Act of 1974.".

(2) Section 275(bX2XD) of such Act is amended by striking out "section 271(b)" and
inserting iH lieu thereof "subsections (b) and (d) of section 271".

(b) The amendments made by this section are enacted by the Congress-
(1) as an exercise of the rulemaking power of the House of Representatives

and the Senate, respectively, and as such they shall be considered as part of the
rules of each House, respectively, or of that House to which they specifically
apply, and such rules shall supersede other rules only to the extent that they
are inconsistent therewith; and

(2) with full recognition of the constitutional right of either House to change
such rules (so far as relating to such House) at any time, in the same manner
and to the same extent as in the case of any other rule of such House.

ECONOMIC AND TECHNICAL ASSUMPTIONS

SEC. 207. (aXW) Section 301(g) of the Congressional Budget Act of 1974 (2 U.S.C.
622(g)) is amended to read as follows:

"(g) ECONOMIC ASSUMPTIONS.-
"(1) It shall not be in order in the Senate to consider any concurrent resolu-

tion on the budget for a fiscal year, or any amendment thereto, or any confer-
ence report thereon, that sets forth amounts and levels that are determined on
the basis of more than one set of economic and technical assumptions.

"(2) The joint explanatory statement accompanying a conference report on a
concurrent resolution on the budget shall set forth the common economic as-
sumptions upon which such joint statement and conference report are based, or
upon which any amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagreement is based.".

(2) Section 304(b) of the Congressional Budgct Act of 1974 (2 U.S.C. 635(b)) is
amended-

(A) by striking "MAXIMUM DEFICIT AMOUNT MAY NOT BE EXCEEDED.-" and
inserting in lieu thereof "APPW4CATION OF CERTAIN POINTS OF ORDER.-",

(B) by striking "section 301(i)" the first place it appears and inserting in lieu
thereof "subsections (gXl) and (i) of section 301", and

(C) by striking "301(i)" the second place it appears.
(3XA) Section 271(b) of the Balanced Budget and Emergency Deficit Control Act of

1985 (2 U.S.C. 901 note) is amended by inserting "301(gXl)," after "Sections".
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(B) Section 271(d) of the Balanced Budget and Emergency Deficit Control Act of
1985, as added by the preceding section of this title, is amended by inserting
"301(g0l)," after "section'.

(C) Section 275(bX2XB) of the Balanced Budget and Emergency Deficit Control-Act
of 1985 (2 U.S.C. 901 note) is amended by striking "3016i)" and inserting in lieu
thereof "sections 301(gX 1), 30 1(i),".

(bMl) Section 302(0(2) of the Congressional Budget Act of 1974 (2 U.S.C. 633(f(2)) is
amended by adding at the end thereof the following new sentence: "Determinations
under this paragraph shall be based upon the same economic and technical assump-
tions upon which the levels and amounts set forth in the most recently completed
concurrent*resolution on the budget for such fiscal year are based.".

(2) Section 310(dX4) of the Congressional Budget Act of 1974 (2 U.S.C. 641(d}4)) is
amended by adding at the end thereof the following new sentence: "Determinations
under paragraph (2) shall be based upon the same economic and technical assump-
tions upon which the levels and amounts set forth in the concurrent resolution on
the budget pursuant to which the reconciliation bill or resolution was reported are
based.".

(3) Section 311(c) of the Congressional Budget Act of 1974 (2 U.S.C. 642(c)) is
amended by adding at the end thereof the following new sentence: "In the Senate,
such determinations shall be based upon the same economic and technical assump-
tions upon which the levels and amounts set forth in the most recently completed
concurrent resolution on the budget for a fiscal year are based.".

(c0l) The amendments made by subsection (a) shall become effective on the date
of the enactment of this Act and shall apply with respect to concurrent resolutions
on the budget for fiscal years 1988, 1989, 1990, 1991, and 1992 that are considered
after such date.

(2) The amendments made by subsection (b) shall become effective on the date of
the enactment of this Act.

(d) The amendments made by this section are enacted by the Congress-
(1) as an exercise of the rulemaking power of the House of Representatives

and the Senate, respectively, and as such they shall be considered as part of the
rules of each House, respectively, or of that House to which they specifically
apply, and such rules shall supersede other rules only to the extent that they
are inconsistent therewith; and

(2) with full recognition of the constitutional right of either House to change
such rules (so far as relating to such House) at any time, in the same manner
and to the same extent as in the case of any other rule of such House.



[From the Congressional Record-Senate, July 29, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(p. S10846 and S10875)

The PRESIDING OFFICER. The clerk will report the debt ceiling
measure.

The legislative clerk read as follows:
A joint resolution (H.J. Res. 324) increasing the statutory limit on the public debt.
The Senate resumed consideration of the joint resolution.

THE LONG-TERM DEBT EXTENSION

Mr. CHILES. Mr. President, I think the Senator from Texas,
joined by the Senator from Florida, the Senator from Ne-w-Mexico,
and I think the distinguished majority and minority leaders tomor-
row will present an amendment to the long-term extension for the
debt ceiling. I think that amendment has been a subject of some
discussion and some debate. But I think overall it will bring us to
restoring an automatic sequester. And I think we look forward to
pursuing that tomorrow. I think we will take an opportunity to try
to describe that briefly to the press shortly.

Mr. DOMENICI. Mr. President, we are going to brief the press and
then tomorrow obviously have adequate time to explain to the U.S.
Senate the amendment that we will offer. Suffice it to say tonight
that we have worked very hard. This will be a bipartisan package.
Nothing that we can do in this area will meet with everyone's ap-
proval. But I am very confident that when it is thoroughly under-
stood, even though others might want to offer amendments to it
and there may be a few freestanding amendments that people want
to offer, that we will have come up with a practical, reasonable,
constitutional Gramm-Rudman-Hollings, a permanent fix that, if
followed by the U.S. Congress either through the onerous sequester
process which we hope never has to occur or by doing their job and
actually reducing the deficit, we will in a few years have the deficit
under control.

It has been my privilege to be part of this working group, and I
thank all of those who have contributed. In particular, I want to
thank the distinguished chairman of the committee and his staff
for their diligent work. And, it goes without saying, my extreme
appreciation and thanks to the distinguished Senator from Texas,
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Senator Gramm, for his diligent work. I do believe when it is thor-
oughly understood tomorrow, it will have very broad based support.
I do hope, thereafter, the House considers it seriously and adopts it
and that the President of the United States will sign the underly-
ing legislation.

Shield the floor.
Mr. GRAMM. Mr. President, I just want to say to my two distin-

guished colleagues that I appreciate the work that they have done
to make this compromise a reality. I think that a tremendous
amount of work and thought has gone into this compromise. And,
quite frankly, I am proud of it. Obviously, first we have to adopt it.
There will be many amendments, some will not be agreed to. I
hope we are wise in deciding which amendments to adopt. We will
then have to go to conference with the House and we know any-
thing can happen there.

But I believe that all of the time spent during the last 2 weeks in
putting this compromise together will be well worthwhile if we can
see the agreement in its current form, or something valry close to
it, signed into law. I think we will have given the American people
what they want, and that is a process that forces hard choices,
choices that can ultimately bring the deficit under control and bal-
ance the Federal budget.

I especially want to thank the distinguished chairman of the
Budget Committee for his patience and the long hours that have
been required to put together a compromise. This agreement lets
us jump over the bridge of partisanship that so often makes it diffi-
cult for us to deal with budget problems. If we can get the ball over
the goal line and have the bill signed into law, we will have done a
great service for the American people and we will have done some-
thing we can all be proud of.

Mr. CHILES. I thank my two distinguished collegaues.
The PRESIDING OFFICER. Does the Senator from Hawaii wish to

suggest the absence of a quorum?
Mr. MATSUNAGA. Mr. President, on the suggestion of the Chair, 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. BYRD. Mr. President, I ask unanimous consent that the order

for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.
The majority leader.



[From the Congressional Record-Senate, July 30, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(pp. S10910-S10922 and S10943-S10953)

DEBT LIMIT EXTENSION

Mr. BYRD. Mr. President, by way of explanation of why we are
waiting, we are hoping that the Senators can be prepared to
present their amendment to the debt limit extension bill. They
have been working hard to get that done. They have had interrup-
tions during the afternoon. The Appropriations Committee had to
meet to resolve some problems. So it is just taking time, and I am
sorry for that.

It is a little after 5 o'clock. Senators are going to be mad now if
they have to stay awhile. They will want to know what we have
been doing all day; why do we have to wait all day and stay after 5
o'clock and work. This is I guess about the best day of the week,
Thursday. I am hopeful that we can get going on the amendment.

I understand that there is another little glitch. I think we ought
to get going on the amendment and let the glitches be resolved out
here on this floor because, if we continue to wait until we resolve
every glitch, there will be some new glitch found every 15 minutes.
Staff, although they are very good and faithful and dedicated, can
find all kinds of glitches. I think it ought to be out here where the
Senators can work on these glitches and resolve them.

Tomorrow is Friday and then we will be into Monday. We are in
Monday. Then we are into next week. The drop-dead date is the
close of business next Wednesday, I believe, and we ought to be
making headway on this debt limit extension.

I am sorry for the delay; it is unavoidable, but if we do not get
something started pretty soon, I will just put the Senate out or
have a live quorum. Perhaps I ought to have a live quorum and get
all Senators over here so we can find out where we are going,
whether we are going and, if not, why not. I will be wanting to get
consent to take up the catastrophic illness legislation tomorrow if
we are not going to be working on the debt limit.

Mr. President, I suggest the absence of a quorum.
The PRESIDING OFFICER (Mr. Breaux). The absence of a quorum is

noted.
Mr. BYRD. It could become live.
The PRESIDING OFFICER. The clerk will please call the roll.
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The legislative clerk proceeded to call the roll.
Mr. BYRD. 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. CHILES. Mr. President, in just a few minutes we are going to

be sending an amendment to the desk, the Good Lord willing, and
if the creek does not rise we are, and that will be an amendment
by the Senator from Texas, the Senator from Florida and the Sena-
tor from New Mexico. The distinguished majority leader and mi-
nority leader will be also on that amendment.

Mr. President, while we are waiting to do that I just want to say
if we have proven one thing these past few weeks, I think it is that
the U.S. Senate is serious about deficit reduction. It has taken an
awful lot of time and a lot of hard work.

But, for the first time this year, we've had genuine involvement
from both parties. When you talk, when you work together, you im-
prove the odds on progress.

This amendment reflects genuine progress.
This amendment makes sequester truly automatic, and that's at

the heart of the deficit reduction progress.
Over the last several weeks, we've all said sequester would be

awful. It would put Congress and the President right between the
crosshairs of the gunsight. And if it ever comes to that, that's ex-
actly where we'll be.

But we've talked so much about automatic sequester, it almost
sounds like Congress is throwing in the towel and abdicating its re-
sponsibility. Actually, it's exactly the reverse.

Congress itself is imposing this discipline. It is not being imposed
on us from the outside. We are doing it ourselves. We are saying to
the Nation-as loud and clear as we can-we are serious. We are
either going to do this deficit reduction, or you will know the
reason why, and the people responsible.

The amendment revises the original Gramm-Rudman-Hollings
targets by about $50 billion a year. I sa:*1, "revises." Let's not
hedge. It raises the targets. Nobody should mistake that change for
a step backward.

We need to revise the targets because they were wrong to begin
with. When Gramm-Rudman-Hollings was approved, it was ap-
proved on the basis of a deficit estimate that was off by $50 billion.
So right from the beginning, the law came with an economic and
political blasting cap. And it did not take long for it to go off.

We spent the first half of this year haggling over targets and
who met them. Nobody met them. Not the Congress and not the
President. We established that. But it does not do any good to
blame each other for not doing something that was not doable in
the first place. So the targets are finally revised in line with realis-
tic estimates.

The target for fiscal 1988 is $150 billion. That is $36 billion below
the current CBO baseline estimate. That is real money. Those are
real savings. And that is very important.

If we were to depend on just the fixed target for fiscal 1989-and
we ran into a recession-the target would not be credible. It could
even feed a recession.
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As the economy gets worse, the baseline deficit goes up. That
pucs more distance between an increasing deficit and the deficit
target. It means we would have to cut even more.

For fiscal 1989, automatic sequester can be avoided if we achieve
$36 billion in deficit reduction.

Under the terms of the amendment the deficit reduction targets
are $130 billion for fiscal 1989; $90 billion for fiscal 1990; $45 bil-
lion for fiscal 1991, and zero for fiscal 1992.

Mr. President, it is very important to keep in mind what those
targets mean. What they mean is a reaffirmation of our commit-
ment to wiping out the deficit on a 5-year timetable. That was at
the center of the Gramm-Rudman-Hollings plan, and it is at the
center of this amendment.

As to the actual procedure under this amendment, it includes a
combined review by the Congressional Budget Office, the Office of
Manageihent and Budget, and the General Accounting Office. They
will assess the economics and give us a report on how much has
been saved, and how much more has to be done. For 1988, the
amendment sets up an expedited review of the sequester situation.

For fiscal 1989 and beyond, there are provisions for congressional
setting of economic assumptions.

Mr. President, this amendment gives us the opportunity to test a
2-year appropriations cycle on selected subfunctions of the budget.

It will prevent us from using the gimmick of delaying cr advanc-
ing Government payments to achieve mere ledger savings.

Under this amendment, we will move toward sound financial
management reform. Right now we have over 400 accounting sys-
tems throughout the Government and they do not all fit together.
This amendment will give us the chance to get that house in order.

We will talk about these and other provisions throughout the
course of the debate.

But let us keep some central facts in mind.
This amendment wrings out the pretense and shadows from the

budget process. The orders of the day are changing. We want to
reduce politics as usual down to the core which is deficit reduction
because it's essential.

This amendment puts the deficit targets in focus. They are not
fuzzy anymore. They aren't bloated any more. They are there for
us to reach, dnd the amendment gives us the tools to reach them.

This amendment irons out the constitutional problems and redi-
rects them back where they belong-to the Congress and to the
President who have to cooperate on the deficit or face the conse-
quences of sequester.

Make no mistake. This is no excursion in the tool box. These are
basic changes to the engine.

The question that is always asked-given the widespread interest
in the process-is this: Is it perfect? No. I think it can be improved.
It does not have everything I want, and does not do things exactly
the way I would do them.

But we will take this to conference, and we will see what more
can be done to make it better. But this is really the first bipartisan
budget initiative of the year in the Senate. There are many minds,
and plenty of work in it.
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I hope the Senate will approve the amendment, stick to the
changes it makes, and get rid of the deficit once and for all.

The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. Mr. President, I think the amendment will be

ready shortly and, obviously, we will send it to the desk and start
down the path of seeing what the U.S. Senate thinks about it.

Mr. President, I had occasion during the debate on the trade bill
to talk about the future. Frankly, I am thinking back on that state-
ment which I spent a lot of time on. And I remember saying the
future for the United States and, as a matter of fact, the future for
the world-because of major changes in the world economy and
fantastic :volution of the free industrial countries and the great
economy that the United States possesses which seems to be resil-
ient enough to change and adjust to almost everything and almost
anything-I remember saying the one thing that is not very good
as we enter the next two or three decades and is a real drag on my
optimism and obviously on the future as I see it, is the lingering
deficit of the U.S. Government; the fact that we just have been ab-
solutely unable, almost historically unable, to produce balanced
budgets where we are living within our means.

And since I really believe that, and since I really believe the
most important ingredients in our future are the interest rates our
people pay, both individuals and businesses and the international
community-and they must come down, not up-the formation of
capital to be used by business, large and small, so that we can
make the kind of changes and create the kind of jobs that our
people deserve, and our participation in a world economy on a foot-
ing that permits us to use our ingenuity and really compete, all of
those things that I have mentioned that are positive are inextrica-
bly tied to our national deficit and our constant, lingering inability
to control it.

So I hope that whether it is this evening late, or sometime to-
morrow, that the fact that we have put together a bipartisan, en-
forceable budget process which will bring these deficits down under
the threat of chaos and commotion in our Government-I have fre-
quently called it a planned train wreck in the past-the fact that
we have, in a bipartisan manner, been able to put this together,
through complicated, difficult, hard negotiations, is intended by
me, at least to send a very clear signal. While we may differ on
how to get there, while we may differ on what we ought to do to
reduce this deficit, that we stand together, the leadership of the
Democratic Party-and they are on this amendment-the leader-
ship of the Republican Party-and they are on this amendment-
we stand shoulder to shoulder on this one commitment. Since we
are unable, between the executive and legislative branches of Gov-
ernment to get together year in and year out and produce budgets
that are constrained and bring the deficit under control, that we
are going to do the very next best thing and that is to adopt an
automatic budget control mechanism.

Automatic not in the sense that we are going to- put anything on
automatic pilot, but, rather, there will be an automatic reduction
of the deficit if we collectively-the U.S. Senate, U.S. House, Presi-
dent of the United States-are unable annually to arrive at a defi-
cit and tax plan to provide for our national defense, our domestic
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needs, and the revenue for it. If we are unable, then Congress has
set in motion a process which will do it for us in an automatic, ar-
bitrary kind of way, a way that none of us want to see happen and
a way that we are committing ourselves in a sense today, I think,
or at least when we adopt it-committing ourselves to avoid, not
avoid in the sense of finding ways out of it, but avoid it by doing
our job.

Mr. President, we will soon introduce the amendment and we
will go into detail, but let me suggest right here at the outset that
this was difficult. I am most appreciative of the cooperation that
existed between the distinguished chairman of the Budget Commit-
tee, the distinguished original cosponsor of this concept, and it is
intact--its targets are changed because of the reality of things and
a few other concepts are changed but it is basically intact-I thank
him, Senator Gramm, for his cooperation.

If we look and sound a bit ragged around the edges tonight and if
we are not totally filled with laughter and smiles, it is because
we are tired and because it has been rough and because it is
complicated.

Having said that, I am very hopeful that those who have ques-
tions about it will come down and ask them. We think we can ex-
plain most of them. We think they are reasonable.

I would like a few minutes later on to go through a few of the
details as I see them that make this a very good plan, one that if
we were finished with it, if there were no amendments and we
come through both Houses and we are sending to the President, I
would be very proud to be there when he signed it.

I hope there are not people around that think we can change it
willy-nilly and do all kinds of other things and still have my sup-
port. I think we have done about as good a job as we can. We
surely want to produce something that can become law and that
will work.

Now I would yield the floor. I see the Senator from Texas here. I
do not know if the amendment is ready yet, but I assume he would
like to speak on what we are about to do.

The PRESIDING OFFICER. The Senator from Texas, Senator
Gramm, is recognized.

Mr. GRAMM. Mr. President, we will be ready to propose the
amendment in a minute. I look forward to sending it to the desk
more than I have looked forward to sending any amendment or
provision to the desk since I have been in the Senate or the Con-
gress.

I would like to join my two distinguished colleagues in thanking
the people who have worked to make this possible. It has taken a
long time. We have been intensely negotiating on this amendment
for several weeks and the reason negotiations have been so difficult
is that: First, this issue is important. We are setting out a 5-year
program to do something that has happened only once since 1960
and that is to balance the Federal budget.

Second, this issue is complicated. The concepts may be simple
and straightforward, but the process of trying to convert those
simple ideas into laws that people can understand, laws that can be
enforced by the bureaucracy that forms the backbone of this proc-
ess, is very difficult and very complicated. I want to thank the dis-
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tinguished chairman of the Budget Committee, the Senator from
Florida, Mr. Chiles, and the distinguished Senator from New
Mexico, Senator Domenici, for their patience, leadership, knowl-
edge, and dedication to this process.

Mr. President, on December 11, 1985, Congress adopted and sent
to the President, which he signed into law, the Balanced Budget
and Emergency Deficit Control Act of 1985, otherwise known as the
Gramm-Rudman-Hollings law.

It was an ambitious law. It was a law passed out of desperation
and frustration with a process that had clearly failed. The budget
deficit had skyrocketed. The deficit was being projected at $200 bil-
lion as far as the eye could see, in the words of one who was stand-
ing on the mountaintop looking out and probably had as good a
view of it as anyone else.

We adopted the bill as a way of committing ourselves to dealing
with the deficit problem. There were those at the time who said
this law was an abdication of responsibility, that we ought to just
be balancing the budget instead of talking about it; that this was
process and not substance. In fact, some people still make those
comments.

But, as we have learned, as part of the genius of the American
experiment, process is substance.

The problem with the current system is that every time a spend-
ing bill or amendment comes to the floor, all the groups who want
something from the Federal Government are looking over the Con-
gressman's right shoulder, and are sending letters back home tell-ing people whether he care old, the poor, the sick, the
tired, the bicycle rider, and tMe list goes on and on and on.

Very seldom, as we vote to spend money, is anybody looking over
the left shoulder telling people whether we care about those who
do the work, pay the taxes, pull the wagon, and care about the
future of America.

So we decided to put into place a binding system that forced us
to reduce the deficit in five equal parts to zero over a 5-year period.
We required the President to submit budgets that met those deficit
targets; and we made it not in order to adopt budgets that did not
meet the deficit targets. We made the budget binding for the first
time ever by creating supermajority points of order to try to en-
force.

We ran into a problem almost immediately because, as part of
the political compromise, we had to have some outside authority
determine the size of the deficit to determine if, in fact, we met the
targets. We chose the General Accounting Office because we had
confidence in it, because it certified accounts on behalf of the Fed-
eral Government, and because we felt that GAO would be an objec-
tive third party.

We all knew that there had been a constitutional dispute for 60
years, going back to the Budget and Accounting Act of 1921, con-
cerning whether the Director of the General Accounting Office, the
Comptroller General of the United States, worked for Congress or
for the President.

In fact, we had had several courts rule both ways on the issue,
but we decided as part of a compromise to let him be the final arbi-
ter of the size of the deficit. Then we included a backup provision
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so that if the GAO involvement were struck down by the courts,
then Congress would vote to certify the deficit and the President
would sign it into law. We would then go from an automatic proce-
dure to one of congressiona: discretion.

When the Supreme Court rules that the Comptroller General
was indeed an officer of the legislative branch, thereby taking
away many responsibilities that he carried out other than those
under Gramm-Rudman-Hollings, we were forced to implement the
backup mechanism.

The disciplining agent of the original Gramm-Rudman-Hollings
law was a combination of a club in the closet and a shield. The club
in the closet was that not only did the President have to submit
budgets that met the targets, not only could we not consider the
budgets if they did not meet the targets, not only were the budgets
binding; but also at the end of the budget process, which is the be-
ginning of the fiscal year, we had this film that we had taken
which told the American people what a pretty picture it was, and
then we had it developed. The developed film told us whether or
not we had done the job.

The way the bill was initially adopted, if we did not meet the tar-
gets, then there were across-the-board cuts that took place auto-
matically. We then had 45 days to come to our senses and go back
and reduce the deficit or the cuts became permanent. That club in
the closet was a very strong disciplining device, because no one
wants the automatic across-the-board cuts to go into effect.

It was also a political shield, Mr. President, because if we are all
beseiged by special interests that want something from the Federal
Government, every Member is in the position to say, "I would like
to vote to give you this, but we are under a binding budget con-
straint and if I voted to giveyou this money, it might trigger an
across-the-board cut that wouldhurt everybody."

We have not achieved everything with the original law we had
hoped for, partly because the club in the closet and the shield were
eliminated by the Supreme Court ruling. Congress knew that it did
not have to pull the trigger on the sequester order and, as a result,
we did not do the job that was required to reduce the deficit.

But I think it is very important to reinvigorate the Gramm-
Rudman-Hollings law. I think it is important to note two things:
First, we are here because after 2 years of experience we are con-
vinced as an overwhelming bipartisan majority, I predict before a
vote is taken, that this is the only way that we are going to balance
the Federal budget. Unless we can fix this law or come up with
something better, which we have not done, we are not going to get
the job of controlling the Federal deficit done.

The second reason we are here is that while we did lose the club
in the closet in the law, that is, we have been hitting only on three
cylinders instead of six, the plain truth is we have made remarka-
ble success. The budget adopted and put into place before the law
was adopted resulted in a deficit of $233 billion, the largest deficit
in American history. That deficit resulted from a budget that was
adopted and in place and which had been appropriated before the
Gramm-Rudman-Hollings law was enacted.

Under this law, will all of its imperfections and with the weak-
ened process that came from the Supreme Court decision, we have
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reduced that deficit from $233 billion down to $161 billion. That is
the largest deficit reduction in American history. That $72 billion
has gone into the private sector to build new homes, new farms,
new factories, and to generate new economic growth.

I am not claiming for a minute that the Gramm-Rudman-Hol-
lings law did all that by itself, but I do not think there is anybody
here who would argue that the deficit would not have fallen by $72
billion without the enforced budget process, without the targets, or
without the limited discipline we have had even in lieu of the Su-
preme Court decision.

So we are here today to put the teeth back into the Gramm-
Rudman-Hollings law.

First, we are going to make the targets realistic. The distin-
guished chairman of the Budget Committee alluded to the fact that
when we wrote the bill, we were projecting a deficit of $172 billion.
We already knew the deficit was higher, but when we went to con-
ference we were unable to accept that fact into law. As a result,
the law started to bring the deficit down from $172 billion when, in
fact, at that time the deficit was $233 billion. What we are doing
here is recognizing the fact that we were $50 billion behind the
power curve when we started.

Second, we are here because during the last 7 or 8 months we
have seen a new surge in spending. The markets initially reacted
to the passage of the Gramm-Rudman-Hollings law by believing
that there was going to be something done to reduce the deficit and
as a result interest rates declined, housing starts were up, the econ-
omy started moving forward and the deficit began going down. As
a result of a belief in the last few months that all that pressure on
spending was being reversed, interest rates are back up and the
deficit has started to rise again. If we do nothing, the deficit will
rise next year to $186 billion and, if we do nothing during fiscal
year 1988, it will rise to $198 billion by 1989. In other words, we
will be right back where we started. This law will have been a 2-
year blip on the trend line and it will have had no long-term
impact.

We are committing ourselves here to lower the deficit in an or-
derly fashion from $150 billion to zero in fiscal year 1992. I believe
that this is a program that can and will work. I think it is a good
proposal, it is practical, and the targets are achievable. I believe
that if we -can adopt this amendment, if we can go to conference
and come out with something very close to this, and if it is signed
into law, then we can make it work. We will give the American
people what over 80 percent of them say in every poll they want, a
balanced Federal budget.

I want to say a little bit about the process changes in the amend-
ment. The process is basically the same process that we adopted
last year which died in conference. It is a process that has the Di-
rector of the Office of Management and Budget be the final certifi-
er of the deficit since he is appointed by the President, and that
meets the constitutional requirement. But CBO is still involved in
the process. GAO is involved in auditing the joint report. Then
Congress has a final opportunity to come back in with the last bite
out of the apple if we think that OMB has not produced realistic
projections.
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We have also imposed some very real constraints on the Office of
Management and Budget in terms of spendout rates, and in terms
of what they can assume. We have mandated, for example, since
we all know that agriculture deficiency payments are going to be
advanced, that they be counted that way from the beginning.

We have realism in the budget set of assumptions.
To the extent possible within the constitutional constraints, we

have converted OMB's function to a green eyeshade function of
simply projecting what the deficit is.

This is a package that I believe can be successful. I commend it
to Members of the Senate. I hope we get broad-based bipartisan
support for it.

It is going to be difficult to live up to the commitments we make.
Since this process will be binding and if the Congress and the
President cannot meet the targets, there will be an across-the-
board cut, then we will have an opportunity to come to our senses
and reduce the deficit. If we fail to do that, the across-the-board
cuts will go into effect. For the 5 years that this law is kept in
force, that will be the sword of Damocles that hangs over the Con-
gress.

But what are the payoffs? The payoff is that the $200 billion a
year that is going to finance the Federal deficit can go into the pri-
vate sector of the economy. This $200 billion a year can generate
new technology and new economic growth in the United States. It
can make us competitive on the world market again and can give
our children and grandchildren and all those future generations
who will call themselves Americans the opportunity that we have
always expected, that we have always had in the past, and that I
believe we can always have in the future. The choice we are
making here is a choice about America's future. I believe that by
adopting this commitment to balance the Federal budget, we are
doing something that may not be popular over the next 5 years.
Before we balance the budget, in terms of public perception, we
must go through Valley Forge before we get to Yorktown.

In supporting this agreement you are committing yourselves to a
lot of hard votes, votes that will be unpopular back home. But I
believe that you are also committing the Nation to a course that is
going to produce a brighter future for all of our citizens. That is
why this is the right thing to do. I urge my colleagues to adopt the
amendment which we will be introducing soon.

Mr. Dixon addressed the Chair.
The PRESIDING OFFICER (Mr. Daschle). The Senator from Illinois.
Mr. DIXON. Mr. President, I wonder if my friend from Texas

would accommodate me by answering a few questions that will
clarify for this Senator what has been accomplished.

I congratulate my friend from Texas, my friend from South Caro-
lina, who I now see on the floor, my friend from New Mexico, and
the manager from Florida, for the work they have done to bring
about this compromise, because I support the concept. Speaking on
my own behalf only, I am absolutely delighted that the conflicting
points of view have been resolved. Now I would like to clarify what
has been accomplished.

First of all, I understand that the $36 billion, sort of floating re-
duction option that had been made available in the so-called Chiles
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amendment, which was rejected the other night, is out of this ac-
commodation now; that is no longer part of this amendment?

Mr. GRAMM. If the distinguished Senator will yield, we have
fixed targets now but we do have one element of the Chiles ap-
proach in the bill. In fiscal year 1989, we have two ways that you
can avoid a sequester.

The reason for the dual approach in fiscal year 1989 is because
the tax reform bill gave us a revenue surge this year and we do not
know what the revenue impact of tax reform is going to be next
year. Basically we have the fixed targets of $150, $130, $90, $45,
and zero, with no deviation except in fiscal year 1989. Because of
uncertainty about revenues under the tax reform package, if the
deficit is reduced by more than $36 billion by policy changes; that
is, actions taken by the President or by the Congress, and we still
do not meet the targets because something like a huge revenue
shortfall occurs, then there would be no sequester order for that
year. However, we would be right back committed to $90 billion the
next year.

Mr. DIXON. I understand that. In other words, the second ques-
tion I think has been answered. Your firm threshold requirements
for the 5 years are $150, $130, $90, $45, and zero. The explanation
the Senator has given me to question 1 is that in the second year,
where the target is $130 billion, the alternative in that year only
would be a $36 billion reduction if you could not achieve the 130
that year by virtue of the tax reform legislation.

Mr. GRAMM. That is right.
Mr. DIXON. Is that the answer?
Mr. GRAMM. Basically, that is the answer.
Mr. DIXON. One other question just for my own information.

Maybe others will not be this concerned about it. I am curious how
you arrived at those numbers-for instance, a $20 billion drop from
150 to 130, a $40 billion drop from 130 to 90, then a $45 billion
drop, and finally another $45 billion drop, as distinguished from
the other legislation by the Senator from Texas and my colleague
from South Carolina where it was in $36 billion increments a year.

Mr. GRAMM. Let me explain what happened. The Senator may
remember an amendment that the Senator from New Mexico and I
offered together to the tax reform bill. Under the tax reform bill,
we were projecting about a $20 billion increase in revenue in the
first year and then in the next two years, a fall of about $20 billion
in revenues. Senator Domenici and I offered an amendment that
said in the first year you cannot count the $20 billion overage to-
wards deficit reduction that year; you have to apply it to the deficit
in the second and third years. We adopted that amendment in the
Senate. Unfortunately it died in conference.

Thus, we ended up with a revenue surge that makes the first
year of deficit reduction easier, but the second year it is virtually
impossible to reduce the deficit given the revenue decline. The cur-
rent services, deficit projection for fiscal year 1988 that CBO has
released is about $186 billion. Therefore, unless something im-
proves by the time we take these snapshots for the sequester
report, we are going to have to reduce the deficit by $36 billion to
meet the $150 billion target. But because of the tax reform bill and
because of the increase in interest rates, the deficit, with no action
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by Congress, will #o up to $198 billion in fiscal year 1989. So even if
we got the - $36 billion in reductions to meet the $150 target, we
would still have to get $36 billion more to meet the $130 target in
fiscal year 1989. Then as the impact of the tax reform bill winds its
way through the system, by the time we get to 1990, the deficit will
start to come back down. This results in a $40 billion reduction
from the previous year's deficit, but only a $36 billion reduction
from the current services deficit.

The same result occurs between fiscal years 1990 and 1991.
While we are requiring a $45 billion reduction between years, the
deficit is decreasing so that the required policy changes are again
about $36 billion. That is the logic behind these numbers.

Mr. DOMENICL. Will the Senator yield?
Mr. GRAMM. I will be happy to yield.
Mr. DOMENICI. Will my good friend from Illinois yield?
I think the Senator recalls the very lengthy debate on the tax

bill; there was a famous expression that it was "tax neutral." But
if you did not listen carefully the phrase that was added at the end
of it was, it was tax neutral "over 5 years." Nobody told us that in
each of the years it would follow the current policy projections of
tax revenues but, rather, if you wanted to buy the assumptions and
you added up all 5 years you ought to come out with the same total
of revenues. One of the big reasons it was inevitable, in my opin-
ion, that you have to not only change the targets but you could not
have exactly $36- or $40- or $45-billion increments is because of
that.

Also, the truth of the matter is that right now, at least according
to _CBO-I think it is going to change. I think it is going to come
down, but nonetheless they say the deficit is $186 billion. But 150
puts you right back into the ball park in terms of numbers. I do
not tiink it is that big, but we had to do somethng. We had ar-
rived, the majority and the minority-that is, the chairman and
myself, Senator Gramm-at the 150 on our own with our respective
bills. If the Senator recalls, Senator Chiles had 150 in it also. Ours
now follows the old format, 150 plus a $10 billion window, 130 plus
a $10 billion window, for errors, miscalculations, and missed esti-
mating. Each one has that $10 billion built in. But they are firm. I
hope no one votes against this because they do not think it is
enough deficit reduction.

There may be some, and some may come down there and say,
"We're not so sure we're going to cut enough in the first year."

I suggest that what our community out there wants, our people,
and those who respond to our deficit lack of credibility, are fixed
targets that are rational, not political, that are reasonable.

Mr. DIXON. If I may interrupt, the Senator touched on something
that may be my next question.

Do you still have now in this amendment the protection in Con-
gress if they miss the target within that $10 billion escape clause,
as I call it, that we had in the prior law? Is that in this as well?

Mr. DOMENICI. It is in this, in each target year.
Mr. DIXON. There seems to be some misinterpretation by some I

have heard talk about this. But my understanding is that you still
have in the existing law, even without the amendment here, the
protection of two no-growth quarters. Is that right?

0 1ý
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Mr. GRAMM. That would not be changed.
Mr. DIXON. And it is still in here. I have heard people comment

that some of these cuts might be too great in difficult times. I sug-
gested at least twice-and the Senator from South Carolina was
resent-in our conferences that that is still part of the law. We
ave that escape clause.
Mr. GRAMM. Not only do we have the escape clause if there are

two back-to-back quarters of no economic growth, but also, we have
an escape clause if there is a projection of no economic growth.

Mr. DIXON. We still have the war emergency exemption?
Mr. GRAMM. Yes; in case of a declaration of war, we have a war

emergency exemption.
Mr. DIXON. I am not clear-although the amendment, when we

see it, may clarify this for me-but I am still not quite clear who
checks on OMB. Have heard the Senator say that CBO and OMB
are still involved in discussion about the numbers. But if OMB
were to take, under some administration, a highly partisan position
in respect to this that we-disagree with, I am not clear how Con-
gress gets in the picture by virtue of what you folks have agreed to
in the compromise, and that is important.

Mr. GRAMM. First of all, for fiscal year 1988 we have agreed to
take the CBO and OMB estimates of the 13 economic variables that
ultimately determine what the deficit is and write the average of
those into law. Those economic variables are set in fiscal year 1988.

Mr. DIXON. Yes, in the first year.
Mr. GRAMM. In the first year.
Mr. DIXON. And the second year?
Mr. GRAMM. In the second year, come the middle of August,

hopefully we are through with the budget process. At that point,
we have CBO and OMB meet together and make their projections
of the deficit. Then we look at targets and say, "Did we meet them
or did we not?"

The General Accounting Office then comes in and reviews OMB
and CBO joint report, audits the accounts of the Federal Govern-
ment and, reports its own projection of the deficit.

At that point, with CBO and OMB already having reported, and
GAO having given its comments to Congress and the President and
the American people, then this report of GAO goes back to OMB,
and they certify the size of the deficit.

Mr. DIXON. Let us assume at that point that what OMB certifies
is not harmonious with what CBO or, in particular, the General
Accounting Office has said.

Mr. GRAMM. If it is not, then OMB must give a detailed explana-
tion of any deviation between its report and the GAO report.

Mr. DIXON. OK.
Mr. GRAMM. Then we have a highly expedited, privileged proce-

dure whereby if the temporary Joint Committee on Deficit Reduc-
tion feels that OMB has moved outside the range of legitimate pro-
jection-remember, we set out in law what the spend-out rates are;
we set out in law how they have to consider advance deficiency
payments; and we severely limit discretion-it may report alterna-
tive economic assumptions.

If it is felt by the committee that OMB went outside the bounds
of being reasonable, then there is a highly expedited procedure
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whereby Congress could adopt a joint resolution setting out a base-
line between what CBO said initially and what OMB said initially.

Mr. DIxoN. When you say "between," it could be anywhere. It is
not "split the difference." In other words, Congress would have the
ultimate power to say, by virtue of a joint resolution that was au-
thored by the Budget Committees of the two Houses, that insofar
as that difference of, let us say, $18 billion between OMB on the
one hand and CBO and GAO on the other hand-let us say they
agree-we can take any number in there; and if we can persuade
them-is it a simple majority?

Mr. GRAMM. A simple majority.
Mr. DIXON. If you can persuade a simple majority in both Houses

that there was a different baseline number that should obtain, that
would obtain.

Mr. GRAMM. It is set forth in a joint resolution. Remember, to get
around the constitutional problem, it has to be a law.

Mr. DIXON. So it would be signed by the President.
Mr. GRAMM. That is right. Remember this-
Mr. DIXON. Let me see if I understand. The resolution is a joint

resolution; it reflects the work product of the two committees; a
majority vote of both Houses; and must be signed by the President.

Mr. GRAMM. Yes; it is unamendable. It cannot be recommitted. It
cannot be filibustered. It has to come to the floor. It has to have an
up or down vote. It is a totally privileged process.

Mr. DIXON. And if the President does not sign?
Mr. GRAMM. If the President does not sign, then we would have

the opportunity to override the President's veto.
But if I might make two additional comments-
Mr. DIXON. The concern I obviously have is that some of us have

had problems with OMB because we think it can be an administra-
tive functioning arm of the Chief Executive.

I see a little bit of a dichotomy in some of the things you are
talking about here. I have a little difficulty imagining Congress dis-
agreeing in some fairly substantial amount with OMB and having
the President then agree with Congress. That troubles me a little.

Mr. GRAMM. First of all, on the only sequester order we have
ever had, the economic assumptions-what we would have the
right under this expedited provision to rewrite-the difference be-
tween OMB and CBO was $500 million.

Mr. DIXON. I realize that. That was the first year, and when the
sequestration actually took place, that is what the Senator refers
to.

Mr. GRAMM. Remember, if you make it easy one year with the
fixed targets, then you simply compound the problem- the second
year. There is a cumulative effect, which is one of the advantages
of a fixed target. This cumulative effect prevents either Congress or
the President from trying to influence their relative budget arm to
cheat on the system.

Mr. DIXON. I might only make this observation to my distin-
guished friend, that by and large I like everything so far. If I sense
one place where at least this Senator sees some weakness, it might
be addressing this subject because I am not persuaded the Presi-
dent is going to sign a joint resolution that is in particularly sub-
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stantial disagreement with OMB. I do not say that will dissuade
me from what is being done.

Mr. GRAMM. If I might respond one more time. After GAO has
audited CBO and OMB and once they have released their initial re-
ports, you are going to have a tremendous amount of pressure in
terms of public opinion and congressional opinion, and some con-
straint on the administration and the Director of the Office of
Management and Budget who will have been appointed by the
President, approved by the Congress; which will act as a constraint
on the willingness of the administration and OMB to deviate from
something within reason.

Mr. DIXON. OK. Let me ask two final questions and I will con-
clude.

This is important to me. My colleague from Texas knows that we
both serve on the Armed Services Committee. We have certain
fixed opinions about what our sense of priorities are with respect to
our national security interests.

I think the Senator from Texas knows that I am very, very
strongly opposed to giving the Chief Executive discretionary power
with respect to the weapons system. I do not have too much prob-
lem with respect to personnel. Is it implicit, I ask my colleague
from Texas, in the discussions that have transpired between the
three principals that are on the floor, the Senator from New
Mexico who is off it, that we are not going to go through some sep-
arate distinct other exercise where we are divided on that ques-
tion?

Mr. GRAMM. If I might say to my distinguished colleague, we
worked out what I believe is a reasonable compromise and one that
I intend to support.

Mr. DIXON. I thank the Senator, and I interpret that to mean
that the Senator will support this concept, leaving to the Congress
those who might be of the very liberal persuasion subject to the
deep bite on the domestic social programs and the President who
might be disposed to some of his pet choices in the defense initia-
tives subject to that same deep bite without any discretionary au-
thority.

Mr. GRAMM. I might say, if the distinguished Senator from Illi-
nois is going to support the proposal on that basis, then I will cer-
tainly defend it with all my strength.

Mr. DIXON. The Senator is a generous, generous man.
My final question is this. I have heard so many different num-

bers that I am not quite clear. What is the number working from
this year in working toward the threshold number? What does the
Senator say that number is?

Mr. GRAMM. Well, we only have one estimate and even that esti-
mate is being revised that estimate protects the deficit to be, and
not including the sale of REA loans, about $186 billion. Now this
bill, if adopted, is going to require that CBO and OMB report on
their economic baselines so they can actually be written into the
conference report that will accompany this debt resolution. I un-
derstand that CBO is now making it's final determination, and
OMB is making it's final determination, so I do not believe that
CBO has officially set out the $186 billion, but that is the only esti-
mate we have for the first year and $198 billion for the second.
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Mr. DIXON. But do I understand from what the Senator has said
that the Senator and my distinguished friend and colleague, the
manager and the Republican manager, and others, have made the
kind of inquiries that make them feel that is a fairly reliable figure
on the basis of what we know on this day?

Mr. GRAMM. As of right now it is the only figure we have.
Mr. DIXON. I simply want to say, Mr. President, that I thank the

Senator from Texas for clarifying for this Senator what this
amendment does and I feel sincerely that the distinguished manag-
er, the Senator from Florida, the Senator from Texas, the Senator
from New Mexico, the Senator from South Carolina, have made a
very important and substantial contribution in the efforts that
they have been devotedly involved in for the last few days, and cer-
tainly I will support with great enthusiasm, may I say, this amend-
ment when it is appropriately offered at the appropriate time by
my friend and colleague, the distinguished senior Senator from
Florida, and I congratulate them all on a job very well done.

Thank you.
I'eld back the floor, Mr. President.

• CONRAD. Mr. PresiLcrnt, will the Senator from Texas yield for
a question?

Mr. GRAMM. I am happy to answer a question.
Mr. CONRAD. My understanding for fiscal 1988 in the proposal

that will be before us soon is that the deficit target would be $150
billion plus a tolerance level of $10 billion. Is that correct?

Mr. GRAMM. If I might explain, if the deficit in the final determi-
nation by CBO, OMB, and GAO was $150 billion plus a margin of
error of $10 billion, then there would be no sequester order. If it
was $150 billion plus,$11 billion, then you would sequester all the
way back to the $150 billion.

Mr. CONRAD. You would sequester all the way back to the $150
billion?

Mr. GRAMM. That is right.
Mr. CONRAD. But you would not have a sequester if you were

below or equal to $160 billion. Is that correct?
Mr. GRAMM. The way it is written, the $10 billion provides a

margin of error and so if you were below $160 billion, you would
not have a sequester order. If you were above $160 billion, you
would sequester all the way back to $150 billion.

Mr. CONRAD. Let me continue then and just express my own con-
cern, that in fiscal 1986 we were-headed for a budget deficit, CBO
has just told us, of $161 billion. In fiscal 1988, there would be no
sequester if we have a deficit of $160 billion or below. In other
words, through this mechanism we have no assurance of year-to-
year deficit reduction from fiscal 1987 to fiscal 1988. Is that a cor-
rect construction?

Mr. GRAMM. That is correct.
If the distinguished Senator would yield further, you need to re-

alize that this $161 billion deficit is produced in part by a one-time
windfall in fiscal 1987 of $20 billion of revenues from tax reform.
So the deficit on the basis of the revenues we are expecting for the
coming year would be $181 billion, not $161 billion. Interest rates
have gone up and not down, and that is catching only the tail end
of fiscal year 1987, but it is going to hit fiscal year 1988 from the
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start and the combination of the two means that the fiscal year
1988 deficit, with current interest rates and without that tax wind-
fall will be about $186 billion.

Mr. CONRAD. I understand that. My concern, as I think the dis-
tinguished Senator from Texas knows well, is that we are sending
a clear and distinct message to the American people that we are
committed to year-to-year deficit reduction. If we go back to
Gramm-Rudman-Hollings that existed last year, there was year-to-
year deficit reduction. There was an understanding then that the
tax bill would have certain unintended effects but there was, none-
theless, a commitment to year-to-year deficit reduction.

I for one am disturbed that we do not have that same commit-
ment in the first year of this proposal. I think that hurts the credi-
bility of the proposal with the American people.

I am further concerned that in fiscal 1989, as I understand it, we
have a target of $130 billion. Is that correct?

Mr. GRAMM. That is correct.
Mr. CONRAD. $130 billion. But that is not a fixed target in the

sense that, as I understand it, if there is $36 billion of program
changes, then we need not reach that target in order to avoid a se-
quester. Is that correct?

Mr. GRAMM. That is correct. The reason is that in 1989 because
of the tax reform package, there is a tremendous amount of uncer-
tainty with regard to what revenues are going to be; as a result, we
have included this one-time provision until we gain some experi-
ence with the new tax policy. If Congress and the President make a
$36 billion reduction in fiscal 1989 as a result of policy changes in
the deficit, in that year there would not be a sequester.

Mr. CONRAD. Again, my concern flows from the fact that again
we are not assured then of year-to-year deficit reduction in the first
2 years of this plan and yet at the end of the plan in the last 2
years of the plan, then we have fixed targets set out in this fix. Is
that correct in the last years there were fixed targets?

Mr. GRAMM. It is correct. If I may say to the distinguished Sena-
tor, I go back to the point that I made earlier about the tax bill.
We had a requirement that it be deficit neutral over 5 years, but
we all knew that there were year to year fluctuations. In fact, an
amendment that I offered with the distinguished Senator from
New Mexico, which was adopted by the Senate, said do not count
as deficit reduction the $20 billion windfall the first year because
during the next 2 years you have a $20 billion loss. Our amend-
ment said'we should set aside the $20 billion and only score it in
those years with revenue losses. Unfortunately, the amendment
was not retained in conference.

The reason that you can project a $36 billion deficit reduction
from current services in fiscal year 1988, but can get a $45 billion
reduction between 1990 and 1991 is because we are estimating that
revenues will start rising again and the deficit will start falling
without any congressional action. That is where this kink comes
from in the targets.

Mr. CONRAD. I understand that. We were in a posture, however,
when we had the original Gramm-Rudman-Hollings of uncertainty
about revenue. There is always uncertainty about revenue, certain-
ly greater uncertainty when we introduce a tax reform measure.

4 &
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But in that bill, we had clear targets set out year to year and it
was clear year-to-year deficit reduction.

And now, in the first year of this new plan, what concerns me
greatly is that we have no assured deficit reduction in the first
year. In the second year, we have an unfixed target which means
we might be faced with a situation in which we have no deficit re-
duction the second year. And then we start getting fixed targets.
And I am a little concerned that we have got a bifurcated approach
here, one in which you have assured deficit reduction toward the
end of the program, but at the front end of the program, no year-
to-year reduction from the 1987 to 1988 and no fixed target in 1989.
And it is hard to tell in 1990 and 1991 that you are on a fixed
taret basis.

Mr. GRAMM. May I respond to that before the distinguished Sen-
ator continues? Let me make this point, and I say this as one who I
believe has had a credible record at least in my efforts to reduce
the deficit.

Our basic problem is that in 1985 we did not have a new tax
stem. We had a long experience with the existing tax system.
N ow we have adopted a new system. We all knew it was going to
have a $20 billion revenue surge in fiscal 1987, so we are all cele-
brating the deficit decrease to $161 billion down from $233 billion
and assisted by that nonrecurring $20 billion revenue. Second,
there is that uncertainty I mentioned about revenues in 1989.

But I want to say this to my distinguished colleague, if we do not
fix Gramm-Rudman, the deficit is not going to be $161 billion this
year, because we are going to see a surge of spending here at the
end of the year and it is going to be $170 billion. If we do not fix
the Gramm-Rudman-Hollings law, the deficit is not going to be
$186 billion next year, it is going to be $200 billion.

Maybe we do not reduce the deficit as fast as some would like.
Quite frankly, I would have supported tougher targets, but I am
not sure they would have been realistic. What I want to get out of
this is a system that we have a fighting chance to try to make
work.

As we know in my part of the country, you do not put a boot on
by putting the tightest part of it on first. You slip your- foot into
the top of the boot. And it is real easy until you get own to where
your foot starts to turn to go in the bottom of the boot. And then, if
it is a good boot, you have straps on the side and you have to pull
on those to get the boot on. If it is not that way, it does not wear
well.

I hope my colleague will look beyond all the technical explana-
tions-and I can justify these numbers on technical estimates, on
tax reform, and on what has happened to interest rates, but it goes
beyond that.

We spend around here on a back loaded basis. We pass a bill and
we say, "Oh, this is only $100 million." And the first year it is $250
million, the next year it is $500 million, the next year it is a billion
dollars and the next year it is $2 billion. And if anybody had
known it was going to be $2 billion, they would never have voted
for it.

I am just saying that, are we to believe that if you cannot spend
money except by back loading programs, that you can save money
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in any other way? If we are going to get Congress to make this
truly significant commitment to put itself under the gun, you
cannot reach out the first year and seek some kind of economic
miracle. And I think that the fact that we could put in place a
system that forces a discipline we do not now have would be a big
enough justification to begin the process slowly.

But, the reality is that we are not going into it slowly. This is
going to be tough. It is going to be hard to meet these targets. With
next year's Presidential election, there is going to be an incentive
to spend the taxpayer's money. In election years for the last 20
years Federal spending has grown by 11 percent a year. The incen-
tive for the administration, any administration, to spend all this
money in States with electoral votes is going to be huge. The incen-
tive for Congress to spend money is going to be huge. Meeting that
$130 billion target in fiscal 1989 is going to be the toughest chal-
lenge that any Congress in a decade is going to have, in my opin-
ion, or going to have had.

Mr. CONRAD. And we have a target there that is not fixed, so we
probably will not meet it at all. And that is of great concern to this
Senator.

I must say I am not asking for an economic miracle. You talk
about putting on boots. We put on boots in my part of the country,
too. And I can tell you when you put on boots, the best way to put
them on is to put them on.

What I am concerned about here is the very first year we are not
making any year-to-year deficit progress. And I just think that
sends the wrong signal.

I do not think it would be out of place to have a lower target
than the one that is put in this particular measure. I would be in-
terested in knowing the reaction of the Senator from Texas to a
deficit target of, say, $135 billion with $5 billion in tolerance, or
$140 billion with $5 billion of tolerance in the first year, instead of
having the target of $150 billion plus $10 billion of tolerance which
assures us, virtually assures us, we are going to have no year-to-
year deficit reduction.

Mr. GRAMM. If the distinguished Senator will yield on that, and I
will be brief, we are going to recess next Friday and then we are
coming back in the middle of September. Then roughly 21/2 weeks
later we either meet the targ-et or we have a sequester. So, we now
have only about 31/2 weeks to bring the deficit down by $36 billion
to avoid a sequester.

I am simply saying that that is going to be a lot of heavy lifting.
Even if CBO revises its estimate downward, because the economy is
getting stronger in some areas, we are still looking at $25 or $30
billion. And trying to come up with $25 or $30 billion of deficit re-
duction in 3 weeks is going to be very, very difficult.

Mr. CONRAD. Will the Senator yield on that point?
-Mr. GRAMM. I am happy to yield.
Mr. CONRAD. That brings me to the next question I have about

this proposal. I would like at some point to ask the Senator from
Florida about it as well.

But I would like to start with the reference that you have just
made. My understanding is the budget resolution that we have put
in place would take us to a fiscal 1988 deficit of approximately $152



123

billion. That is CBO's new number, about $152 billion. The num-
bers in this plan mean no sequester if you are $160 billion or
below. So, based on the budget resolution we have already passed
and worked months on, there would be no sequester. That assumes
the $19 billion of revenue that the President says he will have no
part of.

And let me just ask if what we have put in place here does not
actually remove virtually all of the pressure on the President to go
along with any revenue, and let me just set the stage as to how I
get there. If we have $160 billion in this proposal before there is
any sequester-$160 billion-and we are at $152 billion with reve-
nue, $171 billion without revenue, that would leave the President
with about a $20 billion potential sequester facing him; is that cor-
rect?

Mr. GRAMM. If Congress lived within the constraints of the
spending it adopted in the budget resolution you would be looking,
if you took your numbers, at about $171 billion deficit, which would
be a $21 billion sequester.

But I remind my colleague that the Appropriations Committee,
even today, could not come to a firm agreement on the allocation of
the discretionary spending in budget.

So I am just simply saying that we cannot assume that the disci-
pline of that budget is going to be fulfilled if we do not have some
kind of binding constraint. But that is right, $21 billion is seques-
tered.

Mr. CONRAD. That is my understanding. Let me ask one other
question. On the $10 billion tolerance level, it is my understanding
that in the original Gramm-Rudman there was a $10 billion toler-
ance; in the additional Chiles' fix there was no $10 billion toler-
ance-is that correct? In the original Gramm-Rudman there was a
$10 billion tolerance every year?

Mr. GRAMM. There has always been a $10 billion margin of error
in the Gramm-Rudman-Hollings law. There was not in the initial
Chiles' proposal this year.

Mr. CONRAD. All right. Now, is it not correct-it was my under-
standing, at least-that the $10 billion margin of error or tolerance
level, call it what you will, in the original Gramm-Rudman, was so
that when we had the summer correction, or the summer update
by CBO and OMB, following the January or February numbers,
that that $10 billion would be the margin of error or the tolerance
level for the changes that one might find from the January or Feb-
ruary forecast to the summer forecast?

Mr. GRAMM. It was a combination of things. First, the idea
behind it was to provide a statistical margin of error. And second, a
sequester is very expensive. It disrupts thousands of programs, af-
fects millions of people, costs a lot of money.

So, the logic was that if you came within $10 billion of meeting
the target, that it would be counterproductive to sequester any-
thing less than $10 billion.

On the other -hand, if you miss the target by more than 10 bil-
lion, you must cut all the way back to the target.

And remember, we are projecting what is going to happen eco-
nomically over the next year, and we certainly would not be
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achieving our goals if we put everything through a cut only to have
it turn out that all these edonomists at CBO and OMB were wrong.

So, we thought having a margin of error in the original bill of
$10 billion, was a reasonable approach, remembering that we are
not going to find perfection in any bill. What we are simply trying
to do is come up with a workable program.

Mr. CONRAD. Well, let me just conclude by saying that I am con-
cerred about not having year-to-year deficit reduction. I would
myth prefer and I think this proposal would be much stronger if
you had a lower target, say $140 billion plus $5 billion of tolerance,
rather than the $150 and 10.

At least then you would be able to go to the American people
and say these are realistic targets that keep the commitment that
was made previously to assure year-to-year deficit reduction.

I just do not think it sends a very good message to put in place a
fix that in the very first year, right out of the box, we do not show
year-to-year deficit reduction.

That concerns me. I would be interested in knowing if an amend-
ment were offered that would lower the first year targets-not
some draconian lowering, but something that would assure us of
year-to-year deficit reduction, say $140 plus $5 billion of tolerance,
if the Senator from Texas could accept that?

Mr. GRAMM. Well, it is like the question the distinguished Sena-
tor from Illinois asked me: Was I going to vote for something to
allow more defense flexibility, which is something I believe in; and
I told him no because I supported this package.

For the same reason I support the targets in this package, be-
cause they are part of the bipartisan compromise that we put to-
gether.

But I remind my colleague that if we went to a target of $140
billion just so we could go home and say we have guaranteed a re-
duction of the deficit from this year by $20 billion, which by the
way would actually be $46 billion on the basis of what we are going
to be scored on initially, we would have to reduce the deficit, be-
tween now and October 1, by $3 billion for every day we are in ses-
sion in order to meet the target.

Mr. CONRAD. The Senator from Texas perhaps knows I have a
plan that would do that. We can do it in a half hour, $3 billion,
with not much pain associated with it, really, either. It would be 2
or 3 percent on budget authority. That is not a draconian reduction
in spending. But that would get you those kinds of savings.

Then you could go to the American people and stand up tall and
be forthright, look them in the eye and say, "We kept the faith. We
gave you precisely what we promised to give you when we started
down this road several years ago and that is year-to-year deficit re-
duction."

If it was acceptable on the other side of the aisle, would the Sen-
ator from Texas be willing to accept a smaller target, a lower
target, greater deficit reduction in the first year and the second
year for that matter?

Mr. GRAMM. If I might respond, this is a compromise that has
been put together to try to get support on both sides of the aisle, to
try to get a bill that the President will sign, and I just would like
to conclude, unless there is another question, by saying this: We all
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have to ultimately decide: do we want to be judged on the basis of
what we say we are for or for what we actually do? On our speech-
es or on our actions? That is the real question, I think.

I believe that if we choose to be judged on the basis of what actu-
ally happens to America and on the basis of- our leadership, that
this package that we have here, despite its imperfections, is a pack-
age that should be supported, and which, if implemented, is going
to dramatically change the Congress and is going to dramatically
change America.

We can all be for more than this, but I think, quite frankly, that
this is all we have any realistic chance of getting. We may not get
it.

So I am for this package. I think it is a good package. I am proud
of it. I wish the deficit were coming down more quickly, but I want
to tell you, it is hard to get the deficit to come down at all. I think
that this bill, if adopted, is going to dramatically change the way
we do business and that, at the end of your term, in 6 years, if we
adopt this bill, the deficit is going to be dramatically lower than it
is today-hopefully we will be balancing the budget.

On the other hand, I think that we might all come up with more
that we would want to do but I think the reality instead would be
that the deficit would probably be $200 billion a year without this
kind of binding constraint. And that is the question we all have to
ask, because legislation is compromise.

Do you want to be judged on what you say you prefer, so you can
go back home and say well, I wanted to cut $50 billion or $60 bil-
lion? Or do you want to be judged on what actually happens to
America?

It is on that basis that I urge my colleague-because I have a
great deal of respect for him and for his sincerity on this budget
issue, and I welcome both of those in this battle because it is going
to be a long and hard one-that I urge my colleague to look at this.
I hope he decides to support it because it is a step in the right di-
rection; it is a very firm step and it is going to be a very difficult
one before it is over, even this year. It is going to be very difficult.

Mr. CONRAD. Let me just conclude by saying I think the Senator
from Texas knows-and the Senator from New Mexico-that I am
very eager to see a fix. I am personally convinced that it is going to
take a mechanism like this one to provide the discipline both down
the street and here for us to achieve deficit reduction.

But I do think this particular package could be improved some-
what. I am not talking about some dramatic difference but I do
think we would do well to think a little bit longer before we close
out the possibility of revising the targets in the first 2 years so that
we could absolutely assure the American people that we are going
to have year-to-year deficit reduction.

Given the fact that we are still in a period of economic expan-
sion, this is the time to bite the bullet. We do not know what the
economy is going to be like 4 years down the road. I am a little
concerned with fixed targets because of the economic implications.
If we are in a period of recession, I understand there is some way
of dealing with that in this provision. I have not seen those provi-
sions yet. But I am concerned that we do not bite more of the

51-721 0 - 93 - 5
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bullet right now and assure the people that we are going to have
year-to-year deficit reduction.

Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. Mr. President, I think the distinguished Senator

from Florida will be on the floor shortly. When he arrives, my
friend from Texas will send the amendment to the desk. I think we
should await the arrival of Senator Chiles because he will want to
be here at that time.

Mr. President, I was discussing this measure in general terms
and, frankly, in my remarks I said there will probably be some who
would come down here and suggest that we ought to lower the tar-
gets to reduce the deficit more rapidly.

I might say to my friend from North Dakota I thought of you be-
cause I figured you would be here and that you would raise that
point. I heard you ask whether lower targets would be acceptable.
Let me suggest, not to me. I do not think it would be acceptable to
those who have worked on the measure. But obviously, one of the
really exciting things about the United States is that 51 Senators
or a majority can make that kind of decision. I frankly would
argue against it.

I can say to the U.S. Senate without any fear whatsoever, not an
ounce or even a fraction of trepidation, that if we are concerned
about the reaction of the American marketplace to our efforts
here, that probably the most significant thing we can do is to pass
a bipartisan, mandatory sequester to enforce fixed targets. I do not
have one ounce of fear that they would not think, that marketplace
looking at us, that with what they know about the projections that
$150 billion for next year with a $10 billion float, and $130 billion
the next year, with a maximum of $36 billion and right on down
for 5 years-not one ounce of concern on this Senator's side that
they are going to think that is not enough. What they are really
going to be looking at is whether we are even going to do this. We
are not sure we are even going to pass this, not at $140 billion or
$130 billion for the first year, or $150 billion. There is no assurance
that it is going to pass. We still have to go to conference. These
measures have some way, somehow or another, of getting compli-
cated and causing people to choose sides over issues that have far
less to do with the reality of getting a real handle on the deficit in
a way that will work, that is practical. They have a way of getting
off on other things.

I predict before we are finished tonight there will be discussions
on the defense sequester question. There may be a few votes just on
that issue.

So I say to my good friend from North Dakota who is a valued
member on the majority side on the Budget Committee: I know of
your genuine interest in reducing the deficit. Although you are a
recent arival, I am absolutely complimentary of your quick grasp
of this issue and of your willingness to make tough votes. I compli-
ment you for that. I only hope that if this needs an extra vote,
whenever it is that we finally say yea or nay to this bipartisan pro-
posal, I hope you are on the yea side. I hope you have had an op-
portunity to try what you may to fix it, if that is what you want,
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but that you will be on the side of saying let us do this, rather than
let this opportunity pass.

Now, Mr. President, I understand the distinguished Senator from
Florida is here and we are ready to proceed.

Mr. Gramm addressed the Chair.
The PRESIDING OFFICER. The Senator from Texas.

Amendment No. 645

(Purpose: To revise the procedures set forth in the Balanced Budget and Emergency
Deficit Control Act of 1985, and for other purposes)

Mr. GRAMM. Mr. President, I sent an amendment to the desk on
behalf of myself, Mr. Chiles, Mr. Dominici, Mr. Dole, Mr. Hollings,
and Mr. Rudman, and ask for its immediate consideration.

The PRESIDING OFFICER. The clerk will report.
The assistant legislative clerk read as follows:

The Senator from Texas (Mr. Gramm), for himself, Mr. Chiles, Mr. Domenici, Mr.
Dole, Mr. Hollings, and Mr. Rudman, proposes an amendment numbered 645.

Mr. GRAMM. Mr. President, I ask unanimous consent that fur-
ther reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:
The text of amendment number 645 is printed in today's Record

under Amendment Submitted.) I
Mr. DOMENICI. 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. SIMPSON. 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. SIMPSON. Mr. President, while our colleagues continue to

work on this issue and they are doing that very capably-and I cer-
tainly hope we can reach a result-I want to commend them for
the long hours and very hard work they have put into the effort
which is now before the Senate.

All of us wait anxiously for the final product, and I look forward
to a solid and bipartisan effort to address these real concerns about
the Federal budget. It is obvdinsly one of the most vexing things we
do.

Each of us can point to provisions in this proposal that we might
want to alter to fit our own preference, but this is a good compro-
mise, and I believe it is one that we should all try to support. It is
certainly not perfect, but no legislation is so devised. It is odd that
people continue to expect perfection of us and do not have it in
their own lives. That has been a very curious thing to me. I have
also discovered in my tenure here that we are institutionally in-
capable of saying "no," and that is why we are working today to fix
the budget straitjacket of Gramm-Rudman-Hollings.

When people say, "If you would just use your willpower and self-
discipline," that is impossible, because the constituent groups of

I See p. 131.
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the United States have become as sophisticated as the machinery
of Government and the machinery of commerce.

So, contrary to what some critics say of the Gramm-Rudman-Hol-
lings law, our efforts in that direction have borne some fruit. We
have begun to see a downward path on deficits. The only way we
will ever get it done is through this kind of heavy-handed activity
pressed upon ourselves.

The reinstatement of the sequestration mechanism will take us
one step further along the road to some type of appropriate final
product.

This package does not meet the original deficit targets which we
established 2 years ago, but it will serve to meet the objectives of
having a balanced budget by 1992. The original law has already
forced Congress to begin paying for the programs it wants enacted
7b requiring a supermajority. I would hate to lose that provision.he new proposal corrects that and gives us the supermajority for
any legislation which breaches the deficit targets, and that amend-
ment will tighten that requirement.

This is not a popular step we take today. I do not want to see my
favorite programs ripped up any more than the next person does,
but I think we have to take the heavy medicine of the across-the-
board sequestrations if we fail to do our job and we have failed.

I particularly thank Senators Chiles, Domenici, and Gramm.
Their efforts are absolutely tireless in trying to devise a mecha-
nism whereby we can put the teeth back into Gramm-Rudman-Hol-
lings. They work well together. The more interesting part is that
we rely on them. There are other players: The Senator from Louisi-
ana [Mr. Johnston] and many others. But we have come to rely on
Senators Chiles, Domenici, and Gramm for our expertise and our
background to prepare for the appropriateness of the debate.

ORDER OF PROCEDURE

Mr. BYRD. Mr. President, I have been discussing the outlook for
the evening with the manager and the ranking manager and with
Mr. Johnston, who has an amendment to the pending amendment,
and I was about to say that I think we ought to just go out and
start again in the morning, start at 9:30 a.m. on the amendment.

Mr. Johnston, I believe, has indicated that he believes he can be
ready by 9:30 to begin to present his amendment and explain it.

Mr. JOHNSTON. Mr. President, if the Senator will yield, I will be
ready to begin debate on the pending amendment, that is, what I
would call the Gramm-Rudman amendment. I do not know that I
will lay down an amendment at that time. I may want to discuss
the principal amendment. I may have motions or I have not decid-
ed, frankly, on what the tactics will be, but I will be ready to begin
on the bill at 9:30.

Mr. BYRD. At 9:30.
Could there be some debate tonight? Does the Senator want to

speak on the pending amendment tonight?
Mr. JOHNSTON. I would not mind speaking a while if the Senator

would like me to. But I will have to repeat it tomorrow because
part of this is an educational process. I want Senators to under-
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stand what is in this amendment. I may end up, as I said a
moment ago, getting educated myself. This is a very difficult, far-
reaching amendment. It is so many pages, and to get an answer to
it you have to go pull out the law book because it refers to various
statutes. So I may end up getting educated myself.

But I think that the Members do not understand really what this
is doing and I will want to have a full discussion on that before we
vote.

I think the moment we say the Members are not going to be
here, they will be long gone and, as an educational forum, this will
not be very helpful.

Mr. BYRD. Very well.
Mr. President, I should state there will not be any more rollcall

votes today.
The Senate will resume consideration of the pending amendment

at 9:30 a.m. tomorrow morning. Tomorrow is Friday. I think we all
should keep in mind that this resolution has to go to conference
after the Senate acts on it. It still has to go to conference and the
differences between the two Houses have to be resolved there and
the conference reports have to come back from both Houses, and
the deadline now, the new deadline, I believe, is Thursday at mid-
night, this coming Thursday, and we all have been told that if we
do not complete our work on the debt limit extension by the time
that deadline arrives, we have to stay, we have to be around in
August until we complete work on this matter. We just cannot
simply go off to the four corners and leave this matter pending be-
cause the Government will shut down and it cannot pay its debts
and cannot meet its obligations and the Social Security recipients
will not receive their checks and the veterans will not receive their
checks.

So I hope we all fully understand that there is a gun at our
heads and I hope we will come in in the morning at 9:30 and get
busy and stay on this matter and have a long day of work tomor-
row.

We really ought to come in Saturday if we are not going to finish
tomorrow. We can make that decision at the close of business to-
morrow, I suppose, or sometime tomorrow.

I thank the Senator for yielding.

DEBATE RESUMED

The PRESIDING OFFICER. The Senator from South Carolina.
Mr. HOLLINGS. Mr. President, I commend our chairman, Senator

Chiles, our ranking member, Senator Domenici, and Senator
Gramm. They have done a yeoman's task. It has been an extraordi-
narily difficult assignment to come up with this compromise and
they can be proud of their work.

Mr. President, from the White House we have heard a lot of talk
about the need for budget process reform, streamlining the budget,
and so on. But the real issue, here, is not process. The issue is poli-
tics. We are not faced with a challenge of legislative technique and
skill. We are faced with a challenge of political will.
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The fact is, we are pretty much back to square 1 in our budget
reduction effort. We are back to where we were in December of
1985, when we passed the original version of Gramm-Rudman-Hol-
lings. In late 1985, Congress and the President confessed the obvi-
ous. We confessed that-absent some dire external threat-we
were unwilling to take the tough measures required to shrink the
deficit. In G-R-H I, we said, in effect: Save us from ourselves. Stop
us before we kill again.

And, lo and behold, G-R-H I worked. Thanks to Gramm-
Rudman-Hollings, we have witnessed a virtual freeze on Federal
spending during the current fiscal year. Consider that from 1965
through 1985, Federal spending increased an average of 11 percent
per year. By contrast, from 1985 to 1986, the first year of Gramm-

udman-Hollings, spending increased by 5 percent. And between
1986 and 1987, thanks largely to Gramm-Rudman-Hollings, spend-
ing increased only 2 percent-roughly equal to the rate of inflation.

But this very real progress is now in jeopardy. The hard reality
is that when the Supreme Court struck down the Gramm-Rudman-
Hollings sequester trigger, the discipline was effectively broken.
Yes, we pretended to meet the Gramm-Rudman-Hollings target of
$144 billion for fiscal 1987, but the smoke and mirrors fooled no
one. The teacher had declared recess. The punch bowl was freshly
spiked.

Accordingly, we now hear a hue and cry from Congress that the
deficit target of $108 billion is "impossible." CBO warns us that the
budget resolution for 1988 will leave us with a deficit of $152 bil-
lion-and even that assumes Mr. Reagan will sign off on the pro-
posed $19 billion in new taxes.

I repeat, we are back to the desperate straits of December 1985.
Congress refuses to make necessary spending cuts. And the Presi-
dent-still wandering in his woozy supply-side wonderland-is
dead-set against a tax increase. We are confronted by a conspiracy
of the weak, a coalition of the irresponsible.

The simple fact is that Congress and the President lack a com-
pelling incentive to do the painful, thankless job of slashing the
deficit. There is simply no political payoff in cutting popular pro-
grams or in raising taxes. So we bemoan the killer deficits, but
refuse to do anything meaningful to reduce them.

Therein, Mr. President, lies the beauty and necessity of the
Gramm-Rudman-Hollings sequester threat. It creates a very power-
ful incentive for politicians to do their duty. We have seen it
before: faced with the potential holocaust of a sequester, this Con-
gress can work wonders. Faced with deep cuts in his beloved de-
fense budget, the President will step up to the batter's box and
play ball.

Mr. President, it appears to be the consensus view of Congress
and the executive branch that the original Gramm-Rudman-Hol-
lings target of $108 billion is no longer feasible. I disagree with
that consensus. Indeed, I have previously offered a budget plan
that met the $108 billion target for 1988-a plan that had 8 sup-
porters in the Budget Committee from both sides of the aisle.

But I also realize that the political winds have decisively shifted.
As a practical matter, the $108 billion target for 1988 is dead. Yet
the central thrust of Gramm-Rudman-Hollings-to compel deficit

J
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cuts under threat of sequester-is stronger than ever, more neces-
sary than ever.

Accordingly, I support the tradeoff that is embodied in this bill.
By restoring an effective sequester trigger, this bill puts the starch
of enforcement back into Gramm-Rudman-Hollings. Indeed, this
amendment is 999Ao percent pure Gramm-Rudman-Hollings as we
originally wrote it in 1985, with only two differences: first, we have
put in a new set of fixed targets, revised in light of current Con-
gressional Budget Office budget projections, and, second, instead of
the General Accounting Office signing off on the sequester order-
the procedure that was ruled unconstitutional by the Supreme
Court-that role is now played by the Office of Management and
Budget. And we have taken great pains to limit OMB's renowned
creativity with budget numbers-we have explicitly spelled out a
whole series of economic assumptions which OMB must conform to.
And let me note, too, that there is no backsliding in this new
Gramm-Rudman-Hollings. Its targets and requirements remain ex-
traordinarily ambitious, leading to a balanced budget in fiscal year
1992.

Mr. President, I am heartened by the bipartisan support in Con-
gress for G-R-H II, for a restored sequester trigger. G-R-H II rep-
resents a renewed declaration of Congress's commitment to rat-
cheting down the deficits. I urge Mr. Reagan to join us in this re-
newed commitment. He has toured the country preaching the vir-
tues of a balanced-budget amendment. That's fine and dandy. But
the real-world solution lies in Gramm-Rudman-Hollings. As a prac-
tical political matter, Gramm-Rudman-Hollings is the only game in
town. It's time to close ranks and make it work.

Mr. DoMENICI. Mr. President, might I say to Senator Hollings
before I leave that I heard his brief remarks and I am sure his ex-
tended remarks will serve a very useful purpose in analyzing the
history and the significance of this, but I could not let this moment
pass without saying how much we appreciate his work. He has
been consistent for doing something like this that would make us
bite the bullet.

I thank him for his help and consistency in all respects with ref-
erence to this.

Mr. HOLLINGS. I thank the Senator very, very-much.

AMENDMENTS SUBMITTED

Gramm (and Others) Amendment No. 645
Mr. Gramm (for himself, Mr. Chiles, Mr. Domenici, Mr. Dole, Mr.

Hollings, and Mr. Rudman) proposed an amendment to the joint
resolution (H.J. Res. 324) increasing the statutory limit on the
public debt; as follows:

At the end, add the following new titles:
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TITLE 11-BUDGET AND FISCAL PROCEDURES

PART A-DEFICIT REDUCTION

SHORT TITLE; REFERENCE

SEC. 201. (a) This title may be cited as the "Balanced Budget and Emergency Defi-
cit Control Reaffirmation Act of 1987".

(b) Except as otherwise specifically provided, whenever in this part an amend-
ment is expressed in terms of an amendment to a section or other provision, the
reference shall be considered to be a reference to a section or other provision of the
Balanced Budget and Emergency Deficit Control Act of 1985.

SEQUESTRATION PROCEDURES

SEC. 202. (aXI) Section 251(b) is amended to read as follows:
"(b) REPORTS BY THE COMPTROLLER GENERAL AND THE DIRECTOR OF OMB.--

"(1) REPORT TO THE DIRECTOR OF OMB AND THE CONGRESS BY THE COMPTROLLER
GENERAL.-

"(A) REPORT TO GIVE DUE REGARD TO OMB-CBO REPORT.-The Comptroller
General shall review and consider the report issued under subsection (a) by
the Directors for the fiscal year and, with due regard for the data, assump-
tions, and methodologies used in reaching the conclusions set forth therein,
shall issue a report to the Director of the Office of Management and Budget
and the Congress on August 25 of the calendar year in which such fiscal
year begins, estimating the budget base levels of total revenues and total
budget outlays for such fiscal year, identifying the amount of any deficit
excess for such fiscal year, stating whether such deficit excess will be great-
er than $10,000,000,000 (zero in the case of fiscal year 1992), specifying the
estimated rate of real economic growth for such fiscal year, for each quar-
ter of such fiscal year, and for each of the last two quarters of the preced-
ing fiscal year, indicating whether the estimate includes two-or more con-
secutive quarters of negative economic growth, and specifying (if the excess
is greater than $10,000,000,000, or zero in the case of fiscal year 1992) the
percentages by which defense and non-defense accounts must be reduced
during such fiscal year in order to eliminate such deficit excess. Such
report shall give due regard to the estimates, determinations, and specifica-
tions contained in the report submitted by the Directors under subsection
(a) and shall use the budget base, criteria, and guidelines set forth in sub-
section (a06) and in sections 255, 256, and 257.

"(B) CONTENTS OF REPORT.-The report of the Comptroller General under
this paragraph shall contain such views as the Comptroller General consid-
ers appropriate concerning the estimates, determinations, and specifications
contained in the report submitted by the Directors under subsection (a).
The report of the Comptroller General shall explain fully any differences
between the contents of such report and the report of the Directors under
subsection (a).

"(2) REPORT TO PRESIDENT AND CONGRESS BY THE DIRECTOR OF OMB.-
"(A) REPORT TO GIVE DUE REGARD TO GAO REPORT.-The Director of the

Office of Management and Budget shall review and consider the report
issued by the Comptroller General under paragraph (1) of this subsection
for the fiscal year and, with due regard for the data, assumptions, and
methodologies used in reaching the conclusions set forth therein, shall issue
a report to the President and the Congress on September 1 of the calendar
year in which such fiscal year begins, estimating the budget base levels of
total revenues and total budget outlays for such fiscal year, identifying the
amount of any deficit excess for such fiscal year, stating whether such defi-
cit excess will be greater than $10,000,000,000 (zero in the case of fiscal year
1992), specifying the estimated rate of real economic growth for such fiscal
year, for each quarter of such fiscal year, and for each of the last two quar-
ters of the preceding fiscal year, indicating whether the estimate includes
two or more consecutive quarters of negative economic growth, and specify-
ing (if the excess is greater than $10,000,000,000, or zero in the case of fiscal
year 1N992), by account, for non-defense programs, and by account and pro-
grams, projects, and activities within each account, for defense programs,
the base from which reductions are taken and the amounts and percentages
by which-such accounts must be reduced during such fiscal year in order to
eliminate such deficit excess. Such report shall give due regard to the esti-
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mates, determinations, and specifications, and views of the Comptroller
General under paragraph (1) and shall use the budget base, criteria, and
guidelines set forth in subsection (aX6) and in sections 255, 256, and 257.

"(B) CONTEmNS OF REPORT.-The report of the Director of the Office of
Management and Budget under this paragraph shall-"(i) provide for the determination of reductions in the manner speci-

fied in subsection (aW3);
"(ii) contain estimates, determinations, and specifications for all of

the items contained in the report submitted by the Directors under sub-
section (a); and

"(iii) state whether the estimates, determinations, and specifications
contained therein are consistent with the views contained in the report
of the Comptroller General under paragraph (1XB), and, if not, shall ex-
plain the reasons for any deviation.".

(2) Section 251(c) is amended-
(A) in subparagraph (A) of paragraph (1), by inserting ", as of October 1,"

after "indicating';
(B) by striking out "President" in subparagraph (A) of paragraph (2) and in-

serting in lieu thereof "Director of the Office of Management and Budget";
(C) by striking out "subsection (b)" in such subparagraph and inserting in lieu

thereof "subsection (bXW)"; and
(D) by adding at the end of such subparagraph the following new sentence:"Such report shall be based upon the same economic and technical assumptions,

employ the same methodologies, and utilize the same definition of the budget
base and the same criteria and guidelines as the report submitted by the Comp-
troller General under subsection (bXW) (except that subdivision (11) of subsection
(aX6XDXi) shall not apply)."; and

(D) by striking out subparagraph (B) of paragraph (2) and inserting in lieu
thereof the following new subparagraph:

"(B) The report of the Comptroller General under this paragraph shall
revise (to the extent necessary) the views contained in the report submitted
pursuant to subsection (b)1XB)."; and

(E)lby adding at the end thereof the following new paragraph:
"(3) REPORT BY THE DIRECTOR OF OMB.-

"(A) On October 15 of the fiscal year, the Director of the Office of Man-
agement and Budget shall submit to the President and the Congress a
report revising the report submitted by the Director of the Office of Man-
agement and Budget under subsection (bX2), adjusting the estimates, deter-
minations, and specifications contained in that report to the extent neces-
sary in the light of the revised report submitted to the Director of the
Office of Management and Budget by the Comptroller General under para-
graph (2) of this subsection.

"(B) The revised report of the Director of the Office of Management and
Budget under this paragraph shall provide for the determination of reduc-
tions as specified in subsection (aX3), shall contain all of the estimates, de-
terminations, and specifications required (in the case of the report submit-
ted under subsection (bX2)) pursuant to subsection (bX2XBXii), and shall ex-
plain any deviation between the revised report of the Director under this
paragraph and the report of the Comptroller General under paragraph (2).

"(C)The revised report of the Director under this paragraph shall contain
estimates, determinations, and specifications for all of the items contained
in the initial report and shall be based on the same economic and technical
assumptions, employ the same methodologies, and utilize the same defini-
tion of the budget base and the same criteria and guidelines as those used -
in the report submitted by the Director under subsection (bX2) (except that
subdivision (II) of subsection (aX6XDXi) shall not apply), and shall provide
for the determination of reductions in the manner specified in subsection
(aX3).

"(D) The revised report of the Director under this paragraph for a fiscal
year shall not contain, with respect to any item, an amount of budget au-
thority, outlays, spending authority (as defined in section 401(cX2) of the
Congressional Budget Act of 1974), revenues, obligation limitation, obligated
balances, unobligated balances, loan guarantee commitments, or direct loan
obligations, which is different than the amount of budget authority, out-
lays, spending authority (as so defined), revenues, obligation limitation, ob-
ligated balances, unobligated balances, loan guarantee commitments, or
direct loan obligations specified for such item in the report of the Director
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under subsection (bX2) for such fiscal year unless, after the Director sub-
mits the report required under such subsection (bX2)-

"(i) legislation is enacted,
"AMi a final regulation is promulgated, or
"Vili) a notice of a sale of assets istpublished in accordance with sub-

section (1),
which requires a change in the estimate of such budget authority, outlays,
spending authority (as so defined), revenues, obligation limitation, obligated
balances, unobligated balances, loan guarantee commitments, or direct loan
obligations for such item.".

(MXA) Section 251(e) is amended by striking out "Directors or the Comptroller
General" and inserting in lieu thereof "Directors, the Comptroller General, or the
Director of the Office of Management and Budget".

(B) Section 251(0 is amended by striking out "subsections (b) and (cX2)" and insert-
ing in lieu thereof "subsections (bXl) and (c02), and the reports of the Director ofthe Office of Management and Budget submitted to the Congress under subsections
(bX2) and (cX3),".

(bX1) Section 252(a) is an,2nded-
(A) by striking out "Comptroller General" the first place it appears in para-graph (1) and inserting in lieu thereof "Director of the Office of Management

and Budget";
(B) by striking out "section 251(b)" each place it appears in paragraphs (1)

and (3) and inserting in lieu thereof "section 251(bX2)";
(C) by striking out "September 1" in paragraph (1) and inserting in lieu there-

of "September 3"; and
(D) by striking out "COMPTROLLER GENERAL'S" in the heading for paragraph

(3) and inserting in lieu thereof "DIRECTOR'S".
(2) Section 252(b) is amended-

(A) by striking out "Comptroller General" each place it appears and inserting
in lieu thereof 'Director of the Office of Management and Budget";

(B) by striking out "section 251(b)" each place it appears and inserting in lieu
thereof "section 251(bX2)";

(C) by striking out "section 251(cX2)" each place it appears and inserting in
lieu thereof "section 251(cX3)"; and

(D) by striking out "October 15" in paragraph (1) and inserting in lieu thereof
"October 20".

(3) FLEXIBILITY WITH RESPECT TO NATIONAL DEFENSE.-Paragraph 2 of section
252(a) is amended to read as follows:

"(2) SPECIAL SEQUESTRATION PROCEDURES FOR NATIONAL DEFENSE.-
"(A) FLEXIBILITY WITH RESPECT TO MILITARY PERSONNEL ACCOUNTS.-

"(i) Notwithstanding subparagraph (BXi) of paragraph (1), the order
issued by the President under paragraph (1) with respect to any fiscal
year may, with respect to any military personnel account-"(I) exempt any program, project, or activity within such account

from the order;
"(I1) provide for a lower uniform percentage to be applied to

reduce any program, project, or activity within such account than
would otherwise apply; or

"(III) take actions described in both subclauses (I) and (II).
"(ii) If the President uses the authority under clause (i), the total

amount by which outlays are not reduced for a fiscal year in military
personnel accounts by reason of the use of such authority shall be de-
termined. Reductions in outlays under defense programs in such total
amount shall be achieved by a uniform percentage sequestration of new
budget authority and unobligated balances in each, program, project,
and activity within each account within major functional category 050
other than those military personnel accounts for which the authority
provided under clause (i) has been exercised, computed on the basis of
the outlay rate for each such program, project, and activity determined
under section 251(d).

"(B) FLEXIBILITY AMONG PROGRAMS, PROJECTS, AND ACTIVITIES.-
"(i) Subject to Congressional approval provided in clause (iv), new

budget authority and unobligated balances for any program, project, or
activity within major functional category 050 (other than a military
personnel account) may be reduced under an order issued by the Presi-
dent under paragraph (1), subject to clauses (ii) and (iii) of this subpara-
graph. To the extent such reductions are made under such an order,
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the President may provide in the order for an increase in new budget
authority and unobligated balances for another program, project, or ac-
tivity within major functional category 050.

"(ii) No order issued by the President under paragraph (1) may result
in a domestic base closure or realignment that would otherwise be sub-
ject to section 2687 of title 10, United States Code.

"(iii) If the President exercises the authority provided under subpara-
graph (A) for a fiscal year, the President may, under this subpara-
graph, only propose decreases (in addition to the decreases required by
the President under subparagraph (A)) and increases of new budget au-
thority and unobligated balance for non-military personnel accounts
such that the total reduction of outlays for defense programs for such
fiscal year required under section 251(aX3XB) is achieved.

"(iv) The President may not exercise the authority provided by this
subparagraph unless, prior to the issuance of an order under paragraph
(1) or under subsection (b)-

"(I) the President submits a report to Congress specifying
changes proposed to be made pursuant to this subparagraph; and

"(II) a joint resolution affirming the changes proposed by the
President pursuant to this subparagraph becomes law.

"(v) Within 5 days after the President submits a report to Congress
under clause (iv1 1 for a fiscal year, but before October 19 of such fiscal
year, the majority leader of each House of Congress shall each intro-
duce a joint resolution which contains provisions affirming the changes
proposed by the President pursuant to this subparagraph. A joint reso-
lution introduced under this clause shall be considered in accordance
with the procedures specified in subsection (b) of section 258, and for
purposes of such subsection, shall be deemed to be a joint resolution in-
troduced under subsection (a) of such section.

"(c) The authority granted to the President under this paragraph shall not be con-
strued to reduce the total amount of reductions in outlays required under section
251(aX3XB) for defense programs for any fiscal year.".

(c) Part C is amended by adding at the end thereof the following new section:
"SEC. 258. PREVENTION OR MODIFICATION OF PRESIDENTIAL ORDER.

"(a) INTRODUCTION OF JOINT RESOLUTION.-At any time after the Director of the
Office of Management and Budget issues a report under section 251(cX3) for a fiscal
year, but before October 19 of such fiscal year, the majority leader of each House of
Congress may each introduce a joint resolution which contains provisions directing
the President to-

"(1) in any case in which an initial order has not been issued under section
252(a) for such fiscal year, to issue a final order under section 252(b) in order to
reduce the deficit excess for such fiscal year by the deficit excess for such fiscal
year specified in such joint resolution;

"(2) to modify the most recent order issued under section 252 for such fiscal
year in order to implement such deficit excess for such fiscal year; or

"(3) to cancel the implementation of an order issued under section 252(a)-
"(A) with respect to any fiscal year other than fiscal year 1989, if the defi-

cit excess for such fiscal year specified in the joint resolution will be less
than $10,000,000,000; or

"(B) only with respect to fiscal year 1989, if, as a result of the enactment
of laws and the promulgation of final regulations which change spending
and revenue policies for such fiscal year, the deficit for such fiscal year is
reduced below the baseline estimate of the deficit for such fiscal year by an
amount which is not less than $36,000,000,000.

"(b) PROCEDURES FOR CONSIDERATION OF JOINT RESOLUTIONS.-
"(1) EXERCISE OF RULEMAKING POWER.-The provisions of this subsection are

enacted-
"(A) as an exercise of the rulemaking power of the Senate and the House

of Representatives, respectively, and as such they are deemed a part of the
rules of each House, respectively, but applicable only with respect to the
procedure to be followed in the Senate in the case of joint resolutions de-
scribed by subsection (a) of this section; and they supersede other rules only
to the extent that they are inconsistent therewith; and

"(B) with full recognition of the constitutional right of either House to
change such rules (so far as relating to the procedure of that House) at any
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time, in the same manner, and to the same extent as in the case of any
other rule of that House.

"(2) NO REFERRAL TO COMMITTEE.-A joint resolution introduced in the Senate
or the House of Representatives under subsection (a) shall not be referred to a
committee of the Senate or the House of Representatives, as the case may be,
and shall be placed on the appropriate calendar pending disposition of such
joint resolution in accordance with this subsection.

"(3) IMMEDIATE CONSIDERATION.-At any time after a joint resolution is intro-
duced under subsection (a), notwithstanding any rule or precedent of the
Senate, including Rule 22 of the Standing Rules of the Senate, it is at any time
thereafter in order (even though a previous motion to the same effect has been
disagreed to) for any Member of the respective House to move to proceed to the
consideration of the resolution, and all points of order against the resolution
(and against consideration of the resolution) are waived. The motion is highly
privileged in the House of Representatives and is privileged in the Senate and
is not debatable. The motion is not subject to amendment, or to a motion to
postpone, or to a motion to proceed to the consideration of other business. A
motion to reconsider the vote by which the motion is agreed to or disagreed to
shall not be in order. If a motion to proceed to the consideration of the resolu-
tion is agreed to, the resolution shall remain the unfinished business of the re-
spective House until disposed of.

"(4) DEBATE.-Debate on a joint resolution introduced under subsection (a),
and on all debatable motions and appeals in connection therewith, shall be lim-
ited to not more than ten hours, which shall be divided equally between those
favoring and those opposing the resolution. A motion further to limit debate is
in order and not debatable. A motion to postpone, or a motion to proceed to the
consideration of other business, or a motion to recommit the resolution is not in
order. A motion to reconsider the vote by which the resolution is agreed to or
disagreed to is not in order.

"(5) VOTE ON FINAL PASSAGE.-Immediately following the conclusion of the
debate on a joint resolution introduced under subsection (a), and a single
quorum call at the conclusion of the debate if requested in accordance with the
rules of the appropriate House, the vote on final passage of the resolution shall
occur. Such vote shall occur no later than October 19 of the fiscal year to which
the joint resolution relates.

"(6) APPEALS.-Appeals from the decisions of the Chair relating to the applica-
tion of the rules of the Senate or the House of Representatives, as the case may
be, to the procedure relating to a joint resolution described in subsection (a)
shall be decided without debate.

"(7) RESOLUTION FROM OTHER HOUSE.-If, before the passage by the Senate of a
joint resolution of the Senate introduced under subsection (a), the Senate re-
ceives from the House of Representatives a joint resolution introduced under
subsection (a), then the following procedures shall apply:

"(A) The joint resolution of the House of Representatives shall not be re-
ferred to a committee.

"(B) With respect to a joint resolution introduced under subsection (a) in
the Senate-

"(i) the procedure in the Senate shall be the same as if no resolution
had been received from the House; but

"(ii) the vote on final passage shall be on the resolution of the House.
"(C) Upon disposition of the resolution received from the House, it shall

no longer be in order to consider the resolution originated in the Senate.
"(8) SENATE ACTION ON HOUSE RESOLUTION.-If the Senate receives from the

House of Representatives a joint resolution introduced under subsection (a)
after the Senate has disposed of a Senate originated resolution, the action of the
Senate with regard to the disposition of the Senate originated resolution shall
be deemed to be the action of the Senate with regard to the House originated
resolution, provided that this section shall not take effect should either House
amend such resolution.".

(dX1) Section 251 is amended by adding at the end thereof the following new sub-
section:

"(h) SPECIAL RULES RELATED TO FISCAL YEAR 1989.-
"(1) DEFICIT EXCESS.-For purposes of this part, with respect to fiscal year

1989, the deficit excess shall be the lesser of-
"(A) the amount equal to the difference between the estimated deficit for

such fiscal year minus the maximum deficit amount for such fiscal year; or
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"(B) the amount equal to the difference between the amount equal to the
sum of $36,000,000,000 and $10,000,000,000, minus the amount by which the
deficit for such fiscal year is reduced below the baseline estimate of the def-
icit for such fiscal year as a result of the enactment of laws and the pro-
mulgation of final regulations which change spending and revenue policies
for such fiscal year, except as provided in the last sentence of this para-
graph. Under subparagraph (B), the deficit excess for fiscal year 1989 shall
not exceed $36,000,000,000.

"(2) BILLS AND RESOLUTIONS TO BE CONSIDERED.-In preparing any report with
respect to fiscal year 1989 under this section, the Directors, the Comptroller
General, and the Director of the Office of Management and Budget, for pur-
poses of making a determination under paragraph (1XB) shall-

"(A) analyze, only provisions of law enacted, and final regulations pro-
mulgated, during the period beginning on October 1, 1987, and ending on
the date on which the report is made; and

"(B) exclude from the baseline estimate of the deficit any changes in the
deficit which resulted from the enactment of provisions of law and the pro-
mulgation of final regulations during the period beginning on October 1,
1987, and ending-

"(i) in the case of a report under this section by the Director of the
Congressional Budget Office, on the date on which such Director sub-
mits the report for fiscal year 1989 required under section 202(f)(1) of
the Congressional Budget Act of 1974;

"(ii) in the case of a report under this section by the Director of the
Office of Management and Budget, on the date on which such Director
submits the statement for fiscal year 1989 required under section
1105(g) of title. 31, United States Code; and

"(iii) in the case of a report under this section by the Comptroller
General submits the report required for fiscal year 1989 under section
259(a).

"(3) ECONOMIC ASSUMPTIONS.-Only with respect to any determination under
paragraph (1XB) for fiscal year 1989-

"(A) the Director of the Office of Management and Budget, in preparing
any report under subsection (a02), (bX2), (cX1), or (cX3) for such fiscal year,
shall use the same economic and technical assumptions specified in the
statement required for such fiscal year under section 1105(g) of title 31,
United States Code;

"(B) the Director of the Congressional Budget Office, in preparing any
report under subsection (aX2) or (cXl0) for such fiscal year, shall use the
same economic and technical assumptions specified in the report required
for such fiscal year under section 202(f)(1) of the Congressional Budget Act
of 1974; and

"(C) the Comptroller General, in preparing any report under subsection
(bW1) or (cX2) for such fiscal year, shall use the same economic and techni-
cal assumptions specified in the report required for such fiscal year under
section 259.".

(2XA) Part C (as amended by subsection (c) of this section) is further amended by
adding at the end thereof the following new section:
"SEC. 259. ECONOMIC ASSUMPTIONS FOR FISCAL YEAR 1989.

"(a) REPORT.-By March 1, 1988, the Comptroller General of the United States
shall, after analyzing the report of the Director of the Congressional Budget Office
under section 202(f)(1) of the Congressional Budget Act of 1974 for fiscal year 1989
and the statement of the Director of the Office of Management and Budget under
section 1105(g) of title 31, United States Code, for such fiscal year, issue a report
specifying, with respect to fiscal year 1989 and fiscal year 1988-

"(1) the baseline estimate of the deficit;
"(2) the baseline estimate of budget authority and budget outlays for each

major functional category;
"(3) revenues by major type, including individual and corporate income taxes,

social insurance taxes and contributions, excise taxes, estate and gift taxes, cus-
toms duties, and miscellaneous receipts;

"(4) key technical assumptions relating to the budget estimates; and
"(5) economic assumptions relating to the budget estimates, including-

"(A) the level of real gross national product for each such fiscal year;
"(B) the level of nominal gross national product for each such fiscal year;
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"(C) the level of the gross national product deflator index for each such
fiscal year;

"(D) the level of merchandise imports for each such fiscal year;
"(E) the level of taxable personal income for each such fiscal year;
"(F) the level of wage and salary disbursements for each such fiscal year;
"(G) the level of corporate profits (economic) for each such fiscal year;
"(H) the level of the CPI-W for each such fiscal year;
"(I) the level of the CPI-U for each such fiscal year;
"(J) the average level of the capital consumption adjustment for each

such fiscal year;
"(K) the average level of the inventory valuation adjustment for each

such fiscal year;
"(L) the interest rate on 91-day Treasury bills, the interest rate on 10-

year Treasury notes, and the interest rate on 30-year Treasury bonds, for
each such fiscal year;

"(M) the average refiners' acquisition price for oil for each such fiscal
year; and

"(N) the civilian unemployment rate for each such fiscal year.
"(b) PREPARATION OF REPORT.-In preparing the baseline estimate of the deficit to

be included in the report required under subsection (a) for fiscal year 1989, the
Comptroller General shall-

"(1) apply the provisions of section 251(aX6) of the Balanced Budget and
Emergency Deficit Control Act of 1985 (other than subparagraph (C) of such sec-
tion) with respect to all accounts other than appropriated accounts; and

"(2) with respect to each appropriated account, apply the provisions of sub-
paragraph (D) of such section and assume that the level of appropriations for
the fiscal year for which the report is made will be equal to the level of appro-
priations for such account for the preceding fiscal year, adjusted by the gross
national product deflator or such other measure of inflation as the Comptroller
General considers appropriate.".

(B) Section 202(f) of the Congressional Budget Act of 1974 is amended-
(i) by striking out "and (B)" in paragraph (1) and inserting in lieu thereof "(B)

the baseline estimate of the deficit, and (C)";
(ii) by adding at the end of paragraph (1) the following: "The report prepared

under this paragraph for fiscal year 1989 shall also include a specification of
each of the items, for the fiscal year for which the report is made and the fiscal
year preceding such fiscal year, which are described in paragraphs (1) through
(5) of section 259(a) of the Balanced Budget and Emergency Deficit Control Act
of 1985 and which are used in preparing such report.";

(iii) by redesignating paragraphs (2) and (3) as paragraphs (4) and (5), respec-
tively; and

(iv) by inserting after paragraph (1) the following new paragraph:
"(2) On or before August 15 of each year, the Director shall submit to the

Committees on the Budget of the House of Representatives and the Senate a
report, for the fiscal year commencing on October 1 of that year, which-

"(A) updates the most recent economic forecast and budget outlook, in-
cluding the most recent aggregates for revenues, budget authority outlays,
and related surpluses and deficits; and

"(B) includes the baseline estimate of the deficit for such fiscal year cal-
culated based on the update of such estimates of revenues, budget author-
ity, and outlays.

"(3) In preparing the baseline estimate of the deficit to be included in each
report required under paragraph (1) or (2) for a fiscal year, the Director shall-

"(A) apply the provisions of section 251(aX6) of the Balanced Budget and
Emergency Deficit Control Act of 1985 (other than subparagraph (C) of such
section) with respect to all accounts other than appropriated accounts; and

"(B) with respect to each appropriated account, apply the provisions of
subparagraph (D) of such section and assume that the level of appropria-
tions for the fiscal year for which the report is made will be equal to the
level of appropriations for such account for the preceding fiscal year, ad-
justed by the gross national product deflator or such other measure of infla-
tion as the Director considers appropriate.".

(4) Section 1105(f) of title 31, United States Code, is amended-
(A) by inserting before the period in paragraph (1) a comma and "or, in the

case of fiscal year 1989, in such a manner to ensure that that the deficit for
fiscal year 1989 is reduced below the baseline estimate of the deficit for such
fiscal year by $36,000,000,000";



139

(B) by striking out "The" in paragraph (2) and inserting in lieu thereof "(A)
Except as provided in subparagraph (B), the"; and

(C) by adding at the end of paragraph (2) the following new subparagraph:
"(B) Subparagraph (A) shall not apply to the budget transmitted under sub-

section (a) for fiscal year 1989 if such budget sets forth a deficit for such fiscal
year which is less than the estimated baseline of the deficit for such fiscal year
by at least $36,000,000,000.".

(C) Section 1105 of title 31, United States Code, is amended by adding at the
end thereof the following new subsection

"(gX1) The budget submitted under subsection (a) for fiscal year 1989 shall include
a separate statement, prepared by the Director of the Office of Management and
Budget, of-

"(A) each of the items, for the fiscal year for which the budget is submitted
and the fiscal year preceding such fiscal year, which are described in para-
graphs (1) through (5) of section 259(a) of the Balanced Budget and Emergency
Deficit Control Act of 1985 and which are used in preparing such budget.

"(2) In preparing the baseline estimate of the deficit to be included in each state-
ment required under paragraph (1) of this subsection for a fiscal year 1989, the Di-
rector of the Office of Management and Budget shall-

"(A) apply the provisions of section 251(aX6) of the Balanced Budget and
Emergency Deficit Control Act of 1985 (other than subparagraph (C) of such sec-
tion) with respect to all accounts other than appropriated accounts; and

"(B) with respect to each appropriated account, apply the provisions of sub-
paragraph (D) of such section and assume that the level of appropriations for
the fiscal year for which the report is made will be equal to the level of appro-
priations for such account for the preceding fiscal year, adjusted by the gross
national product deflator or such other measure of inflation as the Director con-
siders appropriate.".

(eXW) Section 301(i) of the Congressional Budget Act of 1974 is amended-
(A) by striking out paragraph (iXA) and inserting in lieu thereof the follow-

ing:
"(WXA) Except as provided in paragraph (2), it shall not be in order in either

the House of Representatives or the Senate to consider any concurrent resolu-
tion on the budget for a fiscal year under this section, or to consider any
amendment to such a concurrent resolution, or to consider a conference report
on such a concurrent resolution, if-

"(i) the level of total budget outlays for such fiscal year that is set forth
in such concurrent resolution or conference report-

"(I) exceeds the recommended level of Federal revenues set forth for
that year by an amount that is greater than the sum of the maximum
deficit amount for such fiscal year as determined under section 3(7);
and

"(II) in the case of fiscal year 1989, would cause the reduction in the
deficit for such fiscal year below the baseline estimate of the deficit for
such fiscal year to be less than $36,000,000,000; or

"(ii) the adoption of such amendment would-
"(I) result in a level of total budget outlays for such fiscal year which

exceeds the recommended level of Federal revenues for such fiscal year
by an amount that is greater than the sum of maximum deficit amount
for such fiscal year as determined under section 3(7); and

"(II) in the case of fiscal year 1989, cause the reduction in the deficit
for such fiscal year below the baseline estimate of the deficit for such
fiscal year to be less than $36,000,000,000."; and

(B) by striking out "MAXIMUM DEFICIT AMOUNT MAY NOT BE EXCEEDED" in
the heading for such subsection and inserting in lieu thereof "ENFORCEMENT OF
DEFICIT REDUCTION".

(2) Section 301 is amended by inserting at the end thereof the following:
"(j) DETERMINATIONS BY BUDGET COMMITTEES.-For purposes of this section, the

levels of revenues and outlays and the level of the deficit for a fiscal year for a fiscal
year shall be determined on the basis of estimates made by the Committee on theudget of the House of Representatives or the Senate, as the case may be.".

(3) Section 311(a) of such Act is amended by inserting after "section 3(7)" the fol-
lowing: "and would cause the reduction in the deficit for such fiscal year to be less
than $36,000,000,000, in the case of fiscal year 1989".

(f)(1) Section 251(d) is amended by striking out paragraph (3).
(2) The last sentence of section 251(cXl) is amended by striking out "and aut-Ior-

ized under subsection (dX3XDXi)".
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(3) Section 256(IX2) is amended by striking out ", in accordance with section
251(dX3),".

(gX1) Section 254(bX)(XA) is amended by striking out "Comptroller General under
section 251(cX2)" and inserting in lieu thereof "Director of the Office of Manage-
ment and Budget under section 251(cX3)".

(2) Section 274(f)(5) is repealed.
(3) Section 274(h) is amended-

(A) by striking out "Comptroller General" the first place it appears and in-
serting in lieu thereof "Director of the Office of Management and Budget"; and

(B) by striking out "Comptroller General under section 251 (b) or (cX2)" and
inserting in lieu thereof "Director of the Office of Management and Budget
under section 251 (bX2) or (c)3)".

(hXW) Section 251 (as amended by subsection (d) of this section) is further amended
by adding at the end thereof the following new subsections:

"(i) ECONOMIC AssuMPTIoNs.-
"(1) FISCAL YEAR 1988.-In preparing each report required under this section

for fiscal year 1988, the Directors, the Comptroller General, and the Director of
the Office of Management and Budget shall each use the following economic as-
sumptions for fiscal years 1987 and 1988:

"(A) The level of real gross national product is the amount determined by
the committee of conference on the Balanced Budget and Emergency Defi-

cit Control Reaffirmation Act of 1987.
"(B) The level of nominal gross national product is the amount deter-

mined by the committee of conference on the Balanced Budget and Emer-
gency Deficit Control Reaffirmation Act of 1987.

"(C) The level of the gross national product deflator index is the amount
determined by the committee of conference on the Balanced Budget and
Emergency Deficit Control Reaffirmation Act of 1987.

"(D) The level of merchandise imports is the amount determined by the
committee of conference on the Balanced Budget and Emergency Deficit
Control Reaffirmation Act of 1987.

"(E) The level of taxable personal income is the amount determined by
the committee of conference on the Balanced Budget and Emergency Defi-
cit Control Reaffirmation Act of 1987.

"(F) The level of wage and salary disbursements is the amount deter-
mined by the committee of conference on the Balanced Budget and Emer-
gency Deficit Control Reaffirmation Act of 1987.

"(G) The level of corporate profits (economic) is the amount determined
by the committee of conference on the Balanced Budget and Emergency
Deficit Control Reaffirmation Act of 1987.

"(H) The level of the CPI-W is the amount determined by the committee
of conference on the Balanced Budget and Emergency Deficit Control Reaf-
firmation Act of 1987.

"(I) The level of the CPI-U is the amount determined by the committee of
conference on the Balanced Budget and Emergency Deficit Control Reaffir-
mation Act of 1987.

"(J) The interest rate on 91-day Treasury bills, the interest rate on 10-
year Treasury notes, and the interest rate on 30-year Treasury bonds, are
the amounts determined by the committee of conference on the Balanced
Budget and Emergency Deficit Control Reaffirmation Act of 1987.

"(K) The average level of the capital consumption adjustment is the
amount determined by the committee of conference on the Balanced Budget
and Emergency Deficit Control Reaffirmation Act of 1987.

"(L) The average level of the inventory valuation adjustment is the
amount determined by the committee of conference on the Balanced Budget
and Emergency Deficit Control Reaffirmation Act of 1987.

"(M) The average refiners' acquisition price for oil is the amount deter-
mined by the committee of conference on the Balanced Budget and Emer-
gency Deficit Control Reaffirmation Act of 1987.

"(N) The civilian unemployment rate is the amount determined by the
committee of conference on the Balanced Budget and Emergency Deficit
Control Reaffirmation Act of 1987.

"(2) FISCAL YEAR 1989 AND SUBSEQUENT FISCAL YEARS.-
"(A) REPORTS BY THE DIRECTORS AND THE COMPTROLLER GENERAL.-By July

25 of the calendar year in which a fiscal year begins (beginning with fiscal
year 1989), the Director of the Office of Management and Budget, the Direc-
tor of the Congressional Budget Office, arqd the Comptroller General shall
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each submit to the Temporary Joint Committee on Deficit Reduction estab-
lished by section 274 a report proposing, for each of the items specified in
subparagraph (E), an amount for use by the Directors and the Comptroller
General in preparing each report required by subsections (a), (b), and (c) for
such fiscal year, except as provided in section 258(hX3).

"(B) REPORTING OF JOINT RESOLUTION.-The Temporary Joint Committee
on Deficit Reduction established under section 274 may, at any time before
September 15 of the calendar year in which a fiscal year begins, report to
the Senate and the House of Representatives a joint resolution for such
fiscal year which-

"(i) specifies, for one or more of the items specified in subparagraph
(E), the amount (within the range of the amounts proposed for each
such item by the Director of the Office of Management and Budget, the
Director of the Congressional Budget Office, and the Comptroller Gen-
eral in the reports required under paragraph (1)) for such item for such
fiscal year;

"(ii) directs the Directors and the Comptroller General to use the
amount specified in such joint resolution for each such item in prepar-
ing each report required under subsections (a), (b), and (c) for such
fiscal year, and with respect to the determination of the baseline esti-
mate of the deficit for fiscal year 1989, to consider changes in the defi-
cit resulting from the enactment of laws and the promulgation of final
regulations which change spending and revenue policies for such fiscal
year; and

"(iii) directs the President to modify the most recent order (if any)
issued under section 252 for such fiscal year in a manner which imple-
ments the amount specified in such joint resolution for each such item.

"(C) PROCEDURES.-The provisions relating to the consideration of joint
resolutions under section 254(aX4) shall apply to the consideration of a joint
resolution reported pursuant to subparagraph (B), except that debate in
each House shall be limited to two hours.

"(D) ACTION IF ITEM IS NOT SPECIFIED BY JOINT RESOLUTION.-In any case
in which a joint resolution is not enacted under this subsection specifying
an amount for an item specified in subparagraph (E) for a fiscal year, the
Director of the Offi-e of Management and Budget and the Director of the
Congressional Budget Office shall, in preparing the reports required by sub-
sections (a), (b), and (c) for such fiscal year, use the amount that was pro-
posed by such Director for such item in the report required under subpara-
graph (A) for such fiscal year. The Comptroller General may, in preparing
the reports required by subsections (b) and (c), use any amount within the
range of amounts that was proposed for such item in the reports of each
such Director and the Comptroller General in the report required by sub-
paragraph (A).

"(E) SPECIFIED ITEMS.-The items specified in this paragraph are:
"(i) the baseline estimate of the deficit;
"(ii) the baseline estimate of budget authority and budget outlays for

each makior functional category;
"(iii) revenues by major type, including individual and corporate

income taxes, social insurance taxes and contributions, excise taxes,
estate and gift taxes, customs duties, and miscellaneous receipts;

"(iv) key technical assumptions relating to the budget estimates; and
"(v) economic assumptions relating to the budget estimates, includ-

ing, for a fiscal year and the fiscal year preceding such fiscal year-
"(I) the level of real gross national product for each such fiscal

year;
"(II) the level of nominal gross national product for each such

fiscal year;
"(i1) the level of the gross national product deflator index for

each such fiscal year;
"(IV) the level of merchandise imports for each such fiscal year;
"(V) the level of taxable personal income for each such fiscal

year;
"(VI) the level of wage and salary disbursements for each such

fiscal year;
"(VII) the average level of the capital consumption adjustment

for each such fiscal year;
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"(VIII) the average level of the inventory valuation adjustment
for each such fiscal year;

"(IX) the level of corporate profits (economic) for each such fiscal
year;

"(X) the level of the CPI-W for each such fiscal year;
"(XI) the level of the CPI-U for each such fiscal year;
"(XII) the interest rate on 91-day Treasury bills, theyinterest rate

on 10-year Treasury notes, and the interest rate on 30-year Treas-
ury bonds for each such fiscal year;

"(XIII) the average refiners' acquisition price for oil for each
such fiscal year; and

"(XIV) the civilian unemployment rate for each such fiscal year.
"(6) DEFINITION.-For purposes of this subsection, the term 'range of amounts'

means, with respect to an item, any of the amounts for such item which is--
"(A) not less than the lesser of the amounts proposed for such item by

either Director or by the Comptroller General in the reports required by
paragraph (WXA) for a fiscal year; or

"(B) not more than the higher of the amounts proposed for such item
used by either Director or the Comptroller General in such reports.

"(j) BUDGETARY RESOURCE-OUTLAY RATIOS.-
"(1) IN GENERAL.-

"(A) BASIC RULE.-Except as provided in paragraph (2) and in subpara-
graph (E), in preparing each report required under this section for a fiscal
year, the Director of the Office of Management and Budget, the Director of
the Congressional Budget Office, and the Comptroller General shall calcu-
late budget outlays resulting from each item of budgetary resources (speci-
fied in subclauses (I) through (VII) of subparagraph (FXi)) for an account in

-accordance with this subsection, for purposes of-
"(i) determining Under subsection (a) budget base levels of budget out-

lays for such fiscal year;
"(ii) determining the amount of budget outlays for such fiscal year

for defense programs to which subsections (aX3X)(Xii) and (d) apply; and
"(iii) determining the amount of budget outlays for such fiscal year

for non-defense programs to which subsection (aX3XFXiv) applies.
"(B) COMPUTATION RULES.-For purposes of subparagraph (A), in order to

determine the amount of budget outlays for a fiscal year resulting from an
item of budgetary resources for each account to which clause (i), (ii), or (iii)
of such subparagraph applies, the Director of the Office of Management
and Budget, the Director of the Congressional Budget Office, and the Comp-
troller General shall make the following determinations:

"(i) The amount of such item of budgetary resources for such account
for such fiscal year shall be determined.

"(ii) The ratio described in subparagraph (C) shall be determined for
such item of budgetary resources for such account.

"(iii) The amount of budget outlays resulting from such item of budg-
etary resources for such account for such fiscal year shall be equal to
the product of the amount determined under clause (i) of this subpara-
graph for such item of budgetary resources multiplied by the ratio de-
termined under clause (ii) of this subparagraph for such item of budget-
ary resources.

"(C) DETERMINATION OF RATIO.-For each item of budgetary resources for
each account, the ratio referred to in clause (ii) of subparagraph (B) shall be
equal to the quotient of-

"(i) the amount of budget outlays specified as the average of the
amounts of budget outlays proposed by each of the Directors for fiscal
year 1986 for such account in the first appendix of the report submitted
y the Directors under subsection (a) for fiscal year 1986, (as such

report was modified by the report of the Comptroller- General under
subsection (b) for such fiscal year and reaffirmed by H. J. Res. 672, as
adopted on July 17, 1986), except as provided by subparagraph (D) of
this paragraph, divided by

"(ii) the amount for such item of budgetary resources specified as the
average of the amounts for such item proposed by each of the Directors
for fiscal year 1986 for such account in such appendix.

"(D) ACCOUNTS WITH MORE THAN ONE ITEM OF BUDGETARY RESOURCES.-IIn
any case in which, in the appendix described in subparagraph (CXi), there
is-
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"(i) more than one item of budgetary resources for an account to
which clause (i), (ii), or (iii) of subparagraph (A) applies;

"(ii) or an excluded budgetary resource for such an account,
the amount of budget outlays for each such item of budgetary resources, for
purposes of subparagraph (CXi), shall be the amount of budget outlays de-
termined by the Director of the Office of Management and Budget, the Di-
rector of the Congressional Budget Office, or the Comptroller General, as
the case may be, that was associated with such item of budgetary resources
for fiscal year 1986 in the preparation of such appendix.

"(E) EXCEPTION.-
"(i) Subparagraph (A) shall not apply to the calculation of budget out-

lays resulting from an item of budgetary resources for an account if the
appendix described in clause (i) of subparagraph (C) d6es not specify the
amount of budget outlays described in such subparagraph or the
amount for an item of budgetary resources described in clause (ii) of
such subparagraph.

"(ii) In preparing the reports under subsections (a) and (cX1) for a
fiscal year, the Director of the Office of Management and Budget and
the Director of the Congressional Budget Office shall calculate the
budget outlays resulting from an item of budgetary resources described
in clause (i) in the same manner as the budget outlays resulting from
such item were calculated by such Director for purposes of determining
the budget base level of total outlays under subsection (aX)XA) for
fiscal year 1986.

"(F) DEFINITION.-For purposes of this subsection-
"(i) the term 'item of budgetary resources' means-

"(I) budget authority;
"(II) spending authority (as defined in section 401(cX2) of the Con-

gressional Budget Act of 1974);
"(III) offsetting collection amounts for spending authority (as so

defined);
"(IV) direct loan limitations;
"(V) obligation limitations;
"(VI) unobligated balances for defense programs; and"(VII) budget authority for programs subject to special sequestra-

tion rules; and
"(ii) the term 'excluded budgetary resource' means-

"(I) spending authority (as defined in section 401(cX2) of the Con-
gressional Budget Act of 1974) for automatic spending increases;

"(II) direct loan floors;
"(III) guaranteed loan limitations;
"(IV) guaranteed loan floors;
"(V) unobligated balances for administrative expenses; and
"(VI) budget authority for automatic spending increases.

"(2) PROPOSAL OF ALTERNATIVE RATIOS.-
"(A) IN GENERAL.-By September 9 (in the case of fiscal year 1988) or by

June 20 (in the case of fiscal year 1989 or any subsequent fiscal year), the
Directors may submit a joint report, or either Director may submit a sepa-
rate report, to the Temporary Joint Committee on Deficit Reduction estab-
lished under section 274(f) which proposes, for one or more items of budget-
ary resources, the use, for purposes of paragraph (1), of a ratio for such
fiscal year which is different than the ratio prescribed by subparagraph (C)
of such paragraph. The report shall include, for each such item for which a
different ratio is recommended, an explanation of the reasons why the ratio
prescribed by paragraph (1XC) is no longer adequate for purposes of para-
graph (1) and a justification for the ratio proposed for such account.

"(B) REPORTING OF JOINT RESOLUTION.-Within 5 days after either or both
Directors have submitted a report under subparagraph (A), the Temporary
Joint Committee may report to the Senate and the House of Representa-
tives a joint resolution affirming all or part of the contents of the report or
reports submitted under subparagraph (A). The provisions relating to the
consideration of joint resolutions under section 254(aX4) shall apply to the
consideration of a joint resolution reported pursuant to this subparagraph,
except that debate in each House shall be limited to two hours.

"(C) EFFECT OF JOINT RESOLUTION.-If a joint resolution is enacted under
subparagraph (B) for a fiscal year, the Director of the Office of Manage-
ment and Budget, the Director of the Congressional Budget Office, and the
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Comptroller General shall each, in preparing each report required to be
submitted under this section on or after the date of the enactment of the
joint resolution (and before the date of the enactment of a subsequent joint
resolution under such subparagraph affirming a different ratio with respect
to that item), use the ratio affirmed with respect to that item by the joint
resolution.

"(k) COMPUTATION OF BUDGET BASE OUTLAYS RESULTING FROM OBLIGATED BAL-
ANCES.-In determining the amount of budget base outlays resulting from obligated
balances for defense programs and non-defense programs for a fiscal year for pur-
poses of the reports required under subsections (a) and (cXl)-

"(1) the Director of the Office of Management and Budget shall use the meth-
odology used by such Director in determining such budget base outlays in the
report required under subsection (a) for fiscal year 1986; and

"(2) the Director of the Congressional Budget Office shall use the methodology
used by such Director in determining such budget base outlays in the report
required under subsection (a) for fiscal year 1986.

"(1) FEDERAL REGULATIONS.-Except as provided in subsection (aX6XDXii), in pre-
paring each report required under this section for a fiscal year, the Director of theOffice of Management and Budget and the Director of the Congressional Budget
Office shall assume the impact of only those regulations which have been promul-
gated as final regulations-

"(1) in case of fiscal year 1989 or any succeeding fiscal year, by August 15 of
the calendar year in which such fiscal year begins (with respect to reports re-
quired under subsection (a) or (b) for such fiscal year), or by October 1 of the
fiscal year with respect to reports required under subsection (c) for such fiscal
year; or

"(2) in the case of fiscal year 1988, by the date which is 2 weeks after the date
of enactment of the Balanced Budget and Emergency Deficit Control Reaffirma-
tion Act of 1987.

"(in) ASSET SALES.-In preparing each report required under this part for a fiscal
year, the Director of the Office of Management and Budget, the Director of the Con-
gressional Budget Office, and the Comptroller General shall assume that the sale of
an asset by the Federal Government will occur during such fiscal year only if-

"(1) a final notice of sale during such fiscal year that includes a description of
the asset to be sold and the date of sale was published in the Federal Register
on or before-

"(A) for fiscal year 1988, the date which is 2 weeks after the date of en-
actment of the Balanced Budget and Emergency Deficit Control Reaffirma-
tion Act of 1987; or

"(B) for fiscal year 1989 and each subsequent fiscal year, August 15 of the
calendar year in which such fiscal year begins;"(2) the receipts from such sale were assumed by the Director of the Congres-

sional Budget Office in the baseline estimate of the deficit contained in the
report of such Director entitled 'An Analysis of the President's Budgetary Pro-
posals for Fiscal Year 1.988', issued February 19, 1987; or

"(3) such savings are the result of reconciliation savings assumed in the joint
explanatory statement of the managers of the committee of conference on
House Concurrent Resolution 93 (100th Congress, 1st Session, approved June 24,
1987).

Within 2 weeks after the date of enactment of the Balanced Budget and Emergency
Deficit Control Reaffirmation Act of 1987, the Director of the Congressional Budget
Office shall cause to be published in the Federal Register a list of the asset sales for
which receipts were assumed in the baseline estimate of the deficit contained in the
report described in paragraph (2).

"(n) PAY INCREASES.-
"(1) IN GENERAL.-In preparing each report required under this section for a

fiscal year, the Director of the Office of Management and Budget, the Director
of the Congressional Budget Office, and the Comptroller General shall-

"(A) include amounts of budgetary resources and budget outlays neces-
sary to pay for any Federal pay adjustments for statutory pay systems if
such adjustments have been recommended by the President or, notwith-
standing subsection (aX6XDXi), have been enacted by law;

"(B) include amounts of budgetary resources and budget outlays neces-
sary to pay for any pay adjustments for elements of military pay if such
adjustments occur pursuant to law or are specifically enacted by law; and

"(C) assume that the percentage of the amounts of budgetary resources
and budget outlays necessary to pay for such adjustments that will be ab-
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sorbed by all Federal agencies will not exceed the average (for the three
most recently completed pay adjustment absorption fiscal years) of the per-
centages of such amounts absorbed by Federal agencies for such fiscal
years."(2) DETERMINATION OF AGENCIES ABSORBING PAY ADJUSTMENTS.-For purposes

of paragraph (1MC), a Federal agency shall be treated as having absorbed a per-
centage of pay adjustment for a fiscal year only if-

"(A) a pay adjustment becomes effective with respect to the agency in
such fiscal year, and

"(B) a bill.or joint resolution making supplemental appropriations for pay
(including, in the case of members of the uniformed services, elements of
military pay) was enacted with respect to the agency for such fiscal year.

"(3) DEFINiTiONS.-For purposes of this paragraph-
"(A) the term 'budgetary resources' includes any of the types of budget-

ary resources described in clauses (i) and (ii) of subsection (iX1XF);
"(B) the term 'pay adjustment absorption fiscal year' means a fiscal year

in which-
"(i) a pay adjustment becomes effective with respect to any Federal

agency, and
"(ii) a bill or joint resolution making supplemental appropriations for

pay (including, in the case of members of the uniformed services, ele-
ments of military pay) for such fiscal year is enacted for any Federal
agency with respect to which such an adjustment becomes effective;

"(C) the term 'statutory pay system' has the same meaning as in section
256(gX2XA); and"(D)the term 'elements of military pay' has the same meaning as in sec-
tion 256(gX2XB).

"(o) FARM DEFICIENCY PAYMENTS.-
"(1) Except as provided in paragraph (2), in preparing each report required

under this section for a fiscal year, the Director of the Office of Management
and Budget, the Director of the Congressional Budget Office, and the Comptrol-
ler General shall assume that advance deficiency payments will be made avail-
able to producers who agree to participate in an acreage limitation or set-aside
program for the crop year relating to such fiscal year based on an amount
under section 107C(aX2XFXiii) (7 U.S.C. 1445b-2(aX2XFXiii)) of-

"(A) in the case of wheat and feed grains, 40 percent of the projected pay-
ment rate, as determined by the Secretary of Agriculture; and

"(B) in the case of upland cotton and rice, 30 percent of the projected pay-
ment rate, as determined by such Secretary.

"(2) Paragraph (1) shall not apply to the preparation of a report for a fiscal
ear, if as of the date on which the report is required to be prepared, legislation
as been enacted that-

"(AXi) limits or prohibits the making of advance deficiency payments for
the crop year relating to the fiscal year involved, or

"(ii) alters the amounts on which such payments are based, and
"(B) specifically waives the application of such paragraph to report for

the fiscal year involved.".
(i) Section 251(aX6XA) is amended-

(1) by inserting "(i)" after "(A)",
(2) by striking the semicolon at the end thereof and inserting in lieu thereof

", and", and
(3) by adding at the end thereof the following:

"(ii) assuming, in the case of entitlements funded in annual appropria-
tions, and in the case of the program established by the Food Stamp Act of
1977, the continuation of the current law governing the terms and condi-
tions of such entitlements and such program (and assuming the continu-
ation of only those provisions of appropriation Acts that impose or modify,
for a period of more than one fiscal year, the terms and conditions of such
an entitlement or such program).".

(j) Section 253 is amended to read as follows:
"SEC. 253. COMPLIANCE REPORT BY COMPTROLLER GENERAL.

"On or before November 15 of each fiscal year, the Comptroller General shall
submit to the Congress and the President a report on-

"(1) the extent to which the President's order issued under section 252(b) for
such fiscal year complies with all of the requirements contained in section 252,
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either certifying that the order fully and accurately complies with such require-
ments or indicating the respects in which it does not;

"(2) the extent to which each report of the Director of the Office of Manage-
ment and Budget under section 251 (bX2) and (c)3) for such fiscal year complies
with all of the requirements contained in this part, either certifying that the
report fully and accurately complies with such requirements or indicating the
respects in which it does not; and

"(3) any recommendations of the Comptroller General for improving the pro-
cedures set forth in this part.".

(k) Section 255(gXl) is amended-
(1) by inserting 9fter the item relating to private donations, bequests, or vol-

untary contributions to the Government, the following new item:
"Administration of territories (14-0412-0-1-806);";

(2) by inserting after the item relating to the Bonneville Power Administra-
tion fund the following new item:

"Bureau of Indian Affairs, miscellaneous payments to Indians (14-2303-
0-1-452);";

(3) by inserting after the item relating to the coinage profit fund the following
new item:

"Compact of free association (14-0415-0-1-806);";
(4) by inserting after the item relating to the foreign military sales trust fund

the following new item:
"Guarantee reserve fund (11-4121-0-3-152);";

(5) by inserting after the item relating to health professions graduate student
loan insurance fund the following new items:

"Higher education facilities loans and insurance (91-0240-0-1-502);
"Internal revenue collections for Puerto Rico (20-5737-0-2-852);";

(6) by inserting after the item relating to intragovernmental funds the follow-
ing new items:

"Medical facilities guarantee and loan fund (75-4430-0-3-551);
"Panama Canal Commission, operating expenses (95-5190-0-2-403);";

(7) by inserting after the item relating to payments to health care trust funds
the following new item:

"Payments to widows and heirs of deceased Members of Congress (00-
0215-0-1-801);"; -;-

(8) by inserting after the item relating to payments to trust funds from excise
taxes the following new item:"Payments to the United States territories, fiscal assistance (14-0418-0-1-806);"f; 

and
(9) by inserting after the item relating to the Tennessee Valley Authority

fund the following new items:
"Federal Retirement Thrift Investment Board, thrift savings fund (26-

8141-0-7-602);
"Trust Territory of the Pacific Islands (14-0414-0-1-806);"United States Customs Service, miscellaneous permanent appropriations

(20-9922-0-2-852);
"Washington Metropolitan Area Transit Authority, interest payments

(46-0300-0-1-401);".
(1) Section 274(f) is amended-

(1) in paragraph (1) by inserting "on or after the date of the enactment of the
Balanced Budget and Emergency Deficit Control Reaffirmation Act of 1987"
after "invalidated"; and

(2) in paragraph (2)-
(A) by striking out "Upon the invalidation of any such procedure there"

in the first sentence and inserting in lieu thereof "There";
(B) by striking out "and" before "to report" in the fourth sentence and

inserting in lieu thereof a comma; and
(C) by inserting before the period in the fourth sentence a comma and"and to carry out the functions specified in subsections (h) and (i) of section

251".

REVISION OF MAXIMUM DEFICIT AMOUNT

SEC. 203. (a) Section 3(7) of the Congressional Budget Act of 1974 is amended to
read as follows:

"(7) The term 'maximum deficit amount' means--
"(A) with respect to the fiscal year beginning October 1, 1987,

$150,000,000,000;
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"(B) with respect to the fiscal year beginning October 1, 1988,
$130,000,000,000;

"(C) with respect to the fiscal year beginning October 1, 1989,
$90,000,000,000;

"(D) with respect to the fiscal year beginning October 1, 1990,
$45,000,000,000; and

"(E) with respect to the fiscal year beginning October 1, 1991, zero.".
(b) The Act is amended by striking out "1991" each place it appears in sections

251(aX1XB), 251(aX2), 251(aX3XAXi), 252(aX1), 252(aX6XB), and 252(aX6XCXii) and in-
serting in lieu thereof "1992".

(c) Section 275(bXl) is amended by striking out "September 30, 1991" and insert-
ing in lieu thereof "September 30, 1992".

PENALTIES UNDER STATUTE

SEC. 204. If the President fails to implement an order in compliance with section
252 of the Balanced Budget and Emergency Deficit Control Act of 1985, notwith-
standing a failure to prevent such an order under section 258 of such Act, officers or
employees of the United States Government who thereafter make or authorize ex-
penditures or obligations shall be liable to the extent provided in sections 1341,
1350, 1517, and 1519 of title 31, United States Code. Nothing in this section shall be
construed as limiting the manner in which any other statutes apply to such activity.

APPLICABILITY

SEC. 205. The amendments made by this title shall apply with respect to any
report required to be submitted, and any order issued, under part C of the Balanced
Budget and Emergency Deficit Control Act of 1985 after the date of enactment of
this joint resolution.

SUBMISSION OF PRESIDENT'S BUDGET

SEC. 206. (a) Section 1105(a) of title 31, United States Code, is amended by striking
out "first Monday after January 3 of each year (or on or before February 5Sin 1986)"
and inserting in lieu thereof "first Monday after January 17 of each year".

(b) Section 300 of the Congressional Budget Act of 1974 is amended by striking out
"First Monday after January 3" and inserting in lieu thereof "first Monday after
January 17".

(c) Section 1109(a) of title 31, United States Code, is amended-
-.44+ bytriking out all beginning with "On or before" through "in 1986)" and

'inserting in lieu thereof "Concurrently with each budget submitted pursuant to
section 1105(a)", and

(2) by striking out "the budget for the following fiscal year" and inserting in
lieu thereof "such budget".

SUBMISSION TO FEDERAL REGISTER

SEC. 207. Section 251(0) is amended by striking out the matter beginning after the
dash through and including the semicolon and inserting in lieu thereof the follow-
ing: "Each report submitted under this section shall be submitted to the Federal
Register on the day that is is issued and printed as promptly as possible;".

PART B-BUDGET PROCESS REFORMS

REFERENCE

SF,. 221. Except as otherwise specifically provided, whenever in this part an
amendment is expressed in terms of an amendment to a section or other provision,
the reference shall be considered to be a reference to a section or other provision of
the Congressional Budget and Impoundment Control Act of 1974.

REPEAL OF EXCEPTIONS TO SECTION 311 POINTS OF ORDER

SEC. 222. Section 311 is amended-
(1) in subsection (a) by striking out ", in the Senate,"; and
(2) by striking out subsection (b) and redesignating subsection (c) as subsection

(b).

EXTENSION OF SECTION 302 TO OUTLAYS

SEC. 223. Section 302 is amended-
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(1) in subsection (aXl) by inserting "budget outlays" after "divide" and strik-
ing out ", and shall make the same division for estimated outlays that would
result from such new budget authority";
(2) in subsection (0(1) by inserting "budget outlays" after "providing"; and

(3) in subsection (0(1) by inserting "budget outlays" after "for such fiscal year
of".

TWO-YEAR APPROPRIATIONS

SEC. 224. It is the sense of the Congress that the Congress shall adopt, as part of
reconciliation legislation required pursuant to the concurrent resolution on the
budget for fiscal year 1988, legislation that will experiment with two-year appropria-
tions for selected subfunctional areas of the budget. Such legislation shall provide
for an evaluation of the efficacy and desirability of such two-year appropriations to
be conducted by the appropriate agencies at the end of the second fiscal year of such
two-year period.

PROHIBITION OF COUNTING AS SAVINGS THE TRANSFER OF GOVERNMENT ACTIONS FROM
ONE YEAR TO ANOTHER

SEC. 225. (a) For purposes of titles III and IV of the Congressional Budget and Im-
poundment Control Act of 1974 and the Balanced Budget and Emergency Deficit
Control Act of 1985, any action of the United States Government that is transferred
from one fiscal year to an adjacent fiscal year, including a payment, expenditure,
receipt of funds from the sale of an asset, and the collection of revenues and other
receipts, shall not be treated as causing a reduction in the deficit for the fiscal year
from which the transfer was made except to the extent that such transfer reduces
the sum of the deficits for the two fiscal years by at least $100,000,000. For purposes
of this section, an action shall be considered to have been transferred when the
action is taken in a different fiscal year and such change in the year is not--

(1) a necessary but secondary result of a significant policy change;
(2) to provide for contingencies; or
(3) to achieve savings made possible by or through changes in requirements or

greater efficiency of operations.
(b) For purposes of the application of this section to the Congressional Budget and

Impoundment Control Act of 1974, the level of outlays and the deficit for a fiscal
year shall be determined on the basis of estimates made by the Committee on the
Budget of the House of Representatives or the Senate, as the case may be.

FINANCIAL MANAGEMENT REFORM

SEC. 226. It is the sense of the Congress that the Congress shall adopt, as part of
reconciliation legislation required pursuant to the concurrent resolution on the
budget for fiscal year 1988, legislation to reform the financial management of the
United States Government.

EXTENSION OF STATE AND LOCAL COST ESTIMATES

SEC. 227. The State and Local Government Cost Estimate Act of 1981 is amended
by striking out section 4.

EXTRANEOUS PROVISIONS

SEC. 228. (a) Section 20001 of the Consolidated Omnibus Budget Reconciliation
Act, as amended by section 7006 of the Omnibus Budget Reconciliation Act of 1986,
is amended in subsection (c) by striking out "January 2, 1988" and inserting in lieu
thereof "September 30, 1992".

(b) Subsection (dXIXA) of such section is amended by inserting before the period at
the end thereof "and, (E) a provision shall be considered to be extraneous if it in-
creases, or would increase, net outlays or if it decreases, or would decrease, revenues
during a fiscal year after the fiscal years covered by such reconciliation bill or rec-
onciliation resolution, and such increases or decreases are greater than outlay re-
ductions or revenue increases, respectively, resulting from other provisions in such
title in such year".

(c) Nothing in the amendment made by subsection (a) shall be construed as limit-
ing the manner in which S. Res. 286 (99th Congress, 1st session), as amended by S.
Res. 509 (99th Congress, 2d session), shall apply to reconciliation bills and reconcilia-
tion resolutions considered on or after the date of the enactment of this joint resolu-
tion.
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CODIFICATION OF LAW REGARDING DEFERRAL AUTHORITY

SEC. 229. (a) Section 1013 is amended to read as follows:
"PROPOSED DEFERRALS OF BUDGET AUTHORITY

"SEC. 1013. (a) TRANSMITTAL OF SPECIAL MESSAGE.-Whenever the President, the
Director of the Office of Management and Budget, the head of any department or
agency of the United States, or any officer or employee of the United States pro-
poses to defer any budget authority provided for a specific purpose or project, the

resident shall transmit to the House of Representatives and the Senate a special
message specifying-

"(1) the amount of the budget authority proposed to be deferred;
"(2) any account, department, or establishment of the Government to which

such budget authority is available for obligation, and the specific projects or
governmental functions involved;

"(3) the period of time during which the budget authority is proposed to be
deferred;

"(4) the reasons for the proposed deferral, including any legal authority in-
voked by him to justify the proposed deferral;

"(5) to the maximum extent practicable, the estimated fiscal, economic, and
budgetary effect of the proposed deferral; and

"(6) all facts, circumstances, and considerations relating to or bearing upon
the proposed deferral and the decision to effect the proposed deferral, including
an analysis of such facts, circumstances, and considerations in terms of their
application to any legal authority, including specific elements of legal authority,
invoked by him to justify such proposed deferral, and to the maximum extent
practicable, the estimated effect of the proposed deferral upon the objects, pur-
poses, and programs for which the budget authority is provided.

A special message may include one or more proposed deferrals of budget authority.
A deferral may not be proposed for any period of time extending beyond the end of
the fiscal year in which the special message proposing the deferral is transmitted to
the House and the Senate.

"(b) CONSISTENCY WITH LEGISLATIVE PoLICY.-Deferrals shall be permissible
only-

"(1) to provide for contingencies;
"(2) to achieve savings made possible by or through changes in requirements

or greater efficiency of operations; or
"(3) as specifically provided by law.

No officer or employee of the United States may defer any budget authority for any
other purpose.

"(c) EXCEPTION.-The provisions of this section do not apply to any budget author-
ity proposed to be rescinded or that is to be reserved as set forth in a special mes-
sage required to be transmitted under section 1012.".

(b) Sections 1015 and 1016 are reaffirmed.

CLARIFICATION OF CONGRESSIONAL INTENT REGARDING RESCISSION AUTHORITY

SEC. 230. Section 1012(b) is amended by adding at the end thereof "If the Congress
has failed to complete action on the rescission bill within the prescribed 45-day
period, the President may not within one year transmit a special message under
this section regarding substantially the same budget authority upon which the Con-
gress has so failed to complete action.".

ECONOMIC AND TECHNICAL ASSUMPTIONS

SEC. 231. (a) Section 301(g) is amended to read as follows:
"(g) ECONOMIC ASSUMPTIONS.-

"(1) It shall not be in order in the Senate to consider any concurrent resolu-
tion on the budget for a fiscal year, or any amendment thereto, or any confer-
ence report thereon, that sets forth amounts and levels that are determined on
the basis of more than one set of economic and technical assumptions.

"(2) The joint explanatory statement accompanying a conference report on a
concurrent resolution on the budget shall set forth the common economic as-
sumptions upon which such joint statement and conference report are based, or
upon which any amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagreement, is based.
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"(3) Subject to periodic reestimation based on changed economic conditions,
determinations under titles III and IV of the Congressional Budget Act of 1974
shall be based upon such common economic and technical assumptions.".

(b) Section 304 of the Congressional Budget Act of 1974 is amended by inserting at
the end thereof the following:

"(c) ECONOMIC AssuMPTIONS.-The provisions of section 301(g) shall apply with re-
spect to concurrent resolutions on the budget under this section (and amendments
thereto and conference reports thereon) in the same way they apply to concurrent
resolutions on the budget under such section 301(g) (and amendments thereto and
conference reports thereon).".

CLARIFICATION OF CONGRESSIONAL INTENT REGARDING TIME LIMITS FOR CONFERENCE
REPORTS ON CONCURRENT RESOLUTIONS ON THE BUDGET

SEC. 232. Section 305(cX2) of the Congressional Budget Act of 1974 is amended by
inserting "and all amendments in disagreement, and all amendments thereto, and
debatable motions and appeals in connection therewith" after "budget,".

APPEALS OF CERTAIN RULINGS IN THE SENATE

SEC. 233. (a) Section 271 of the Balanced Budget and Emergency Deficit Control
Act of 1985 is amended by adding at the end thereof the following new subsection:

"(d) APPEALS OF RULINGS.-An affirmative vote of three-fifths of the Members of
the Senate, duly chosen and sworn, shall be required in the Senate to sustain an
appeal of the ruling of the Chair on a point of order raised under section 301(i),
302(c), 302(f), 304(b), 306, 310(d), 310(g), or 311(a) of the Congressional Budget Act of
1974.".

(b) Section 275(b)(2)(D) of such Act is amended by striking out "section 271(b)" and
inserting in lieu thereof "subsections (b) and (d) of section 271."

WAIVER OF SECTION 302(a) RELATING TO COMMITTEE ALLOCATIONS

SEC. 234. Section 271(b) of the Balanced Budget and Emergency Deficit Control
Act of 1985 is amended by inserting "302(c)," after "301(i),".

EXERCISE OF RULEMAKING POWER

SEC. 235. The amendments made by this part are enacted by the Congress-
(1) as an exercise of the rulemaking power of the House of Representatives

and the Senate, respectively, and as such they shall be considered as part of the
rules of each House, respectively, or of that House to which they specifically
apply, and such rules shall supersede other rules only to the extent that they
are inconsistent therewith; and

(2) with full recognition of the constitutional right of either House to change
such rules (so far as relating to such House) at any time, in the same manner
and to the same extent as in the case of any other rule of such House.

TITLE III-CREDIT REFORM

SHORT TITLE

SEC. 301. This title may be cited as the "Federal Credit Reform Act of 1987".

PURPOSES

SEC. 302. The purposes of this title are to-
(1) measure accurately the costs of Federal credit programs;
(2) place the cost of credit programs on a budgetary basis equivalent to other

"Federal spending;
(3) encourage the delivery of benefits in the form most appropriate to the

needs of beneficiaries;
(4) improve the allocation of resources among credit programs and between

credit and other spending programs;
(5) establish in the Department of the Treasury a Federal Credit Management

Agency; and
(6) modify the legislative and executive budgetary processes to carry out these

purposes.

DEFINITIONS

SEC. 303. For purposes of this title-
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(1) The term "Federal agency" means an executive department, an independ-
ent Federal establishment, or a corporation or other entity established by the
Congress that is owned in whole or in part by the United States. The term does
not include the Board of Governors of the Federal Reserve System or the Col-
lege Construction Loan Insurance Association.

(2) The term "direct loan" means a disbursement of funds by the Federal Gov-
ernment to a non-Federal borrower under a contract that requires the repay-
ment of such funds with or without int,-est. Such term includes the purchase
of, or participation in, a loan made by another lender. Such term does not in-
clude the acquisition of a federally guaranteed loan in satisfaction of default
claims. For the purpose of carrying out the provisions of this title, direct loans
may be grouped and treated as a single loan as agreed to by the Secretary and
the head of the affected agency.

(3) The term "direct loan obligation" means a binding agreement entered into
by a Federal agency for the Government under which a Federal agency agrees
to make a direct loan once specified conditions are fulfilled by the borrower.

(4) The term "loan guarantee" means any guarantee, insurance, or other
pledge with respect to the payment of all or a part of the principal or interest
on any debt obligation of a non-Federal borrower to a non-Federal lender, but
does not include the insurance of deposits, shares, or other withdrawable ac-
counts in financial institutions. For the purposes of carrying out the provisions
of this title, loan guarantees may be grouped and treated as a single loan as
agreed to by the Secretary and the head of the affected agency.

(5) The term "loan guarantee commitment" means a binding agreement en-
tered into by a Federal agency for the Government under which a Federal
agency agrees to guarantee a loan once specified conditions are fulfilled by the
borrower, the lender, and any other parties to the guarantee agreement.

(6) The term "subsidy" means the estimated long-term cost to the Govern-
ment of the loan, calculated on a net present value basis. Subsidy estimates
shall take into account direct outlays and delay in, or loss of, repayments of
principal or interest, less any fee or premiums received. For loan guarantees
with an interest payment by the Government, the subsidy calculation shall also
include the present value of those interest payments. To the extent that Federal
Government charges fees to-beneficiaries, such fees shall be taken into account
in estimating the required appropriations for subsidies. The term "subsidy" also
means the cost to the Government resulting from any change or modification in
direct or guaranteed loan terms that result in additional expenditures by the
Government or loss of receipts to the Government. Estimates made by the Sec-
retary or by agencies under rules prescribed by the Secretary shall constitute
the appropriate computation of the subsidy.

(7) The term "subsidy account" means the budget account or accounts into
which subsidies are appropriated to cover the net long-term Government cost of
a loan program.

(8) The term "financing account" means the budget account or accounts
which provide the nonsubsidized funding for Government loans made or obligat-
ed on or after October 1, 1988, and subsidized funding for loans made or obligat-
ed prior to October 1, 1988. The financing account disburses direct loans to bor-
rowers and, in accordance with agency loan agreements, makes claim payments
for guaranteed loans in default. The financing account receives payments of
principal and interest and fees and premiums from borrowers and subsidy pay-
ments from subsidy accounts.

(9) The term "Secretary" means the Secretary of the Treasury.

DIRECT LOAN PROGRAMS

SEC. 304. (a) For each fiscal year, beginning with fiscal year 1989, each Federal
agency shall include in its budget proposal (1) the planned level of new direct loan
obligations, and (2) the estimated subsidy associated with the proposed direct loan
obligations.

(b) Beginning October 1, 1988, a Federal agency shall not make a direct loan obli-
gation unless an appropriation has been made to the Federal agency for the subsidy
or a limitation is enacted in an annual appropriations Act on the use of funds other-
wise available to the Federal agency for the subsidy.

(c) At the time a direct loan obligation is incurred, the Federal agency shall
obtain an estimate of the subsidy of the loan from the Secretary or, at the discretion
of the Secretary, shall make such an estimate based upon guidelines established by
the Secretary. For the purposes of section 1501 of title 31, United States Code, (1)
the amount of such estimate shall constitute an obligation of the subsidy account;-.
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and (2) the difference between such estimate and the face value of the loan shall
constitute an obligation of the financing account.

(d) The subsidy associated with the-direct loan as deter-mined in subsection (c)
shall be paid from the subsidy account into the financing account as the loan is dis-
bursed.

(e) No direct loan agreement may be modified unless a subsidy is obligated.
(f) Nothing in this title shall be construed as changing the authority or the re-

sponsibility of a Federal agency to determine the terms and conditions of eligibility
for, or the amount of assistance provide by direct loans made by the Federal Gov-
ernment.

LOAN GUARANTEE PROGRAMS

SEC. 305. (a) For each fiscal year, beginning with fiscal year 1989, a Federal
agency authorized to make loan guarantee commitments shall include in its budget
proposal (1) the level of new loan guarantee commitments and (2) the estimated sub-
sidy associated with the proposed loan guarantee commitments.

(b) Beginning October 1, 1988, a Federal agency shall not guarantee a loan unless
an appropriation has been made to the Federal agency for the subsidy, or a limita-
tion is enacted in an annual appropriations Act on the use of funds otherwise avail-
able to the Federal agency for the subsidy.

(c) At the time a loan guarantee commitment is made, the Federal agency shall
obtain an estimate of the subsidy of the loan guarantee from the Secretary or, at
the discretion of the Secretary, shall make an estimate of the subsidy based upon
guidelines provided by the Secretary. The amount of such estimate shall constitute
an obligation of the Federal agency for the purposes of section 1501 of title 31,
United States Code.

(d) The subsidy associated with the loan guarantee determined in subsection (c)
shall be paid from the subsidy account into the financing account at the time the
underlying loan agreement is executed.

(e) No loan guarantee agreement may be modified unless a subsidy is obligated.
(f Nothing in this title shall be construed as authorizing or requiring the pur-

chase of reinsurance for a Federal guarantee from private insurers.
(g) Nothing in this title shall be construed as changing the authority or the re-

sponsibility of a Federal agency to determine the terms and conditions of eligibility
for, or the amount of assistance provided by, guaranteed loans made by the Federal
Government.

ESTABLISHMENT OF A FEDERAL CREDIT MANAGEMENT AGENCY WITHIN THE DEPARTMENT
OF THE TREASURY

SEC. 306. (a) There is established within the Department of the Treasury a Federal
Credit Management Agency (hereafter in this title referred to as the "Agency").

(b) With regard to direct loans and loan guarantees, the Secretary shall-
(1) estimate the subsidy, or require estimates to be made by the Federal agen-

cies, for each new direct loan and loan guarantee or for groups of similar new
direct loans and loan guarantees, taking into account the factors specified in
section 303(6);

(2) estimate the subsidy, or require estimates to be made by the Federal agen-
cies, for changes or modification in-the provisions of existing direct loan and
loan guarantee agreements that result in increased cost to the Government;

(3) furnish the appropriate Federal agency with the subsidy estimates in a
timely fashion; and

(4) require timely uniform reporting from Federal agencies on the actual long-
term cost to the Government of these loans, calculated on a basis prescribed by
the Secretary and consistent with this title, and on loan performance and bor-
rower characteristics, monitor due diligence debt collection efforts, assess Feder-
al agency performance, and otherwise study and recommend improvements in
Federal agency credit management.

(c) The Secretary is authorized to appoint such officers, attorneys, employees,
agents, consultants, and financial advisors as may be required, to define their
duties, to fix and to pay such compensation for their services as may be determined,
subject to the civil service and classification laws, to require bonds for them and pay
the premium thereof, to carry out the functions of the Agency.

AGENCY RESPONSIBILITIES

SEC. 307. The head of each Federal agency authorized to make or guarantee loans
covered by this title shall-
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(1) provide the Secretary in a timely fashion with information about the Fed-
eral agency's direct loan or loan guarantee programs sufficient to enable the
Secretary to calculate the estimated subsidy, or shall, as required by the Secre-
tary, estimate the subsidy in accordance with the Secretary's guidance;

(2) request annual appropriations, or limitations on funds otherwise available,
for the subsidies attributable to that Federal agency's direct loan or loan guar-
antee program in each fiscal year;

(3) carry out the Federal agency's direct loan or loan guarantee programs
within the lesser of (A) applicable appropriations Act limitations on direct loan
obligations or loan guarantee commitments, or (B) annual appropriations or
funds otherwise available to cover subsidy costs for the program;

(4) maintain reserves within the financing account to cover loan guarantee
defaults; and

(5) to the extent authorized and subject to such limitations as provided in
annual appropriations Acts, use guarantee or other fees for the purpose of ad-
ministering direct or guaranteed loan programs.

BUDGETARY TREATMENT

SEC. 308. (a) For the purposes of chapter 11 of title 31, United States Code, and of
titles III and IV of the Congressional Budget Act of 1974, in the case of any direct
loan made by a Federal agency on or after October 1, 1987, the subsidy shall be in-
cluded in the budget function of the direct loan program.

(b) For the purposes of chapter 11 of title 31, United States Code, and of titles III
and IV of the Congressional Budget Act of 1974, in the case of any loan commitment
guarantee made by a Federal agency on or after October 1, 1987, the subsidy shall
be treated as an obligation of the subsidy account. The subsidy shall be included in
the budget function of the guaranteed loan program.

(c) For the purposes of chapter 11 of title 31, United States Code, and of titles III
and IV of the Congressional Budget Act of 1974, financing requirements of Federal
credit programs in excess of subsidies paid by agencies shall be treated as obliga-
tions of the financing account. Financing requirements of loans made or obligated
prior to October 1, 1988, shall also be treated as obligations of the financing account.
Such financing transactions shall be recorded in a budget function entitled "credit
financing activities".

AUTHORIZATION OF APPROPRIATIONS

SEC. 309. (a) There are authorized to be appropriated to each Federal agency oth-
erwise authorized to make obligations for direct loans, such sums as may be neces-
sary for the subsidies associated with proposed direct loan obligations.

(b) There are authorized to be appropriated to each Federal agency otherwise au-
thorized to make guaranteed loan commitments, such sums as may be necessary for
the subsidies associated with proposed loan guarantee commitments.

(c) If at any time the monies available in its financing account are insufficient to
enable the head of a Federal agency to discharge its responsibilities under this title,
the head of a Federal agency shall issue to the Secretary of the Treasury notes or
other obligations in such forms and denominations, bearing such maturities, and
subject to such terms and conditions, as may be prescribed by the Secretary of the
Treasury. Redemption of such notes or obligations shall be made by the head of
such agency from monies otherwise available to its financing account or from appro-
priations made pursuant to section 309(d). Such notes or other obligations shall bear
interest at a rate determined by the Secretary of the Treasury, which shall not be
less than the average market yield on outstanding marketable obligations of the
United States of comparable maturities during the month preceding the issuance of
notes or other obligations. The Secretary of the Treasury shall purchase any notes
or other obligations issued hereunder and-for-that-purpose-he-is-authorized to use as
a public debt transaction the proceeds from the sale of any securities issued under
the Second Liberty Bond Act and the purposes for which securities may be issued
under that Act are extended to include any purchase of such notes or obligations.
The Secretary of the Treasury may at any time sell any of the notes or other obliga-
tion acquired by such Secretary under this subsection. All redemptions, purchases,
and sales by the Secretary of the Treasury of such notes or other obligations shall
be treated as public debt transactions of the United States.

(d) At any time funds are insufficient to liquidate debts incurred under section
309(c), agencies shall request appropriations to repay such debt.
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(e) There are authorized to be appropriated to the Secretary such sums as may be
necessary for the salaries and expenses incurred to carry out the responsibilities of
the Secretary under the title.

TREATMENT OF DEPOSIT INSURANCE AGENCIES

SEC. 310. (a) Notwithstanding any other provision of this title, the credit activities
of the Federal Deposit Insurance Corporation, the Federal Savings and Loan Insur-
ance Corporation, the National Credit Union Administration, the Pension Benefit
Guaranty Corporation, and the Securities and Exchange Commission shall be treat-
ed as follows:

(1) Obligations to make direct loans to the public or to assume loan assets
shall remain obligations of the agencies.

(2) Commitments to guarantee a loan shall remain commitments of the agen-
cies.

(3) For each fiscal year, beginning with fiscal year 1989, each such agency
shall include in its budget proposal the estimated subsidy cost associated with
proposed direct loan obligations, including acquisitions of loan assets.

(4) For each fiscal year, beginning with fiscal year 1989, each such agency
shall include in its budget proposal the estimated subsidy cost with proposed
loan guarantee commitments. The estimated subsidy costs associated with pro-
posed loan guarantee commitments shall constitute an obligation of the agency.

(5) No appropriations or limitations on the use of funds otherwise available
shall be required for subsidies.

(6) Authority to borrow from the Treasury provided under section 309(c) shall
not apply to the agencies described in the matter preceding clause (1).

(c) Nothing in this section shall be construed as changing the responsibility of
such agencies to determine the terms and conditions of eligibility for, or the amount
of assistance provided by such agencies.

EFFECT ON CONGRESSIONAL BUDGET ACT AND CONFORMING AMENDMENTS

SEC. 311. (a) Section 3(a)(2) of the Congressional Budget and Impoundment Control
Act of 1974 is amended by adding at the end thereof the following: "Such term in-
cludes the subsidy for direct loan and loan guarantee programs, as those terms are
defined by the Credit Reform Act of 1987".

(b) Section 402 of the Congressional Budget Act of 1974 is amended by redesignat-
ing subsection (b) as (c), and by inserting after subsection (a) the following new sub-
section:

"(b) It shall not be in order in either the House of Representatives or the Senate
to consider any appropriation bill or joint resolution providing continuing appro-
priations as reported to its House, or any conference report thereon, or any amend-
ment thereto, which provides new credit authority which does not also provide an
appropriation for the subsidy value of such new credit authority as required by the
Federal Credit Reform Act of 1987.".

(c) Amounts recorded in the budget function entitled "credit financing activities"
pursuant to section 308(c) shall not be included-

(1) for purposes of determining, in accordance with section 311(a) of the Con-
gressional Budget Act of 1974, whether the maximum deficit amount for a fiscal
year has been exceeded;

(2) for purposes of other points of order under section 311 of the Congressional
Budget and Impoundment Control Act of 1974;

(3) for purposes of reconciliation under section 310 of the Congressional
Budget and Impoundment Control Act of 1974; or

(4) for purposes of allocations and points of order under section 302 of the
Congressional Budget and Impoundment Control Act of 1974.

(d) Section 255(g) of the Balanced Budget and Emergency Deficit Control Act of
1985 is amended by adding at the end thereof the following new paragraph:

"(3) The financing account or accounts as defined by subsection 303(8) of the Fed-
eral Credit Reform Act of 1987 and the activities of those accounts shall be exempt
from reduction under any order issued pursuant to this part.".

EFFECT ON OTHER LAWS AND CONFORMING AMENDMENTS

SEC. 312. (a) Nothing in this title shall be construed as limiting the authority of
any Federal agency to enter into agreements to make or to guarantee loans under
statutes that were in effect prior to the enactment of thistitle-orthat may be en-
acted subsequently. All such agreements shall be contingent upon meeting the re-
quirements of this title.
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(b) This title shall supersede, modify, or repeal any provision of law heretofore
enacted to the extent such provision is inconsistent with this title.

(c) All assets and liabilities resulting from direct loans obligated and loan guaran-
te-s committed prior to October 1, 1988, shall be transferred to the financing ac-
counts of Federal agencies.

(d) Collections resulting from direct loans obligated or loan guarantees committed
prior to October 1, 1988, shall be credited to the financing accounts of Federal agen-
cies. Amounts so credited shall be available, to the same extent that they were
available prior to the enactment of this title, to liquidate obligations arising from
such direct loans obligated or loan guarantees committed prior to October 1, 1988,
including repayment of any obligations held by the Secretary of the Federal Financ-
ing Bank. From time to time, the unobligated balances of such accounts that are in
excess of current needs shall be transferred to the general fund of the Treasury.



[From the Congressional Record-Senate, July 31, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(pp. S10983-S11029, S11041 and S11084)

The ACTING PRESIDENT pro tempore. Under the previous order,
the hour of 9:30 having arrived, the Senate will now resume consid-
eration of the pending business, House Joint Resolution 324, which
the clerk will report.

The legislative clerk read as follows:
A joint resolution (H.J. Res. 324) increasing the statutory limit on the public debt.

The Senate proceeded to consider the joint resolution.

PENDING: AMENDMENT NO. 645

The ACTING PRESIDENT pro tempore. The pending question is on
amendment No. 645, which the clerk will report.

The legislative clerk read as follows:
The Senator from Texas [Mr. Gramm], for himself and others, proposes an amend-

ment numbered 645.

Mr. JOHNSTON. Mr. President, at about 6 o'clock last night, we
finally were able to get a copy of the amendment proposed by Mr.
Gramm, et al. I have been describing that amendment, based upon
what I thought it would do, and I must say that I was totally mis-
taken.

What I thought the proponents of the amendment were going to
do is to create a so-called legislative train wreck, where this terri-
ble sequestration was going to come in this year and face Congress
this fall with one of those difficult faceoffs with the White House,
where the-White House would have all the cards and where the
possibility of the sequestration was great.

What I find is that this amendment really takes the White
House off the hook. It is the take-the-White-House-off-the-hook
amendment, or you might call it the sweep-it-under-the-rug amend-
ment, or you might call it pin the tail on the Democrats.

Mr. President, it is going to take a little concentration of my col-
leagues to understand this, but it is just as clear as the noonday
sun on a cloudless day exactly what this amendment does.

The proponents of this amendment are honest, they are well-
meaning, they are bright, there is not a bad motive in their bodies;
so please understand that I have the very highest respect for the
proponents and their motives.

(156)
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Having said that, Mr. President, I submit that this is the legisla-
tive equivalent of Irangate. Why? Because it is a policy confected
in secret between just a few Members-again, well-meaning,
honest, hard-working legislators-but they confected this policy in
secret, as I guess you must do. I guess it is necessary to put these
policies together in secret. But they put it together and plopped it
out here on the floor at 6 o'clock yesterday evening. They really
wanted us to adopt it yesterday evening, without consultation with
Congress, without really serious debate, without any committee
having a chance to look at it. They just want you to accept it.

Do you know what it does? The first thing it does is make impos-
sible taxes this year. It makes it just impossible. Is sequestration
anything to be feared this year? Absolutely not. As I calculate it,
the amount that we might have to save this year may be as low as
$5 billion-it more likely is around $10 billion-and that is all.
That is a lot less than our budget resolution provides for. Our
budget resolution, which we fought for and tugged back and forth
between Members of the Senate, saves $38 billion, and we got 19.3
billion dollars' worth of taxes in that budget resolution-tough, dif-
ficult cuts-but one that we voted for in the Senate, which the
House voted for, and which we think we are about ready to imple-
ment. But do you know what this package does? It wipes that out.

It says: "No, Congress; no, Mr. President; you don't have to save
$38 billion. All you have to save is about-well, let's say $10 bil-
lion."

Now, if that is preposterous, Mr. President, let me explain step
by step how this thing works.

What it does is it sets a new target. If those Senators who are
listening have a piece of paper, the figures will show you exactly
what I am talking about. The new target, Mr. President, is $150
billion. So if you write down new target of $150 billion, then that is
what you are supposed to save this year; that is the target for
saving.

You do not actually have to get down to $150 billion because the
law explicitly provides for what we call a $10 billion cushion.

So it is not $150 billion; it is $160 billion.
Now, we know, Mr. President, that the present deficit is some-

where between $181 billion, according to CBO, or I think they just
recorrected that to $186 billion, because of some REA correction. I
believe I am correct in that, that it is $186 billion.

So, Mr. President, you have the difference between a maximum
amount of $186 billion and $160 billion which purports to be $26
billion. That is the outside amount that we have to save, not $38
billion which was required to be saved, but a maximum of $26 bil-
lion.

But, Mr. President, there is another real cooker in this situation,
and that is what we call the role of OMB. What it provides is that
the figures as to the deficit and the figures as to economic projec-
tions between OMB and CBO shall be averaged and you take the
midpoint of those.

Now, Mr. President, you know what OMB does-they play what
Dave Stockman described as the smoke and mirror game. Dave
Stockman did it. He said it explicitly.

51-721 0 - 93 - 6
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I have some quotes here that during the course of the debate
today I want to quote from Mr. Stockman. But he described it ex-
plicitly.

They would put up phony figures to the tune of $25 or $30 bil-
lion.

Did you know, Mr. President, that the difrer-nce between the
latest estimate of the deficit of OMB and by CBO is $26 billion dif-
ference? The latest OMB estimate was an estimate of January and
it is $150 billion; and the latest estimate of CBO is $186 billion. Did
I say it was $26 billion off? It is $36 billion off. If you average those
two, you get a difference of $36 billion. So you get a correction of
$18 billion.

So subtract $18 billion from the $26 billion, which you wrote
down which was what you had to save and it will give you $8 bil-
lion which under that proposal is all you would have to save, $8
billion. That is this tough, new Gramm-Rudman fix, $8 billion.

You say, well, those are not the correct figures because OMB will
give you a new estimate of the deficit and it is likely to be higher.
Mr. President, if the difference in the estimates on the deficit is
not the figure you want to use, just look at the President's budget
submitted in January. You know how much difference there was in
CBO's and OMB's estimates at that time-$27 billion difference.

If you want to take half off that amount, that is $131/2 billion dif-
ference. Subtract $131/2 billion from the $26 billion which it says
you have to save and you get what? You get $121/2 billion you have
to save this year.

Mr. President, do my colleagues understand what I am saying?
This amendment now pending provides in effect that you have to
save only $6 billion to $12 billion or $13 billion this year.

Mr. CHILES. Mr. President, will the Senator yield?
Mr. JOHNSTON. Yes, I will yield.
Mr. CHILES. I wonder if the Senator realizes-I guess maybe he

does-that the way the bill is crafted, it provides that this year, the
year 1988, rather than the way the process works in other years,
we are calling for CBO and OMB to give us a new estimate of their
estimate of the baseline. We will have those figures at the confer-
ence. This is the failsafe. If OMB tries to differ, as the Senator said
they might, $20 billion or something from CBO, then we have those
figures at the conference, and we then can adjust the glidepath,
can adjust what the sequester number will be, can adjust any of
those things because we know what their numbers are. If those
numbers come out the same; if those numbers are at $186 or $187
billion and it looks like the deficit numbers are going up, then, as
the Senator knows, there is not validity to the argument he is
making.

Mr. JOHNSTON. May I ask the Senator when is this conference?
Mr. CHILES. The conference will be during the next week, but

they have to produce the figures before we complete the confer-
ence.

So, the Senator would be right if you could have a number that
OMB could do sometime prior to sequester. If they had an opportu-
nity to do that and CBO had to produce their number, if they then
gave the final result, but now if OMB comes out with a number
and if they say we think the deficit is only $155 billion and CBO
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says we think the number is $180 billion, and that number would
be halfway in between, I can guarantee you we are going to be sit-
ting at that conference, we are going to be the majority at that con-
ference in both the House and the Senate, and if there are any she-
nanigans or if they are trying to flimflam the numbers, we simply
can adjust the lower number.

Mr. JOHNSTON. Mr. President, I am familiar with that process.
Mr. CHILES. Yes.
Mr. JOHNSTON. Although I must say it is a scramble to try to

,ma-n at this late date how the process works, but we are familiar
with that process.

I would point this out, that if what the Senator says is correct,
and by the way that process of adjustment applies just to this year,
from here on out you cannot do it, am I right on that?

Mr. CHILES. Yes; I agree, except Congress has the right to change
the numbers in the intervening years. There is time in which Con-
gress can pass-

Mr. JOHNSTON. Even in an election year.
Mr. CHILES. Even in this year as well and there is a fast-track

process for Congress to make that change.
Mr. GRAMM. Mr. President, will the Senator yield?
Mr. JOHNSTON. I want to finish this and then I will yield.
What the Senator is saying on this other process is that you get

an election year next year and you get these cooked numbers that
we have gotten every single year in Gramm-Rudman and the Con-
gress has a right here at the last minute to come in and adjust the
numbers upward-fat chance. Fat chance, Mr. President.

Now, let us be clear about what the Senator is saying. First of
all, he is admitting, you are cutting down the amount that you
have to save from the $38 billion we saved in the budget resolution
down to $26 billion at best. Are we right? Am I correct?

Mr. CHILES. The $38 billion we have had to save in the budget
resolution still had the $10 billion leeway so it was actually $38 bil-
lion.

Mr. JOHNSTON. I know, but we made an actual $38 billion saving,
did we not?

Mr. CHINES. What the Senator is talking about is whether we are
going to avoid a sequester or not?

Mr. JOHNSTON. What I am saying is the budget resolution that
we confected and we voted out of here saved projected $38 billion
including $19.3 billion in taxes.

Mr. CHILES. Absolutely, but it has not become law as the Senator
from Louisiana knows.

Mr. JOHNSTON. It has not become law, but the purpose-
Mr. CHILES. And there will be no sequester unless you are above

$28 billion. So the same $10 billion is there. There is no difference
there.

Mr. JOHNSTON. Oh, no, there is a big difference. There is a very
big difference because our budget resolution already voted with rec-
onciliation instruction contained 38 billion dollars' worth of sav-
ings.

And you actually have instructions going out to the Ways and
Means Committee and the Senate Finance Committee to save or to
raise 19.3 billion dollars' worth of taxes. When those instructions



160

go out, they do not say, "Raise $19.3 billion worth of taxes, but, by
the way, you can miss the target $10 billion." Those instructions do
not say that. Those instructions say, "Raise exactly $19.3 billion."
And if they report a resolution back to the Congress which does not
raise $19.3 billion, it is subject to a point of order.

Mr. CHILES. What I think the Senator from Louisiana needs to
explain to the Senator from Florida is how does this differ? When
you say we are changing the numbers, how does this differ from
the resolution that we are under now? And remember, we used
CBO's economics, so we got ours up to that 136 equals 108. We got
ourselves in that posture.

Mr. JOHNSTON. The Senator asked me a question. I would like to
answer it.

Mr. CHILES. The question is: How does this differ from where we
find ourselves now? If we do not save $28 billion, we will have a
sequestration?

Mr. JOHNSTON. I can tell you exactly.
Under the present law, the target is not $150 billion with a $10

billion leeway, the target is $108 billion with a $10 billion leeway.
That is the difference. So what we have done is we had this real
tough target under the present Gramm-Rudman law and we are
going to make Ronald Reagan toe the line. I have heard it said,
"Boy, we are going to come in there and it is going to be so tough.

We are going to bring Ronald Reagan to the bargaining table and
he is going to have to accept some taxes." And in that spirit, we
voted out a tough resolution saving $38 billion.

And I have even heard the Senator from Florida say, "We have
got to have this new fix, this automatic sequester, so that we can
make Rostenkowski produce $19.3 billion worth of taxes."

And do we then implement this tough policy which is going to
make Rostenkowski vote out the taxes and is going to make Ronald
Reagan accept the taxes? Oh, no. No, Mr. President, we cut it down
to $26 billion, at most. And then if OMB does anything like-they
have done every single year, every single year we have been here,
they are going to cook the numbers again. And that is going to
bring that $26 billion down to maybe as low as I say, $6 billion if
you use the difference in the deficit figures, or $12 billion if you
use the difference in economic projections already done this year in
the President's budget which is the difference between OMB and
CBO-$27 billion, the difference between economic projections be-
tween OMB and CBO.

We are assured that, "Well, the Congress is going to be able to
change that if they want to." Well, you give the Congress a get-off-
the-hook proposal and then you say, "Well, but Congress can be-
tough, Congress is somehow going to be tougher than they have
ever been and up that amount of the deficit, up the amount of sav-
ings you have to make."

Why, Mr. President, this is so patently, so obviously a let-Ronald
Reagan-off-the-hook proposal that I do not see how my friends, bril-
liant and well motivated as they are, can talk about it with a
straight face. It is amusing.

And, Mr. President, the funny thing about it is we are asked to
accept this without debate. Do not send it to the Budget Commit-
tee, where it can survive the light of day. Oh, no. Let us vote it in
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right now. Let us reduce these targets. Let us reduce the amount
you have got to save by $42 billion, the difference between the tar-
gets, or, if you want to use the difference of what we have already
voted here-we have already voted for $38 billion in savings-
reduce that to a maximum of $26 billion, or a more likely amount
of somewhere between $6 billion and $12 billion will be all we have
to save.

Let me repeat those last two figures because I want my col-
leagues to understand. Under this proposal, the only amount that
the Congress will have to save, in my view at least, under the sce-
nario which I think is proper is somewhere between $6 billion and
$12 billion. And that is all you have to do to avoid the sequester.
Why,of course, that lets Ronald Reagan off the hook. Of course,
that lets Rostenkowski off the hook. And if you want taxes, Mr.
President-and I think most of the authors of this amendment do
not want taxes-this is the way to avoid the taxes.

Now, Mr. President, that is the current year. In the current year,
it lets Ronald Reagan off the hook. How about next year? What
does it do with respect to Ronald Reagan next year?

Well, Mr. President, next year we provide for a target of $130 bil-
lion. So, under the present Gramm-Rudman law, if I recall correct-
ly, the target for fiscal year 1989 is $72 billion; is that correct?

Mr. HOLLINGS. Yes.
Mr. JOHNSTON. It is $72 billion, that is the target under the

present law. Now, under this amendment, that target is up to $130
billion. So Ronald Reagan is supposed to come down to $150 billion
and then to $130 billion. So, on the face of it, you have got only $20
billion to save. Between this coming fiscal year 1988 and the final
year of the Reaganwadministration, fiscal year 1989, $20 billion is
all you have to save on the face of it.

But just to be sure, Mr. President, just to be sure, they provide
that in no event will you have to save more than $36 billion from
current policy. That is a special Ronald Reagan get-off-the-hook
provision. It applies only to the Ronald Reagan administration. It
does not apply after that.

My colleagues, understand what I am saying: There is a special
provision for this year for Ronald Reagan and a special provision
next year for Ronald Reagan. Next year it says the most you will
have to save is $36 billion. You know, your target is only $20 bil-
lion difference between fiscal years 1988 and 1989-only $20 billion
difference-but just to be sure there is this special provision that
says "but in no event more than $36 billion."

Now, Mr. President, what happens when, as at least the polls
show-and I do not want to make any predictions as to who is
going to be elected President the next time, whether it will be a
Democrat or a Republican, but I can tell you the polls presently
show that the Democrats are ahead. So let us assume that those
polls are correct-and I grant you they may not be. But suppose
they take control, then what are the Democrats going to have to do
on our watch?

Well, the first thing to understand, Mr. President, is there is no
fail-safe mechanism. You do not have this $36 billion limit. The sky
is the limit. When the Democrats come in, in fiscal year 1990, the
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sky is the limit. If it is a $60 billion difference, whatever it is, there
is no limitation when the Democrats come in.

And look at what happens to the deficit. I mentioned that from
fiscal year 1988 to fiscal year 1989, the budget deficit targets go
down only $20 billion. But look what happens between fiscal year
1989 and fiscal year 1990. They go down $40 billion.

Mr. President, it is kind of amusing. As I mentioned, this year,
fiscal year 1988, you probably do not have to save more than $6
billion to $12 billion. In the next year of Ronald Reagan's adminis-
tration there is only $20 billion difference in the target with a $36
billion special provision relating only to the Ronald Reagan admin-
istration, but then you get to the next year and you have to save
not $20 billion difference in the targets, but $40 billion.

And guess what, Mr. President, these accumulated errors-and,
remember that each year we missed the target by an average of
over $20 billion, over $20 billion we missed that target-and so you
have to add that in as well. It says $40 billion you have got to save
in fiscal year 1990, plus whatever is left over from the prior year.
That is why the $36 billion limitation is so important.

If we run true to form in fiscal year 1990, which will be the first
year of the Democratic administration, you will have to save $40
billion plus the accumulation from the prior year, which is expect-
ed to be, if we run true to form, at least $20 billion.

So the first year the Democrats come in, you have got to save $60
billion; $60 billion.

This year, Mr. President, you have got to save about $6 billion.
This year, with Ronald Reagan, you have to save about $6 billion.
When the Democrats come in the first year, you have got to save
about $60 billion. Why, it is preposterous.

If you really want to know, this thing gets more and more
absurd, Mr. President. You get to fiscal year 1991, and there is a
$45 billion difference in the targets between fiscal year 1990 and
fiscal year 1991. If you add to that the usual expectable difference
in missing the target of $20 billion, fiscal year 1991, you have got
to save $65 billion.

The same thing is true of fiscal year 1992, which is, again, a $45
billion difference in the target, and on your ordinary expectable
difference of $20 billion and you get $65 billion you have to save.

Mr. President, I hope my colleagues understand what I am
saying when I say this is a let-Ronald-Reagan-off-the-hook amend-
ment; when I say that it is a smash-the-Democrats amendment;
when I say it is a sweep-it-under-the-rug amendment. Because the 2
years of Ronald Reagan, you have got to save about, oh, $10 billion;
$10 billion the first year, about $20 billion the second year. And
then with a guarantee of not more than $36 billion. Then you come
in the first year under the Democrats and it is going to be about
$40 billion plus 20-probably $60 billion and then you go $65 bil-
lion. Mr. President, I think I am correct in these figures.

The distinguished Senator from Texas wanted to ask me a ques-
tion and I am certainly ready to yield and have a discussion. If I
am wrong about this, I would like to know just where I am wrong.

Does the Senator from South Carolina wish to ask a question?
Mr. HOLLINGS. No, I wish to give an answer when you get

through. I will be gla-dto tell you why you are wrong.
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Mr. JOHNSTON. If the Senator would do it by question, I will yield
the floor in just a minute.

Mr. HOLLINGS. I will await the distinguished Senator.
Mr. JOHNSTON. Very well, Mr. President, I will yield the floor at

this point to be instructed where I am wrong.
The PRESIDING OFFICER (Mr. Breaux). The Senator from Louisi-

ana yields the floor. The Senator from South Carolina is recog-
nized.

Mr. HOLLINGS. I regret I was not able to hear the full comments
of my distinguished colleague from Louisiana. I had to open a hear-
ing of the Commerce Committee this morning, but I have now
turned it over to the distinguished Senator from Tennessee. Arriv-
ing here on the floor, I listened to the Senator from Louisiana
saying we are letting the President off the hook.

I am astounded. Of course, I've been trying to get him on the
hock. If it were possible, I would have long since done it.

I thought we found a way last June when we had the House-
Senate conference on the budget. The distinguished Senator from
Louisiana agreed to the conference report. We had to voice vote it
late that evening. The Senator from Ohio, Senator Glenn, and I,
paired on the floor there around midnight, objecting because the
assumptions, the economic projections were all kiltered in favor of
letting the President and the Congress off the hook.

I tried to keep the President on the hook and voted against it.
The distinguished Senator from Louisiana voted for it. Now he
complains that we are going to review the present amendment
without reference to the Budget Committee. But what would
happen if we referred it to the Budget Committee?

My distinguished colleague and I are both members of that com-
mittee. Earlier this year in the Budget Committee we marked up a
bill. I set forth proposals to keep the President on the hook, includ-
ing proposals that are only now gaining headlines here in August.
Of course, I'm talking about taxes.

The distinguished former Governor of Arizona has made a media
splash this week by proposing a national consumption tax. Wel-
come to the club. I proposed precisely such a tax back in early
_spring, and I did so not hypothetically as a candidate but concrete-
ly as a ranking member of the Budget Committee.

There were seven votes in committee for this proposal, a proposal
that would indeed have kept the President on the hook. We dedi-
cated my plan and, if my memory serves me well, the "keep-the-
President-on-the-hook" Senator from Louisiana was not there in
committee nor did he vote on my proposal.

I was asking for a value added tax-the same tax that, political-
ly, was the kiss of death for our good friend from Oregon, the
former chairman of the Ways and Means Committee, Al Ulman.
The proposal was voted down and, instead, we have proceeded
down the path of cutting and pasting, nickling and diming, a little
bit here and a little a bit there, but now we have run out of smoke
and we have run out of mirrors. The deficit, as the Senator from
Louisiana points out, continues to grow and grow.

Nonetheless, I take heart from the bipartisan support in the
Budget Committee for my proposal. It would have put the Presi-
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dent on the hook. I only wish the Senator from Louisiana had been
there.

Then day before yesterday we had the voice vote on the motion
to table the alleged get-the-President-off-the-hook amendment of-
fered by the Senator from Louisiana. That amendment said let us
have a clean debt limit running through May of 1989. Of course
the President would just love to be put on that hook. He'd love to
be thrown into that briar patch. It would permit him to sit back
with his veto pen, and the Congress would be just like tying two
cats together by the tail and hanging them over a clothesline and
letting them claw at each other between now and January 1989.
The President would have a fine time talking about balanced
budget amendments, line item vetoes, economic bills of rights, and
so on, while he vetoes any measure that really does something to
reduce the deficit.

So, day before yesterday, we kill the alleged get-the-President-off-
the-hook amendment by the Senator from Louisiana. Because it
was really a throw- the -President- into- the- briar- patch amend-
ment. The President would have signed it in a skinny minute.

Now, the Senator from Louisiana makes a valid point when he
notes that the proposed Gramm-Rudman-Hollings fix does not cut
enough in fiscal 1988. The Senator is welcome to put in an amend-
nient to correct that fault.

But I prefer to operate in the real world. The art and science of
the Senate are compromise. We do not get all we want. Moreover, I
dare say that even if the Senator from Louisiana's approach were
adopted by the Senate as an amendment in the next 10 minutes, it
would not get more than 20 votes over on the House side. And, re-
member, we are dealing with a two-bodied arrangement here and
as a practical matter, we are going to be lucky to get a majority
vote on the Gramm-Rudman-Hollings fix on the House side. It is
frought with political undercurrents and opposition.

Our best hope is what the Senators from Florida, New Mexico,
and Texas have fashioned for us: A good, constructive compromise,
fashioned after what was already enacted by the Senate on a 63 to
36 vote in the original Gramm-Rudman-Hollings II. We have re-
vised it, brought it up to date. I grant the Senator from Louisiana
that we have eased up on some of the deficit targets. Likewise, my
druthers would have been to reduce the $10 billion fudge factor
down to $5 billion.

But Senator Chiles' approach has been reasonable throughout.
For example, he insisted,

I am not going to agree on a deficit target for fiscal 1987 until, in conference, we
get from the Office of Management and Budget, and the Congressional Budget
Office, their separate economic projections.

Yes, OMB and CBO have their bags of tricks. But let us not be
unduly paranoid that OMB will abuse its role in the Gramm-
Rudman-Hollings II process, or in the conference. In that confer-
ence, OMB will present its economic projections, and we will be sit-
ting there in the majority. We will be able to confront OMB's fig-
ures with the already-stated figures by OMB and, thereby, you
have a pretty good rein on the Office of Management and Budget.
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I commend the Senator from Florida for fashioning that particu-
lar provision in this amendment. Mr. President, I urge my col-
league from Louisiana not to hold up progress on the Gramm-
Rudman-Hollings fix. As they say, a man convinced against his will
is of the same opinion still. The fact is, the Senator from Louisiana
was not for Gramm-Rudman-Hollings in any way, shape, or form.
After all, Gramm-Rudman-Hollings is designed to get the President
on the hook.

Mr. JOHNSTON. Mr. President, will the Senator yield?
Mr. HOLLINGS. Yes.
Mr. JOHNSTON. Am I correct that the deficit figure this year is

set by OMB subject only to the right of this conference and later to
the floor to change that deficit figure?

Mr. HOLLINGS. GAO will review a joint OMB/CBO report and
issue its own estimate of the deficit. OMB will then issue the final
deficit estimate explaining its differences with GAO. Congress will
specify 15 economic variables that OMB, CBO, and GAO must use
in estimating the deficit and would have 5 days to change the final
OMB deficit estimate through expedited procedures before a se-
quester took effect.

Mr. JOHNSTON. There are 14 variables I believe that are set out
in the statute.

Mr. HOLLINGS. Fourteen.
Mr. JOHNSTON. Those are determined by OMB subject to the

right of this conference.
Mr. GRAMM. If the distinguished Senator will yield, this first

year we will have CBO and OMB both report in advance and we
will write the average of those two baselines into this law.

Mr. HOLLINGS. And we could write in conference the actual defi-
cit. That is our discretion.

Mr. JOHNSTON. All right. That only makes my point. It is an av-
erage between OMB and CBO, which can be changed in conference
or by the full body but it is an average-for this year. Is that cor-
rect?

Mr. HOLLINGS. Right.
Mr. JOHNSTON. All right.
Mr. BYRD. Will the Senator yield right there?
Mr. JOHNSTON. Yes.
Mr. BYRD. When talking about an average, cannot that be

skewed? Talking about an average, let us say one says 10; one says
20. The average is 15. Suppose one says 10 and the other one says
16, or the other one says 14.

Mr. JOHNSTON. The majority leader makes the point. They not
only can do it; they have done it every time. And the figures right
now show that the latest CBO estimate is $186 billion for the defi-
cit; the latest OMB figure for the deficit is $150 billion. To be sure,
that was granted in January and they have not given us a late
figure. But every time they have come out with skewed figures.
They were $27 billion off in the economic projections as reported by
CBO when the President submitted his budget. That is right, is it
not? I mean not only can they do it, they do it every time. And we
are building-

Mr. HOLLINGS. We were, too, and we loved it. That is how we got
where we are this minute-trying to catch and keep ourselves on
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the hook. I objected. The Senator from Louisiana used OMB fig-
ures, not the Senator from South Carolina. I objected as vigorously
as I knew how to our using OMB's bogus numbers in our budget
resolution. In that fight, the Senator from Louisiana beat me. Yes,
to meet constitutional requirements, OMB will play a major role in
the new Gramm-Rudman-Hollings process. This is the best ap-
proach we have. If the Senator has a better idea, I would be glad to
look at it.

Mr. CHILES. I would like to respond to the majority leader's ques-
tion and I think it is a legitimate question. The question, as I un-
derstand it, is, should we be concerned about OMB skewing the av-
erage because where you say it is the average between OMB and
CBO, then if OMB wants to take an absurd number or a different
number, yes, they can skew4t,-- -

The Senator from Florida was concerned about that point and
that is why in the year we were dealing with now the Senator from
Florida had us write in that before the conference is completed
CBO has to give us their new number, OMB has to give us their
new number, and those numbers then become fixed. They cannot
be changed again this year. So we are not allowing them to in Sep-
tember come up with another number, in October come up with an-
other number. They give us their number. Now, it is the average of
those numbers. So, yes, OMB can give us a bad number if they
want to but it is the average.

Remember, we are in the conference. We are there where we can
then change the baseline number. We can change the sequester
number. We sit in that conference in the majority, because we are
the majority, in the House and Senate. The majority leader knows
how the House feels about this question. I think he knows how the
Senate feels about this question. He knows how the Senator from
Texas, who will be chairing the conference on our side, feels about
this question. So if they want to give that distorted average, we sit
there, lock the number in so it cannot be changed any more, and if
that number is wrong at the top end, we adjust the bottom. So that
is the protection.

Is the $10 billion cushion there? It is. The $10 billion cushion is
there. It can be taken out. The 1j0 can be adjusted to 140, 130. So
however they want to cook thg numbers-and we have OMB,
which we trust, to give us a valid number-we are going to look at
that number-

Mr. BYRD. We do not trust them.
Mr. CHILES. Excuse me. CBO. We have CBO there that we trust.

And if you look at the language, it says, "The level of the gross na-
tional product is the amount determined by the committee of con-
ference on the Balanced Budget and Emergency Control Act." So
we are going to sit there and at that conference we are going to
write that number.

You can raise a lot of fears about this, and the Senator from Lou-
isiana has done that. I do not remember the Senator from Louisi-
ana being a strong proponent of this process ab initio, from its be-
ginning. And so I think he tends to look at it through a certain set
of lenses. I do not think he tends to look at it as roses. I think he is
looking for form. I think you can voice these concerns. They are
legitimate. We need to try to answer them. But the concern about
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OMB cooking this number and us getting the President off the
hook is a concern that I do not think is there because of the fact
that we lock in that number. We in conference determine what
that number is going to be: Where do we stand now? That is where
I think it always has come back. How do you like your mother-in-
law? Compared to who? I think you have to ask that question.
Where are we now? We are with what is supposed to be a target of
108 and we know we are not there. Next year that target goes
down to 72. That is an election year. If we are talking about elec-
tion year and about Democrats, how Democrats are concerned, I
can read those TV ads next year: the target is supposed to be $72
billion. Democrats are in control of the House and the Senate.
Where are they in regard to the deficit?

Mr. JOHNSTON. Will the Senator yield?
Mr. GRAMM. Will the Senator yield?- ......
The PRESIDING OFFICER. The distinguished Senator from South

Carolina has the floor.
Mr. HOLLINGS. Mr. President, the Senator from Louisiana has le-

gitimate concerns. We all do. But we are now in the process of
trying -to find solutions to those particular concerns. We are not
about in presenting this solution to foursquare the accuracy of the
Office of Management and Budget. I objected in January that it
was $27 billion off. It took them until June to acknowledge that. So
I of all Senators understand the point being made by the Senator
from Louisiana. But having made his particular points, now we
have to get on with some kind of solution. It is a compromise. I do
not happen to think we have much of a hook for President Reagan.
If there is any, it is this Gramm-Rudman-Hollings procedure and it
is only a symbol in a sense at the moment now effecting some disci-
pline, but what we really need to do is put lead in the pencil.

Mr. GRAMM. Will the distinguished Senator yield?
Mr. HOLLINGS. Yes.
Mr. GRAMM. I would like to remark on some facts that I think

are very relevant to the debate we are having right now. I have a
page from the fiscal year 1987 sequester report printed in the Fed-
eral Register, volume 51, No. 161, for Wednesday, August 20, 1986,
that shows the difference between the OMB and CBO projections in
1986 of the fiscal year 1987 deficit. The report also explains what
caused the difference. I think this is very revealing. About a year
ago, a year minus 20 days or so, OMB said the deficit for fiscal year
1987 was going to be $156.2 billion. CBO said it was going to be
$170.6 billion. These were the numbers that the Gramm-Rudman-
Hollings process produced.

There were reasons for the difference between the two projec-
tions. Those reasons dealt with things like how to calculate appro-
priated entitlements, agriculture deficiency payments, Federal pay
assumptions, and budget authority-to-outlay ratios. But I want my
colleagues to take note of the fact that if you averaged the two defi-
cit projections made last year by OMB and CBO, you get a deficit
of $163.8 billion. In fact, the newest CBO preliminary estimate for
the fiscal year 1987 deficit is $161 billion. The difference between
the average of the projections made last year and the current CBO
estimate is only $3 billion.
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So I think it is important to note that last year, with no real con-
straints on any of the many items which you could differ on, such
as deficiency payments and Federal pay, the process worked pretty
well.

Mr. CONRAD. Mr. President, will the Senator yield?
Mr. GRAMM. Let me finish this point, because I think it is vitally

important.
OMB projected a deficit of $156.2 billion; CBO projected a deficit

of $170.6 billion. Today, the newest deficit estimate by CBO for
fiscal year 1987 is $161 billion, while the average of the two deficit
projections last year was $163.8 billion.

As the old cliche goes, "That isn't bad for Government work." In
fact, if you wanted to give somebody credit for being the less inac-
curate forecaster, OMB was closer to the current projections of the
deficit than CBO was last year.

However, the point I want to make is not that the process
worked pretty well last year. The point is that the measure before
us eliminates the ability of the two agencies to treat many of the
conflicting items, such as appropriated entitlements, differently.

In the amendment before us, we set out in law how OMB and
CBO must estimate appropriated entitlements. Last year, appropri-
ated entitlements accounted for $1.7 billion worth of the difference
between the projections. We set out in law that OMB and CBO
must assume that we advance the deficiency payments because we
know we are going to do so. That was $1.5 billion of difference in
the deficit estimates. We set out in law that OMB and CBO cannot
overestimate Federal pay assumptions. Treatment of Federal pay
explained $2.8 billion of the difference. We set out in law proce-
dures for calculating the BA-to-outlay ratios; that caused $5 billion
of the difference between the two projections.

In addition, there was a $2 billion difference in estimating reve-
nues, with OMB being more conservative than CBO on tax reve-
nues.

The point I want to make-and I hope my colleagues understand
this-is that the amendment before us mandates procedures relat-
ed to the treatment of farm deficiency payments, BA-to-outlay
ratios, and appropriated entitlements; and those items explain
most of the differences between the two estimates. These differ-
ences, that will be eliminated by the adoption of this amendment,
explained $12 billion of the $14.2 billion of the differences in the
projections last year.

In other words, had the current amendment before us been in
effect, we would have eliminated virtually $12 billion of the $14.5
billion in the difference between the estimates. Interestingly
enough, we would have increased the projection of the deficit and
we would have failed to meet the target, and the headlines today
would read, "Budget Outperforms Projection; Federal Deficit
Lower."

Quite frankly, I think that is a nice headline that I would like to
see.

I want to summarize two important points. First, the process
worked last year: $163.8 billion for the OMB/CBO average was
only $2.8 billion greater than the current projection of the deficit.
That is very good for anybody's work. In fact, my guess is that pri-
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vate estimators outside Government did not do as well in estimat-
ing the deficit.

Second, by setting out in law procedures dealing with appropri-
ated entitlements, farm deficiency payments, Fed,-,ý, al pay, and BA-
to-outlay ratio, we eliminate $12 billion of the $14.5 billion differ-
ence between the deficit estimates calculated by OMB and CBO.

Finally, the distinguished Senator from Louisiana talks about
meeting the deficit targets is easier this year and next year and
harder in the future. Remember, that because of the tax reform
bill and the projected fluctuation in revenues, the deficit estimate
for fiscal year 1989 has increased by $17 billion. Then, between
1989 and 1990, the current services deficit declines by $15 billion;
between 1990 and 1991, it decreases by $10 billion; between 1991
and 1992, the deficit is. lower by $13 billion.

So the truth is that the easiest year to meet the target, if you
want to call any year of deficit reduction easy, is going to be in the
1990 budget, and that is going to occur while we have a new Presi-
dent.

Mr. HOLLINGS. Mr President, the Gramm-Chiles-Domenici
amendment has included a far greater dose of discipline than what
we had in last year's version of Gramm-Rudman-Hollings II. It is a
great improvement. It has been well fashioned. Our colleagues
have waited all week. It has been a lot of hard work, and I com-
mend them on their presentation.

Back to the original point made by my distinguished friend from
Louisiana: I do not think that, even as good as it is, this new proc-
ess is going to make OMB 100 percent accurate and honest. Nor do
I think it is going to make Congress 100 percent accurate and
honest. Likewise, I do not think it is going to put the President on
the hook. But our best shot at binding the President and Congress
into a mutuality of budget discipline is this Gramm-Rudman-Hol-
lings II fix that we have before us.

The Senator from Louisiana had his chance the day before yes-
terday. We considered his proposed solution, and voted it down.
Now let us get on with consideration of Gramm-Rudman-Hollings
II. Let us get a time agreement so we can expedite debate, take a
vote and get it to the House; because the rough work lies ahead of
us in the conference with our colleagues on the other side of the
Capitol.

Mr. CONRAD. Mr. President, will the Senator from South Caroli-
na yield for a question?

Mr. HOLLINGS. I yield for a question by the distinguished Senator
from North Dakota.

Mr. BYRD. Mr. President, before the Senator yields, will he yield
to me?

Mr. HOLLINGS. I yield.

Order for Recess

Mr. BYRD. Mr. President, we want to have a little conference at
10:30. I wonder if we could recess in 10 minutes for 30 minutes or
SO.

Mr. CONRAD. My question is fairly brief.
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Mr. BYRD. Mr. President, if there is no problem with that, I ask
unanimous consent that at 10:40 a.m. the Senate stand in recess for
45 minutes.

The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. HOLLINGS. I yield to the distinguished Senator from North

Dakota.
Mr. CONRAD. Mr. President, I think the Senator from South

Carolina is to be applauded for the efforts he has made over the
years to bring about deficit reduction.

I come at this from a little different direction than does the
senior Senator from Louisiana, but I reach the same conclusion.
That is, I favor a fix. I think we have to have the discipline by both
the President and Congress in order to have deficit reduction. So I
am in complete agreement with the Senator from South Carolina
on that.

I think the concern I have may be shared by the Senator from
South Carolina, and that is that we are not imposing enough disci-
pline on the President or ourselves with this particular fix. The
reason I come to that conclusion, which is the conclusion of the
Senator from Louisiana, is the numbers. The numbers are very
clear.

The target for fiscal 1988 is $150 billion, plus $10 billion of toler-
ance. That is $160 billion. In our budget resolution that has been
passed, we are at $152 billion of deficit with the revenue, with the
$19 billion of revenue. Without the revenue, we take away the $19
billion, and we are at $171 billion. So we have only $11 billion of
difference between the budget resolution without the revenue and
the Gramm-Rudman target for fiscal 1988 as contained in this fix.

It seems to me that it is a pretty easy matter to cook the num-
bers and the numbers have been cooked. It is a pretty easy matter
to get a little bit of revenue to meet the $162 billion. That means
you are taking this President off the hook. It also means you are
taking this Congress off the hook because in 1987 the deficit is
going to be $161 billion according to CBO. This target is $160 bil-
lion.

So it seems to me this resolution has two serious weaknesses: No.
1, no year-to-year deficit reduction from 1987 to 1988 which was
contained as a central part of the previous Gramm-Rudman-Hol-
lings deficit reduction plan. No year-to-year deficit reduction. And,
No. 2, it takes the President off the hook on revenue with respect
to this fiscal year and it takes us off the hook as well with that in
that regard because we are so close on the budget resolution that
has already passed.

It seems to me the fix would be an amendment that would lower
the target for this year and perhaps next year as well.

I know the Senator from South Carolina had a proposal that had
a lower target, and I am wondering if the Senator from South
Carolina would be amendable to an amendment that would lower
the target for this year.

Mr. HOLLINGS. The Senator from North Dakota is correct. I pro-
posed just slipping this year's target of $144 billion 1 year for 1988
and put in $144 billion rather than $150 billion and put in only a
$5 billion cushion rather than the $10 billion.
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But I am committed to the Gramm-Chiles-Domenici-Hollings
compromise. We are trying our best to get everyone together.

The Senator from North Dakota and I both support more disci-
pline.

But coming from the North, he knows that we in the South feel
like a minority. We are in a minority. Likewise, on this Gramm-
Rudman-Hollings fix, we do not have the votes. We must get the
cooperation of the White House. I would think the White House
would resist very strongly on exactly the grounds expressed on this
floor, on the grounds that it backs him into new taxes. So let us
tread very carefully.

Let me repeat, I just do not think that we can do better than
what the package proposed here by Senator Chiles, Senator Do-
menici, and Senator Gramm.

Mr. CONRAD. Let me conclude by saying that I can understand
why the Senator from Louisiana sees this as a bit of a sucker
punch, that is, you take the pressure off the President this year
and I am very much fearful that is precisely what this does.

Beyond that, frankly, from my perspective it also takes the pres-
sure off Congress on year-to-year deficit reduction. So on both
counts this fix disturbs me. I would much prefer lower targets for
fiscal 1988, keep the pressure on both of us, keep the pressure on
the President to accept revenue which he ought to do and keep the
pressure on us to reduce spending which we ought to do.

Mr. HOLLINGS. Mr. President, I think it is a mistaken perception
that there is pressure to slash the deficit. It is a most frustrating
experience. We only really act in the Congress when our feet are to
the fire. The fact is, there is not enough popular outcry and pres-
sure on the issue of the deficit. How else do you explain the Presi-
dent's ability to get away with his traveling carnival show-cutting
up credit cards and so on-at the same time he is presenting budg-
ets that are $27 billion over the deficit target. I would be embar-
rassed at so brazen a misrepresentation.

I am dismayed by it, but I am equally dismayed about the pub-
lic's apparent willingness to tolerate it.

I talked to a member of the New York Stock Exchange yesterday
afternoon. He said "We are counting on you on that fix." I said,
"Baloney. You are not counting on us. Stocks are soaring with or
without a fix." There is no real pressure from Wall Street to deal
with the deficit.

And in the absence of any strong popular pressure, the Senator
from North Dakota and I are not strong enough as individual Sena-
tors from our good States to create that pressure.

I thank the Senator and yield the floor.
The PRESIDING OFFICER. The Senator yields the floor.
The Senator from Louisiana.
Mr. JOHNSTON. Mr. President, this is an interesting debate. I set

out a series of figures and then tried to discuss those figures with
my colleagues, and my colleagues have flown like a covey of quail.

Instead of getting real argument on the questions of whether my
figures were correct, I was told things like, well, the senior Senator
from Louisiana has opposed this bill all along; therefore, his mo-
tives must be suspect. He is looking at this through dark-colored
glasses; therefore, the figures must not be correct.
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Mr. President, that does not have anything to do with the figures
nor does it have much to do with history.

First of all, let us deal with this question of whether you can
trust OMB. Mr. President, OMB has consistently missed the targets
by looking at this thing with rose-colored glasses.

Mr. President, in 8 of the last 9 years CBO has adjusted upwards
OMB's deficit projections by an average of 16 percent, in 8 of the
last 9 years. That includes not just Republicans but Democratic
OMB's as well. It is endemic to OMB. The difference right now is
actually OMB deficit projection this year was $150 billion which in-
clude 3 percent defense real growth. If you take out that defense
real growth which has already been taken out by the committees,
OMB s latest projects is $142 billion, CBO's is $186 billion. There is
a $44 billion difference.

Mr. President, they have stated it right up front. You know what
Dave Stockman said? He said, and this is from his book:

Bookkeeping invention thus began its wondrous works. We invented the "magic
asterisk." If we could not find the savings in time, and we could not, we would issue
an IOU. We would call it future savings to be identified. It was marvelously created,
a magic asterisk item would cost negative $40 billion, whatever it took to get to a
balanced budget in 1984 after we toted up all the individual budget cuts we actually
approved.

That is an interesting revelation by Mr. Stockman as to what
they did, and it has been continued under this OMB director, too.

We are asked to trust these OMB directors. They are going to be
OK. They are going to give us the right figures.

I say history shows something different.
Mr. President, I see the majority leader I think wants to put us

in recess. We will be prepared to continue this discussion later
today.

Mr. BYRD. Mr. President, who has the floor?
The PRESIDING OFFICER. The Senator from Louisiana.
Mr. BYRD. Mr. President, if the Senator wishes to retain the floor

I ask unanimous consent after the following request the Senator
retain the floor.

The PRESIDING OFFICER. Without objection, it is so ordered.

RECESSES

The PRESIDING OFFICER. The hour of 10:40 having arrived, under
the previous order, the Senate stands in recess for 45 minutes.

The Senate, at 10:40 a.m., recessed until 11:25 a.m.; whereupon,
the Senate reassembled when called to order by the Presiding Offi-
cer [Mr. Breaux].

Mr. BYRD. Mr. President, I ask unanimous consent that the
Senate stand in recess an additional 20 minutes.

There being no objection, at 11:25 a.m. the Senate recessed until
11:45 a.m.; whereupon, the Senate reassembled when called to
order by the Presiding Officer [Mr. Breaux].

The PRESIDING OFFICER. The Chair in his capacity as a Senator
from the State of Louisiana, asks unanimous consent that the
Senate stand in recess for an additional-10 minutes.

There being no objection, the Senate, at 11:45 a.m., recessed until
11:55 a.m., whereupon, the Senate reassembled when called to
order by the Presiding Officer [Mr. Breaux].
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The PRESIDING OFFICER. The Chair, in his capacity as a Senator
from Louisiana, asks unanimous consent that the Senate stand in
recess an additional 10 minutes.

There being no objection, the Senate at 11:55 a.m., recessed until
12:04 p.m., whereupon, the Senate reassembled when called to
order by the Presiding Officer [Mr. Reid].

The PRESIDING OFFICER. The majority leader is recognized.
Mr. BYRD. Mr. President, under the order Mr. Johnston is to

retain the floor. While he is getting to the floor-he has been tied
up-let me say that we have had a good conference. It took 1 hour
and 25 minutes but I think we have saved time in the long run.
The emphasis, I think, is on getting this measure adopted and sent
to the conference. We do not have a lot of time or many days. So I
fully anticipate rollcall votes this afternoon.

May I say once again, the joint leadership-I think I can say
this, I have talked with Mr. Dole and both managers-are opposed
to nongermane amendments. This is no time; this is no vehicle for
that. This is not just an ordinary-if I may use that word-debt-
limit extension.

I hope Senators will schedule their afternoon accordingly. If we
do not finish today, then we ought to stay in tomorrow, because
this matter has to go to conference, it has to go back to both
Houses, it has to go to the President's desk, it has to be signed by
the President by midnight, next Thursday. It is a serious matter.
So let us get busy this afternoon, stay in this evening if necessary,
finish it, and then we will be out tomorrow.

Otherwise, I see no alternative but to say until we get this done.
Mr. President, Mr. Johnston is in the process of writing an

amendment, and Mr. Chiles, the distinguished manager of the reso-
lution, is assisting Mr. Johnston, through his staff, so as to expedite
the writing of the amendment, and that will take possibly one-half
hour or some such.

In the meantime, I urge other Senators who have amendments to
come to the floor and call them up. I also urge Senators not to pack
their bags too early this afternoon. I would not want to be away
from this Senate when the votes occur this afternoon, and I would
not want it said that this Senate packed up and went home leaving
such a serious matter as this unfinished.

So this is not just an ordinary Friday afternoon. It is not an ordi-
nary debt-limit extension. If the Social Security checks stop after
next Thursday night and the veterans' checks stop and the United
States is unable to meet its obligations, that will be the shot that
will be heard around the world. It is going to recoil upon all of us.
There are certaintly some things that are more important than get-
ting out this afternoon at 3 o'clock or 4 o'clock or 5 o'clock or 6
o'clock. I would think that Senators would rather choose between
finishing this measure today then coming in tomorrow or having to
erode the August break.

Again, I say if this measure is not on the President's desk by
midnight next Thursday, then we are in trouble. So Senators who
have amendments, now is the time. This is the place. The hour is
here. So do not come in at 4 o'clock saying, "I haven't had a chance
to call up my amendment. Why don't we wait until Monday or
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Tuesday?" We are not going to do that. I would also urge those
with nongermane amendments not to call them up.

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. JOHNSTON. 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. JOHNSTON. Mr. President, we have just had a caucus. Based

on extended discussions in that caucus, I and Senator Conrad and
Senator Wirth and several others will have an amendment, which
is now being drafted, which will seek to give symmetry in treat-
ment of the fiscal year 1988-89 with the other years.

It seems to me that the amendment now pending is the worst of
absolutely all worlds, because under the rubric of being tough, of
having a mandatory sequestration, what the amendment actually
does is reduce the amount of savings that must be made to a point
well below that which has already been voted in the form of the
resolution by the Senate and by Congress-reduces it well below
that which would cause the President to come to the table and seri-
ously negotiate; and certainly, in my view, makes it totally impossi-
ble to get any real taxes.

The amendment we will propose will require real action in the
first year as well as in the second year. So that we just do not
sweep the problem under the rug.

Having said that, I am still an unreconstructed nonfan of the
Gramm-Rudman process, whose main accomplishment I think has
been to delay rather than to save money. It is perfectly true that
the deficit has come down from about $220 billion the first year to
maybe $186 billion this year, if you take CBO's latest number. But
to attribute that to Gramm-Rudman targets, which is the essence
of Gramm-Rudman, I think is totally a non sequitur, because
Gramm-Rudman has clearly not worked to make the targets, and
the essence of Gramm-Rudman is the targets.

The budget process already provided for a reconciliation process,
for a savings process, and Congress was already persuaded that we
needed to cut the deficit. So to say that the only reason you come
down in the deficit is because of the existence of these targets,
when we missed the targets by light years, I think simply does not
follow.

Nevertheless, Mr. President, I do not propose to spend a great
deal of time today-although I will debate it somewhat further-on
the question of the advisability of Gramm-Rudman, because I think
the Senate has probably made up its mind and I want to get my
views on that clearly spread upon the Record. Once having done
that, I do not propose on that point to delay the Senate.

So we will have an amendment, I would guess, in about an hour
on that subject, and will bring it up and will debate it at that time.

In the meantime, I think Senators know that I had planned to
offer an amendment to change the date of expiration of the debt
limit, and I hope that amendment will not receive a great deal of
opposition.

The present date in the pending amendment is October 1, 1988.
So if the present legislation were passed and signed into law, the
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debt limit would expire in October 1, which happens to be the week
on which I am sure the majority leader would like to adjourn the
Senate for the elections of 1988.

I do not think I have to draw a picture or persuade Senators that
that is about as bad a date as you could possibly pick.

The debt limit is always a piece of "must pass" legislation; and
Senators, sensing that everybody knows that they will have to
leave, could put on their little pet project to that debt limit, and
there would be enormous pressure to adjourn the Senate and get
out. So, Mr. President, we certainly should not do it at that time.

Amendment No. 647

Mr. JOHNSTON. Mr. President, in this interregnum, while we are
waiting for the other amendments, I send an amendment to the
desk and ask for its immediate consideration.

The PRESIDING OFFICER. The Chair asks the Senator from Louisi-
ana if this amendment is to the pending amendment or to the bill.

Mr. JOHNSTON. I would have to ask the Chair: Where is it that
the debt limit is stated?

The PRESIDING OFFICER. It is stated in the bill.
Mr. JOHNSTON. This would be, then, an amendment to the bill.
The PRESIDING OFFICER. The Senator is advised that it will take

unanimous consent to set aside the first-degree amendment offered
by the junior Senator from Texas.

Mr. JOHNSTON. Mr. President, I ask unanimous consent to do
that. My purpose in doing it at this time is to use this time appro-
priately while we are waiting for the other amendment. I ask
unanimous consent to do that.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment will be stated.
The assistant legislative clerk read as follows:
The Senator from Louisiana [Mr. Johnston] proposes an amendment numbered

647.

Mr. JOHNSTON. Mr. President, I ask unanimous consent that
reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:
On page 1 line 3, strike all after the word "That" and insert in lieu thereof the

following: "during the period beginning on the date of the enactment of this Act and
ending on May 1, 1989, the public debt limit set forth in subsection (b) of section
3101 of title 31, United States Code, shall be equal to $2,800,000,000,000."

Mr. JOHNSTON. Mr. President, what the amendment does is to
extend the date to May 1, 1989, and to alter the amount of the debt
ceiling to conform with that date.

The rationale for May 1, 1989, is to get it past the election and
far into the next administration, so that the administration team
can be in place. May is usually a time when we are not into the
emergency part of the session, and I think it would be an appropri-
ate time to deal with an extension of the debt ceiling.

I think the argument is well understood, and I yield the floor.
The PRESIDING OFFICER. Is there further debate on the amend-

ment?
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Mr. DOMENICI. Mr. President, as the distinguished Senator from
Louisiana knows, the debt limit part of this bill is within the juris-
diction of the Finance Committee, not the Budget Committee. I
need a few moments to clear this with the distinguished ranking
member, Senator Packwood, and to speak with Senator Chiles, the
chairman of the Budget Committee.

We have negotiated long and hard on this Gramm-Rudman-Hol-
lings fix, and I have assumed all along that our negotiations en-
compassed the underlying extension, not the amended one as sug-
gested by Senator Johnston.

I want to make sure that in anything I say, I am living up to my
commitment to Senator Chiles, the Senator from Texas, and others.
Obviously, if we got the fix in place and it was binding, the Senator
from New Mexico is on record that he would like to see the debt
limit extended.-as recommended in the amendment of the Senator
from Louisiana. But also, I would like us not to extend the debt
limit if the Gramm-Rudman-Hollings fix were not in place.

That is not the issue. I am just saying that it is kind of foolhardy
to have the debt limit come up all the time if we do have some-
thing fixed.

For now, I must indicate that we are not prepared for a few mo-
ments to proceed with the matter, either to debate it or to vote. It
will not take us long, just a couple of minutes.

Mr. JOHNSTON. Would the Senator like to lay it aside for a few
minutes?

Mr. BYRD. Mr. President, will either Senator suggest a time?
Mr. DoMENICI. For purposes of advising the distinguished rank-

ing member, I would like just a few minutes to talk with him, and
I am sure we can arrange something either on time limit or proce-
dure rather rapidly with a vote.

Mr. JOHNSTON. Yes; if the majority leader will yield, I am pre-
Ared-to vote at this time. As a matter of fact, if it is unacceptable,
I am prepared to accept a voice vote. It depends. I do not know if
there is opposition.

Mr. BYRD. I am just hoping we can stay on the bill and not drift
away into morning business, Mr. President. There are times when
morning business is fine.

We have a serious matter here and I hope we will not have Sena-
tors rushing to the floor wanting to make morning business speech-
es because that is the very way to discourage other Senators from
coming to the floor. It does take time and it kind of lends the ap-
pearance that, well, we are going to spend the afternoon talking,
we might as well go ahead and catch our planes.

So I have to say that I will object to any morning business
speeches for the time being.

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. PACKWOOD. 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. PACKWOOD. Mr. President, I have been conversing with Sena-

tor Chiles, Senator Johnston, and Senator Domenici.
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Personally, I support a debt extension through May 1989. I think
it will give us a little more continuity than going month to month,
week to week, or day to day, or even year to year.

I do not want to in any way interfere or jeopardize the agree-
ment that has been reached among the Senator from Texas, the
Senator from Louisiana, the Senator from New Mexico and the
Senator from Florida, which I regard as very important.

So to the extent that the extension of the debt ceiling through
May 1989 does not jeopardize the agreement between the princi-
pals, I support it. I will support it, clearly understanding that if it
does jeopardize the agreement then I would pretty much leave it to
the Senator from Florida and the Senator from New Mexico as to
how they personally feel about it.

But from the standpoint of public policy, I think it is good policy
to go to May 1989.

Mr. CHILES. Mr. President, let me say that the Senator from Flor-
ida actually wanted a much shorter date. I wanted a date of Octo-
ber 15 of this year, and I wanted that date for a very clear reason.
I wanted there to be a supernova in which the reconciliation would
come due and the debt ceiling would come due, and all those mat-
ters would meet at the intersection of the track, and then I was
going to call my brother, because he had never seen a train wreck,
either.

I wanted to bring those things into being. There were parties
that did not agree with me on that. And sometimes parties do not
always see the wisdom of my action. And so the date was set for
September 1988.

I will have to say, just be, frank with my friend from Louisiana
and to the people on the other side, I do not consider this as a
major break in the other parts of the agreement that we have ne-
gotiated. The Senator from Louisiana has raised concerns that I
think could concern people that here we are going to have the
country running out of the authority for its borrowing capacity just
prior to an election. How that cuts, I do not know. I think we
would agree with the remarks that others have made that I suspect
both sides would be hasty to extend that, at least temporarily. I
have seen that happen many times here.

I would like to find out what my good friend from Texas, who
has just come on the floor, feels about that, and that is the amend-
ment to extend it from September 1988 to May 1989. I do not know
whether the Senator from Florida sees anything that changes. The
September 1988 date I think, came out of the Finance Committee.

I would be persuaded by what the Senator from Texas felt on
that. I think I should wait on his feelings on that.

Mr. BENTSEN. As I understand it, the proposed amendment is a
simple temporary extension until May 1989; is that correct?

Mr. JOHNSTON. Yes.
Mr. BENTSEN. Mr. President, I believe that all Senators recognize

that this country is facing a long series of unacceptably large defi-
cits. This is a problem we must deal with. And in passing the defi-
cit control legislation which has been proposed by the chairman
and ranking member of the Budget Committee, we are taking im-
portant and difficult steps to deal with that problem. I do not know
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whether that legislation will have its desired effect. I am inclined
to believe that it will, and I certainly hope that it will.

In any case, I think we need to give the new process a chance to
work, and I think that one way to do that is to put aside for a pro-
tracted time our practice of having the debt limit come due periodi-
cally. I don't think it would be particularly fruitful to debate at
this point the merits or demerits of the debt limit as a restraint on
deficits. The important point is that we are, as a Senate, opting to
throw our efforts behind a different type of mechanism-the auto-
matic sequestration process.

It can, in my view, only confuse and undermine that process to
continue to have debt limit crises while we are trying to achieve
deficit reduction in another way. I realize that the bill before us
continues the debt limit through a little more than a year from
now, but I think under the circumstances that is too short. Next
year will be the first one in which the entire budget process will be
carried out in the context of an automatic sequestration law. It
would be confusing-and possibly disruptive-to have a debt limit
crisis arriving at about the same point as squestration.

Consequently, it seems to me that the most reasonable approach
is to extend the debt limit even further. I therefore support the
amendment by the senior Senator from Louisiana to House Joint
Resolution 324 which will increase the debt limit to $2.8 trillion
through May 1, 1989. This amount is, in fact, the administration's
recommendation transmitted in a letter to me, as chairman of the
Finance Committee, from Secretary of the -Treasury James A.
Baker III. This action will give the new processes we are adopting
here a chance to show their strengths or weaknesses. I hope the
amendment will be adopted.

I ask unanimous consent that the letter from Secretary Baker
supporting such an increase be printed in the Record at this point.

There being no objection, the letter was ordered to be printed in
the Record, as follows:

THE SECRETARY OF THE TREASURY,
Washington, July 8. 19R7.

Hon. LLOYD BENTSEN,
Chairman. Committee on Finance. U.S. Senate, Washington, DC.

DEAR LLOYD: I am writing to request that the Congress act by July 17 on'legisla-
tion to extend the debt ceiling. The temporary debt limit enacted May 15 expires at
midnight on July 17. The ceiling then reverts to the $2.1 trillion permanent ceil-
ing-about $195 billion below the amount of debt that we estimate will be outstand-
ing.

The Congress enacted only a two-month extension of the temporary debt limit in
May to assure that there would be no other choice but to revisit the debt limit in
mid-July. Enactment of a debt limit extension by July 17 is crucial to prevent dis-
ruptions in Treasury debt management that would begin immediately. As described
below, in the absence of timely Congressional action the Government could well de-
fault on its obligations on July 30, and almost certainly will do so on July 31.

The following actions must be taken if the Congress delays enactment of a debt
limit increase. On July 17, we would have to (1) notify the 44,000 savings bond issu-
ing agents not to sell any more bonds and (2) notify the Federal Reserve Banks to
stop issuing State and local government series (SLGS) Treasury securities. Interrup-
tion in the availability of SLGS will result in lost interest earnings and interest ar-
bitrage rebate problems for municipal entities. Furthermore, Treasury will be
unable to invest or roll over maturing investments of trust funds and other Govern-
ment accounts. For many of these accounts, Congressional action will be required if
any resultant losses of investment income are to be restored.
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Disruptions in Treasury's normal market financing will begin on July 20 with the
postponement of the weekly bill auction. On July 23, $13.7 billion maturing bills
will have to be redeemed in full. We will notify the thousands of smaller investors
who use the Treasury book-entry system that they may receive a check instead of
their requested reinvestment of the redemption proceeds in new bills. This will be
done so that they can plan alternative investments. Smaller investors in book-entry
Treasury bills maturing July 30 would also have to be notified, with the additional
warning that the checks may not be honored on July 30.

The Treasury may well not have enough cash to pay off $13.7 billion of maturing
weekly bills on July 30. Even if the Treasury managed to get through July 30, our
balance would be perilously small and we would almost certainly run out of cash
the next day. On July 31, in addition to defaulting on $10.2 billion of maturing mar-
ketable Treasury notes, the United States would not be able to honor $2.1 billion of
benefit payments to veterans and supplemental security income beneficiaries. Fur-
ther, on August 3, $17.1 billion of social security benefit payments could not be hon-
ored, nor could $4.2 billion of benefit payments to railroad, military and civil service
retirees.

I should stress that defaulting on already outstanding, validly incurred obligations
has far graver effects than halting operations of the Government when spending au-
thority is allowed to lapse, such as when there is a delay in action on appropria-
tions. A failure to pay what is already due will cause certain and serious harm to
our credit, financialmarkets and our citizens, it is not remotely similar to a lapse in
authority to incur new obligations.

I urge you to seek cooperation of your colleagues and to act quickly on a debt
limit increase in order to prevent unnecessary problems and later default on the
Government's obligations. We are requesting an increase in the current debt ceiling
to: (a) $2,800 billion, an amount sufficient to get through May 1989, and avoid the
burden of dealing with this time consmn~ing- issue in the midst of election year
schedules; or (b) $2,578 billion, the amount estimated in the President's Budget to be
necessary for FY 1988.

I cannot overemphasize the damage that would be done to the United States'
credit standing in the world if the Government were to default on its obligations,
nor the unprecedented and catastrophic repercussions that would ensue. Market
chaos, financial institution failures, higher interest rates, flight from the dollar and
loss of confidence in the certainty of all United States Government obligations
would produce a global economic and financial calamity. Future generations of
Americans would have to pay dearly for this grave breach of a 200-year old trust.

Sincerely,
JAMES A. BAKER III.

Mr. CHILES. I would say that that answers any questions anybody
poses to me. I would also support it. I would say I have no reserva-
tion or no concern if the body decided to vote that way.

Mr. DoMENIcI. Mr. President, I want to indicate, as I said earlier,
my only reluctance in supporting the Johnston amendment for fur-
ther extension of the debt limit to the date specified was that we
had negotiated our bipartisan approach to a budget fix over a
shorter period of time for the debt extension. But I, too, believe
that it should not interfere, especially since we still have to go to
conference. And we are going to conference with the House debt
extension that is shorter than the Johnston proposal and that, too,
would have to be ironed out there along with the entire Gramm-
Rudman-Hollings fix.

So I hope the Senate would adopt the Johnston amendment and
I, too, support it.

The PRESIDING OFFICER. Is there further debate?
Mr. JOHNSTON. 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. Is there further debate? If not, the ques-

tion is on agreeing to the amendment of the Senator from Louisi-
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ana [Mr. Johnston]. The yeas and nays have been ordered and the
clerk will call the roll.

The assistant legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], the Senator from Hawaii [Mr. Matsu-
naga], and the Senator from Illinois [Mr. Simon] are necessarily
absent.

I also announce that the Senator from Alabama [Mr. Shelby] and
the Senator from New Mexico [Mr. Bingaman] are absent because
of illness in the family.

I further announce that, if present and voting, the Senator from
Alabama [Mr. Shelby], would vote nay.

The PRESIDING OFFICER (Mr. Harkin). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 58, nays 35, as follows:
[Rollcall Vote No. 216 Leg.]

YEAS-58

Bentsen
Bond
Boschwitz
Bradley
Breaux
Bumpers
Byrd
Chafee
Chiles
Cochran
Cohen
Cranston
D'Amato
Danforth
Daschle
Dodd
Dole
Domenici
Durenberger
Evans

Armstrong
Baucus
Boren
Burdick
Conrad
DeConcini
Dixon
Exon
Ford
Fowler
Garn
Glenn

Adams
Biden
Bingaman

So the

Gralln--
Gramm
Hatfield
Heinz
Inouye
Johnston
Karnes
Kassebaum
Kennedy
Kerry
Lautenberg
Levin
Lugar
McConnell
Melcher
Metzenbaurn
Mikulski
Mitchell
Moynihan
Nunn

NAYS-35

Gore
Grassley
Harkin
Hatch
Hecht
Heflin
Helms
Hollings
Humphrey
Kasten
McCain
McClure

NOT VOTING-7

Leahy
Matsunaga
Shelby

amendment (No. 647) was agreed to.

Packwood
Pell
Reid
Rockefeller
Roth
Sanford
Sarbanes
Simpson
Specter
Stafford
Stennis
Stevens
Thurmond
Trible
Wallop
Weicker
Wilson
Wirth

Murkowski
Nickles
Pressler
Proxmire
Pryor
Quayle
Riegle
Rudman
Sasser
Symms
Warner

Simon
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Mr. BYRD. Mr. President, if we may have the attention of all Sen-
ators, and I would particularly want the attention of the distin-
guished Republican leader and the two managers, I want to see if
they agree with me on some matters here this afternoon.

Mr. President, this resolution has to be on the President's desk
and signed by the President by midnight next Thursday or the
whole thing collapses. We need to get this resolution passed this
afternoon or be in tomorrow. Now, we cannot fiddle-faddle around
with all kinds of nongermane amendments. This is not the vehicle
for them, and it is not the time for them. I hope that the joint lead-
ership will join in moving to table any, I say any, nongermane
amendment.

I am sure there are nopngermane_•mendments that are very im-
portant to Senators who have them, and they are important
amendments. But if we do not get this resolution adopted and sent
to the conference-and it has problems in conference with the
House-and back to both Houses and on the President's desk by
midnight next Thursday, Social Security checks are not going to go
out, veterans' checks are not going to go out. This Government will
not be able to pay its bills and it will not be able to borrow money.
So I urge Senators, please do not call up nongermane amendments.

I hope I can get some expression of support from the Republican
leader and from both managers. I hope they will join me in urging
Senators to stay around today and finish the work on this measure.
Those who leave and are out of town when these important votes
occur, may regret that. I would not want to be out of town when
votes are occurring on this resolution today.

So I am going to yield to the distinguished Republican leader or
either of the managers. I want Senators to understand that it is
not just the majority leader standing up here saying we have to get
the job done. I want others who are managing this resolution to
state whether or not it is their intention to move on this afternoon
and to do all we can to press for final action.

Mr. DOLE. Will the majority leader yield?
Mr. BYRD. Yes, I yield.
Mr. DOLE. Let me underscore what the majority leader has said.

It is my understanding that not only the managers of the so-called
Gramm-Rudman-Hollings fix amendment, but also the managers of
the debt limit, Senators Bentsen and Packwood, share the view
that we ought to do it as quickly as we can. I know a lot of our
colleagues on both sides have important appointments later in the
day. I understand there are 13 amendments floating around. There
may be two or three of those that are germane obviously and there
is no quarrel with those. But I wanted to indicate my support for
the position taken by the majority leader, and I hope that is shared
by the managers on each side. I think it is safe to say I can speak
for Senator Packwood that he feels the same.

Mr. BYRD. I thank the Republican leader.
Mr. CHILES. I welcome the majority leader's comments. I wel-

come those of the minority leader. I think it is possible for us to
buckle down and to finish this bill today, this evening, tonight. I
think it could be done quickly if the spirit is here and people un-
derstand. The issues before us are clear. Certainly, I do not think
we should have any nongermane amendments. There are even
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some that are in the realm of maybe calling them germane that I
hope Members would decide now is not the propitious time to offer
those with this question before us.

Mr. BYRD. I thank the Senator.
Mr. DOMENICI. Will the distinguished majority leader yield?
Mr. BYRD. Yes; I yield.
Mr. DoMENICI. I not only support what the Senator has just indi-

cated but I welcome it. Actually, there are, from what I can tell, 8
or 10 amendments that are spurious to the underlying issue. We
are trying on our side to narrow down even those amendments
which are relevant to one or two with reference to such items as
rescission authority and the like. Maybe we can get those down to
only one. We are not there yet. But clearly we would like to finish
today. We think we have struck a pretty good deal after an awful
lot of work and we are now waiting. It seems that Senator John-
ston has the principal amendment which would alter the Gramm
amendment. He says he will be ready shortly. Obviously, it his
amendment will be debated. I know of no other amendments on
our side to the proposal itself. Senator Evans has amendments that
are germane in the area of appropriation bills, line-item veto, and
the like. I am not speaking about those. We know of no amend-
ments on our side to the Gramm-Rudman fix deal that has been
struck between Senator Chiles, myself, and the Senator from
Texas.

Mr. BYRD. Mr. President, I would question as to whether or not a
line-item veto amendment would be germane. I doubt that.

Mr. DOMENICI. Relevant.
Mr. BYRD. Well. relevant is One thing; a good many things can be

relevant, but being germane. I say they have no business on this
resolution. Now, if we get a line-item veto up here and it passes
this Senate, we might as well go home because we are not going to
get any time agreement on this resolution if that is adopted. So
Senators had better sober up and prepare to vote to table some
very attractive amendments perhaps. But we just cannot fiddle-
faddle and get this resolution to conference and have it on the
President's desk. I say that with a great deal of regret and trepida-
tion. I know there will be some amendments probably that will be
called up that I would like to support, too, but I am not going to
support them.

Mr. DoMENICI. Will the distinguished majority leader yield?
Mr. BYRD. Yes.
Mr. DoMENICI. I want to make it clear from my standpoint in my

negotiations and discussions with the distinguished Senator from
Florida, perhaps I have improperly made a distinction between
amendments that were clearly relevant to the processes that are
involved such as rescission enhancement, line-item veto. I am not
telling the leader that I support all of those. But when I said I will
try to keep all nongermane amendments off, I did not have those
two or three amendments in mind. I am trying to limit those, proc-
ess related amendments to a very, very few-if possible one. Hope-
fully that one will not be the line-item veto. I did not include the
line-item veto in the strict definition of germaneness and to that
extent I have misstated myself and I want the leader to under-
stand.
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Mr. BYRD. Yes; Mr. President, I do understand. I respect the Sen-
ator. I still am going to oppose such amendments andI hope that
the Senate will oppose them. Senators have a right to call them up.
That is of course true, but we better think twice. And I hope Sena-
tors will join in tabling nongermane amendments.

The PRESIDING OFFICER. The question now occurs on the Gramm
amendment.

Mr. Moynihan addressed the Chair.
The PRESIDING OFFICER. The Senator from New York.
Mr. MOYNIHAN. Mr. President, this is just to inform the Senate

that in a short while, I hope to offer the Social Security trust funds
management amendment bill, which was introduced on the first
day of the 100th Congress by my distinguished colleague from
Michigan, Mr. Riegle, and myself.

This is a measure which passed the Senate in the last Congress,
only to fail in conference with the House.

As the distinguished managers of the legislation will know, this
is a genuine problem as we deal with this debt ceiling situation. In
1984, during an impasse on the debt ceiling, the Treasury found
itself cashing in some $5 billion in Social Security trust fund bonds,
with a loss to the trust funds of some $382 million in interest pay-
ments, which was subsequently paid back.

Then, in September through November 1985, in a protracted
crisis, the Treasury cashed in, in sequence, $6.9 billion in Septem-
ber, $4.8 billion in October, and $13.7 billion in November.

In round terms, some $25 billion in trust funds were cashed in to
use for the general purposes of Government, which of course is not
what they were there for. Yet, it is also the case that the Secretary
of the Treasury may not have had any choice. We put him in this
position.

Mr. President, may we have order?
The PRESIDING OFFICER. The Senator is correct. The Senate is not

in order.
The Senate will please come to order. The Senator from New

York will suspend while the Senate is brought to order. Will Sena-
tors please cease audible conversation?

Mr. MOYNIHAN. I thank the Chair. The Presiding Officer is very
thoughtful to bring silence to the Chamber on this subject.

We are talking about the Social Security Trust Fund. There is
not one Member of this body, we hope, who will not draw Social
Security someday, and we represent some 33 million Americans
who are drawing it. They have paid their money into this trust
fund, and they have a right to know if it is being kept in trust.

On December 5, 1985, the General Accounting Office found that
the Secretary's actions were "in violation of the Social Security
Act." But then it went on to say: "We cannot say that the Secre-
tary acted unreasonably, given the extraordinary situation in
which he was operating.'

He found himself with the choice of cashing in Social Security
trust funds or letting the U.S. Government default on its debt, an
intolerable choice for a Secretary of the Treasury.

If there was a mistake made in 1984 and 1985, and there was, it
is this: That Congress was not notified of this action of cashing in
the trust funds. The trustees were not notified. We established in
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We wish they had not done that. Under Secretary Gould, in May
1987 testimony before the Finance Committee, said that the Treas-
ury prefers this version to the House proposal, which would prohib-
it disinvestment under any circumstances.

My amendment simply says to the Secretary that he may not dis-
invest-except to pay out social security benefits. This amendment
puts him out of the situation where he could disinvest for other
reasons, but ought not.

This temptation will be large, Mr. President. The trust funds are
in surplus now and will grow. The surplus will reach $1 trillion in
the next decade. The temptation to use these moneys for a crisis
situation, knowing that the crisis comes and there is this money to
use, will grow. It is agreed that as the practice continues, confi-
dence in the trust fund will diminish.

What will you say if your Social Security trust funds are used to
pay for the Commodity Credit Corporation or to buy ships for the
Navy or to subsidize the mass transit here and there-all things
that are legitimate in Government but, nonetheless, not a legiti-
mate use of trust funds?

The amendment provides, very simply, that bonds may be cashed
in but only for the purpose of paying Social Security benefits. That
is what they are there for.

What does this do for the Secretary of the Treasury? In this Sen-
ator's view-and I am chairman of the Subcommittee on Social Se-
curity and Family Policy-it removes the Secretary from an intol-
erable situation where he can, in effect, violate a trust, which he
does not want to do, or he can let the Government default on its
debt, which he does not want to do, and the only way he can avoid
default is to violate the trust. That is not a position in which an
officer of the U.S. Government should be placed.

So what this really does, Mr. President, is to put Congress on
notice that when the debt ceiling is reached, the Secretary has no
option: He cannot dip into Social Security to meet other Govern-
ment obligations.

I emphasize that in the years ahead, this is going to be a very
considerable temptation. In this legislation we will be talking about
fiscal year 1991, which is not far away. In 1991, we now project a
surplus of $260 billion-a quarter of a trillion dollars. That is why
I am happy to be able to say, and honored to be able to say, that
the distinguished chairman of the Committee on Finance supports
this legislation. From the first, he has understood, to repeat, the
intolerable position in which we put the Secretary of the Treasury
and the question of the sanctity of these funds. These funds are for
Social Security benefits and nothing else. They are a trust fund.

Under law, the most binding of the obligations is for a trustee to
see that the trust funds are properly managed. The managing
trustee, the Secretary of the Treasury, is-according to a statement
from the General Accounting Office, the Comptroller-at risk of
having to violate this obligation.

Our Secretary of the Treasury is a man of honor and impeccable
standards in this kind of matter, and he ought not be put in that
position. Our purpose here is to see that he is not.

Mr. BENTSEN. Mr. President, will the Senator yield?
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Mr. MOYNIHAN. I am happy to yield.
Mr. BENTSEN. If I might state as chairman of the Finance Com-

mittee I support the amendment that the Senator will be offering.
As I recall we passed that through the Finance Committee last
year.

Mr. MOYNIHAN. The Senator is right.
Mr. BENTSEN. It passed through the Senate twice and we went to

conference with it.
I think its underlying objective-to keep those funds inviolate-

is shared by all Members of the Congress.
There was, as I recall, some difference of viewpoint as to how you

achieve that objective with the Members of the House. I am confi-
dent, if we pass it this time and take it to conference, we can re-
solve those differences and put it into the law.

I certainly support the objective of the distinguished Senator
from New York in that regard.

Mr. MOYNIHAN. I thank the chairman, who could not be more
supportive in this throughout.

I see my distinguished cosponsor is here and, Mr. President, in
the presence of the Senator from Michigan I yield the floor.

The PRESIDING OFFICER. The Senator from Michigan.
Mr. RIEGLE. I thank the Chair.
Mr. President, I want to say to my colleague from New York that

I am very pleased that we are able to join together in offering this
today.

I thank the chairman of the Finance Committee for his support
of the amendment and his belief that this can be worked out in a
satisfactory way in conference.

It is just wrong to constantly hold people on Social Security hos-
tage to these extensions of the debt limit. The Social Security Fund
is separately financed. The money is there for that purpose and
that purpose alone. It ought to be used. It ought not to be in any
way threatened, jeopardized, or interrupted because of these needs
to extend the debt limit.

So I am very hopeful we can see this enacted into law. We have
passed it before. It is something that our seniors want and deserve
and they ought not be be held hostage in these circumstances, and
this is a way to correct that problem.

I yield the floor.
The PRESIDING OFFICER. The Senator from New York.
Mr. MOYNIHAN. Mr. President, I would like to emphasize a point

that has been made by my friend, the Senator from Michigan.
With this amendment and with our prospective surplus in the trust
fund, whatever happens with these periodic, systematic debt-ceiling
crises, it will not be a crisis for the Social Security recipients. In a
situation where a debt ceiling has been reached and the Assistant
Secretary of Treasury is saying either we get this debt ceiling
changed or no Social Security checks go out Monday morning, he
has a right to disinvest, that is to cash in sufficient trust fund
assets in order to send out the checks. That is what the trust fund
is for.

The Senator from Michigan is quite right. Senior citizens have
every reason to expect that their benefits are there, they are paid
for, and they will be paid out. Suddenly, they have to read in the
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paper they will not go out this Monday. What on earth is happen-
ing?

in all truth, most persons in retirement understand it and there
will not be any great difficulty. But there are many persons who
are frail and apprehensive generally about their situation who will
not understand it and who should not have to understand it. What
those citizens most need is the assurance: do not worry about that,
that is taken care of, we have nothing to worry about here.

Indeed they ought not to worry and with this legislation they
will not.

Mr. President, as the distinguished managers of the legislation
know, we are waiting only for clearance from the other side of the
aisle before we proceed, and we know that clearance will be forth-
coming.

I see my chairman emeritus is on the floor.
Mr. DOMENICI. Mr. President, will the Senator from New York

yield?
Mr. MOYNIHAN. I am happy to yield.
Mr. DoMENICI. I am in a predicament in that I am not a ranking

member of the Finance Committee, and Senator Packwood is in the
process of reviewing the Senator's amendment. We are supposed to
hear from him shortly as to whether or not he has any objection. I
think that will be forthcoming rather quickly.

Obviously, I cannot speak for him. I do not feel disposed to say
OK until at least he has had a chance to look at it. I feel, as the
Senator does, rather positive that he is not going to have any objec-
tion. I think he deserves an opportunity to review it.

Mr. MOYNIHAN. Of course.
Does anyone have a suggestion how we might proceed?
Mr. DOMENICI. We understand he is on the phone at this moment

with his- staff being briefed and we should just be momentarily de-
layed.

Mr. MOYNIHAN. If that is the case, Mr. President, then it would
not be inappropriate for me to hold the floor unless the distin-
guished Senator from Texas wishes to speak.

Mr. BENTSEN. No; that is fine.
Mr. MOYNIHAN. We will be dealing with this matter shortly.
I would like to take the opportunity to note, with respect to the

availability of the Social Security Trust Fund assets to pay bene-
fits, that under this amendment, such assets would also be avail-
able to pay administrative expenses. The point here would be that
it would be of little avail that there are moneys to cover the checks
if, in fact, there is nobody working in the Social Security offices to
send them out. So we provide that the work force continue in the
same manner.

We also provide that in the situation where FICA taxes are re-
ceived by the Treasury as they are continuously, they cannot be in-
vested if we have reached the debt ceiling, they just have to be
held. However, the amendment requires that these tax receipts be
invested as soon as possible and that there is a permanent appro-
priation to restore the trust funds to the level at which they would
have been had no disinvestment occurred.

It would also restore assets that were redeemed, as well as any
interest lost as a result of the redemption.



May I just walk the Senate through that point. Moneys are con-
stantly coming in from FICA taxes, payroll taxes, and those
moneys are typically turned over and paid out in benefits. Any sur-
plus not needed is invested in this particular bond that was estab-
lished half a century ago, which is always redeemable at par. It is
a Treasury bond, but it never drops below par. It is the safest possi-
ble investment in the world, I would like to think, but in normal
circumstances there is no need to cash those bonds because the
cash flow is quite sufficient for what is needed. As a matter of fact,
on a regular basis now each month more money comes into the
trust funds than goes out. So if a bond is cashed in because incom-
ing tax receipts that are arriving in the mail cannot be invested,
you lose interest. Well, we have provided that such lost interest be
paid back. The trust fund is made whole for any interruptions in
its normal operations that come about because the debt ceiling has
been reached and it is not possible to invest the FICA taxes and
the trust fund assets have to be disinvested.

If this seems an abstraction, please remember that it happened
in 1984 and it happened in 1985, and in not small sums, $5 billion,
$25 billion. As that distinguished Senator from Illinois once said on
this floor, a billion here and a billion there and pretty- soon you are
talking about real money. And this is indeed real money.

The great failing in 1984 and 1985 is that Congress was not told.
It was embarrassing to the Treasury, painful to the Treasury. It is
not their manner. They do not proceed in such ways. But in this
case they did.

So we, therefore, provide in this measure that the managing
trustee will be required to notify the Social Security Board of
Trustees and the Congress 15 days in advance of an anticipated dis-
investment.

I do not think I make legislative history through a statement on
the floor, but perhaps I could note at this time that when we say"notify the Congress," what we have in mind is notifying the Fi-
nance Committee in the Senate and the Committee on Ways and
Means in the House. These are the tax committees, and they have
jurisdiction over this legislation, and when everything is in the
open, we will feel secure and there is no need to be apprehensive.
It is when things are done that are not reported and indeed when
things are done that do not have any pre-prepared solution that
you get in trouble. °

When the trust funds were disinvested in 1984 and again in 1985,
there was no established "rocedure for making up the lost interest.
We created such a procedure. We enacted legislation. Today, we
propose to refine that procedure by prohibiting the premature dis-
investment of the Social Security Trust Funds, except to pay out
Social Security benefits.

Amendment No. 648

(Purpose: To specify the treatment of the Social Security Trust Funds in the event
that the statutory limit on the public debt is reached)

Mr. MOYNIHAN. Mr. President, in the circumstance, and seeing
the cheerful confidence of my friend, Senator Domenici, I send this



amendment to the desk and ask for its immediate consideration for
myself and Mr. Riegle.

The PRESIDING OFFICER. Is the Senator from New York asking
consent to set aside the pending amendment?

Mr. MOYNIHAN. Mr. President, I regret that I did not ask for con-
sent to set aside the pending amendment that we might consider
this one item I would now send to the desk.

The PRESIDING OFFICER. Is there objection to setting aside the
present amendment? Without objection, it is so ordered.

The amendment will be stated.
The legislative clerk read as follows:
The Senator from New York [Mr. Moynihan], for himself and Mr. Riegle, proposes

an amendment numbered 648.

Mr. MOYNIHAN. Mr. President, I ask unanimous consent that the
reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:
At the appropriate place, add the following new title:

TITLE -SOCIAL SECURITY TRUST FUNDS

SEC. . SHORT TITLE.

This title may be cited as the "Social Security Trust Funds Managment Act of
1987.
SEC. . INVESTMENT AND RESTORATION OF TRUST FUNDS.

(a) Subsection (d) of section 201 of the Social Security Act (42 U.S.C. 401(d)) is
amended-

(1) by striking out "(1) on original issue" and inserting in lieu thereof "(A) on
original issue",

(2) by striking out "(2) by purchase" and inserting in lieu thereof "(B) by pur-
chase";

(3) by striking out "It shall be" and inserting in lieu thereof "(1) It shall be",
and

(4) by adding at the end thereof the following new paragraphs:
"(2) If-

"(A) any amounts in the Trust Funds have not been invested solely by
reason of the public debt limit, and

"(B) the taxes described in clause (3) or (4) of subsection (a) with respect
to which such amounts were appropriated to the Trust Funds have actually
been received into the general fund of the Treasury of the United States,

such amounts shall be invested by the Managing Trustee as soon as such invest-
ments cart be made without exceeding the public debt limit and without jeopardiz-
ing the timely payment of benefits under this title or under any other provision of
law directly related to the programs established by this title."(3XA) Upon expiration of any debt limit impact period, the Managing Trust-

ee shall immediately-
"(i) reissue to each of the Trust Funds obligations under chapter 31 of

title 31, United States Code, that are identical, with respect to interest rate
and maturity, to public debt obligations held by such Trust Fund that-_

"(1) were redeemed during the debt limit impact period, and
"11) as determined by the Managing Trustee on the basis of standard

investment procedures for such Trust Fund in effect on the day before
the date, on which the debt limit impact period began would not have
been redeemed if the debt limit impact period had not occurred, and

"(ii) issue to each of the Trust Funds obligations under chapter 31 of title
31, United States Code, that are identical, with respect to interest rate and
maturity, to public debt obligations which-

"(I) were not issued during the debt limit impact period, and
"(II) as determined by the Managing Trustee on the basis of such

standard investment procedures, would have been issued if the debt
limit impact period had not occurred.
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"(B) Obligations issued or reissued under subparagraph (A) shall be sub-
stituted for obligations that are held by the Trust Fund, and for amounts in
the Trust Fund that have not been invested, on the date on which the debt
limit impact period ends in a manner that will ensure that, after such sub-
stitution, the holdings of the Trust Fund will replicate to the maximum
extent practicable the obligations that would be held by such Trust Fund if
the debt limit impact period had not occurred.

"(C) In determining, for purposes of this paragraph, the obligations that
would be held by a Trust Fund if the debt limit impact period had not oc-
curred, any amounts in the Trust Fund which have not been invested, and
any amounts required to be invested under paragraph (2), shall be treated
as amounts which were required to be invested upon transfer to the Trust
Fund.

"(4) The Managing Trustee shall pay, on the first normal interest payment
date that occurs on or after the date on which any debt limit impact period
ends, to each of the Trust Funds, from amounts in the general fund of the
Treasury of the United States not otherwise appropriated, an amount deter-
mined by the Managing Trustee to be equal to the excess of-

"(A) the net amount of interest that would have been earned by such
Trust Fund during such debt limit impact period if-

"(i) amounts in such Trust Fund that were not invested during such
debt limit impact period solely by reason of the public debt limit had
been invested, and

"(ii) redemptions and disinvestments with respect to such Trust Fund
which occurred during such debt limit impact period solely by reason of
the public debt limit had not occurred, over

"(B) the sum of-
"(i) the net amount of interest actually earned by such Trust Fund

during such debt limit impact period, plus
"(ii) the total amount of the principal of all obligations issued or re-

issued under paragraph (3XA) at the end of such debt limit impact
period that is attributable to interest that would have been earned by
such Trust Fund during such debt limit impact period but for the
public debt limit.

"(5) For purposes of this section-
"(A) The term 'public debt limit' means the limitation imposed by subsec-

tion (b) of section 3101 of title 31, United States Code.
"1(B) The term 'debt limit impact period' means any period for which the

Secretary of the Treasury determines that the issuance bf obligations of the
United States sufficient to orderly conduct the financial operations of the
United States may not be made without exceeding the public debt limit.".

1(b) Subsection (a) of section 201 of the Social Security Act is amended by
adding at the end thereof the following new sentence: "All amounts so
transferred shall be immediately available exclusively for the purpose for
which amounts in the Trust Fund are specifically made available under
this title or under any other provisions of law directly related to the pro-
grams established by this title.".

SEC.. REPEAL OF NORMALIZED TAX TRANSFER.
(a) Subsection (a) of section 201 of the Social Security Act is amended by striking

out the matter following clause (4) and inserting in lieu thereof the following: "The
amounts appropriated by clauses (3) and (4) shall be transferred from the general
fund of the Treasury of the United States to the Federal Old-Age and Survivors In-
surance Trust Fund, and the amounts appropriated by clauses (1) and (2) of subsec-
tion (b) shall be transferred from the general fund of the Treasury to the Federal
Disability Insurance Trust Fund, upon receipt by the general fund of taxes specified
in clauses (3) and (4) of this subsection (as estimated by the Secretary). Proper ad-
justments shall be made in amounts subsequently transferred to the extent amounts
previously transferred were in excess of, or were less than, the taxes specified in
such clauses (3) and (4). All amounts so transferred shall be immediately available
exclusively for the purpose for which amounts in the Trust Fund are specifically
made available under this title or under other provisions of law directly related to
the programs established by this title.".

(b) The amendment made by subsection (a) shall take effect on July 1, 1990.

51-721 0 - 93 - 7
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SEC. . FAITHFUL EXECUTION OF DUTIES BY MEMBERS OF BOARD OF TRUSTEES OF TRUST
FUNDS.

Section 201(c) of the Social Security Act is amended by striking the last sentence
and inserting the following: "A person serving on the Board of Trustees (including
the Managing Trustee) shall not be considered to be a fiduciary, but each such
person shall faithfully execute the duties imposed on such person by this section. A
prson serving on the Board of Trustees (including the Managing Trustee) shall not

personally liable for actions taken in such capacity with respect to the Trust
Funds.".
SEC. . REPORTS REGARDING THE OPERATION AND STATUS OF THE TRUST FUNDS.

Subsection (c) of section 201 of the Social Security Act is amended-
(1) by striking "once" in the fourth sentence and inserting "twice",
(2) by redesignating paragraphs (1) and (2) as subparagraphs (A) and (B), re-

spectively,
(3) by redesignating paragraphs (3), (4), and (5) as subparagraphs (D), (E), and

(F), respectively,
(4) by inserting after subparagraph (B) (as redesignated by paragraph (2) of

this section) the following:
"(C) Report to the Congress as soon as possible, but not later than the

date that is 30 days after the first normal interest payment date occurring
on or after the date on which any debt limit impact period for which the
Managing Trustee is required to take action under paragraph (3) or (4) of
subsection (d) ends, on-

"(i) the operation and status of the Trust Funds during such debt
limit impact period, and

"(ii) the actions taken under paragraphs (3) and (4) of subsection (d)
with respect to such debt limit impact period;",

(5) by striking out "in paragraph (2) above" and inserting in lieu thereof "in
subparagraph (B) above",

(6) by inserting "(1)" after "(c)", and
(7) by adding at the end thereof the following:
"(2) The Managing Trustee shall report monthly to the Board of Trustees con-

cerning the operation and status of the Trust Funds and shall report to Con-
gress and to the Board of Trustees not less than 15 days prior to the date on
which by reason of the public debt limit, the Managing Trustee expects to be
unable to fully comply with the provisions of subsection (a) or (dX1), and shall
include in such report an estimate of the expected consequences to the Trust
Funds of such inability.".

SEC. . ELIMINATION OF UNDUE DISCRETION IN THE INVESTMENT OF TRUST FUNDS.
(a) Section 201(d) of the Social Security Act is amended, in the first sentence-

(1) by inserting "immediately" after "to invest"; and
(2) by striking ", in his judgment,".

(bXW) Paragraph (2) of section 201(d) of the Social Security Act, as added by this
title, is amendedto read as follows:

"(2) If any amount in either of the Trust Funds is not invested solely ',y reason of
the public debt limit, such amount shall be invested as soon as such Investment can
be made without exceeding the public debt limit and without jeopardizing the
timely payment of benefits under this title or under any other provision of law di-
rectly related to the programs established by this title."

(2) The amendment made by paragraph (1) shall take effect on July 1, 1990.
SEC. . SALES AND REDEMPTIONS BY TRUST FUNDS.

Section 201(e) of the Social SecuritX Act is amended-
(1) by inserting "(1)" after "(e)W; and
(2) by adding at the end the following:
"(2XA) The Managing Trustee may effect any such sale or redemption with

respect to either Trust Fund only for the ptlrlbse of enabling such Trust Fund
to make payments authorized by this title or under any other provisions of law
directly related to the programs established by this title. If either of the Trust
Funds holds any amounts which are not invested by reason of the public debt
limit, the Managing Trustee is nevertheless directed to make such sales and re-
demptions if, and only to the extent, necessary to assure timely payment of ben-
efits and other payments authorized by this title or by any other provisions of
law directly related to the programs established by this title, but the principal
amount of obligations sold or redeemed pursuant to this sentence shall not
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exceed the principal amount of obligations that would have been sold or re-
deemed under normal operating procedures in order to make such payments.".

SEC. . EFFECTIVE DATE.

Except as otherwise provided by this title, the amendments made by this title
shall take effect on the date of enactment of this Act.

Mr. RIEGLE. Mr. President, I am pleased to join with the Senator
from New York [Mr. Moynihan], in offering an amendment to the
debt ceiling legislation which would protect Social Security benefi-
ciaries and the Social Security trust fund from being used as politi-
cal pawns when the Government reaches the debt limit ceiling.
This amendment would prevent a repeat of events that took place
2 years ago when the Treasury Department redeemed assets from
the trust fund to keep the Government from running out of money.
It would also prevent Social Security beneficiaries from being
frightened that their Social Security checks will not be issued
every time the Congress uses the extension of the debt limit ceiling
for political objectives.

For several months in 1984, and again in 1985, the Treasury De-
partment failed to invest the amounts that were 'credited to the
Social Security trust funds. Instead of being invested to ensure that
the program would meet the future needs of workers, surplus reve-
nues from workers' contributions were used to pay for general gov-
ernment activities and a non-interest-bearing credit was assigned
to the trust fund. This resulted in interest losses estimated at
about $875 million. fn response to our questions about these unau-
thorized raids, Congress discovered the astounding fact that the
same abuse had occurred with the debt ceiling was reached in 1984,
resulting at that time in a $440 billion loss of interest. It is uncon-
scionable that neither Congress nor the Board of Trustees had been
informed of any of these episodes and that no steps had been taken
to ensure repayment of the lost interest. Fortunately, Congress has
since mandated that these losses be repayed.

However, these highly disturbing activities by the Treasury De-
partment must not be allowed to occur in the future. Not only do
they threaten the financial stability and structure of the Social Se-
curity System, but they undermine public confidence in the pro-
gram and indeed confidence in the integrity and competence of

-_-..government. Millions of Americans•-who~contribute to the Social Se-
curity System and depend on it to provide them with a decent
standard of living in their retirement years would agree that the
current practice is not a proper way to ensure that the funds owed
them will be there when they need them.

I believe that ultimately Congress should restructure the Social
Security System by making the Social Security Administration an
independent agency. This would largely do away with the conflict
of interest that allowed the Secretary of the Treasury to believe he
could authorize these raids. In the meantime, however, there is
urgent need for action to ensure that this particular threat cannot
occur again. There is currently nothing to prevent Treasury from
engaging in the same kind of manipulation again. For this reason,
I am cosponsoring this amendment by Senator Moynihan. Several
provisions in this legislation would ensure protection of the trust
funds.
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Mr. IMOYNIHAN. Mr. President, I believe we have set forth the
provisions.

Mr. DOMENICI. Mr. President, I have conferred with the distin-
guished ranking member of the Finance Committee, Senator Pack-
wood. He has no objection.

My understanding is the Senate has adopted this approach to
Social Security trust fund investment heretofore but it has not
been acceptable to the House in conference. We have no objection
to it.

Mr. BENTSEN. Mr. President, as the manager of the bill for the
majority, let me point out that we passed this amendment twice
last year in the Senate, and had approved it in the Finance Com-
mittee. I think the objective of the amendment is excellent. I
strongly support it.

What we want to do is be sure that Social Security funds are
held inviolate. That is the purpose. I am confident in going into
conference that the House shares those objectives. The problem
before was a difference over the means of achieving them. I feel
confident that we can reconcile those.

I urge the adoption of the amendment.
The PRESIDING OFFICER. Is there further debate on the amend-

ment?
If not, the question is-on agreeing to the amendment of the Sena-

tor from New York.
The amendment (No. 648) was agreed to.
Mr. BENTSEN. Mr. President, I move to reconsider the vote by

which the amendment was agreed to.
Mr. MOYNIHAN. Mr. President, I move to lay that motion on the

table.
The motion to lay on the table was agreed to.
Mr. BENTSEN. Mr. President, I suggest the absence of a quorum.
The PRESIDING OFFICER. The clerk will call the roll.
The bill clerk proceeded to call the roll.
Mr. KASTEN. Mr. President, I ask unanimous consent that the

order for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.

Amendment No. 649

(Purpose: To lower the deficit targets for fiscal years 1988 and 1989)

Mr. JOHNSTON. Mr. President, I send an amendment to the desk
on behalf of myself; the Senator from North Dakota, Mr. Conrad;
and the Senator from Colorado, Mr. Wirth and Mr. Kerry and ask
for its immediate consideration.

The PRESIDING OFFICER. If the amendment is not an amendment
to the pending Gramm amendment, a unanimous-consent request
would have to be granted to set-aside the pending amendment.

Mr. JOHNSTON. Mr. President, parliamentary inquiry: Is the
Gramm amendment presently pending?

The PRESIDING OFFICER. Yes, the Gramm amendment is the
pending amendment.

Mr. JOHNSTON. Then this amendment is to the Gramm amend-
ment.

The PRESIDING OFFICER. The clerk will report the amendment.
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The legislative clerk read as follows:
The Senator from Louisiana [Mr. Johnston), for himself, Mr. Conrad, and Mr.

Wirth, proposes an amendment numbered 649 to amendment No. 645.

Mr. JOHNSTON. Mr. President, I ask unanimous consent that fur-
ther reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:
On page 59 strike lines 1 through 5 and insert the following:

"(7) The term 'maximum deficit amount' means--
"(A) with respect to the fiscal year beginning October 1, 1987, the lower

of $140,000,000,000 or $36 billion less than the baseline estimate of the defi-
cit in a manner to be determined by the conferees; _

"(B) with respect to the fiscal year beginning October 1, 1988,
$120,000,000,000;'1

and section (dXl) of the Balanced Budget Act of 1985 is amended by striking out
"$10,000,000,000" each place it appears and inserting in lieu thereof
"$5,000,000,000".

(2) The amendment made by paragraph (1) shall be in effect only with respect
to fiscal year 1988.

Mr. JOHNSTON. Mr. President, what this amendment does is re-
quire that, in fiscal year 1988, at least $36 billion in policy reduc-
tions be made from the baseline deficit.

The way we achieve that is to amend the fiscal year 1988 target
and to make that target $140 billion in lieu of the $150 billion
stated in the present amendment and to reduce the cushion from
$10 to $5 billion.

With present economics, that is assuming a deficit which is
CBO's current number of $186 billion, that would give you a policy
reduction of $41 billion.

But we also have language that says $36 billion below the base-
line, whichever is less.

So that if the baseline deficit turns out to be not $186 billion but
something higher than that, or indeed $186 billion, then the $36
billion language would govern.

We also provide that with respect to the fiscal year 1989 deficit,
that the target shall be $120 billion instead of $130 billion. We do
not change the fail-safe of $36 billion for the second year.

Mr. President, I discussed at some length this morning the fact
that the pending amendment, while cloaked in strong language of
making the President come to the bargaining table and that it is
taking a strong swipe at the size of the deficit-actiially it is a step
backward.

If you believe in the Gramm-Rudman process or if you do not be-
lieve in the Gramm-Rudman process, you must accept the fact
which is stated in the figures printed in this amendment that the
Gramm amendment is a step backward because it has a maximum
reduction of $26 billion. A minimum reduction, depending on the
economics, depending on what OMB does, depending on what the
conferees do-it may require zero reduction. But it has a maximum
reduction of $26 billion because that assumes that the biggest defi-
cit projection, which is now the projection of the Congressional
Budget Office at $186 billion, if you use that projection then you
only have to make a savings of $26 billion and that is compared to
the Senate budget resolution, which has already been passed and

.. - - - _0 -



194

reconciliation instructions have already been issued to the various
committees, which require a cut of $38 billion.

So, why should we take a step backward from that strong action
to a weaker action? If we cannot take that action in this, a nonelec-
tion year, what are we going to do next year when it is an election
year? We will do zero next year and not much this year and
present, indeed, an ever-growing crisis for the following year. -.

Mr. President, to me the idea of stepping back, the idea of saying
we cannot act this year, would be to confirm the worst suspicions
that Gramm-Rudman skeptics had all--aldon",nd that is that you
are going to talk tough about procedure, but when you get up to
the actual cutting of the deficits, you are going to wilt like the
roses in the sunlight; you are going to step back from that tough
challenge and not do what can be d3ne.

It can be done this year, Mr. President. The Congress has already
made all those decisions, at least in the budget resolution.

We have taken the tough votes. We have said by a majority vote
of both Houses, $19.3 billion worth of taxes. That is tough action.

It is time to carry that out, it seems to me, by not reducing the
size of the action already taken. I think it is just as clear as it can
be and I hope my colleagues will see it the same way.

I hope that the authors of this amendment, of the Gramm
amendment, will come with us and have a bigger cut and not a
lesser cut.

[MODIFICATION TO AMENDMENT NO. 649]

Mr. President, I send a modification to the desk and ask the
modification be reported.

The PRESIDING OFFICER (Mr. Dixon). The amendment as modified
will be stated.

The bill clerk read as follows:
The Senator from Louisiana [Mr. Johnston] proposes a modified amendment (No.

649).

Mr. JOHNSTON. I ask unanimous consent that further reading of
the amendment as modified be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment, as modified, is as follows:
On page 58 strike lines 1 through 5 and insert the following:
"(7) The term 'maximum deficit amount' means-
"_ "(A) with respect to the fiscal year beginning October 1, 1987, the lower of

$140,000,000,000 or $36 billion less than the baseline estimate of the deficit in a
manner to be determined by the conferees;

"(B) with respect to the fiscal year beginning October 1, 1988,
$120,000,000,000;"

At the appropriate place, insert "and section (d)(1) of the Balanced Budget Act of
1985 is amended by striking out $10,000,000,000 each place it appears and inserting
in lieu thereof $5,000,000,000.".

(2) The amendment made by paragraph (1) shall be in effect only with respect to
fiscal year 1988.

Mr. JOHNSTON. This is a technical correction, second page, sub-
mitted to add on line 14 the words "At the appropriate place,
insert". I-

The PRESIDING OFFICER. The Senator has a right to modify his
amendment.



195

Mr. JOHNSTON. So it does not change the substance of the amend-
ment just described.

Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. I wonder if I-may ask the principal sponsor of the

amendment if he would like to enter into a time agreement with
reference to the amendment.

Mr. JOHNSTON. Mr. President, I do not intend to speak a long
time and Senator Wirth is not here on the floor. At this point, I do
not know whether he is going to want time.

I would rather not enter into that at this time. I think, frankly,
we can dispose of this quickly.

I think the issue is clear and understandable. We discussed it in
our caucus.

Why do we not debate it for a little while and if it looks like it is
getting out of hand, I will agree to any reasonable time limit.

Mr. DOMENICI. Mr. President, I am not going to speak very long
on this amendment. Let me just suggest to the U.S. Senate that
those of us who were totally committed to reinstating a mandatory
trigger have negotiated hard and long to come up with a bipartisan
compromise. I regret to say my friend from Louisiana, the principal
sponsor of this amendment, is not one of those. He has never been
for it. He is not for it and said he was not for it yesterday.

Now this Gramm-Rudman-Hollings automatic trigger is before
the Senate. The distinguished Senator from Louisiana indicated
clearly yesterday that he does not favor the Gramm-Rudman-Hol-
lings sequester. He went to great lengths to discuss with us that he
thought the process would work without it. As a matter of fact, he
read language from a year ago saying that Gramm-Rudman-Hol-
lings would work without an automatic trigger.

So, let me remind the Senate that those who really want to make
the trigger work have gone to the bargaining table, not once, and
not 1 day, not 1 week, but for 2 weeks. From that negotiating as
best we could with us full understanding, not only of the budget, of
the numbers, but of the institution and of the support-and from
whence the support for Gramm-Rudman-Hollings automatic se-
quester comes in the U.S. Senate-we came forth with an agree-
ment -that we think is a fair one.

It puts the United States on a path of deficit reduction. As I said
yesterday, we could sit around here and quibble about whether $5
billion more a year is better for America; $10 billion more a year in
deficit reduction is better for America. But I do not think there is
any question that if we can implement the compromise that Sena-
tors Chiles, Domenici, and Gramm, working with others-if we can
implement that, that would be historic. I do not believe the mar-
ketplace would quibble one bit with a $150 billion target and a
$130 billion target, and thereafter a path to zero.

I think they would raise the flag of victory saying we have final-
ly got something.

Frankly, along comes the Senator, my good friend, a very distin-
guished Senator who does not even support the process and he is
now down here telling the Senate he has the fix for it. He has the
cure for it.
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Well, he sure does. I guarantee what it is calculated to do is to
get no Gramm-Rudman-Hollings sequester process because there is
not support, there would not be support for the numbers that he
has put in and the way he has approached it. Those who are going
to vote for it, I hope they are prepared if they are going to vote to
change the compromise. I hope they are prepared to vote for a
Gramm-Rudman-Hollings sequester, Johnston-style? Because that
is what they are going to have to do.

If they vote in the first round for that, they better be prepared to
stand up and vote yea for a mandatory $36 billion sequester this
coming year, 6 weeks from now, mandatory and unequivocal, or
$140 billion with a $5 billion window.

Let me tell the Senate, my good friend from Louisiana and a few
others have told the Senate that there will not be any major se-
quester, that they have this all figured out, that we have somehow
got some gimmicks here trying to bail out Ronald Reagan and
avoid a sequester.

There has even been some contention that it can be pushed off
into 2 years from now when the other side of the aisle says it is
being pushed off to a President who will be a Democrat President.

Well, let me tell the Chair and the Members of the Senate, I
really think that is going pretty far. First of all, the November
election a year from now has not already occurred.

Frankly, from this Senator's standpoint, if the Senate wants to
know the truth, the difficult part of a U.S. budget from the stand-
point of fixed targets just happens, Mr. President, to be 1988 and
1989. If you are talking about the years following when the other
side of the aisle assumes there is going to be a President of their
party, it just happens, because of the tax bill, that the deficit starts
coming down then even if we do not do anything.

The current policy deficit-that is with no deficit reduction at
all-goes down starting in 1990 and 1991; this is the case even
under the new CBO preliminary numbers. That is why the distin-
guished chairman, Senator Chiles, myself and Senator Gramm con-
centrated so heavily on this year for 1988 and 1989.

I am not going to go into baselines and all kinds of details. Let
me just suggest if the distinguished Senator from Louisiana and his
cosponsors think we are so far off the mark, just listen to this
simple explanation of why $150 billion plus $10 billion and $130
billion plus $10 billion as the fixed targets, with all the vagaries of
change, cannot be far off the mark.

Mr. President, if we were to just go back to the original Gramm-
Rudman-Hollings days and remember that the first deficit, the
$220 billion one that we were unaware of was $50 billion higher
than we thought. I think everybody would say, "Well, at least, we
ought to slip the targets a year."

And if there were no other changes, if we had not found out any-
thing new, do you know where the targets would be this year? $144
billion plus 10. That would be the effect of simply slipping the tar-
gets one a year, without any recognition that interest rates have
gone up and we lost $11 billion in additional interest costs, or to
include the effects of lower revenues or any of the other changes
that have made the deficits we project $17 billion higher in fiscal
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year 1988 and $34 billion higher in fiscal year 1989 than wethought just 4 or 5 months ago.
So I just want to open this discussion by dispelling any notion

that we have done something radical in order to avoid sequester, in
order to help anyone. What we have really done is face reality.

I make no bones about it. That is the first point.
The second point: the majority of support for the Gramm-

Rudman-Hollings sequester happens by coincidence to be on this
side of the aisle. I am sure my good friend, the chairman, went to
his caucus and got a lot of advice from marvelous Senators. I regret
to say that he probably got some great advice from a lot of Sena-
tors who are not for the Gramm-Rudman-Hollings fix.

I hate to be in his position, going to a caucus where everybody is
picking on his compromise and, in particular, those who do not
want it at all. They are most astute about its impact and they have
the most penetrating -questions. They do not have any answers be-
cause they are not going to vote for it anyway.

So, by a strange coincidence, even though we are in a minority, it
is recognized that a majority of the votes for this proposition are
going to come from this side of the aisle, not that side of the aisle.
We hope a lot of them support it.

Now, Mr. President, if I got a blackboard up here I could show
you why $150 billion plus $10 billion is a very logical follow-on to
the original Gramm-Rudman-Hollings. I want everyone to know
that the $150 billion first year target was arrived at because the
Congressional Budget Office is telling us that the deficit is much
higher than we had contemplated when we had the budget resolu-
tion here on the floor. Indeed, they are telling us that a full imple-
mentation of a Democratic-passed budget would not even hit the
targets. That-is.an interesting observation. The Democrat budget
would be substantially off.

Mr. JOHNSTON. Willthe Senator yield?
Mr. DOMENICI. My third point is, and I want to make it clear. We

on this side of the aisle did not enter the negotiations on the auto-
matic sequester because we support the budget plan as the Senate
passed it or Congress adopted it. I know my good friend Senator
Johnston is looking at this debate on the automatic sequester from
the point of view of the budget that passed the Senate and then
was conferenced and adopted. Recall, Mr. President, we did not
vote for that budget. I do not want to bring up old tales, but we did
not sit down in a conference with the House on the budget. Senator
Gramm and Senator Domenici, with their side of the aisle in the
minority, are going to provide most of the votes for sequester, not-
I emphasize not-because we are saying, "How in the world can we
draw a sequester that will absolutely, unequivocally mandate that
the budget adopted will be enforced in its totality?" We do not
come to this issue from this perspective, I assure you. So, I assume
anyone who has any sense would say, "Why did you do it?"

We have worked to provide mandatory targets that are reasona-
ble, practical, achievable, and probably will require a significant se-
quester in order to assure that something in the way of realistic
deficit reduction gets done this year.

Mr. JOHNSTON. Will the Senator yield?
Mr. DOMENICI. Let me finish, please.
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This Senator, if this amendment is passed as is and goes to the
President's desk, I will urge that he sign it. I will also tell him that
in 1988 we have to maximize our efforts to deficit reduction be-
cause the next year will be plenty tough. To get to $130 billion plus
$10 billion will be almost impossible unless we make some real ef-
forts this year. As a matter of fact, the $36 billion maximum in the
second year was put in there at the suggestion of the distinguished
chairman because he knew how difficult that one would be to
achieve.

Now, Mr. President, let me conclude. If there are those on the
other side of the aisle who want to do substantially more than the
compromise, and if they really think we can get it done, then they
should vote for this. They better be prepared to vote for its final
passage because there will be plenty on this side who will not, and
you can unequivocally count this Senator among them.

I am interested in getting something done that can pass both
Houses and get signed by the President of the-United States, that
is constitutional, that will do the job. I repeat, this may be some
issue from the standpoint of the distinguished Senator from Louisi-
ana as to just how big the sequester will be. I do not know how big
it will be. But I do know this: It is not calculated to throw any ex-
traordinary burden on a Democrat or Republican President 2 years
hence. I can tell you that unequivocally. Second, from the stand-
point of the marketplace of the United States-and I think I have
as good a communication with them as anyone around-they do
not have any argument about $5 or $10 billion more or less. They
are saying, "Get the automatic trigger in. And if it is $150 billion
plus $10 billion and then $130 billion plus $10 billion, hallelujah.
Just do it."

I am suggesting that with the amendment in its current form we
have the votes to do it. We have bipartisan support to do it. We
have a chairman of a Budget Committee from the other side of the
aisle willing to do it. We have broad support on this side of the
aisle ready to do it. It is just as simple as that. Are we going to
quibble about $10 billion when the sequester itself is at stake? Or
do we get it done or not?

I will be pleased not only to yield for questions but I am pleased
to yield the floor.

The PRESIDING OFFICER. The Senator from New Mexico will yield
to the Senator from Louisiana.

Mr. JOHNSTON. I thank the Senator for yielding and I would like
to ask him a question. That is, Does he agree with me that under
the pending Gramm amendment, as I recall it, the maximum defi-
cit reduction this year that could be contemplated would be in the
neighborhood of $26 billion, perhaps less? And if that is not correct,
I wish he would explain how it could be more.

Mr. DOMENICI. If the deficit, when we finally arrive at it, is $186
billion and if you ultimately seek $160 billion, which is the $150
billion plus the margin of error, arithmetic yields $26 billion and
that is the answer.

Mr. JOHNSTON. Mr. President, I thank the Senator for that
answer. It is very plain and it is what I have been trying to estab-
lish all morning, that the outside limit of this amendment is $26
billion. And the Senate is stepping back from its own passed budget
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resolution, passed in this Congress, which calls for reconciliation of
$38 billion.

Now, Mr. President, I have distilled the argument of the distin-
guished Senator from New Mexico, and the argument against this
amendment is as follows: The senior Sentor from Louisiana has not
been for Gramm-Rudman, and that is an argument repeated fives-
times. Now, I wonder what relevance it is to this amendment as to
whether I did vote for, whether I approve of the present process, or
whether I think it is likely to work in the future. It is totally irrel-
evant. I would be glad to debate that subject. In fact, I have, some
would say, ad nauseam. But if we are going to have a process-and
I think we have one and are going to have one. I recognize that.
The other day I did not even ask for a record vote. I wanted my
views to be known. I did not even ask for a record vote. But to
repeat five times that Johnston was not for Gramm-Rudman-Hol-
lings is no argument against this amendment. I would say that my
friend from Colorado, a coauthor, is and has been for Gramm-
Rudman, so let us dismiss that argument.

Argument No. 2. This is a sacred agreement between the negotia-
tors and therefore any amendments to it cannot be tolerated. The
negotiators are Senator Gramm, Senator Domenici, and Senator
Chiles. Well, that is very nice-three Senators meet in private. I do
not mean to say that they met in secret, but they met privately. I
do not think the press was there. I do not think the interest groups
were there. They did not call on people to testify. They did not seek
public comment. They just worked together as three well-meaning,
hard-working, bright Senators and fashioned a compromise. And
full blown, it appears on the Senate floor last night at 6 o'clock and
we are not supposed to change a jot or a tittle of that amendment.

Now, Mr. President, that is absurd written large across the Halls
of this Congress. I think the whole process is bad-to present some-
thing this far-reaching without going to committee. This is not a
new issue, Mr. President. The issue has been hanging around all
year long. This same negotiation which took place in secret, or pri-
vately is a better word, between three Senators and their staffs
could have been out there in the full light of day where people
could have debated it back and forth and where people could fully
have known. But the fact that it was not and the fact that they
have made their agreement is no reason to say it cannot be
changed one bit.

Now, when we get to the question of the substance of the num-
bers, we are told-and I think this is a direct quote-"I'm not
going into baselines. If we slipped it for 1 year, we would be about
here, or a 1-year slip would be about 144 and this is 140, so it must
be right."

What relevance is it that somebody says what we should have
done is slip it a year and we would be about here?

That is irrelevant, Mr. President. And we are also told, "If I had
a blackboard, I could show you why 150 plus 10 is a logical
followon to the present amendment."

Well, Mr. President, I can tell you we have waited in vain as to
where the logic is in retreating from a $38 billion cut in the deficit
already approved by this Congress. Where is the logic of saying
reduce that $38 billion to $26 billion other than the fact that,
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"Well, I would vote against your amendment because I guess it
saves more money and Republicans would vote against your
amendment and therefore you better be ready to produce the
votes."

Well, just where is the logic? There is no logic, Mr. President. If
there is some logic, if the Senator would deal with the question at
issue-the question at issue is very precise and very narrow: should
we cut this deficit by $38 billion as called for in our amendment
and as already passed by the Congress at least in the budget reso-
lution, or should we reduce that to $26 billion or less. Now, that is
the question and I wait, I wait, I wait like Evangeline under the
oak for the logic that says we should retreat on the size of the defi-
cit.

Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DOMENICI. I am sure others want to discuss this issue. I just

want to also remind the Senate that the amendment of the distin-
guished Senator from Louisiana with reference to the $36 billion-
and he is fully aware of how difficult that concept is-says that we
do not even decide that here. The manner to determine that will be
decided, if I read the amendment right, by the conferees. That is
what I read here.

Mr. JOHNSTON. Mr. President, will the Senator yield at that
point.

Mr. DOMENICI. Is that what I read or did I read it incorrectly?
Mr. JOHNSTON. The Senator read that exactly right, which is pre-

cisely the concept as contained in his amendment, that the 14 eco-
nomic indicators are to be determined by the conferees. But the im-
portant point is that you must have $36 billion less than the base-
line estimate of the deficit. So there has to be $36 billion less than
that, whatever it is.

Mr. DOMENICI. In a manner to be determined in the conference.
Mr. JOHNSTON. Just as your amendment does. Precisely as your

amendment does.
Mr. DOMENICI. Our amendment provides that for the averaging

of the two sets of economics that are given and known, and that is
why we have agreed to it. Then we will have an objective determi-
nation of what that averaging will be.

Mr. JOHNSTON. Will the Senator yield at that point?
Mr. DOMENICI. I regret that, when I made my explanation of why

150 is a reasonable number, and I talked about slipping Gramm-
Rudman-Hollings a year, my friend from Louisiana assumes I am
talking there about something that is rather insignificant or trivi-
al.

Mr. President, the point I was making was that things have
changed over the 2 years since the original Gramm-Rudman-Hol-
lings bill was enacted. Interest rates went up. We know the conse-
quences of the tax bill. My point was that the deficit when we
started justified our slipping the targets a year. That has been com-
monly understood.

So I am saying that that is $150 billion plus $10 billion is pretty
close-to the $144 billion plus $10 billion that we had figured on 2½/2
years ago, before we knew the new economics that would raise the



201

deficit. That is why I gave that particular discussion to the U.S.
Senate.

Mr. CONRAD. Mr. President, I rise in support of this amendment,
which I coauthored with the distinguished Senator from Louisiana
and the distinguished Senator from Colorado.

I am someone who is clearly on record as favoring a fix for the
Gramm-Rudman-Hollings mechanism; because I am convinced that
unless we have the pressure at the head of the President, the pres-
sure of a gun cocked at the head of Congress, we will not make a
significant deficit reduction, which is precisely what this country
needs.

The reason we need it-and sometimes I think we need to
remind ourselves why we need it-is that this deficit has led to
higher real interest rates than we would otherwise have, which has
driven up the dollar, driven us out of export markets.

The other day, Senator Moynihan, in discussions of the trade def-
icit, indicated that our real problem is a mistake that has been
made in economic policy in Washington-a staggering mistake of
thinking that we could cut revenue, increase spending, and some-
how it will add up. It has not added up. As a result, the deficit in
this country has doubled in the last 6 years, and as a result, we
have a trade deficit out of control. As a result of a trade deficit out
of control, we have a burgeoning international debt. We have
become the biggest debtor nation on the face of the globe, in a
matter of months.

So it becomes incumbent upon us to engage in serious deficit re-
duction. That is the bottom line.

Now let us look at what the amendment before us does. I am not
talking about the Johnston amendment, which I coauthored. I am
talking about the Gramm-Domenici-Chiles amendment. That
amendment would provide a target of $150 billion in fiscal 1988,
with a fudge factor of $10 billion. In other words, if we were to
reach a deficit of $160 billion in fiscal 1988, there would be no se-
quester.

Well, what was the deficit like in fiscal 1987? We are to see if we
are making progress at reducing this deficit. The answer is that in
the amendment of Senators Gramm, Domenici, and Chiles, we
make no progress on the deficit.

The fiscal 1987 deficit is $161 billion. Now we are given a target
of $150 billion plus $10 billion of fudge factor-$160 billion. Abso-
lutely no progress on the deficit from fiscal 1987 to fiscal 1988.

There are those of us who believe-just as sincerely as those on
the other side might believe-that we cannot tamper with this
amendment, that we ought to lower the target, that we should
assure ourselves and the American people that there will be deficit
reduction from fiscal 1987 to fiscal 1988, and that is what the
amendment offered by Mr. Johnston does. It does promise the
American people that we are going to have deficit reduction from
fiscal 1987 to 1988; that we are going to have a $140 billion target,
plus $5 billion of fudge factor, or $36 billion of program reductions,
whichever is lower.

I think that is the sum and substance of the amendment before
us. It pledges what the old Gramm-Rudman-Hollings construct
promised-that is, year-to-year deficit reduction. We are going to
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make progress on this deficit. That is precisely what the American
people expect us to do. It is what we ought to do. I hope we will
ado t this amendment.

Mr. GRAMM. Mr. President, I want to address issue of progress on
the deficit.

Under the original Gramm-Rudman-Hollings law, with all of its
flaws, including the Supreme Court decision that the GAO role was
unconstitutional, we reduced the deficit from $233 billion to $161
billion. But we have had some dramatic changes since then. These
dramatic changes have occured because during the last 8 months,
it has become obvious to the financial markets that Gramm-
Rudman-Hollings is no longer binding on this Congress.

All that produced, in large part, that dramatic improvement in
the deficit-both long- and short-term interest rates going down,
stimulating the economy-has been reversed. It has been reversed
because the people who had rejoiced in December 19 months ago
that we had really done something about reducing the deficit have
discovered that the progress that was made during the 99th Con-
gress was not continuing.

I know that everybody wants to use statistics to support their ar-
gument, but you reach the point of being a little disingenuous
when the same arguments are made over and over again. We have
explained that the tax reform bill produced a one-time $20 billion
increase in revenues in fiscal year 1987. This is one of the reasons
why the fiscal year 1987 deficit is down and why we are estimating
a revenue loss next year.

Mr. CONRAD. Mr. President, will the Senator yield?
Mr. GRAMM. I will yield in a moment. I want to finish my point.
By setting a target of $150 billion for fiscal year 1988, we are

committing ourselves to $36 billion of deficit reduction from the
CBO baseline estimate of the deficit.

We hear this talk about only $26 billion of deficit reduction. I
remind my colleagues that the $10 billion built into Gramm-
Rudman-Hollings is not a fudge factor. It is simply a margin of
error. If you get that close to the deficit target, it is not worth put-
ting the economy and the people who depend on the Federal Gov-
ernment through the wringer of experiencing a sequester order.
But if you do not get within $10 billion of the target, you do not
sequester back to $150 billion plus $10. You sequester all the way
back to $150 billion.

What we have before us is an amendment that says we are going
to decide later between two options to avoid a sequester in fiscal
year 1988. In one of the options we must meet a $140 billion deficit
target, with a $5 billion margin of error.

Do you realize that if the President were willing to sign your rec-
onciliation bill, put your budget into place, you would still have a
sequester order under this target, that we would still have an
across-the-board cut, and this sequester would cut spending all the
way to $140?

I go back and make the point that was made by the distinguished
Senator from New Mexico earlier: By setting targets that we know
we cannot meet, we are engaging in the political game of assuring
that there is not going to be any permanent workable system in
place.
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Quite frankly, since January this Congress has constantly voted
to spend money, we have seen our own pay increase, we have
passed a deficit-increasing supplemental appropriation bill, and we
have passed a budget that raises domestic spending by almost $45
billion while proposing a tax increase of $21 billion. We have only 3
weeks in session before there would be an across-the-board cut in
spending, only 3 weeks to do something about this large deficit, and
yet we have people stand up and say that $36 billion in deficit re-
duction is not enough.

I find it completely unacceptable that after spending money like
it was going out of style, following one of the greatest displays of
fiscal responsibility in American history, Members are on this floor
saying that cutting $36 billion from the deficit in 3 weeks is not
enough progress on the deficit.

Mr. CONRAD. Mr. President, will the Senator yield?
Mr. GRAMM. I want to make one other point and then I will yield

the floor.
I want to return to the issue that OMB is a constant engine of

deceit. We keep hearing people complain that OMB is going to be
involved in the Gramm-Rudman-Hollings process and they can tilt
the numbers.

I wish my colleagues would go back and review the facts. I have
the data from the sequester report for fiscal year 1987, reprinted in
the Federal Register, of the OMB and CBO projected deficits for
last year.

How well did CBO and OMB forecast last year under the old
process? OMB said the deficit was going to be $156.2 billion. CBO
said it was going to be $170.6 billion. Their average was $163.8 bil-
lion. Guess what? The deficit is currently estimated by CBO to be
$161 billion, a $2.8 billion difference from the average of the projec-
tions. That is not bad for Government work.

Some may note that OMB said the deficit was $14 billion less
than CBO said. That is true. But do you know that OMB was closer
to the current estimate than CBO was? Furthermore, under the
compromise that we have offered, we have eliminated the differ-
ences regarding the treatment of appropriated entitlements. We
have required that farm deficiency payments be scored as being ad-
vanced because we know we are going to advance the payments
just as we have in the past. We have written in assumptions about,-
pay rate absorption, and we have written into law how to calculate
BA-to-outlay ratios. Had the amendment pending before us today,
the amendment that I have offered with Senator Chiles and Sena-
tor Dominici, been in place, the difference between OMB and
CBO's estimate last year, constrained by the amendment that we
have before us, would have been lowered to about $2 billion.

Interestingly enough, under our new constraints, the estimate
would have been more inaccurate. In other words, as it is turning
out, we would have forced the deficit to be overestimated.

I am not raising that as any big problem, but I want our col-
leagues to understand that we have imposed very severe restric-
tions on OMB. We have eliminated the areas where there are real
discretion in estimating the deficit. We have eliminated the ability
to decide how you are going to deal with appropriated entitlements,
an item that accounted for $1.7 billion of the difference last year.
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We have eliminated discretion about deficiency payments. That
was responsible for $5.1 billion of the difference last year. We have
eliminated discretion regarding Federal pay absorption. That was
$2.8 billion of the difference last year. We have set constraints on
BA-to-outlay ratios.

Reiterating, had the constraints in our current amendment been
in law last year, the deficit estimate by CBO and OMB would have
been within about $2.5 billion of each other.

So please remember when everybody is saying that we have
given OMB a free hand, the reality is that we have imposed very
strict constraints on OMB. Their discretion really boils down to es-
timates about what is going to happen in the economy, and we
have included in this amendment the opportunity for us to come
back and rewrite those assumptions if we choose. We have convert-
ed the OMB role into a green-eye shade function.

And as a final point, and then I will yield the floor, I ask you to
remember that last year with no constraints whatsover, the aver-
age of CBO and OMB deficit projections came within $2.8 billion of
what we today think is the fiscal year 1987 deficit. That is pretty
good work.

The PRESIDING OFFICER. The Senator from Texas yields to the
Senator from North Dakota for a question.

Mr. DOMENICI. Mr. President, will the Senator yield for a ques-
tion?

Mr. GRAMM. I am happy to yield. Let me yield first to the Sena-
tor from North Dakota and then come back.

Mr. CONRAD. Let me first say that I am surprised to hear the
Senator from Texas on the other side of this question because now
we have the Senator from Texas arguing against a lowering deficit
which surprises me and disappoints me.

We are seeking to have a lower target for 1988. The Senator
makes the point that we have had a lot of deficit reduction under
Gramm-Rudman. We have gone from $221 billion to $161 billion.
The fact is we have had very little reduction in the structural defi-
cit. That reduction from $221 billion to $161 billion is largely illuso-
ry and the Senator when he cites the one-time revenue bump as a
result of the Tax Reform Act points out the fact that we have had
a one-time revenue bump of $20 billion which reduced that deficit
was part of the reduction that we get. Another $18 billion of the
reduction comes from one-shot spending savings.

But the numbers that we just got from CBO tell the story. There
has been _very- little reduction in the structural deficit. There has
been a big reduction because of one-time revenue, one-time spend-
ing savings, but if we are going to get serious about this deficit, we
should be true to the commitment that was in the original Gramm-
Rudman-Hollings Act that called for year-to-year deficit reduction.

I, for the life of me, do not understand why, when we still have a
recovery going that there are those supporting continuation of the
deficit level from 1987 into 1988 going back on the commitment to
year-to-year deficit reduction. That is my question. Why are we
going back on that commitment?

Mr. GRAMM. If I may respond, and then I will yield the floor, it
depends on whether you want to fight- deficits with words or ac-
tions.
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If I wanted to send a letter to my momma this afternoon telling
her how I was for balancing the budget this year, I could sit down
and write it and it would be pretty easy. But the problem is that
my momma is going to read in the newspaper what the deficit ac-
tually turns out to be. The question here is are we trying to make
law, are we trying to set policy, or are trying to let the world know
where we stand individually?

Now I happen to believe that I have a very responsible record on
trying to do something about-reducing the deficit. But I think that
it is not for that record, that the people of Texas elected me or that
the people of the United States elected us. They elected us to make
things happen, and to compromise, if necessary, to move things in
the direction that they believe they should go. Ultimately they
judge us not on the basis of what we say we want to happen but on
the basis of what actually does happen.

My point here is simply this: we have bitten off about all we can
chew given that we must go to conference with the House and
given that we must pass something that the President will sign
into law.

Now, we can spit this compromise out, take a bigger bite, and
choke on it if our objective is not to swallow it. My obipotive is to
swallow. I want to have a system which will force us to balance the
budget over a 5-year period. Killing it off before we ever get started
is not the way to make that happen.

The PRESIDING OFFICER. The Senator from Colorado.
Mr. DOMENICI. Mr. President, I wonder if the Senator will yield

for 1 minute for an explanation.
Mr. WIRTH. I am happy to yield.
Mr. DOMENICI. I want to explain to my friend from Louisiana. He

asked me a hypothetical question.
The PRESIDING OFFICER. The Senator from New Mexico is recog-

nized.
Mr. DOMENICI. He said maximum sequester using $186 billion

which was the CBO deficit.
Mr. JOHNSTON. Not maximum sequester. The maximum require-

ment for deficit reduction to avoid the sequester.
Mr. DOMENICI. But I think the question that I answered, I an-

swered improperly. I said the maximum sequester is 26. That is not
so. The maximum sequester is 36. In order to meet the target you
can get by with 26. And I would just add to the Senators who are
wondering about that, that is exactly the same situation that exist-
ed heretofore when you had fixed $36 billion reductions under
Gramm-Rudman-Hollings. If you got, by action, 26 of it so that you
used up that $10 billion window, you were OK. It is the same here
under the hypothetical asked by the Senator from Louisiana of the
Senator from New Mexico. The sequester goes all the way down to
the target, but to fix it you have got a grace window of $10 billion.

The PRESIDING OFFICER. The Senator from Colorado was recog-
nized.

Mr. WIRTH. Thank you, Mr. President.
I am happy to be joining with the distinguished Senator from

Louisiana and our new colleague from North Dakota in supporting
this very important amendment.
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I served for many years on the House Budget Committee and
was in a lot of battles with the now Senator from Texas [Senator
Gramm] and with the distinguished Senator from New Mexico
[Senator Domenici] and find myself truly very surprised that those
people that I had worked with-and we fought and argued and so
on, but they were and have been so deeply committed to deficit re-
duction-that they are not supporting what is on its face such a
simple proposition in terms of helping us to reduce the deficit.

It seems to me that the debate that we have here, Mr. President,
is only a debate between two approaches. The one that has been
agreed to, which is an approach for budget procrastination, and the
one which we are offering, which is a budget for real budget deficit
reduction. We can procrastinate some more and vote own this
amendment or we can vote for thip amendment and commit our-
selves to some very significant deficit reduction.

Now the argument has been made by the opponents of this that
a deal was cut, that a deal has been agreed to, and that they are"ready to do it," ready-to go-n there and sit down with the House
conferees. It seems to me all they are ready to do is to procrasti-
nate some more on the deficit. I do not think we have to do that.
We do not have to do that. We have a wonderful opportunity avail-
able right here. The Senator from Texas said it is time for us to
make things happen. Now I think we can make things happen by
voting yes on this amendment.

We all know that everybody in this Chamber, every single
Member of this body-and I will bet you every Member of the
House, -as well-has talked about the evils of deficit. They have
gone up and down their States and districts and said how bad the
deficit is; and send them back-here and they will do the job; they
will commit themselves to really moving on the deficit. They have
talked about the evils of the deficit, talked about the problems that
it causes for trade, talked about the pressure that it puts on inter-
est rates, talked about how it is eroding the very fabric of the econ-
omy. We have all heard the rhetoric.

But, from time to time, it is time to set aside that rhetoric, Mr.
President. It is time to set that rhetoric aside. We have all done it.
The time comes when you have a unique opportunity to really
make a difference with one vote. And I think right now we can
make a difference with one vote. And what is that difference?

Let me get into the numbers a little bit and see if I can help to
explain to my colleagues what those numbers are. In summary,
you are going to get at least $36 billion by voting for the Johnston-
Wirth-Conrad amendment, or you can vote no and probably end up
getting much closer to zero.

I want to come back and explain that, but first of all just to put
another matter to rest, if I can.

The argument was made a little earlier, when the Senator from
Louisiana was explaining the amendment, the argument was made
that all he was trying to do, as I remember, was to really destroy
Gramm-Rudman-Hollings; that the Senator from Louisiana had
always been an opponent of Gramm-Rudman-Hollings and this was
just another chapter in opposition to Gramm-Rudman-Hollings.

Well, let me fill that out a little bit by explaining that this Sena-
tor, cosponsoring the amendment with the Senator from Louisiana,
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has been a long-time supporter of Gramm-Rudman. This is not an
effort to destroy Gramm-Rudman. I have been a supporter of
Gramm-Rudman not because I think it is a perfect mechanism, not
because I think we ought to have automatic formulas around here,
but because I believed when this first came up and in every vote
since, I believed that this was a mechanism that we had to get
behind and make work. So I think to suggest that this is destroying
Gramm-Rudman-Hollings is really not a worthy argument and it
certainly is untrue.

I would also remind the opponents of this amendment that I was
not only supporting it but was one of only 14 Members of the
House when I was there, Mr. President, 1 of only 14 Members who
voted to put teeth back in Gramm-Rudman, only 1 of 14 Democrats
to do so. Not a very large number. But I only cite that to support
that one of the authors of the amendment has been a consistent
supporter of Gramm-Rudman and to argue that this is an effort to
gut Gramm-Rudman is simply not the case.

The opponents, as I remember a little bit earlier, also suggested
that what was in this was it unfortunately only allowed the confer-
ees to go in there and to negotiate. That is what we would do, is
just negotiate and leave it to them-you cannot trust them-while
under the current legislation in front of us they would go into the
conference with "two sets of economics that are given and known."

The opponents are telling us that they would go into this with
two sets of economics that are given and known. Well, that is
hardly the case. And understanding that they are not given and
known is essential to understand another piece of our amendment
and why you have to vote for the Johnston-Wirth-Conrad amend-
ment. And let me explain that.

The assumption that our opponents are making is that somehow
CBO and OMB have specific sets of numbers. You submit the dif-
ference between the two and you go into conference with that as
the agreed-upon baseline. That assumes that the given and known
are the OMB numbers. OMB numbers, however, are not given and
known. They are not given and known. This is not to suggest that
OMB is trying to do something sleight of hand or cut a corner.
They just have not made any decisions since their initial figures
were out in January.

In January, Mr. President, their initial figures were $150 billion.
That is OMB's number. Their initial number was $150 billion. That
assumed a 3-percent defense increase, which is defense growth of
about $8 billion. And we know that is not going to happen. So let
us factor that into OMB's number just to get a sense, the best we
can, of what OMB's numbers are. Factor the 3-percent defense back
in there and the deficit comes down to $142 billion because we are
not going to spend that number.

They also do not factor in the REA financing. That is another $7
billion. So if you just take defense and REA financing, the OMB
number would go down to 135. That is their baseline. If you aver-
age tnat with the baseline of 180 coming out of CBO, you end up
with the difference-with the average of 135 and 180-of 150-plus.
Now, what they are suggesting against that 150 is that we have a
deficit of 150. We are going to set the budget at 150. In order
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words, you take this average and you take their deficit, plus the
$10 billion fudge factor.

And what do you end up with in terms of deficit reduction under
the plan presented to us? Zero. There is no deficit reduction. There
is not any deficit reduction. I would just urge my colleagues to do
the simple mathematics. Average where OMB is today, which is ap-
proximately 135, along with what CBO has, about 160, and you end
up with 156, 157, something in that neighborhood. Take away from
that the fudge factor of 10 and what have we got? Almost no reduc-
tions whatsoever.

That is what this debate is all about. That is what this debate is
all about. Just do the arithmetic.

Now, even if we do not do the arithmetic, we should not fool our-
selves by pursuing and listening to the arguments that if we sup-
port this amendment, we are going to be 'engaging in targets we
cannot meet." We could meet a target of zero. We could meet a
target of 10. In fact, I think we could meet, and we agreed in the
budget resolution to meet, a target of at least 38. We agreed to do
that. A majority of this body agreed to do that.

Now, when we agreed to do that, did we say that we were going
to try to meet a target that was not unmeetable? Of course not. We
said we are going to go ahead and do that; we are going to get into
the high 30's. That is what we agreed we were going to do.

The argument against this amendment made on the other side
says, "Well, you all have bitten off more than you can chew." Well,
what I would like to do is to chew on this deficit and chew on it
hard. We are biting off in this amendment essentially what we
have agreed to in the budget resolution. We have not bitten off
more than we can chew.

Now, Mr. President, on the front page of the newspaper the
other day was a picture of a vast credit card. And there was our
leader with a big pair of shears cutting the congressional credit
card. Well, I want to tell you, if you do not support the Johnston-
Wirth-Conrad amendment this afternoon, you are going to be going
home in this August recess and giving the taxpayers another $40
billion, a little less than $40 billion of deficit. That congressional
credit card is going to be cranking up $40 billion more. You have
an opportunity by voting for this amendment to cut, finally to cut,
that congressional credit card in half.

Now, would it not be nice to stop talking about it, stop putting it
on the front pages of the newspapers, but, in fact, to do something
about it?

In summary, where we are, Mr. President, is with a very, very
simple choice: Members going back and looking at the numbers
and looking at doing the averaging, doing the arithmetic, it is not
complicated, it is not difficult, it is basic arithmetic: averaging and
subtracting. That is all you have to do to understand this amend-
ment and to understand why this gets us away from the disease of
budget procrastination, which we have had for so long, Mr. Presi-
dent, and right into some very, very real deficit reductiuw.

So I would urge my colleagues to support this amendment. This
offer does not come very often. We do not have a chance very often
where we can sit down, understand a simple amendment, not a lot
of gobblydegook, not a whole lot of rules, just some simple arithme-
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tic. That same arithmetic will show how you can make some very
significant differences in that budget and cut up that congressional
credit card by voting for this amendment. I hope we wit1 support
this amendment. I want to thank the distinguished Senator from
Louisiana for offering it. He has done a very, very good job, good
service, and I am pleased to be able to join with you in cosponsor-
ing this and supporting it in every way can. I yield the floor.

The PRESIDING OFFICER. The Senator yields the floor, the Chair
recognizes the Senator from Washington, Senator Evans.

Mr. EVANS. Thank you, Mr. President. Some of the debate this
afternoon sounded a little like the Mad Hatter tea party.

Those who on many occasions advocated more spending and
higher taxes are now advocating a lower deficit target and those
who have advocated no new taxes and cutting the budget are advo-
cating a smaller target to shoot at.

I hope we can bring just a touch of reality back to the debate. I
am not going to speak now directly for or against this amendment,
but, rather, to what we are really talking about.

I think we are captured far too often by the numbers. Whether
they come from OMB or whether they come from CBO, they are
looked at as sacrosanct, accurate. They will be what happens.

In fact, I can look ahead with numbers that-have just come out
this month, the July numbers from CBO. They very carefully cal-
culate that based on current baselines, clear into fiscal year 1992,
the deficit will be precisely $160 billon.

I do not know what they know but I do know they are guessing.
They may be guessing with all of the wisdom and the accuracy that
they can, but they are guessing.

When you are looking 6 years ahead, that is not even estimating.
That is guessing what the economy will do.

In order to guess that, they are suggesting that the growth in the
gross national product each year for the next 6 years will be, and
listen to this, precisely 2.5; 2.5; 2.5; 2.6; 2.6; and 2.6.

That sounds more like the scores that are put up after a diving
tournament than it does the absolute and extraordinary and steady
2.5 or 0.6 percent growth that occurs for the next 6 years.

We all know that there has been no time in our history when
any such thing has occurred.

Mr. President, these just give us some targets to shoot at. I
prefer not to even look with very much care at anything more than
"a year out. After all, even for fiscal year 1988 we are talking about
"a long time from now to predict an economy.

So, Mr. President, I do not believe that necessarily by the end of
fiscal year 1988, which is more than a year away, the deficit would
necessarily be $181 billion, $151 billion, $171 billion, or any other
figure except somewhere in that general neighborhood.

But, as long as -we have the Gramm-Rudman Act, and as long as
we are working in the way we are, we need something to shoot at.
That is true.

Let us not kid ourselves. In real terms, we will be measured by
what we do in our appropriations acts, and whatever tax or reve-
nue acts we may choose to pass.

We will not be measured by this artificial target which sits out
there. We will be measured by what we actually do. I suggest, Mr.
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President, that we are wide open for every Member of this Senate
or at least a majority to join together to bring the deficit down. The
way to bring it down is to vote, when each appropriation act comes
in front of us, for appropriations that will help bring it down.

If necessary, and if we believe after going through the spending
patterns, that tax increases are required in order to bring that defi-
cit down, we can vote for those tax increases. It does not really
make any difference whether this budget target is set at $150 or
$140 billion.

If this amendment fails and the deficit target stays at $150 bil-
lion, it does not prevent us from still shooting at $140 or $130 or
$120 billion or any other figure below that target.

Admittedly, the temptation, the extraordinary temptation, is to
spend right up to the limits. I have not decided at this moment
whether I will vote for this amendment or not. It has some great
potential merit, I think, because I have always believed that we
must move more strongly than we have been willing to move in
terms of bringing a deficit down. But I would suggest that if this
amendment fails, I hope those who do support it will vote for the
necessary reductions to get to the $140 billion anyhow.

I hope that they will be willing to vote for the necessary tax in-
creases, to get us to $140 billion anyhow. For even if this amend-
ment failed, it does not prevent us from doing the job we would
like to do.

So, I will be delighted to see what happens to this amendment. If
it has strong support, then I presume there will also be strong sup-
port at the time of appropriation bills and at the time of revenue
bills, to hit that target of $140 billion, even if we have not ens-
conced it into law.

The PRESIDING OFFICER (Mr. Breaux). The Senator from Washing-
ton yields. The Senator from Louisiana is recognized.

Mr. JOHNSTON. I ask unanimous consent that the Senator from
Nebraska [Mr. Exon], be added as a cosponsor to the amendment.

The PRESIDING OFFICER. Without objection, it is so ordered.
Mr. JOHNSTON. Mr. President, it is getting late on Friday after-

noon. Our colleagues are anxious to get out of town.
I think we have had an excellent debate and I am ready to sum

up and bring it to a vote.
- Mr. CHILES. I wonder if the Senator would yield? I want to make
a few remarks on the Senator's amendment, but do not want to de-
prive him of the chance to make the final statement.

Mr. JOHNSTON. I appreciate that courtesy, Mr. President, and I
will yield to the Senator from Florida.

The PRESIDING OFFICER. The Senator from Florida is recognized.
Mr. CHILES. Mr. President, I find myself in somewhat of a dilem-

ma on this amendment. It has a flavor of an amendment I present-
ed to the Senate. In fact, it does not go quite as far as the amend-
ment I presented to the Senate, but it has a familiar flavor.

It happens, therefore, to be something that I believed in, trying
to get $36 billion in deficit reduction.

I also believe in trying to get everything that we can in the first
year. Therefore, it would seem, that I would be for this. There is
only one reason that restrains me.
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The Senator from Florida got 25 votes for his amendment. The
Senator from Colorado, who was a cosponsor of this amendment
and spoke eloquently on it, was 1 of the 25 votes my amendment
received.

He has been persistent in that. There are a few other converts to
this amendment that were not among the 25 who did not vote for
the amendment I offered last week. I do not think the Senator
from North Dakota did. I do not think the Senator from Louisiana
did. I do not think the Senator from Nebraska did.

I am not sure about the Senator from Nebraska. I do not think
he did, either.

I hope there is nothing personal against me, but when the poor
Senator from Florida tried to break something like that out they
did not support it.

The point, Mr. President, is I would like to have this, and I also
want to see us have a fix on Gramm-Rudman-Hollings. Realizing
that the amendment of the Senator from Florida, when proposed,
got 25 votes, persuades me that if this amendment were adopted
today, I am not sure how many more than 25 votes we would get
on final passage. We may get some more.

It may be that these new converts would see things differently.
The Senator from North Dakota has changed and now thinks that
while this bill is not quite as thorough as the Chiles amendment
with $36 billion, it suddenly has a new flavor. Maybe the Senator
from Louisiana, the Senator from Nebraska, and some of these
other people will now take a different look.

I offered the amendment, worked for a number of days before
that trying to persuade the other side on it, went to a vote and got
only 25 votes. I have to conclude that although this is something I
like and I want and I wish was in there, I think it would not allow
us to be successful.

The Senator from Louisiana has been the first to say he does not
favor Gramm-Rudman-Hollings. He has been very consistent and
very forthright in his opposition to it. I understand that. I think he
is also sincere in feeling that perhaps we need more savings in the
first year.

It is interesting, if we did not have this discussion, that this pro-
vides we arrive at some of these figures in a manner to be deter-
mined by the conferees.

That shows me that the Senator from Louisiana and his support-
ers believe that we need to leave something up to the conferees.

I would say that the fix we have before us also provides that the
conferees will ultimately decide what the baseline number is going
to be, after they hear from OMB, after they hear from CBO, as to
what their latest projections are. It is going to be up to the confer-
ees to decide that. That is why I feel we do not have to worry about
whether there is going to be a small number or not. I think they
define the target. They have the authority to define the target.

I am persuaded we have a much better chance to strengthen this
by the conferees than we do by an amendment that, if passed,
might keep us from getting any automatic sequester at all.

Mr. President, much as I would like to vote for this amendment,
I will not be able to. As I say, I have tried that and I wish when
the Chiles amendment was up I had had the support of the Senator
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from Louisiana, the Senator from North Dakota, and the Senator
from Nebraska.

Mr. JOHNSTON. Will the Senator yield?
Mr. CHILES. Yes.
Mr. JOHNSTON. I would suggest the Senator's amendment has

never been up. There was a point of order to waive the Budget Act,
but his amendment has never been up and has never been voted
upon. Am I not correct?

Mr. CHILES. I think the Senator is not correct. We did waive the
Budget Act with the help of my friend. I think he helped me out-
o-u-t. We had that and got 25 votes.

Mr. WIRTH. Will the Senator yield?
Mr. JOHNSTON. I yield.-_
Mr. WIRTH. I thank the Senator. I was pleased to support the

Chiles amendment and I hope his amendment is adopted. On the
question of giving the conferees a voice, we all have to think of
what they can come up with on deficit targets. What we are talk-
ing about here is assuring that our Senate conferees going into con-
ference with the House have the strongest possible position. That,
it seems to me, is what this amendment does. It provides a much
firmer base going into conference.

Mr. CHILES. I do not argue with that at all. What I am not per-
suaded on, I would say, is we only got 25 votes, and the Senator
from Colorado joined with me on that vote. I am not persuaded
that if this amendment passes, we will have the votes on our side
to carry.

Mr. WIRTH. As Mark Twain said, if you always do the right
thing, you will gratify some people and astonish the rest.

Mr. CHILES. I do not know if he said that, but I do know he said
once burned, twice shy. I got burned.

Mr. CONRAD. If the Senator will yield, I want to say that I think
there is a good chance for us to carry the day. I do not think it is
the same situation we faced earlier. I am a convert not because I
changed position. I have not changed position. I wanted fixed tar-
gets in there. Now we have fixed targets. I also wanted a lower
target for this year, which is included in this amendment.

I am convinced that one of the reasons the Senator did not get
the votes is because he did not have fixed targets. Now we have the
best of all worlds, fixed targets and a lower target for this year. It
would be nice to support this.

Mr. JOHNSTON. Mr. President, I shall sum up in a couple of min-
utes. I hope we can vote at that time.

First of all, let me say, Mr. President, that this is not the same
amendment as the Senator from Florida had, but if it is, on the
fact he may have been right at that time and did not get enough
votes, if the amendment is right the amendment is right.

I am reminded of that story of the lawyer who argued one side of
a case in the morning before a judge and he made a passionate ar-
gument. That afternoon he was representing another client and he
happened to have exactly the opposite side of that same point of
law, and he vociferously argued the opposite side. After the case
was over, the judge said, "Counselor, how in the world could-you
argue so strong one way in the morning atnd another way in the
afternoon?"
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He said, "Your Honor, this morning I thought I was right and
this afternoon I know I am right."

Mr. President, it boils down to this: the Senator from Florida
says this is the right thing to do, but somehow it violates the agree-
ment of the triumverate executed privately, in good faith to be
sure, but executed privately. I say if it is a good thing to do, we
ought to do it.

The sole, narrow question presented here is: What is the proper
size of the deficit reduction to be made in the coming year?

The Senate has settled that, the Congress has settled that, in the
reconciliation agreement, and in the reconciliation agreement,
which provides for all the cuts, we said $38 billion.

This amendment says $36 billion, so we are right on target, with
the action already taken by this body, approved by the House of
Representatives, and now the budget resolution with which we op-
erate.

Second, it is consistent with the Gramm amendment now pend-
ing. The Gramm amendment says that the appropriate reduction
to be made next year is $36 billion. They say the appropriate reduc-
tion in the year after that is $40 billion and the year after that is
$45 billion and the year after that is $45 billion, but not this year,
he says. This year, he says, we can do a maximum of $26 billion.
And when you ask the Senator from Florida why, he says, "Well, I
tried that and it didn't work. I still believe it is right, but I am not
going to vote for it." You ask the Senator from New Mexico why
and he says, "Well, I could give you some good logical reasons." He
says, "This is about where we would be if we slipped it a year." He
says, "I'm not going to go into baselines."

In effect, there is no good reason to reduce that deficit reduction
target from $36 billion or $38 billion down to $26 billion or less. I
believe the Senator from Colorado is right when he says it is really
not $26 billion. By the time this amendment matriculates through
the process, it will be closer to zero. But even if it is the maximum
amount of $26 billion, that is too little. It is inconsistent with their
own amendment. It is inconsistent with what the Congress has
done. And I think we ought to stand up and make this cut.

One final word. Much has been said about my opposition to
Gramm-Rudman. My opposition to Gramm-Rudman in the past,
and which continues now, has not been because I think it cuts the
budget too much. Not at all. As a member of the Budget Commit-
tee over thO-past-10 years, I have consistently voted for lower defi-
cits. I have not been one of the big spenders. My opposition to
Gramm-Rudman has been because simply I do not believe it has
worked and I fear it will not work. But I can tell you this, Mr.
President. I will try to make it work and this amendment for sure
makes it work better because it gives us as big a bite as we can
take. We have already taken a $38 billion bite in the budget resolu-
tion, and I say let us stick to what we have already done. I say let
us make a $36 billion deficit reduction in the coming year. We can
do it and that is what this amendment accomplishes.

Mr. LEVIN. Will the Senator yield for a question?
Mr. JOHNSTON. Yes, indeed.
Mr. LEVIN. As my friend from Louisiana knows, I have been a

supporter of Gramm-Rudman and I very much support the Chiles
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amendment as being better than nothing. I also happen to like the
Senator's amendment. I think it improves the Chiles amendment.
My fear is that if it is adopted, however, Chiles may not then have
enough votes to pass. That is a real consideration for me. I have
not heard the Senator from Louisiana address that issue, including
his own position if he is free to say so, on the Chiles amendment if
it is amended by the Senator's amendment successfully. Is the Sen-
ator free to tell us at that time either what his own position would
be on the Chiles amendment or whether or not he believes firmly
that the Chiles amendment can pass if it is amended by his amend-
ment? Because his whole claim is, rightfully so, that his amend-
ment is greater deficit reduction than the Chiles amendment. I
think that is true and that is why I like his amendment.

Mr. JOHNSTON. I think it is an appropriate question. I am pre-
pared to answer the Senator directly. -I still do not believe in
Gramm-Rudman. However, given the choice of having this package
passed with my amendment, if I must vote for it to pass it, as op-
posed to passing without my amendment, I would be prepared to
vote for the Chiles package holding my nose. Though I might be for
the rest of the provisions of it, I am prepared to vote for it to pass
it, and I believe we can pass it.

Mr. LEVIN. One additional question, if I could. We all have talked
to each other a lot about this amendment because it is critical as to
where we are going as a Congress and as a nation, I think as a
nation being far more important. Can the Senator predict with any
confidence-and I am not going to hold him to his predictions as to
how others would vote, but does the Senator have any degree of
confidence, if his amendment passes, we can get 51 votes to pass
the Chiles amendment as amended by Johnston? Is the Senator at
all confident of that?

Mr. JOHNSTON. I believe we can. I believe we can. And I can tell
the Senator that it is not a final action. In other words, if we try
and fail to pass the Chiles amendment, it is further amendable. So
it is not as if it is a final action. I say if you believe that $36 billion
is the appropriate target as opposed to $26 billion or less, and you
are worried about whether it will sink the ship, I say come with us,
give us a try, and if we fail, then the debt limit is further amend-
able so it will not be final action. The Johnston amendment, be-
lieve me, is not going to sink this ship. In fact, it may make it sail
out on a fresh new tide of budget reduction.

The PRESIDING OFFICER. Is there further debate?
Mr. DOMENICI. Mr. President, we are ready to vote.
The PRESIDING OFFICER. If there is no further debate-
Mr. DoMENICI. We ask for the yeas and nays.
The PRESIDING OFFICER. The yeas and nays are requested. Is

there a sufficient second? Obviously there is.
The yeas and nays were ordered.
The PRESIDING OFFICER. The clerk will call the roll.
The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], the Senator from Illinois [Mr. Simon]
are necessarily absent.
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I also announce that the Senator from Alabama [Mr. Shelby] and
the Senator from New Mexico [Mr. Bingaman] are absent because
of illness in family.

I further announce that, if present and voting, the Senator from
Alabama [Mr. Shelby] would vote "nay."

Mr. DoLE. I announce that the Senator from Wyoming [Mr.
Simpson] is necessarily absent.

The PRESIDING OFFICER. Are there any other Senators in the
Chamber who desire to vote?

The result was announced-yeas 41, nays 52, as follows:

[Rollcall Vote No. 217 Leg.]

YEAS-41

Baucus
Bentsen
Boren
Breaux
Bumpers
Burdick
Byrd
Conrad
Cranston
Daschle
DeConcini
Dixon
Dodd
Exon

Armstrong
Bond
Boschwitz
Bradley
Chafee
Chiles
Cochran
Cohen
D'Amato
Danforth
Dole
Domenici
Durenberger
Evans
Garn
Glenn
Gramm
Grassley

Adams
Biden
Bingaman

Ford
Fowler
Gore
Graham
Harkin
Inouye
Johnston
Kennedy
Kerry
Lautenberg
Levin
Matsunaga
Melcher
Metzenbaum

NAYS-52

Hatch
Hatfield
Hecht
Heflin
Heinz
Helms
Hollings
Humphrey
Karnes
Kassebaum
Kasten
Lugar
McCain
McClure
McConnell
Murkowski
Nickles
Pickwood

NOT VOTING-7

Leahy
Shelby
Simon

So the amendment (No. 649), as modified, was rejected.
Mr. DOMENICI. Mr. President, I move to reconsider the vote by

which the amendment was rejected.
Mr. CHILES. I move to lay that motion on the table.
The motion to lay on the table was agreed to.
The PRESIDING OFFICER. Are there other amendments?

Mikulski
Mitchell
Moynihan
Nunn
Pell
Proxmire
Pryor
Reid
Riegle
Rockefeller
Sarbanes
Sasser
Wirth

Pressler
Quayle
Roth
Rudman
Sanford
Specter
Stafford
Stennis
Stevens
Symms
Thurmond
Tr4ble
Wallop
Warner
Weicker
Wilson

Simpson
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Mr. BINGAMAN. Mr. President, I am opposed to the Gramm-
Rudman-Hollings "fix" that is being considered today and I plan to
vote against it.

The provision before us today is needed to reinstate the automat-
ic sequester and to bring it into.comip..lian••ele-•. with the recent consti-
tutional ruling that the original provision was an unlawful delega-
tion of legislative power to the executive branch and therefore un-
constitutional. The sequester would, of course, require automatic
spending cuts across the board if Congress and the White House
fail to meet their deficit targets. As I understand this provision,
Congress and the White House would have to achieve a deficit of
$150 billion in fiscal 1989, $90 billion in 1990, $45 billion in 1991,
and zero in 1992.

I am as much in favor of reducing the budget deficit as any Sena-
tor, and if I thought the so-called Gramm-Rudman-Hollings proce-
dure or any other procedure would balance the budget, I would
vote for it and join in the chorus telling the country we have fixed
the deficit problem. But I simply don't believe this procedural fix
or any other one, for that matter, will seriously work. It simply
will not fix the deficit problem.

This latest procedure is fraught with inequities-imposing great-
er hardship for some than others, and it has more loopholes than
the tax codes to avoid action. The only action that will seriously
reduce the deficit is real action by the Congress to bring spending
and revenues into balance. Procedural fixes will not work. I ask
unanimous consent that a fact sheet from the Center on Budget
and Policy Priorities be inserted in the Record following my re-
marks.

In summary, I believe the Gramm-Rudman-Hollings Act repre-
sents an extremely complex procedural effort to deal with a sub-
stantive problem. As it is further modified by this amendment
under consideration, I believe Gramm-Rudman-Hollings would
serve real injustices on some groups while protecting others and it
could actually serve to deepen and accelerate any economic down-
turn we might experience by attempting to tie the hands of Con-
gress, this President and future Presidents by limiting economic
options. Finally, the action is simply an effort to paper over with
legislative language the deficit problem instead of taking the action
which is really needed.

Mr. RIEGLE. Mr. President, I have grave- reservations about the
wisdom of the course we seem to be heading down. The Gramm-
Rudman-Hollings approach to controlling Federal deficits is a
failed policy. During the firstyear of this law, deficits exceeded the
targets by $50 billion in fiscal year 1986. The deficit for the current
fiscal year will exceed the Gramm-Rudman target by at least $20
billion, and would be substantially higher except for a unanticipat-
ed one-time capital gains tax revenue windfall-a result of last
ear's tax reform legislation, a matter totally unrelated to the
budget procedure.
The Gramm-Rudman approach is a Rube Goldberg device that is

no substitute for setting Federal priorities and making hard budget
choices. As we have learned since GRH went into effect, there's
always a way around elaborate decision-avoiding procedure like
Gramm-Rudman. Federal deficits can only be reduced by honest
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budgets and painful choices, not by slashing randomly at programs
regardless of their effectiveness or importance.

Contrary to the stated intent of its authors, this amendment ac-
tually reduces the incentives for the President to work with Con-
gress to solve the deficit problem. There are not sufficient guaran-
tees to prevent OMB from manipulating the level of a sequester by
using overly optimistic economic assumptions to reduce the esti-
mated deficit. This potential, together with raising the 1988 deficit
target to $150 billion with a $10 billion cushion, seriously reduces
the incentive for the President to work with the Congress to come
up with a workable reconciliation bill that makes real, lasting re-
ductions in the Federal deficit.

Mr. President, rather than try to jerry-rig this failed system, we
need to take steps to confront the deficit head on. The President
should convene a budget summit with congressional leaders this
year before more time is lost and put all options on the table. We
must deal with the deficit problem now in a direct head-on
manner. If we continue to rely on procedural sidesteps rather than
direct action, we will continue to add to the growing mountain of
Federal debt which is placing America's economic future in greatjeopardyMr. Ld.VIN. Mr. President, I will vote in favor of the Gramm-

Chiles-Domenici amendment to fix the Gramm-Rudman law in
spite of the imperfections of the fix and with the firm hope that
these imperfections can be cleared up in conference with the House
of Representatives.

It is important to have the underlying Gramm-Rudman law be-
cause the unfortunate history over the past few years is that if the
President and the Congress have a choice between hard decisions
on spending and revenues on the one hand, and inaction resulting
in a higher deficit on the other hand, inaction and a higher deficit
win out. So, what is needed is an immediate incentive to make
hard choices. What is needed is something which makes inaction
painful in the immediate sense and not just with respect to the
long term economic health of the country. The Gramm-Rudman
law establishes the process which prevents inaction on the deficit
from being the path of least resistance.

It is important to have an automatic sequester mechanism as
part of the underlying Gramm-Rudman law because unless the
Congress has the ugly monster of sequester on the horizon-certain
that the monster will attack if their is no action by the Congress,
and unless the President also sees that monster on the horizon-
certain that the monster will also pounce upon him, then neither
the Congress nor the President will act to reduce the deficit and,
thereby chain the monster. If either the Congress or the President
see a way out of sequester other than by reducing the deficit
through hard choices, then we can be certain that those hard
choices will not be made.

The automatic sequester mechanism represented by this amend-
ment is marginally adequate for this stage in the legislative proc-
ess. It is vital to fixing the Gramm-Rudman law that we pass this
amendment and this debt limit and send it all on to a conference
with the House. However, let me make clear that I believe this fix
can and must be improved in the conference with the House.
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Specifically, I am troubled by the degree of def, .3e flexibility in
the sequester order that could be exercised by thf President as a
result of this amendment. The conference report accompanying the
original Gramm-Rudman law made clear that the sequester order's
flexibility for defense in that original law was a one time thing for
fiscal year 1986. To quote from the report:

The conferees have included language which provides for limited flexibility in
regard to sequestration of defense spending for fiscal year 1986 only. The flexibility
is not intended as a precedent for similar flexibility in future years in which regis-
tration might occur.

It is true that, unlike the fiscal year 1986 flexibility for defense,
the defense flexibility in this amendment that is available to the
President is conditioned on a majority vote of the Congress. In
other words, if the Congress does not approve the President's exer-
cise of this defense flexibility, then the President will have no
actual ability to modify the across-the-board cuts as they affect de-
fense programs, projects, and activities. Nevertheless, to the extent
that the possibility of exercising this flexiblity gives the President
the flicker of hope that a sequester order might be less onerous to
his cherished defense programs, the underlying rationale of
Gramm-Rudman of putting us all in the soup together is under-
mined.

I am also troubled by the deficit targets for fiscal year 1988 and
fiscal year 1989. I believe that they should be $10 billion less in
each year if we are going to be serious about deficit reductions and
if we are to reduce the prospect that the Office of Management and
Budget will game the numbers in such a way as to artificially
eliminate the threat of a sequester order in those years. Further-
more, I believe that this modification would provide a smoother
glidepath for fiscal year 1990 than does the amendment as it now'
stands. The vote on the Johnston amendment, which would have
made these changes, indicates that a substantial number in the
Senate has similar concerns. I trust that the Senate conferees will
understand this message as they engage in their discussions with
the conferees from the House.

Finally, Mr. President, I want to make clear that no one should
conclude from my voting for the Gramm-Chiles-Domenici amend-
ment that, if this amendment comes back from the conference un-
changed, that I am committed to vote for the conference report.
The concerns I have expressed go to the core of the workability of
the Gramm-Rudman process. As I indicated to the chairman of the
Budget Committee, I am willing to vote for this amendment as a
way of revitalizing that process, but I am not willing to vote, in the
final analysis, for legislation which would only create an illusion
that Gramm-Rudman exists if in reality it has died or if it has been
revised to point the gun it threatens to trigger more in one direc-
tion than another.

Defense Flexibility Provisions

Mr. STEVENS. Mr. President, before we take a final vote on the
so-called Gramm-Rudman-Hollings fix amendment, I want to bring
to the Senate's attention some issues relating to the defense flexi-
bility provisions.
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As enacted 2 years ago, Gramm-Rudman-Hollings provided for
special defense flexibility rules for fiscal year 1986, only.

Those provisions permitted the President, at his discretion, to
adjust sequestration amounts within the defense function.

Specifically, military personnel accounts were permitted to have
a reduced sequester, or none at all, provided that any lost outlay
savings were offset by raising the precentage reduction applied to
all other defense programs, projects, and activities.

In addition, for nonpersonnel defense accounts, the sequester ap-
plied to one program within an account could be reduced by in-
creasing the sequester of another program in that same account, so
long as total outlay reductions sequestered from the defense func-
tion remain the same.

The amendment before us today, similar to the special rules for
fiscal year 1986, provides for defense flexibility for both personnel
and nonpersonnel defense accounts. However, the flexibility with
respect to nonpersonnel accounts is made subject to congressional
approval.

The congressional approval would be expedited under special pro-
cedures.

Mr. President, the conference on the Gramm-Rudman-Hollings
fix ought to take a very careful look at these new rules on defense
flexibility. At a time of tight defense budgets, a sequester would hit
our Nation's defense very hard. We need to be absolutely certain
that if we do have a sequester, the Department of Defense at least
has the flexibility to mitigate the damage to its defense programs.

Specifically, several issues ought to be addressed in conference:
First, is it advisable to make the flexibility subject to congres-

sional approval? If we do reach a point where a sequester is trig-
gered by Congress' failure to meet its self-imposed deficit targets, is
it then fair to tell the Department of Defense that any plan it has
to make the sequester less damaging must be approved by Con-
gress?

In connection with this, it appears that the pending amendment
has made a tradeoff. Whereas, in fiscal year 1986, reductions in se-
quester amounts had to be offset within the same defense account,
under the pending amendment, the offset can occur anywhere in
the defense function. The conference ought to examine whether it
is worthwhile to trade off increased flexibility, for the constraint of
congressional approval.

With regard to congressional review, an option which ought to be
considered in conference is whether it might be more reasonable to
permit the flexibility, subject to congressional disapproval, as op-
posed to congressional approval. This would leave the Defense De-
partment with needed flexibility, but give Congress an opportunity
to overturn the Defense Department's sequester modification, if it
so chose.

A key provision of the defense flexibility arrangement in the
pending amendment, is the fast-track procedure for congressional
approval. In reading over the provision, I noticed that although
floor debate is seVerely limited, amendments are not. Because of
the very tight timeframe for an approval resolution to be complet-
ed, permitting amendments to such resolutions could kill the ap-

-T- .
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proval process. Attention ought to be given in conference to
making approval resolutions nonamendable.

In fiscal year 1986, defense flexibility was precluded from using
base closures to add money back to other defense programs. In the
pending amendment, this constraint is limited-to domestic base clo-
sures. The conferees ought to consider whether we want to permit
foreign base closures to occur as part of a sequester modification.

Finally, the pending amendment provides in part that: "new
budget authority and unobligated balances for any program,
project, or activity within major functional category 050 (other
than a military personnel account) may be reduced under an order
* * *." I assume this means "reduced by a greater percentage,"
but that ought to be clarified.

Mr. President, I urge my colleagues to take a serious look at
these issues in conference. If another sequester does occur during
the next several years, we need to make sure that it will do the
least possible damage to our national security and the morale of
our Armed Forces. I thank my colleagues for their attention.

Mr. WARNER. Mr. President, I rise today to express my concerns
with the prospects this corrective amendment to the Gramm-
Rudman-Hollings deficit reduction process will hold for our Na-
tion's defense readiness.

In the original Gramm-Rudman-Hollings deficit reduction proc-
ess, the President was given flexibility in where to cut the defense
budget.

In fiscal year 1986 the President could, with a particular defense
program, reduce the budget up to twice the required reduction in
order to protect funding for another program within the same ac-
count.

This limited flexibility allowed him, for instance, to cut one Navy
aircraft program up to twice as much as required in the interest of
preserving a different Navy aircraft program.

By the same token, however, the President was not permitted to
trim the Navy program to preserve funding for an Air Force air-
craft program.

This flexibility was explicit for fiscal year 1986 in the original
Gramm-Rudman-Hollings legislation.

Today we are considering an amendment which would allow
some flexibility in defense manpower accounts, while requiring
congressional concurrence to obtain flexibility in other accounts.

Although the 1986 provision was only for 1 year, the decision to
grant this flexibility has not lost its logic or good sense.

Suppose there was no such discretion.
Large, well-established programs for which procured items are

already being efficiently produced and which have not already
been subjected to reductions in funding would be in the strongest
position to absorb Gramm-Rudman-Hollings imposed reductions.

Small, newly initiated research and development programs, in
contrast, might be crippled by budget reductions.

Thus, across the board equal percentage reductions will affect
programs differently.

The Gramm-Rudman-Hollings deficit reduction process intention-
ally restricts Presidential discretion in achieving the budget reduc-
tion goals this law established.
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I urge my colleagues to consider some of the unintended side ef-
fects which may occur as a result of passage of this amendment.

I would like to highlight some points which were contained in a
Congressional Research Service [CRS] report dated January 6, 1986.

CRS illustrates in this report some of the effects which a seques-
ter might have on the budget authority for the defense function.

Despite a requirement that outlays be reduced by a uniform per-
centage, the reality will be quite different.

The outlays saved as a percentage of the budgetary resources
that had to be cut to reach the outlay targets for the following two
examples.

As you will see in these two examples, these percentage reduc-
tions reflect the first year so-called blended spendout rates for two
programs of 97 and 5 percent, respectively.

However, as I said, the outlays reduced as a percentage of total
outlays subject to reduction for both the personnel and procure-
ment program are 10 percent, and the reductions in budgetary re-
sources are a uniform percentage-10 percent-as well.

Example I: Nearly all the funds appropriated by Congress for
personnel programs are spent in the first year they are available to
be spent. Assume, for example, $1.03 billion in budgetary resources
for a personnel program and the need to reduce personnel program
outlays by 10 percent, or $100 million in savings from total project-
ed outlays of $1 billion. One would need to reduce budgetary re-
sources-given the blended spendout rate-by $103 million, an
amount only slightly greater than the outlay savings target.

However, look at another program.
In example II: Funds provided for most procurement programs,

in contrast, are spent much more slowly. In the case of ship pro-
curement, for example, only 5 percent of new budget authority is
expended in the first year it is available to be spent. Assume, for
example, $4 billion in budgetary resources for a shipbuilding pro-
gram and the need to generate an outlay reduction of 20 percent
from total projected outlays of $80 million, which means an outlay
savings of $8 million. One would need a considerably larger reduc-
tion in total budgetary resources, perhaps $400 million, to produce
the required outlay savings.

Thus, in example II, the cut in budget authority would be much
larger, by a factor of almost 50, to achieve the required savings.

While I do not intend to oppose the pending amendment, I be-
lieve we must make every effort to give the President discretion in
how to apportion cuts within defense programs, projects and activi-
ties.

Mr. President, I don't mean to focus solely on the sequester.
Obviously, my hope is that this very painful trigger will never

have to be pulled, that Congress and the President will work to-
gether to make the necessary, well thought-out policy adjustments
which will result in a deficit at or below the statutory maximum
deficit amounts.

That is the point of Gramm-Rudman-Hollings.
And it is a point with which I strongly agree.
Mr. HEINZ. Mr. President, I applaud my colleagues on the Budget

Committee for including credit reform legislation in their package
of essential budget reform measures for fiscal year 1988. This is an

51-721 0 - 93 - 8
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issue I have been pursuing over the last 2 years and a reform that
is long overdue.

The credit reform issue has been around at least since the cre-
ation of the Federal financing bank in 1974. But neither the FFB
nor a succession of other budget innovations over the years have
achieved real reform. In recognition of this problem, the Senate at
my urging adopted a resolution in April 1986 calling for compre-
hensive credit reform that became part of the 1987 budget resolu-
tion. Hearings have been held in the Governmental Affairs and
Budget Committees. The administration has now submitted its
credit reform proposal and the essential elements of reform have
been endorsed by our Budget Committee colleagues.

The plan before us represents a comprehensive reform of the
process for budgeting and managing Federal credit programs. It
would provide a uniform basis for measuring the cost of credit, and
would for the first time permit accurate tradeoffs among credit
programs and between credit and direct spending programs. The
proposal incorporates much of my credit reform plan, and the best
elements of the plan presented by the administration in March. At
the same time, controversial issues like forced asset sales have not
been allowed to detract from our reform goals.

Some may ask why, at a time of record budget deficits, we should
even worry about an arcane issue like the credit budget-a matter
of concern to only a few technicians at OMB and CBO. I believe
very firmly that credit reform is not merely a technical issue, but
is essential to any effort to control the budget deficit.

The reasons are obvious. There is more than $1.2 trillion of Fed-
eral credit outstanding that affects nearly every sector of the U.S.
economy. In dealing with very tight budget constraints, we have
shifted direct spending programs to loan programs and substituted
guarantees for direct loans in search of budget savings. We have
restructured entire Federal programs on the basis of budget ac-
counting rules for credit that provided only the vaguest notion of
the costs involved.

Such misrepresentation and misdirection of credit in the budget
cannot be allowed to continue. It adversely affects the operation of
the Federal Government. It hides spending from the deficit calcula-
tion. It serves both our constituents and the welfare of the Ameri-
can people poorly.

The credit plan before us differs in some respects from the ap-
proach that I proposed, but it has the essential elements necessary
for effective control of Federal credit and an end to budget gim-
micks. It is a solid workable plan that I support, and I urge the
support of my colleagues for the Federal Credit Reform Act of 1987.

Mr. CRANSTON. Mr. President, as the chairman of the Veterans'
Affairs Committee, I wonder if the distinguished chairman of the
Budget Committee would clarify for me three matters regarding
the pending Chiles-Domenici-Gramm-Byrd-Dole amendment.

First, would anything in the pending amendment impose or pro-
vide for any ceiling or other restriction either on the numbers or
total amounts of loans made or guaranteed under the VA Home
Loan Program under chapter 37 of title 38, United States Code, or
on the numbers or amounts of education loans under section 1798
of title 38 or of rehabilitation loans under section 1512 of title 38?
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Second, would anything in the pending amendment impose or
provide for any ceiling or other restriction on the making of so-
called insurance policy loans under the various veterans' and serv-
ice members' insurance programs under chapter 19 of title 38?

Third, would anything in the pending amendment alter or affect
in any way the sequestration exemptions and special rules applica-
ble in current law to various veterans' benefits and services?

Mr. CHILES. Mr. President, I thank the Veterans' Affairs Com-
mittee chairman for raising these concerns. The answer to each of
his questions is no.

Mr. CRANSTON. Mr. President, I thank the Senator and would
like to raise one additional matter on which I would like to have
his response.

It is my understanding that there is no intention on the part of
the Senators who will be serving as conferees on this legislation to
agree on any provisions in conference as to which those same three
questions would be answered any differently. Is that understanding
correct-that is, would it be the Senate conferees' intention to
maintain in conference the positions indicated by the answers to
my three questions?

Mr. CHILES. Mr. President, the answer to the Senator's question
is yes, I intend to maintain in conference the position indicated in
my answer to the Senator's earlier questions.

Mr. GLENN. Mr. President, I opposed the Gramm-Rudman budget
measure when it was originally introduced, and I rise today to ex-
press my opposition to the pending proposal to revise it. I do so be-
cause I believe that Gramm-Rudman is-a terrible piece of legisla-
tion that undermines our constitutional system of government.

Mr. President, I agree with the authors of this proposal that re-
ducing our budget deficit is the overriding domestic challenge we
face. We agree that these huge deficits are keeping real interest
rates high, devastating our balance of trade, and holding down eco-
nomic growth. And we agree that without decisive action to reduce
Government borrowing, this situation can only grow worse.

We also agree, Mr. President, that solving our budget problem is
an extraordinarily difficult and painful task. But the Iran-Contra
hearings of recent weeks have reminded us of an important
lesson-there is a grave danger in resorting to extra-constitutional
means to solve problems just because they appear difficult.

This is not just rhetoric. I truly worry about what this proposal
does to our system of government. The Constitution gives Congress
both the authority and the responsibility to appropriate Federal
funds. It does this so that Congress, as the elected representatives
of the American people, can establish our national priorities.

It's important to remember that the budget deficit is not the first
serious problem our country has ever faced. Indeed, we have faced
many serious problems over the past 200 years. And we have man-
aged to solve them because our Constitution provides us with an
orderly and workable process of government. Certainly, it has
sometimes seemed tempting to use short cuts to solve tough prob-
lems. But in this, our Constitution's bicentennial year, we should
be particularly attuned to the importance of observing the proper
procedures.
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In the context of our deficit problem, I believe that Congress'
performance has been far better than some people think. Although
Congress must, accept part of the blame for the deficit, the major
share of responsibility rests with the Reagan administration.
During its first 6 years in office, the administration successfully
pushed for the largest revenue loss in our history, pushed for the
largest spending increase in our history, and submitted the most
unbalanced budgets in our history. Significantly, Congress has ac-
tually appropriated several billion dollars less in budget outlays
than President Reagan has requested since he took office.

The administration is continuing to lead us down a path to fiscal
ruin. It is continuing to support increased defense spending, oppose
equitable revenue increases, and argues that budget cuts should
come from domestic programs. And in so doing, it is continuing to
ignore the wishes of the American people-expressed both through
their elected representatives and through public opinion polls-
that they are unwilling to accept further cuts in domestic pro-
grams. President Reagan's unwillingness to face these basic facts
remains the largest obstacle to real deficit reduction.

I have twice offered an amendment that responds to this problem
by imposing financial discipline on the President. The amendment
says that the President must either submit a balanced budget to
Congress or send us a roadmap showing us how to get there.

My amendment, which I expect to offer at a later time, is not
inconsistent with Gramm-Rudman. In fact, almost every Seiiator
who supported Gramm-Rudman voted for my amendment as well;
it passed by a vote of 93 to 4 in 1985 and by a voice vote in 1986.
But I believe that my amendment provides three distinct advan-
tages over Gramm-Rudman. First, it would force the administra-
tion to choose specifically among the many competing Federal pri-
orities; Gramm-Rudman, by contrast, would make automatic,
across-the-board, meat-cleaver cuts. Second, it would impose a per-
manent requirement, while Gramm-Rudman would expire in a few
years. Third, and most important, it would allow Congress to con-
tinue to fulfill its constitutionally mandated appropriations role,
whereas Gramm-Rudman would substitute a mathematical formula
for human judgment.

Mr. President, this year we face some of the toughest choices we
have ever had to make in setting national priorities. But setting
national priorities is our job. And in this, the bicentennial year of
the Constitution, it is not a job we can responsibly quit. I urge my
colleagues to join me in rejecting any and all versions of the
Gramm-Rudman proposal.

Amendment No. 645

Mr. DOMENICI. Mr. President, have we asked for the yeas and
nays on the pending amendment?

The PRESIDING OFFICER. The yeas and nays have not been re-
quested.

Mr. DOMENICI. 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.
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The PRESIDING OFFICER. Are there further amendments?
If not, the question is on agreeing to the amendment of the Sena-

tor from Texas [Mr. Gramm]. The yeas and nays have been or-
dered, and the clerk will call the roll.

The assistant legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], and the Senator from Illinois [Mr.
Simon] are necessarily absent.

I also announce that the Senator from Alabama [Mr. Shelby] and
the Senator from New Mexico [Mr. Bingaman] are absent because
of illness in family.

I further announce that, if present and voting, the Senator from
Alabama [Mr. Shelby] would vote "yea."

Mr. DOLE. I announce that the Senator from Wyoming [Mr.
Simpson] and the Senator from Connecticut [Mr. Weicker] are nec-
essarily absent.

I further announce that, if present and voting,, the Senator from
Wyoming [Mr. Simpson] would vote "yea."

The PRESIDING OFFICER (Mr. Graham). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 71, nays 21, as follows:
[Rollcall Vote No. 218 Leg.]

YEAS-71

Armstrong
Baucus
Bentsen
Bond
Boren
Boschwitz
Breaux
Byrd
Chafee
Chiles
Cochran
Cohen
Conrad
D'Amato
Danforth
Daschle
DeConcini
Dixon
Dodd
Dole
Domenici
Durenberger
Evans
Ford

Bradley
Bumpers
Burdick
Cranston
Exon
Glenn
Gore

Fowler
Garn
Graham
Gramm
Grassley
Hatch
Hecht
Heflin
Heinz
Helms
Hollings
Humphrey
Ino-uye
Karnes
Kassebaum
Kasten
Kennedy
Levin
Lugar
Matsunaga
McCain
McClure
McConnell
Mitchell

NAYS-21

Harkin
Hatfield
Johnston
Kerry
Lautenberg
Melcher
Metzenbaum

Murkowski
Nickles
Nunn
Packwood
Pressler
Proxmire
Pryor
Quayle
Reid
Rudman
Sanford
Sasser
Specter
Stafford
Stennis
Stevens
Symms
Thurmond
Trible
Wallop
Warner
Wilson
Wirth

Mikulski
Moynihan
Pell
Riegle
Rockefeller
Roth
Sarbanes



226

NOT VOTING-8

Adams Leahy Simpson
Biden - Shelby Weicker
Bingaman Simon

So the amendment (No. 645) was agreed to.
Mr. GRAMM. Mr. President, I move to reconsider the vote by

which the amendment was agreed to.
Mr. THURMOND. Mr. President, I move to lay that motion on the

table.
The motion to lay on the table was agreed to.
The PRESIDING OFFICER. The Senator from Washington.

Amendment No. 650

(Purpose: To provide that during a two-year period each title of any joint resolution
making continuing appropriations that is agreed to by both Houses of the Con-
gress in the same form shall be enrolled as a separate joint resolution for presen-
tation to the President, and for other purposes)

Mr. EVANS. Mr. President, on behalf of myself, Senator Hum-
phrey, and others, I send an amendment to the desk and ask for its
immediate consideration.

The PRESIDING OFFICER. The clerk will report.
The assistant legislative clerk read as follows:

The Senator from Washington [Mr. Evans], for himself, Mr. Humphrey, Mr. Exon,
Mr. Boren, Mr. Gramm, Mr. Domenici, Mr. Proxmire, Mr. Nickles, Mr. Hecht, Mr.
McCain, Mr. Roth, Mr. Garn, Mr. Murkowski, Mr. Boschwitz, Mr. Trible, Mr.
Symms, Mr. Warner, Mr. Kasten, Mr. D'Amato, Mr. Bond, and Mr. Karnes, pro-
poses an amendment numbered 650.

Mr. EVANS. Mr. President, I ask unanimous consent that further
reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:
At the appropriate place, add the following new title:

TITLE--TREATMENT OF CONTINUING RESOLUTIONS

SEC. . ENROLLMENT OF CERTAIN JOINT RESOLUTIONS.

(a) IN GENERAL.-
(1) Notwithstanding any other provision of law, when any joint resolution making

continuing appropriations is agreed to by both Houses of the Congress in the same
form, the Secretary of the Senate (in the case of a joint resolution originating in the
Senate) or the Clerk of the House of Representatives (in the case of a joint resolu-
tion originating in the House of Representatives) shall cause the enrolling clerk of
such House to enroll each title of such joint resolution as a separate joint resolution.

(2) A joint resolution that is required to be enrolled pursuant to paragraph (1)-
(A) shall be enrolled without substantive revision,
(B) shall conform in style and form to the applicable provisions of chapter 2 of

title 1, United States Code (as such provisions are in effect on the date of the enact-
ment of this section), and

(C) shall bear the designation of the measure of which it was a title prior to such
enrollment, together with such other designation as may be necessary to distinguish
such joint resolution from other joint resolutions enrolled pursuant to paragraph (1)
with respect to the same measure.

(b) PROCEDUREs.-A joint resolution enrolled pursuant to paragraph (1) of subsec-
tion (a) with respect to a title shall be deemed to be a bill under Clauses 2 and 3 of
Section 7 of Article 1 of the Constitution of the United States and shall be signed by
the presiding officers of both Houses of the Congress and presented to the President
for approval or disapproval (and otherwise treated for all purposes) in the manner
provided for bills and joint resolutions generally.
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(c) DEFINITION.-For purposes of this section, the term "title" means any division
of a joint resolution making continuing appropriations that is designated as a title.

(d) APPLICATION.-The provisions of this section shall apply to joint resolutions
agreed to by the Congress during the two-calendar-year period beginning with the
date of the enactment of this section.
SEC. . POINT OF ORDER.

(a) IN GENERAL.-Notwithstanding any other provision of law, the Standing Rules
of the Senate, or the Rules of the House of Representatives-

(1) it shall not be in order to consider any joint resolution making continuing ap-
propriations for a fiscal year unless each title of the joint resolution corresponds to
a regular appropriation bill,

(2) any general provisions of the joint resolution are contained in the appropriate
title or titles of the joint resolution (rather than in a separate title).

"(b) For purposes of this section, the term 'regular appropriation bill' means any
regular appropriation bill (within the meaning given to such term in section 307 of
the Congressional Budget Act of 1974 (2 U.S.C. 638)) making appropriations, other-
wise making funds available, or granting authority, for any of the following catego-
ries of projects and activities:

"(1) Agriculture, rural development, and related agencies programs.
"(2) The Departments of Commerce, Justice, and State, the judiciary, and related

agencies.
"(3) The Department of Defense.
"(4) The government of the District of Columbia and other activities chargeable in

whole or in part against the revenues of the District.
"(5) The Departments of Labor, Health and Human Services, and Education, and

related agencies.
"(6) The Department of Housing and Urban Development, and sundry independ-

ent agencies, boards, commissions, corporations, and offices.
"(7) Energy and water development.
"(8) Foreign assistance and related programs.
"(9) The Department of the Interior and related agencies.
"(10) Military construction.
"(11) The Department of Transportation and related agencies.
"(12) The Treasury Department, the U.S. Postal Service, the Executive Office of

the President, and certain independent agencies.
"(13) The legislative branch.".

Mr. EVANS. Mr. President, let me be brief. I know it is late on
Friday afternoon but this is, in my view, an important amendment
and one which ought to be enthusiastically adopted by this Senate
and all of its Members.

There has been much talk about item veto and I know there is
considerable concern about item veto, but I think we have come to
a point, especially during the last year, where we lumped all 13 of
the traditional appropriations bills together in one massive con-
tinuing resolution and sent to the President $580 billion worth of
spending. In doing so we have virtually eliminated the responsible
use of the veto by a Chief Executive.

No one, either this one or future Presidents, could afford to
engage in a veto knowing that the Government of the United
States would literally come to a halt if he exercised that veto. This
amendment is very simply. I would introduce it as the Individual
Appropriations Act. It achieves not a dramatic difference from how
we now do business but, in effect, takes us back to the traditions
we have had in the Senate over many years.

We have 13 subcommittees in the Appropriations Committee. We
have 13 separate titles which come forward. This bill would require
that any continuing resolution, or any attempt by the Congress to
put those 13 bills or any number of them together, would then be
separated back into their original titles before being presented to
the President.
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In essence, it would divide continuing resolutions into separate
titles where each title is identified as a regular appropriations bill.

This amendment identifies those as the 13 appropriations bills
we are most familiar with.

It would require that any general provisions of a continuing reso-
lution would be contained in the appropriate title so there would
be no separate title for general provisions. It retains the constitu-
tionally mandated two-thirds veto override by both Houses of Con-
gress. It includes a 2-year sunset clause.

So this gives us a chance to try something which, in my view, is
nothing more or less than taking us back to the traditional balance
we have enjoyed over many, many years in this Congress between
the Congress and the Chief Executive.

There may be arguments against a line item veto, but I do not
believe that those arguments hold in this case against the dividing
of bills into their individual titles.

There was an argument, for instance, that the line item veto
would give too much authority to an enrolling clerk. This clearly
would not be the case where the individual titles are readily identi-
fiable and separable and, in fact, commonly are separated.

Those who suggest that a continuing resolution leverages the
President I suppose would object to this proposal. I do not think it
is a question of leveraging a President or giving undue power or
authority to one branch or another of our Government but merely
restoring a balance which has existed traditionally and which I
think ought to be reinstituted.

Mr. President, I think this would be a challenge to a President
who has long sought a line item veto saying, "All right, here is an
opportunity for you." It would retain an even balance, but it would
retain the protection of broad legislation contained in each one of
these titles for those Members who are concerned that an individ-
ual item that they are deeply interested in, might be picked out of
an appropriations bill by a President who enjoyed full line item au-
thority.

Mr. President, I shall take no more time other than to answer
any questions that there might be. I think it is a simple and
straightforward amendment. It deserves to be on this bill which
contains many similar proposals for making our whole budget and
appropriations process a little more understandable, a little more
straightforward.

The PRESIDING OFFICER. Who seeks recognition?
The Senator from New Hampshire.
Mr. HUMPHREY. Mr. President, earlier in a prior session, a bill

S. 402, was introduced giving line item veto to the President. The
method which we are now talking about is not S. 402 and does not
create line item veto authority. It does not extend that to the Presi-
dent. I can assure my colleagues who support S. 402 that we intend
to re-offer that legislation to the Senate at the earliest possible
date.

The amendment now before us, however, is badly needed and
would make a constructive contribution to the budget process. As
Members will recall, with some shame I would think, for fiscal
year 1987, we passed not one single appropriations bill. Not one of
the-regular 13 appropriations bills was separately passed by the
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Senate. Instead, in the 11th hour, plus 59 minutes, I guess you
could say, we passed a continuing resolution which encompassed all
13 appropriations bills, and then we sent it down to the White
House. Thirteen appropriations bills all rolled into one continuing
resolution worth $576 billion, one spending bill, the largest in the
history of the world, is what we plopped on the doorstep of the
White House before we rode- out of town leaving the President no
realistic choice at all but to sign that gargantuan appropriations
bill even though he objected to a multitude of its provisions, even
though if separately presented to him many of those appropriations
would have merited and probably received his veto.

It was an act of gross irresponsibility in the view of this Senator
and one which the amendment now before us seeks to prevent from
recurring. The amendment now before us is not line item veto au-
thority, would not give the President, as I wish it could under the
circumstances but does not, authority to pick out individual items
and veto them.

That is not at all what is before the Senate. It simply requires
that any continuing resolution containing 2 or more, 2 or more, of
the regular 13 appropriations bills be broken down into whatever
number of appropriations bills there are in the continuing resolu-
tion.

If this had been in effect last year with respect to the fiscal year
1987 budget, it would have required this continuing resolution, this
gargantuan continuing resolution which we presented the Presi-
dent, worth 576 big ones, billions, to have been broken down into
13 categories, subsections which corresponded to the regular bills.
That way the President would have had some reasonable, barely
reasonable under the circumstances of the calendar, but some
barely reasonable opportunity to exercise his veto under the Con-
stitution.

As things now stand, as practices have developed, Congress has
devised a way of precluding the President, practically speaking,
from vetoing appropriations bills. We chunk them all together. We
send them down there at the 11th hour, 59th minute, 59th second
and say to the President, "OK, it is your baby, sign it or throw the
entire Government into chaos."

Meanwhile, of course, we have all gone 11ome. It is an unreason-
able procedure as it has developed, w'Ihether that development was
conscious or deliberate or whatever. It is an unreasonable proposal,
an irresponsible practice.

That is what this amendment seeks to address. It would simply
require, once again, that any continuing resolution containing two
or more regular appropriations bills be broken down to present
those appropriations bills in effect separately to the President so
that he can veto one or as many of them as he thinks merit his
veto. This would, under this new practice which has developed, re-
store the President's practical ability to veto appropriations bills. It
is badly needed, and I hope that the Senate will adopt this amend-
ment. It is not the line item veto authority which the majority
leader hoped would not be presented. The majority leader's hopes,
as so often seems to be the case, have been realized. This is not the
terrible thing he was expecting. It is something much milder, much
meeker, but nonetheless badly, urgently needed. It is a reasonable
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measure, a measure that would restore fiscal responsbility to the
Senate. I would think that on the day we have under consideration
the bill which raises the national debt limit-I refer to billions as
big ones, but they are even small compared to what we are asked
to do in the way of raising the national debt limit by this bill to
$2.57 trillion, terrifically big ones, trillion-Senators would want to
ameliorate to some extent their vote for raising this debt limit by
embracing now in the same bill a budget reform that is badly
needed and that will help to curb some, some, of the budgetary
abuses that have grown up through practice. I thank the Chair.

The PRESIDING OFFICER. The Senator from New Hampshire has
yielded the floor. Are there others who wish to debate?

Mr. NICKLES. Mr. President, I will be very brief, but I wish to
congratulate my colleague and friend from Washington, also from
New Hampshire, for offering this amendment. I also have been ad-
vocating this approach. I think we need to restore checks and bal-
ances, and certainly in the Constitution as set up by our forefa-
thers they never envisioned Congress encompassing all appropria-
tions bills in one package and giving the President the option to
sign or veto that entire package.

That is exactly what happened last year. The chairman of the
Appropriations Committee is on the floor. Last year we passed one
bill, one tremendously large continuing resolution. It was $576 bil-
lion. It had all 13 of the appropriations bills in it. We sent it to the
President and said, "Mr. President, you sign it all or veto it all,"
knowing full well that if' he vetoed it all we were not going to be
paying the military, we were going to have obligations that we had
definite commitments on that we would not be fulfilling. We basi-
cally offered him no choice. We offered no checks and balances. Ba-
sically, all the checks were being held and written by Congress
with no balance whatsoever. Congress was holding all the cards, in
my opinion was dealing in a manner that was not equitable, not
fair. It made no sense and it was not a good deal, not for this ad-
ministration, not for any administration, and certainly not good for
the taxpayers. This amendment, in my opinion, is a bare minimum
of restoring the checks and balances. I think it is very positive and
I hope we will adopt it.

I yield the floor.
The PRESIDING OFFICER. The Senator from Oklahoma has yielded

the floor. Are there others who wish to debate? The Senator from
Ohio.

Mr. METZENBAUM. Mr. President, I do not rise to speak to this
subject in its spirit, but I rise to make the point this is a good way
to keep us here for quite a while on this debt ceiling measure. This
is a very controversial measure. It is a proposal that does not
belong on the debt ceiling bill.

There is no Member of the Senate for whom I have more respect
than the distinguished Senator who has offered this amendment.
But the fact is that this presents some real policy questions, policy
questions for the Appropriations Committee, policy questions for
the Budget Committee, policy questions for the Finance Committee.

I believe the question is: Maybe we should do this, maybe we
should not. I think I lean toward not doing it. I believe it places in
the hands of the President the opportunity to say: "I want more
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defense spending and less domestic spending," and maybe some
other day, "More domestic spending and less defense spending."

I do not believe that is the way the Government should run. I
think it would demean the process so far as Congress is concerned.
I believe we would be giving up many of the powers we presently
have. I believe it is an issue that should be debated when we have
adequate time to do so. I do not believe it belongs on the debt ceil-
ing bill, and I hope the author will see fit to withdraw it and make
arrangements with the appropriate committees to have it go
through the appropriate processes. Many of us have strong feeling
that it is not an appropriate measure on the debt ceiling bill.

Mr. STENNIS. Mr. President, I shall not take much time.
This matter has not been called to my attention, at least. The

substance of it is of the greatest importance. I was going to suggest
to the authors of it that if they would withdraw or take whatever
steps are necessary, I think there can be a chance for the Appro-
priations Committee to thoroughly go over the entire matter and
see if they have major suggestions. I think when that is done, it
certainly should have representation on the Appropriations Com-
mittee.

We have been tied up very closely here lately with reference to
getting preparations made to take up the appropriations bills. We
are hoping to have separate bills. That will be our position.

I am not trying to defeat this matter. Something ought to be
done in this field. We would be greatly strengthened by the com-
mittee having a chance in trying to control it.

Mr. PRYOR. Mr. President, I will not take long.
I have the greatest esteem and admiration for the distinguished

Senator from Washington, who has proposed this amendment.
There may be a day when I am willing to vote for such an

amendment. It has not arrived.
I am not willing today to support an amendment to a bad policy.

In supporting the Evans amendment which is before the Senate
today-and I say this with the greatest respect-I think what we
are doing is elevating a bad system into basically what is going to
be accepted practice. I think that when we accept the practice of a
continuing resolution year after year and session after session, we
are endangering the very foundation, the root structure, of our
system.

Mr. President, I think that we are doing something to the appro-
priations process-I know what the Senator is trying to do. I think
it will do just the opposite.

I can see us a year or 2 years or 3 years from now getting to the
same place we are going to be in the last part of September. By the
last part of September, we will have experienced a massive train
wreck in the Senate of the United States and in the House of Rep-
resentatives. It is not the fault of any person. It is not the fault of
any leader. It is the fault of the system that we have become in-
volved with and bogged down with, which is paralyzing the system
itself.

I keep saying that we are not elected to sit at the airport or wait
at the railroad station day after day, waiting for the train to come
back. It is not the train that is at fault. It is the structure of the
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track system, it is the crossties, it is the foundation that we have to
change.

What we are doing is elevating a very, very bad practice that we
have fallen into in the last 13 years-we are elevating that to a
system of standard procedure.

A lot of people call this the CR, and we are going to have an-
other CR-let us face facts. A lot of people say "CR" stands for"continuing resolution." "CR" does not stand for "continuing reso-
lution." "CR" stands for "combined retreat." That is when the
House and the Senate of the United States finally, at year's end,
admit our failure.

Look at us: 1985, five appropriation bills; 1984, four appropria-
tion bills; 1983, one appropriation bill; 1982, no appropriation bills;
1981, one appropriation bill; 1980, three appropriation bills.

What has happened to the appropriation process? It has been
paralyzed-and I say this with respect to my friends on the Budget
Committee. I see the distinguished chairman and the ranking
member on the committee on the floor at this time. The appropria-
tions process has been paralyzed, has been suffocated by the
Budget Act and the budget processes that we have adopted pursu-
ant to 1974.

So, we adopt, at the end of every session, something that is in-
stant government. It was not cooked in a stove. It was cooked in a
microwave oven. Last year's CR weighed 18 pounds. Very few of us
knew what was in the CR. It was, I repeat, our admission of failure
that we go through and admit at the end of each fiscal year, when
we get ready to go home.

It is these reasons, Mr. President, elevating this bad system to a
permanent practice, which force me to propose the amendment of
the distinguished Senator at this time.

I yield the floor.
Mr. BYRD. Mr. President, this is not a line item veto amendment.

I have considerable sympathy for the amendment per se. I regret
that in recent years we have seen more and more resort to a con-
tinuing resolution, as we h ebeen-unable to pass the various reg-
ular appropriation bills.

Last year, not a single one of the 13 regular appropriation bills
passed Congress and was sent to the President.

Having said, that, however, I would hope that we would wait
until another day and use another vehicle or approach to this
amendment. I think it would be an additional burden on the con-
ferees of the Senate to have to carry this amendment to confer-
erce.

We know the time is short. I would hope that we would not sup-
port this amendment on this debt limit resolution. As I say, it is
not a line item veto, so I do not have the visceral reaction against
it that I would have to a-line item veto.

Let us try, however, to ease the burden on our conferees. They
have a lot of work to do. Let us not add to their burdens.

This amendment is not germane. It is relevant. Germaneness is
more restrictive than relevance. We could probably craft a Contra
aid amendment or a Persian Gulf amendment that would be rele-
vant, but it would not be germane to this debt limit resolution.
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So I hope that my colleagues will support a motion to table,
which I understand will be made by the distinguished Senator from
Mississippi, the chairman of the committee. I will support his
motion to table.

Mr. Stennis addressed the Chair.'
The PRESIDING OFFICER. The Senator from Nebraska.
Mr. Exon addressed the Chair.
Mr. STENNIS. I did not understand the Chair.
The PRESIDING OFFICER. Was the Senator from Mississippi asking

for recognition?
Mr. STENNIS. Yes.
The PRESIDING OFFICER. The Senator from Mississippi.
Mr. STENNIS. Mr. President, I say to the members of the commit-

tee I do not know whether the experiences have carried them fully
through the real meaning of this proposal. If the committee has to
go over to the pattern there of long time bills every year and put it
all into one bill and then go to a conference with the House, fine as
they are, it is virtually an impossible situation to get down to the
real merits. I am talking about the appropriation pattern that car-
ries the money for all the Government for the calendar year.

It is virtually impossible to get down and give a conference the
utmost consideration by the most experienced Members that we
have to really go to the bottom of all those matters and work out
the agreements. I do not know of any good that it would do toward
reaching the desired ends to have this cumbersome method that I
did not know-well, it is a matter of judgment, of course-but I do
not know of any procedural matter that could be thought of that
would come nearer to diminishing the effectiveness of the commit-
tee and those who are affected by it and the departments of the
Government that have to be heard, of course, and considered with
reference to each of these bills.

It justified a separation of the entire matter and proceeding then
with the staff and with members of that committee that are experi-
enced.

When you deny both of those you deny the best chance to get the
best bill.

I am not going to jump to try to table a bill ahead of time or
anything like that, but if we do not have a chance-there has been
no notice I do not think to any Member, I know I have not had any
notice of any kind about this matter-so I would feel justified and
would at the proper time make a motion to table the matter with
the hope that will give a chance for something to be worked out,
and I believe if we can get the ear of the Members there is no
doubt about the result.

So, in the interest of saving time, I yield the floor, Mr. President.
The PRESIDING OFFICER. The Senator from Florida.
Mr. CHILES. Mr. President, I look at this amendment really in

two ways: one is the rationale and on the merits. And like the Sen-
ator from Arkansas and the Senator from Mississippi and others, I
do not find myself totally opposed to this concept on the merits.

I think it is different from a line item veto which I happen to
oppose very strongly. I do not like that we are involved in continu-
ing resolutions also.
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I take a little different view than our Senator from Arkansas
that the reasons for a continuing resolution are all the Budget Act.
I do not think that is true. I think part of the reason for a continu-
ing resolution is that we have and have had for the last 7 years a
battle between the administration and the Congress as to whether
we were going to do something about spending, what we were going
to do with spending, and I think the continuing resolution has been
a device primarily used, started by the House where they hold back
their bills many times to try to strengthen the Congress' hand in
that battle. I think if you really look through the history of each
continuing resolution-I would like to go back and take you
through some when we have the time, I will not do it tonight-and
sort of portray how that comes through.

Now, we are talking about changing this, and it is budget reform,
no doubt about that. But I said to my good friend from New Mexico
when we started this, I thought that we should put in some good
efforts at budget reform, good faith efforts, and we did those that
we would agree on. I thought there were others that had to do with
real powers that we were talking about and this is power that we
are talking about. Right now the President thinks this gives us
more power, and we use the continuing resolution because we
think it adds to our power. So we are talking about basic power
now.

And if we are going to talk about this I think we ought to sit at
the conference table when we are talking about are we going to do
something for real on this deficit and is the President really ready
to do that. Have we not asked over and over and over again this
year, the majority leader, the Speaker, everyone else, "Please, Mr.
President, sit down with us, please negotiate with us, please do not
make us go over the cliff or to the edge of the cliff before we nego-
tiate that."

Now I have heard Director of OMB Miller and I have heard
others sa-y: "We will negotiate anything on budget reform. You do
all these budget reforms and then maybe we will talk to you on
something else."

I think this is one of those items that if we are ready to talk seri-
ously, yes, let us talk, let us put this one on the table, let us put
revenues on the table, let us put whether we are serious about
doing something to the deficit on the table, and let us have a table
layered with a lot of things on it where everybody can sit down and
negotiate.

But this is an item that the Senator from Florida does not think
we ought to change right now. It has not been through any of our
processes. You can make all kinds of good argument for it. Yes, you
can. I can, too. I do not think this is one of the things we should
change now when we do not know whether the President will ever
deal with us or not. We do not know whether we are ever going to
get a chance to negotiate or not.

I think the Senator from Mississippi is right that this is an
amendment that we should table, and I think it will sure keep this
bill going a long, long time if we do not do that tabling.

The PRESIDING OFFICER. Does the Senator from Mississippi wish
to offer a motion to table?

Mr. STENNIS. Not at this time.
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Mr. EXON. Mr. President, I suggest the Chair is out of order
making suggestions to the Members of the body. The Senator from
Nebraska sought recognition from the Chair. He recognized me
earlier. I yielded to my friend from Mississippi because I thought
he had asked for recognition earlier. But I frankly object to the
Chair suggesting from Chair's station a tabling motion at the same
time that the Senator from Nebraska is seeking recognition to
speak on this matter.

The PRESIDING OFFICER. I had interpreted from statements the
Senator from Mississippi indicated his intention to offer but did
not, in fact, offer a motion to table, and I believe that is correct.

The Senator from Nebraska is recognized.
Mr. EXON. I thank the Chair. I think it was very clear, and I was

sitting right next to my good friend from Mississippi, that he indi-
cated that he would offer a tabling motion at an appropriate time.
I think it was clear he did not intend to offer it at that time. I
think it is his usual consideration that he is showing to the other
Members of the body by our distinguished colleagues from Missis-
sippi.

I thank the Chair for recognition.
Mr. President, I rise in support of the amendment offered by my

colleague from the State of Washington. I think it is a step in the
right direction. There are all kinds of arguments that could be of-
fered as to why we should not take this up at this time.

I say, Mr. President, that there could be no more appropriate
time to take this matter up in view of the overwhelming and I em-
phasize the word "overwhelming" endorsement of a piece of legisla-
tion that was very much opposed by this Senator on the last roll-
call vote.

So I think this all fits into the picture. We have a financial crisis
on our hands. I, for one, would not wish to overburden any further
the excellent work that is done time and time again by our Appro-
priations Committee led so ably by our colleague from Mississippi,
and the ranking member, my friend and colleague from the State
of Oregon.

I have heard comments here on the floor today that this whole
mess we are in is because of the budget process. That is ridiculous,
Mr. President, on its face.

I think that the budget process has not worked as it was original-
ly envisioned when it passed this body before this Senator was a
Member.

But I would suggest that we would be in much worse fiscal shape
today had we not had the budget process.

So the budget process will continually be under attack and if the
budget process is wished to be criticized for this mess we are in
now, then so be it.

The budget process, I am sorry to say, has produced the so-called
Gramm-Rudman bill, that this Senator thinks is an ill-advised
piece of legislation. But, of course, that is not shared by the vast
majority of my colleagues.

I appreciate the fact that the Senate has a responsibility to work
its will. But I am going to take a few minutes right now, Mr. Presi-
dent, to set the record clear on how this Senator feels not only
about this piece of legislation which I think helps correct to a
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minor extent the fiscal situation that this country faces, that I do
not think that the Gramm-Rudman bill itself can handle.

Mr. President, once again the U.S. Senate worked its stealthy
magic behind the skirts of the Gramm-Rudman proposal. In 1985,
all will remember, this same gimmickry was the cloak to cover the
historic breakthrough, the $2 trillion debt level. The record will
show that that is the case.

The same pattern is used again this year with an extra frill here
and there, but the same tragic result, the horrendous new 1987
debt level of $2.8 trillion.

Many of us who are very, very concerned about this faulted proc-
ess have worked hard and have appealed time and time again for
true fiscal responsibility. We have worked through the budget proc-
ess, through the caucuses, individual conversations, and other re-
sponsible actions, including amendments to cease prolonging the
agony by putting things off until later. And we have done this to
little avail, despite our efforts.

This action today that we are taking on the amendment offered
by the Senator from Washington is indeed a proper follow-on, Mr.
President, to help correct the raistakes and the shortcomings of the
Gramm-Rudman proposal, in the opinion of this Senator. This
action that we took earlier today with the Gramm-Rudman propos-
al is the same song, second verse, sung loudly to cover up the sour
notes.

We have even added a new wrinkle by setting up to May 1989,
after the election-I emphasize, Mr. President, after the election-
the time to break through the $3 trillion debt ceiling limit of the
United States of America.

Let no one be fooled. Today, history is simply repeating itself.
I have a great amount of respect for the sponsors of the Gramm-

Rudman legislation. I share their abhorrence for deficit spending
and have often stood shoulder to shoulder with them in supporting
a number of deficit reduction efforts. The budget deficit threatens
the very economic health of generations of Americans. It has weak-
ened our financial independence, made the United States the larg-
est debtor nation, and has helped produce the record trade deficits
of recent years.

Certainly, the Gramm-Rudman law did institute some good and
important budget reforms. It put the Congress on a tight timetable
for the consideration of the budget and instituted a system where
the Congress must provide offsets for new spending. Those reforms
have been good and have improved the congressional budget proc-
ess.

In spite of these positive factors, much of the Gramm-Rudman
scheme is pure folly. I have consistently opposed the Gramm-
Rudman law because it is an abdication of-congressional responsi-
bility; it delays meaningful action on the deficit; the result it pro-
duces is grossly unfair; and after 2 years of operation, it has not
worked.

Mr. President, the Gramm-Rudman approach is an abdication of
congressional responsibility. The Constitution of the United States
grants the Congress the power to lay and collect taxes, pay debts,
and provide for the national defense. Rather than face our respon-
sibility to manage the fiscal affairs of the Nation, the Congress now
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spends valuable hours reconstructing Gramm-Rudman's Rube
Goldberg automatic sequester mechanism to turn our responsibility
over to the Office of Management and Budget. If-a series of eco-
nomic forecasters determines that the Congress has not reduced
the deficit by a sufficient amount, the authority to make a portion
of the Federal budget is turned over to the head bureaucrat in the
Office of Management and Budget.

I siffmiply do not believe that the American people elected the
Congress to turn over its constitutional fiscal responsibilities to a
nameless, faceless, unelected bureaucrat.

In addition, the Gramm-Rudman process actually delays serious
action on the deficit. The budget reconciliation bill passed in 1986
is a prime example of the type of deficit reduction the Gramm-
Rudman process inspires. The bill was loaded with spending shifts,
one-time asset sales, and accounting gimmicks which reduced the
deficit projections for the purposes of avoiding a sequester, but did
very little to reduce Federal borrowing or reduce the structural
deficit. Rather than force action, the Gramm-Rudman law fakes
action.

Perhaps most disturbing is the fact that, if the Gramm-Rudman
procedure were played out, it would produce a result which is
grossly unfair. In its basic and theoretical form, there is great
appeal to -taking across-the-board action to reduce the deficit. I
have worked over the years with my good friend from South Caroli-
na to formulate across-the-board freeze budgets. If Congress is
unable to reduce the deficit, it does make a good deal of sense to
freeze or reduce each program by a uniform amount to deal with a
budget shortfall. Such a procedure spreads the burden of deficit re-
duction and preserves the relative priority of each program.

I say, Mr. President, that it does; it does, indeed, make a great
deal of sense for an across-the-board cut if that is the only way we
can solve the problem.

Unfortunately, Gramm-Rudman is not an across-the-board deficit
reduction. Over one-half of all Federal spending is exempt from the
Gramm-Rudman formula reductions. Those nonexempt programs
must absorb a disproportionate share of the deficit reduction
burden. Agriculture is a typical example. Agriculture takes an ex-
tremely heavy hit in a sequester scenario.

The other day, the chairman of the Senate Budget Committee de-
scribed Gramm-Rudman as the nuclear deterrent of the budget
process. I suspect that it is more akin to the policy of mutual as-
sured destruction. It seems ridiculous for the Congress to invent a
process which produces a result which is bad for the country and
that the Congress and the President do not support. We should at-
tempt to design a workable budget process, not a suicide pact.

Mr. President, it is time to face the facts. After 2 years of oper-
ation, by and large, Gramm-Rudman has not worked. In its first
year of operation, the United States rolled up a $220 billion deficit,
the largest ever. The Congressional Budget Office just reported
that in 1987, the deficit will likely exceed $160 billion, about $20
billion above the Gramm-Rudman target. However, the Acting Di-
rector of CBO acknowledged that this slight improvement in the
deficit picture is largely temporary and due to an unexpected wind-
fall from tax reform, spending shifts, and one-time asset sales.

t t •
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After 1987, the baseline once again takes an upward path and
hovers indefinitely in the $200 billion area. Now even the authors
of the Gramm-Rudman law are backing away from their commit-
ment to move the deficit down year to year and to balance by 1991.

Mr. President, we are simply kidding ourselves. Congress, in
passing its $2.8 'trillion debt ceiling, and reinstating the automatic
sequester, is patting itself on the back for having fiscal "courage."
And I use that word advisedly.

Mr. KERRY. Will the Senator yield for a quick question?
Mr. EXON. Certainly.
Mr. KERRY. I know the Senator is making an important state-

ment and I am sorry to interrupt. I just wanted to make a personal
judgment about the use of time. I was wondering if the Senator
could inform me how long he might expect.

Mr. EXON. I intend to take about 3 additional minutes.
Mr. KERRY. I thank the Senator very much.
Mr. EXON. The Gramm-Rudman plan reduces deficit estimates,

but time has proved it is a meager tool for reducing deficits.
I support budget process reform. I have authored a constitutional

amendment to require that the Prepident submit and the Congress
pass a balanced budget; I have authored a debt ceiling reform
which would incorporate debt ceiling legislation into reconciliation,
and if Congress or the administration exceeds their planned bor-
rowing, a three-fifths vote would be necessary to increase the debt
ceiling above the level contained in the budget; I am a cosponsor of
the Quayle-Exon enhanced rescission bill; and I support line-item
veto for the President. And that, basically, is why I am supporting
the amendment offered by my friend from Washington.

In closing, Mr. President, let me simply say that, having said
that, I realize that all the budget reform in the world will not solve
the deficit crisis.

There are only three ways to reduce the deficit: That is cutting
spending, improving receipts, or pursue a combination of both.

Mr. President, here the process reform is used as a camouflage
for dramatic increase in Federal borrowing. Rather than reducing
the deficit, we are tinkering with the procedure. The real problem
is not procedure, it is people. The deficit crisis will not be solved
until the Congress and the President sit down, as the distinguished
chairman of the Budget Committee has just indicated to the
Senate, and work out a program of shared sacrifice.

As a former Governor who put together eight balanced budgets I
can attest to the fact that there are no procedural magic wands; no
painless way to cut spending. Only with hard work through negoti-
ations and good faith and good efforts, Mr. President, can we reach
a consensus that produces the result that the authors of the
Gramm-Rudman proposal seek.

This Senator and the American people, I think, seek a similar so-
lution.

Mr. President, that concludes my remarks. I understand a ta-
bling motion-

Mr. Stennis addressed the Chair.
Mr. EXON. Mr. President, I still have the floor, I believe. Mr.

President, I still have the floor. I will yield the floor after advising
the Chair that I think there are those of us who know that some
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people want to move ahead and get this tabled and move on about
the process of government but I say most of us have been here
working very hard all week and this is a matter that I think
should not be disposed of hurriedly.

I see that there are at least two Senators on the floor, my friend
from Washington and my friend from New Hampshire, that I sus-
pect would like to speak briefly on this.

While I have the floor, to protect my friends, I would like to seek
a unanimous-consent agreement that, before a tabling motion is
made that will allow 5 minutes-5 additional minutes for the pro-
ponents of the amendment offered by the Senator from Washing-
ton, and 5 minutes for the opponents and at that time a tabling
motion would be in order.

The PRESIDING OFFICER. Is there
Mr. STENNIS. If I am in order, I would certainly agree to what

has been suggested here about the 5 minutes. Otherwise, I would
make a motion.

Mr. KERRY. I would certainly object. Can I suggest there has
been a long debate-

The PRESIDING OFFICER. Does the Senator-
Mr. KERRY. I was going to ask the Senator if he would modify his

request to a total time of 5 minutes equally divided. Five minutes
equally divided.

Mr. EXON. We are talking about 5 minutes, Senator.
Mr. KERRY. We have been talking now for almost an hour.
Mr. EXON. If there is an objection, there is an objection. I sus-

pect--
The PRESIDING OFFICER (Mr. Daschle). Does the Senator from

Massachusetts object?
Mr. BYRD. Mr. President, I suggest we let the Senator get recog-

nition. He is the author of the amendment. He is entitled to get a
little bit of time, but I wonder if we could limit that to 5 minutes
and then let the Senator from Mississippi make the motion.

Mr. EVANS. Mr. Leader, I will not take 5 minutes.
The PRESIDING OFFICER. Is there objection to the unanimous-con-

sent request made by the Senator from Nebraska which was that
there be 5 minutes on each side?

Mr. BYRD. We do not need 5 minutes on each side.
Mr. HUMPHREY. I object.
The PRESIDING OFFICER. The Senator from New Hampshire ob-

jects.
The Senator from Nebraska retains the floor.
Mr. EXON. The Senator from Nebraska yields the floor.
The PRESIDING OFFICER. The Senator from Washington.
Mr. EVANS. Mr. President, let me just take 2 minutes and I hope

we can get to a vote quickly. I know many Members, including this
one, are anxious to leave here but let me only respond to several of
the arguments that have been used in opposition.

This is simple, straightforward, understandable. It is not in any
respect elevating a CR to an art form, as my distinguished col-
league from Arkansas suggested.

Quite the contrary, this bill would not even take effect or have
any effect whatsoever on any appropriations act that came for-
ward, if it came forward separately.
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If, however, they were combined together in a CR which had
passed both Houses in the same form, then and only then would
the elements of that CR be divided into its separate appropriations
bills.

I do not think that is hard to understand. I do not think that it is
unusual. It is merely returning us to a tradition we have enjoyed
in this Senate in years past and one that I think that is responsi-
ble.

It in no respect is so unusual. It would be a trial with a sunset
for only a 2-year period and I hope that this evening, knowing that
it is late, knowing that it is a Friday, we simply will not take the
easy way out and duck what I believe is simply a small step for-
ward.

A continuing resolution was, in my understanding at least, uti-
lized when we could not reach agreement on an appropriation bill
and must then allow continued spending for a period of time until
a final Appropriations Act could be passed.

However, in recent years and particularly this last year, confer-
ence committees met separately on their own individual parts of
the bill. They reached agreement on what the spending patterns
ought to be for the next year. They could have been brought back
as separate conference reports to the Senate and the House, but
the choice was to put them all together in what really is not a con-
tinuing resolution but what is, in reality, a broad, huge, omnibus
appropriation bill. -_

Mr. President, I hope we o not duck from this one small step
and I certainly hope we do not table this step forward.

Mr. Humphrey addressed the Chair.
The PRESIDING OFFICER. The Senator from New Hampshire.
Mr. HUMPHREY. Mr. President, I, too, understand the wish of

Senators to move on, but I would point out, even though this is
Friday afternoon, this is, first of all, a very important matter. It is
a measure that is badly needed and with respect to the issue of
time, we have waited hours upon hours, if not days upon days this
week, in various kinds of recesses. Why could we not have been of-
fering amendments during those periods? That is a mystery to this
Senator.

But the effect of that decision is to put us right up into the
corner in which we so often find ourselves when worthy amend-
ments are shoved aside and Senators cast as villains if they seek to
exercise their legitimate rights.

With respect to the amendment before us, Mr. President, the
Senator from Arkansas said he thought he had a new definition for
the abbreviation CR: not continuing resolutions, but continuing re-
treats. That is not bad, but I think I have got one better.

CR stands for congressional reelection. Congressional reelection.
This process of jamming all 13 appropriations bills into one, drop-
ping it on the President's doorstep on the eve of the new fiscal
year, indeed perhaps several days into the new fiscal year, is just
the latest clever strategy the Members of Congress have devised to
get themselves reelected; have devised to avoid at all costs cutting
spending anywhere at any time; have devised to enable themselves
to continue jamming into the barrel more and more pork until the
stuff is oozing through the cracks between the staves.
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CR stands for congressional reelection. Some talk about the need
for electoral reform. Well, let us cast this as an electoral reform
issue instead of a budget issue. The Senator from Illinois makes a
point that is ordinarily valid. But I make the point that the effect
of this amendment is to restore the Budget Act with respect to the
intent of the Congress providing the President 13 separate appro-
priations bills. There is nothing new about that proposal. The
debate, those hearings were held 13 years ago, in 1974, when the
Budget Act was passed which, among other things, required 13 sep-
arate appropriations bills.

Congress has learned how to defeat that for various reasons. We
seek to restore that requirement. It is simple. It is straightforward.
Highly respected Members of the Senate, including the chairman
of the Budget Committee, seem to say that they sympathize with
us except with respect to offering it now.

Well, we always have excused why we should put off doing
things that badly need to be done. Senators have to catch air-
planes. This is not the right bill. It should have hearings. Always
there are excuses.

As I said, this issue has been debated. The Congress back in 1974
thought the issue was settled. But with respect to human nature,
nothing is ever settled and no constitution and no statutes will
ever overcome the defect which created this horrendous national
debt and these continuing annual deficits, which is human nature
itself.

Mr. President, this is a badly needed provision. It is reasonable.
It would restore the Budget Act with respect to the requirement
that Congress present 13 appropriations bills.

This would prevent the Congress from doing what it did last
year, lumping them all together, lumping a $570 billion single ap-
propriations bill. Can you imagine that, a $570 billion appropria-
tions bill presented to the President when he had no real option to
veto?

Mr. President, that is the highest act of fiscal irresponsibility
which we can correct if we adopt this amendment.

Mr. STENNIS. Mr. President, if no other Senator wishes to speak,
I move to lay the amendment on the table, and 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

motion to lay on the table amendment No. 650. The motion is not
debatable. The yeas and nays have been ordered, and the clerk will
call the roll.

The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], and the Senator from Illinois [Mr.
Simon], are necessarily absent.

I also announce that the Senator from Alabama [Mr. Shelby] and
the Senator from New Mexico [Mr. Bingaman] are absent because
of illness in family.
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I further announce that, if present and voting, the Senator from
Vermont [Mr. Leahy] would vote "yea."

Mr. DOLE. I announce that the Senator from Wyoming [Mr.
Simpson] and the Senator from Connecticut [Mr. Weicker] are nec-
essarily absent.,I

The PRESIDING OFFICER. Are there any other Senators in the
Chamber desiring to vote?

The result was announced-yeas 43, nays 49, as follows:
[Rollcall Vote No. 219 Leg.]

YEAS-43

Baucus
Bradley
Breaux
Bumpers
Burdick
Byrd
Chiles
Conrad
Cranston
D'Amato
DeConcini
Dodd
Ford
Fowler
Glenn

Armstrong
Bentsen
Bond
Boren
Boschwitz
Chafee
Cochran
Cohen
Danforth
Daschle
Dixon
Dole
Domenici
Durenberger
Evans
Exon
Garn

Adams
Biden
Bingaman

Gore
Graham
Harkin
Hatfield
Inouye
Johnston
Kennedy
Kerry
Lautenberg
Levin
Matsunaga
Melchier
Metzenbaum
Mikulski
Mitchell

NAYS-49

Gramm
Grassley
Hatch
Hecht
Heflin
Heinz
Helms
Hollings
Humphrey
Karnes
Kassebaum
Kasten
Lugar
McCain
McClure
McConnell
Murkowski

NOT VOTING-8

Leahy
Shelby
Simon

So the motion to lay on the table amendment No. 650 was reject-
ed.

Mr. EVANS. Mr. President, I move to reconsider the vote by
which the motion was rejected.

Mr. THURMOND. I move to lay that motion on the table.
The motion to lay on the table was agreed to.
The PRESIDING OFFICER. Is there further debate on the amend-

ment?

Moynihan
Nunn
Pell
Pryor
Reid
Riegle
Rockefeller
Sanford
Sarbanes
Sasser
Stennis
Stevens
Wirth

Nickles
Packwood
Pressler
Proxmire
Quayle
Roth
Rudman
Specter
Stafford
Symms
Thurmond
Trible
Wallop
Warner
Wilson

Simpson
Weicker
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Mr. STEVENS. Mr. President, I have not voted with my good
friend and southern neighbor on this amendment because I sought
the advice of our Rules Committee counsel.

As a member of the Appropriations Committee, I have the feel-
ing that this kind of amendment should apply, if it applies at all,
to all legislation.

The trade bill has recently passed this body with separate titles,
and I felt that we should have sent separate bills to the President
rather than one omnibus bill covering everything from plant clos-
ings to Soviet fur imports.

However, without regard to whether it is appropriations or sub-
stantive legislation coming from the legislative committees, I feel
compelled to raise the issue of constitutionality so far as this
amendment is concerned.

Only a bill that has been voted upon by both Houses affirmative-
ly can go to the President; yet, if this amendment carries, there
would be separate bills, none of which would have been voted upon
separately by either House of Congress, which would be sent to the
President.

Second, the amendment presumes that every continuing resolu-
tion has 13 separate sections. On the contrary, in many instances,
our continuing resolutions have not always covered each 1 of the
13 separate subcommittees in our Appropriations Committee.

I share the frustration that the Senator from Washington has ex-
pressed by offering this amendment, but I say to the Senate that,
in my judgment, the counsel of the Rules Committee who advised
me is correct.

This amendment would not result in sending the President bills
that had complied with the Constitution; and under that interpre-
tation-and I believe the constitutionality issue needs to be ad-
dressed-I think it would be unwise for us to adopt a procedure
that does not comply with the Constitution.

If the Senate and the House wished to do this and create a proce-
dure whereby once a bill is passed on a vote by each House, the bill
that has been passed can be separated by title and individual bills
sent to the President, then I think it would comply with the Consti-
tution. This amendment does not do that.

The PRESIDING OFFICER. The Senator from Mississippi.
Mr. STENNIS. Mr. President, let me assure everyone I am not

going to take a lot of time. I have been fortunate to be on the com-
mittee a long time. I am certain in my mind that this resolution as
prepared now will be a distinct handicap to put on the Appropria-
tions Committee to be abided by.

I know as a fact that the membership of the committee, most of
them, try awfully hard to get the bills in time in the old way and
move them along, move them along to the President in the natural
course, not pile them up and send a whole year's appropriations in
one basket. That has been going on but it has been over the opposi-
tion of many of the Members.

I am not one to quickly complain. Here is an institution, ladies
and gentlemen, an institution within an institution. The Appro-
priation Committee is as old as the Constitution itself, and has an
unbroken line of service all these 200 years.
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They have taken today, and I speak with deference to the indi-
vidual, but without any notice, without any warning, without any
kind of ordinary courtesies to some of the Members at least, and it
is proposed to largely abolish the institution as we know it now.

So0 hope that we can take enough thought and rethink this
matter and give a chance. There has not been a chance here this
afternoon after it was announced they had such a proposal, not a
chance in the world to really prepare to refute it.

There are many Members who are not here, so it is with every
handicap almost that you could have.

I do not like to be in a frame of mind that will condemn anyone
for voting to abolish it, which is what it means, but I do pray and
hope that you will not in a rushing moment here greatly maim and
mutilate the fine institution that is within the Senate itself as an
institution.

Let us not do that until we have had a chance for a second
thought and an examination of the facts. It is just ordinary justice
to give the membership a chance to look into the facts and at least
read over the proposed amendment. I have not seen yet a copy of
this proposal.

So I hope there will be a chance to make this second choice. The
ones who are looking for veto power, selected veto, are going to be
sadly disappointed and it will not be a practical remedy for that
purpose.

So I hope that second thought will save this.
I yield the floor.
The PRESIDING OFFICER. The Senator from Oregon.
Mr. HATFIELD. Mr. President, I wonder if the Senator from Wash-

ington will yield for a question or two?
Mr. EVANS. I will be delighted to yield to my distinguished col-

league.
Mr. HATFIELD. If I could direct the Senator's attention to page 3

of his proposal and in line 15 relating to the character of this con-
tinuing resolution that will be acceptable or appropriate under his
provisions. Do I understand that beginning on line 18 there would
have to be 13 separate references in a continuing resolution to 13
separate regular appropriations bills?

Mr. EVANS. That is the essence of sub 1 which is merely to
assure that if there is a continuing resolution. Let me emphasize
that, this bill does not even apply to any one of the traditional ap-
propriation bills as they go through and are submitted to the Presi-
dent. It is only some share of them or all of them are whipped to-
gether in a continuing resolution that this provision merely re-
quires that they be put in some place where they are easily under-
stood and the titles themselves can then be divided.

Mr. HATFIELD. Mr. President, I understand what the Senator
from Washington State is attempting to do. I can understand the
logic behind it.

But let me tell you how this will totally cripple the Senate and
the whole appropriations process. Let me remind you that the
times we have been faced with a continuing resolution initially we
get basically a short-term extension and that has only reference to
the current programs and activities of the Congress or of the Gov-
ernment. So we cannot function thereby under this provision if and
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until we get the full continuing resolution with each of the sepa-
rate bills. At that time and place, let me remind the Senate, it is
only brief history that we have not acted upon 13 bills. We have
not gotten to the point where they could even be referenced in a
continuing resolution.

We get up to the deadline and we have a clean, short continuing
resolution that merely is a time extension. That will no longer be
possible. How are we going to finance, how are we going to fund
the functions of Government beyond that October 1 when we are
required to put that into a reference of 13 separate appropriation
bills when they have not evolved at that point in time for refer-
ence?

So I think we ought to look at this because I think it is deeply
flawed on this one point. We get to October 1 and we usually have
a 5-day clean, short, brief statement which we call a continuing
resolution and that says the current level and functions and pro-
grams of Government will continue until October 5, October 6, or
whatever time we are merely extending the timeframe into which
we can put together 13 bills or 10 or 11 or whatever into a continu-
ing resolution.

I would urge the Senator to look carefully at this particular
thing in light of recent history which would literally cripple the
whole Congress and the whole Government as it would relate to
being able to extend merely the time factor until we can put the 13
bills together in the continuing resolution to fund for that fiscal
year.

Mr. EVANS. If I may respond to my colleague from Oregon, I
think that is quite simple. The continuing appropriations even for
a short period of time are continuing appropriations for purposes of
Government which are readily recognized which have fallen within
the various 13 functions of our separate appropriations bills for
previous years and for the then current year, and it is quite easy,
simply to merely keep them in those same confines and even for a
short continuing resolution to readily be done in those 13 catego-
ries.

There are continuing appropriations of expenditures in the previ-
ous year which have been clearly identified in those 13 separate
appropriations bills.

Mr. HATFIELD. The Senator is not correct on that point.
The PRESIDING OFFICER. The majority leader.
Mr. BYRD. Mr. President, I read, in part, from article I, section 7,

paragraph 2 of the Constitution of the United States as follows:
Every Bill which shall have passed the House of Representatives and the Senate,

shall, before it become a Law, be presented to the President of the United States.

Mr. President, that Constitution does not make any exceptions. It
says "every bill" which shall have passed both Houses shall before
it becomes law be presented to the President of the United States.

What we are doing here, if we adopt this amendment and if it
were indeed to become law, we would be saying that a continuing
resolution which is the equivalent of a bill, of course, which is
passed by both Houses, would be broken down into its several
parts. Several titles thereof would be separated out by some enroll-
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ing clerk and those separate bills or resolutions would be sent to
the President severally.

The one continuing resolution which in reality passed both
Houses would be thrown in the wastebasket or filed away some-
where by some filing clerk. However, that resolution- which passed
both Houses, according to the Constitution, should go to the Presi-
dent of the United States. Yet, if we adopt this amendment, we are
going to say, "No, in spite of the Constitution, that resolution
which passed both Houses will never get to the President's desk."

It is my intention, later this year, to try to bring as many of the
regular appropriations bills before the Senate as possible. Not a
single one of the 13 reached the President's desk last year. And I
can understand the justification of those who want to see separate
measures sent to the President. I do not consider this as a line-item
veto.

Mr. JOHNSTON. Will the Senator yield?
Mr. BYRD. Yes; if I could just proceed for a minute.
I have some sympathy with the idea but not with this amend-

ment.
In the first place, I do not think it ought to be tacked onto this

particular resolution. That will just compound the problems of the
conferees on the debt limit.

It seems to me this ought to be thought out carefully, ought to be
taken through the committees, should have hearings, let us get
some constitutional experts on it, and then make our decision. Let
us not make it on this measure.

I do not think it will ever see the light of day when it reaches
the conference. But surely Senators who would read the Constitu-
tion of the United States would not want to support this proposal.

Yes, I am glad to yield.
Mr. JOHNSTON. Mr. President, I thank the Senator for yielding.
I am glad he is on the floor, because he is a repository of the

Senate rules and the Constitution of the United States. He has
pointed out that this bill would require the waiver of the provisions
of the Constitution, which is interesting.

Now, I have another little matter here that would be waived
under the Constitution. On the first page, line 10, they say that the
Secretary of the Senate, in the case of a joint resolution originating
in the Senate, shall enroll the bill.

Now, I ask my dear friend from West Virginia, is it now possible
to originate a joint continuing resolution making appropriations in
the Senate?

Mr. BYRD. The Senator makes a good point.
This amendment also applies specifically to regular appropria-

tions bills. Now we are not talking about an emergency appropria-
tion bill or a deficiency appropriation bill. We are talking about
regular appropriations bills. There are 13 of them. And, by custom,
they start in the House of Representatives. They do not start in
this Senate. They do not originate here. That is the point the Sena-
tor is making.

Mr. JOHNSTON. I am pointing out, of course, that the Constitution
requires revenue measures to originate in the House and, there-
fore, this language about the Secretary of the Senate enrolling the
bill is contrary to the Constitution.
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So I ask my friends, particularly on that side of the aisle, to con-
sider what this means. If you could waive the constitutional provi-
sion that the Senator has talked about and give light into this, it
would mean that the Clerk of the House would enroll the bill. It
would be he who would decide, for example, where all the amend-
ments would go, if we put on a Boland amendment, or put on an-
oh, gosh, there are so many legislative measures that we attach on
appropriation bills as an amendment that do not fit in a regular
appropriation bill. So you give it to the Clerk of the House over
there to decide which of those bills those measures would go in.

And I want to ask the Senator one more question, and that is:
Does he not agree that the point of order provided for on page 3
that says, "It shall not be in order to consider any joint resolution
making continuing appropriations for a fiscal year unless each title
of the joint resolution corresponds to an appropriation bill"-does
he not agree that that would make it impossible for us to do as we
do each year as we approach the October 1 deadline, realize that
the functions of Government cannot continue, and put in a short
term continuing resolution for 30 days, or something like that, that
provides for the continuation of each function of Government at
the levels then provided for? It would make that impossible, would
it not? We could not even consider it. There would be a point of
order against that, would it not?

Mr. BYRD. I think the Senator is probably correct. I have not had
an opportunity to concentrate on that aspect, but I am sure that
the Senator has carefully thought about it. I think he has a point
that is certainly worth consideration, serious consideration, and I
would trust his opinion.

But I wonder how many Senators have read this amendment?
Mr. STEVENS. Will the majority leader yield?
Mr. EVANS. Will the majority leader yield?
Mr. BYRD. Yes; I will be glad to yield to the distinguished Sena-

tor from Alaska and then to the Senator from Washington.
Mr. STEVENS. I have been wondering what happens to the supple-

mental appropriation bill? Is that a continuing resolution or is it a
regular appropriation bill under the provision of this amendment?

Further, I would ask my good friend what would have happened
to the crime bill that became part of the defense section of the con-
tinuing resolution. This bill had little, if anything, to do with the
Department of Defense-and it really had more to do with the De-
partment of the Treasury than it did Justice? Where would the
crime bill go in one of these 13 bills for purposes of separating the
continuing resolution for submission to the President, Defense, Jus-
tice, or Treasury?

I want to remind the Senate of the number of pieces of independ-
ent legislation that have been added to continuing resolutions in
past years or have also been added to supplemental appropriations
bills. How will these be treated?

Somehow or other, I say advisedly to the Senate, there appears
to be a feeling that the Appropriations Committee members con-
trived to bring all of these bills together. What has happened, more
than anything else, has oeen single issues-I remember the days of
busing legislation or of abortion that have held up bill after bill
after bill until we were forced to put them together in one bill.
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Where would abortion legislation go if it were added as a rider to
the defense bill under this amendment?

Mr. HUMPHREY. Will the Senator yield?
Mr. STEVENS. I am asking my good friend a question. I do not

have the floor.
This proposal is within the jurisdiction of'the Rules Committee. I

believe this is an amendment to the rules. There is a specific rule.
dealing with the appropriation bills.

Again, I share the frustration that many people feel that all
these bills are forced together into a continuing resolution and we
should avoid that whenever possible. But I ask my good friend:
What will we do? We just passed the supplemental bill. I did not
have 13 separate sections. Yet, this amendment says, notwithstand-
ing any other provision, there ought to be a point of order against
that bill unless it had 13 separate titles.

I really think the Senate needs to reconsider this proposition. I,
for one, am very much opposed to this being passed without proper
review by the Rules Committee. I say to my friend, I think this pro-
posal needs Rules Committee review.

Mr. BYRD. Mr. President, I would join with the Senator.
Mr. EVANS. Will the Senator yield?
Mr. BYRD. Yes; I yield to the distinguished Senator from Wash-

ington.
Mr. EVANS. I thank the majority leader.
It is a little difficult to have at all of the comments which have

been made, but I think there is a suitable answer to each one of
them.

First, on the question of the constitutionality, I would not at-
tempt to match my experience and history on the Constitution
with that of the majority leader.

But while he read accurately from one provision of the Constitu-
tion, it is also true that in Article I, section 5, of the Constitution,
it states:

Each House may determine the rules of its proceedings, punish its members for
disorderly behavior, and, with the concurrence of two-thirds, expel a member.

Mr. President, several of the leading constitutional lawyers in
the country whom we talked with in developing the original item
veto constitutional amendment-the item veto proposal, which is
much more complex than this and calls for much more independ-
ent action of an enrolling clerk than this, indicated that they
thought that this had a very good likelihood of being declared con-
stitutional under that provision of the Constitution that says that
each House, or the Congress in total, has control over its own rules
of procedure.

This goes by no means to the same length that an item veto
would. It merely says that those titles which are readily understood
and distinguishable should be separated when they are sent to a
President.

Interestingly enough, it is my understanding, Mr. President, and
I do not see the distinguished senior Senator from Florida on the
floor-but it is my understanding in talking of what enrolling
clerks do now, that the budget resolution which we passed and sent
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over to the House, the enrolling clerk spun off House Joint Resolu-
tion 324 and sent it back to us.

That did not pass the House. It was sent back to us by a spinoff
from the enrolling clerk and if I am wrong I can be corrected but it
is my understanding that that is what was done.

This would not call for any unusual action by an enrolling clerk
or anyone else. The titles are simple. They are easy to understand.
They are easy to categorize and I would say to my colleague from
Alaska that, if this had been in effect and a choice had to be made
as to where to put the crime bill, I am confident that it would have
been put on the section of the continuing resolution that relates to
justice and the judiciary so that when it was presented as a sepa-
rate matter to the President, the functions would be there in their
appropriate places.

Mr. STEVENS. Would the Senator yield on that point?
Mr. EVANS. Certainly, but.I do not have the floor.
Mr. BYRD. I hope the Chair will protect my right to the floor.
The PRESIDING OFFICER. The majority leader has the floor.
Mr. EVANS. If I might continue-
Mr. BYRD. Mr. President, I have no problem with the Senator

from Washington yielding to the Senator from Alaska, so my rights
to the floor are protected.

Mr. STEVENS. I appreciate that.
In regard to the comment the Senator has just made, you realize

if this becomes the law, we are dealing with the rules of the
Senate, which we waive from time to time. A majority of the
Senate can waive a rule of the Senate.

We cannot waive this provision of law which becomes a part of
the standing rules. As a matter of fact, if you look at the point of
order section on page 3, "Notwithstanding any other provisions of
law, the Standing Rules of the Senate, or the rules of the House of
Representatives." Then it says it is not in order, "to consider any
joint resolution making continuing appropriations-unless each
title--corresponds to a regular appropriation bill."

There is no provision in this section for a supplemental. And
there is no provision in this section for any general legislation that
does not correspond to a committee that is a standing subcommit-
tee of the Appropriations Committee.

There are 15 separate committees in addition to the Appropria-
tion Committee that deal with the subjects that are listed on page
4.

My point is, we have many things that wind up in the appropria-
tions process that are not listed in those 13.

Where is the enrolling clerk going to put these items that are
new?

Mr. EVANS. The enrolling clerk would not have to do that. If the
Senator from Alaska would read the next item on page 3, sub 2,
starting on line 22, "any general provisions of the joint resolution
are contained in the appropriate title or titles of the joint resolu-
tion-rather than in a separate title."

That would be up to the Senate and the House and the confer-
ence committee to make those decisions. They would make those
decisions as to which one of the 13 titles they would choose to put
what otherwise would be considered general provisions in.
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Most of those general provisions do have a relationship to one or
another of the separate appropriations bills and it would be rather
simple to divide them in that respect and I would say to my col-
league from Oregon, who talked about the difficulties of a short-
term resolution, I still think that it could be readily handled under
this language. But if that is the only problem, it would be simple
and I would certainly be willing to modify the amendment to say
something like: Any short-term appropriations to fund Government
for less than 15 days shall be exempt from provisions of this
amendment, if that-or something like it-would be necessary. I
am not sure that it would be but if that is the only problem that is
a simple one to fix.

Mr. STEVENS. Would my friend yield once more and then I shall
not ask-

Mr. EVANS. I understand the majority leader still has the floor.
The PRESIDING OFFICER (Mr. Wirth). Without objection.
Mr. STEVENS. Let me read to you from article I, section 7 of the

Constitution, in part.
It says, "But in all such cases the votes of both Houses shall be

determined by yeas and nays, and the names of the persons voting
for and against the bill shall be entered on the Journal of each
House respectively. If any bill shall not be returned by the Presi-
dent within 10 days * * * after it shall have been presented to
him, the same shall be a law * " and so forth.

The Senator is saying that this Senator would vote on one bill; a
continuing resolution. And a clerk would separate this one bill
down into 13 separate bills and present those bills to the President.

That is the presumption. I vote for the one bill that contains so
many extraneous provisions-but many times I have refused to
vote for bills that I supported parts of and opposed others. And
many times I have voted for bills that I did not agree with entirely.
In fact, just recently I voted against the trade bill because it con-
tained so many different bills beyond that which came from the Fi-
nance Committee.

I share your frustration. But that frustration applies to legisla-
tion as well as appropriations bills and this is an unconstitutional
way to try to correct the problem that both of us would like to cor-
rect. I tell you advisedly, in my judgment, this is not constitutional.

The Constitution requires that the names of persons voting for or
against a bill presented to the President shall be recorded in the
Journal. This amendment would not do that and I appeal to the
Senate not to do this.

Mr. EVANS. If I may respond to my colleague from Alaska?
Mr. GRAMM. Would the Senator yield on that point?
Mr. EVANS. The majority leader has the floor.
The PRESIDING OFFICER. The majority leader has the floor and

has yielded to the Senator from Washington.
Mr. GRAMM. Would you yield very briefly?
The PRESIDING OFFICER. The Senator from Texas.
Mr. GRAMM. It is not an uncommon occurrence here for unani-

mous consent to be asked and bills to be voted on en bloc. Those
bills then go to the President, the President either signs them or
vetoes them, in which case no individual Member is recorded on
each one of those bills.
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So, not every day, but it is not a rare occurrence, that we vote on
bills en bloc, in which case no one has raised a constitutional ques-
tion and the constitutional provision referred to has nothing to do
with this situation.

Mr. EVANS. I am delighted with that, in fact, I was going to men-
tion that point and also to remind my colleagues that not one word
not one jot, not one title would be changed in the act which had
been passed by each House of this Congress after such conference
committee as might be necessary.

All that is done is for us to use our internal procedures to divide
them into 13 parts to present to the President.

He may or may not return several of those. This Senator's vote
would not have been recorded on the bills that the President signs
because his vote would have been recorded on a bill, a continuing
resolution.

This is not a constitutional amendment. Every bill that is pre-
sented to the President must be recorded in the Journal and on it
must be recorded the names of those people who voted for or
against the bill.

You cannot have an .amendment which will divide a bill that I
voted on into 13 separate bills and have it be presumed that I
would have voted for all 13.

1 suppose an argument could be made that it is unconstitutional.
I hear that argument made on the floor all the time by those op-
posed to a measure; that this measure is unconstitutional.

Fortunately, there are some other elements of the Constitution
which provide for separation of powers between the several
branches of Government. Our job is to pass laws. Sure, we try to
have them constitutional when we pass them but we are not the
ultimate judge of that.

It is the Supreme Court across the street that will make that de-
cision. We do what we think wo ought to do and I believe that this
will withstand the constitutional test.

I believe that this will withstand the constitutional test.
I might just add finally before returning the floor to the majority

leader, that there has been a lot of talk here about all these extra-
neous items which are in the appropriations bills, the crime bill
and all the other things, which many of us from time to time like
to have in an appropriations bill. I am sure my colleague from
Oregon, the former chairman, and the current chairman, Senator
STENNIS, of Mississippi, which there were a way to keep separate
legislation off appropriations bills. It is not in order to offer legisla-
tion to an appropriations bill. We just waive that from time to time
in order to get legislation on an appropriations bill.

I think this might have the effect of slowing some of that down
and might be of some considerable benefit to the Appropriations
Committee itself.

The PRESIDING OFFICER. The majority leader.
Mr. BYRD. Mr. President, let us think a little further about what

we are doing. I am reading from the amendment, page 2, line 6.
A joint resolution required to be enrolled pursuant to paragraph (1).
(A) shall be enrolled without substantive revision.
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Who is going to make the judgment as to whether or not a sepa-
-rate resolution has been enrolled "without substantive revision?"'It
is going to be done by the enrolling clerk, according to the amend-
ment.

Let me also point out to the Senate, and I would be happy to
have anyone answer this question, any Senator, suppose a continu-
ing resolution is passed by both Houses. I have already point out
that that resolution passed by both Houses will not go to the Presi-
dent in accordance with the requirements of the Constitution. You
can talk about rules all you want, and I may give some attention to
the rules in a few minutes. Right now, though, I do not think we
need to call attention to the rules of the Senate. I shall call upon a
greater authority than the rules of the Senate. The Constitution of
the United States is the organic instrument of this Republic and no
rules of any legislative body are going to have preeminence over
this Constitution.

Yes, it also says that both Houses shall determine the rules of
their own procedures and all of that. But it does not say that, in
determining the rules of procedure, either body may circumvent
the Constitution of the United States.

This Constitution is very clear in what I read earlier with re-
spect to the necessity for every bill to pass both Houses before it
goes to the President of the United States. I do not know how
anyone can get around that.

Every bill which shall have passed the House of Representatives and the Senate,
shall, before it become a law, be presented to the President of the United States.

Can anyone tell me how a continuing resolution, which is passed
by both Houses, according to this amendment by the distinguished
Senator from Washington, is ever going to become law? How will it
ever become law without its being presented to the President of the
United States for his signature? There is no way that it can
become law. Yet, according to this amendment, such a continuing
resolution would never go to the President. It would only go to an
enrolling clerk and there it would stay.

Well, let us leave that point for a moment.
The continuing resolution would go to some enrolling clerk, who

would break that continuing resolution into its several parts, and
those several parts are to be enrolled and sent to the President of
the United States.

Not one of them would have passed either House, as such. What
number would be put on each of them? Suppose there are 13 sepa-
rate appropriation bills involved in that one continuing resolution.
That continuing resolution bears a House number, House Joint
Resolution 24 or 244, or whatever. You break that continuing reso-
lution down into 13 separate resolutions and send all of them
down. What numbers will be given to them?

Well, let us call it a bill for the moment.
That is what the Constitution speaks of, a bill, but it applies to a

joint resolution, just as well.
Let us say it is H.R. 348. That is Andy Gump's old license

number. How many Senators can remember Andy Gump?
All right, H.R. 348. We break it down into 13 parts. How will

they be numbered? Will they be numbered H.R. 348-1, H R. 348-2,
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H.R. 348-3, H.R. 348-A, H.R. 348-B, H.R. 348-C? Remember, too,
that not one of those bills carrying those numbers, will have passed
either body.

I hope that Senators, especially Senators who have had some op-
portunity to study constitutional law, will think seriously about
this question. I hope they will have their answers when they go
back to their constituencies and they are asked by some college
professor who is a teacher of constitutional law, or by a lawyer, or
by a State legislator, "Senator, how do you explain your vote on
this matter in the light of this Constitution? How do you explain
it?"

I would expect that, the next time the Senators get up before a
civic organization, someone in that civic organization may say,
"Senator, I have always had great respect for your knowledge of
the law. You passing the bar exam a good many years ago. You
have even appeared before the Supreme Court of the United
States. But tell me, Senator, have you read paragraph 2, section 7,
article I of the Constitution of the United States? How do you
square that with your vote in support of the Evans amendment?"

Think about it. Stay with the Constitution and vote against this
amendment.

Mr. HATFIELD. Will the Senator yield for a comment on the point
he is making without losing his right on the floor?

Mr. BYRD. Yes.
Mr. HATFIELD. Mr. President, let me just give a little bit of histo-

ry of the last few weeks. The clerks in the House of Representa-
tives enrolled a supplemental appropriations bill we passed a few
weeks ago, a far simpler vehicle than what we get into when we
talk about a continuing resolution. It was sent over to the Senate.
The White House made a communication to the Appropriations
Committee saying, "We thought we had a provision or two on the
foreign operations part of that supplemental and it is not in this
supplemental you have up for approval.

Lo and behold, upon review of the situation, the clerks in the
House had omitted two paragraphs in the supplemental appropria-
tions bill, quite by mistake.

But of the work; the cut and paste that goes into this whole proc-
ess, I am sure none of us are fully aware of the complexity of that.
The clerks, by mistake, left out two paragraphs of a supplemental
appropriations and we had to pass a concurrent resolution to cor-
rect that situation in order to validate what the conferees had
agreed to, because of a clerical error.

Now you get into the matter of a CR with all of its complexities.
As the majority leader has indicated, this becomes a monumental

task that gets down to the simple point of how do we validate the
appropriations process under the Constitution.

I just think we ought to look at not only the legal concerns-and
I am not qualified to speak for the constitutional legal points-and
certainly I can share this experience of the mechanics of a clerk
having this kind of authority and responsibility when under the
current clerical role that clerks play we have these errors that
happen, and not too infrequently, either.

51-721 0 - 93 - 9
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Mr. FORD. Mr. President, will the distinguished Senator from
Oregon yield to me without the majority leader losing his right to
the floor?

Mr. HATFIELD. I do not have the floor.
Mr. FORD. Without losing his right to the floor, is that all right

with the Senator?
Mr. BYRD. That is all right with me. I have said enough and I

will sit down. I hope we can vote soon.
Mr. FORD. Will the distinguished Senator yield?
Mr. HATFIELD. Yes.
The PRESIDING OFFICER. The Chair recognizes the Senator from

Kentucky.
Mr. FORD. I ask the distinguished Senator from Oregon-and we

are talking about procedure now-are we giving any more author-
ity to the Clerk of the House than we have normally?

Mr. HATFIELD. We are giving far more authority to the enrolling
clerk because of the fact the enrolling clerk will have to place
these, what we call general provisions, general amendments and
administrative provisions into the proper separate vehicle that goes
down to the White House. At the present time the enrolling clerk
has very specific instructions. It comes on the basis of each section,
each chapter. But then under the general section-because these
are all broken up-the enrolling clerk will have the additional re-
ponsibility to select the vehicle in which the enrollment will occur
to send to the White House.

Mr. FORD. Would I be correct then to say we are putting entirely
too much responsibility on the Clerk of the House or the Secretary
of the Senate because then those who would want a little piece of
money instead of going into section 1, would want it over in the
Defense Department section or something? Would not people be
lined up in front of the clerk's door all the way down Pennsylvania
Avenue trying to get the clerk to put this in this area and be
changing it around? It just seems to me it would be an unending
thing; they cut and paste, somebody else says change it, cut and
paste, put it someplace else. The mechanics are horrible under this
amendment.

Mr. HATFIELD. The senator has put his finger on another point
and that' is we get continuing signals from the White House on
each part of the appropriation bill, continuing resolution, or a
single bill. We know pretty well what the White House is going to
do-veto, support, and sign. Can you imagine what happens under
a continuing resolution when there are sections of that which the
White House would obviously say we do not like and everybody is
saying keep the general provision off of that vehicle and put it on
the defense bill because that is the one they will sign for sure or
put it on some other because that is the one they will sign for sure?
It leads to all kinds of problems and possibilities of things we do
not want to discuss.

Mr. FORD. I thank the Senator. We have heard a marvelous dis-
cussion of the constitutional problem we have. I am not a lawyer
and I listened very intently to the discussion. I read the Constitu-
tion with amazement and interest. But I think this amendment has
gone beyond the constitutional question; it has put into the hands
of the Clerk the opportunity to put anything in any section that he
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or she may want. I can see that the strongest individual in either
the House or the Senate will be the nonelected individual. They
would have the ability to put provisions in one section of the bill or
the other. I am not sure the distinguished Senator from Washing-
ton understands what this amendment is doing as I read it and as
substantiated by the distinguished ranking member of the Appro-
priations Committee. I hope my colleagues, under the circum-
stances, would vote to defeat this amendment.

Mr. Nickles addressed the Chair.
Mr. Evans addressed the Chair.
The PRESIDING OFFICER. The Chair recognizes the Senator from

Oklahoma.
Mr. NICKLES. Mr. President, I will be very brief. I think the

debate that we have had the last hour or so on this amendment
shows there is a great deal of frustration. A lot of us believe that
the appropriations process and budget process is broke. It is not
working. Last year we had one appropriation bill, a CR, $576 bil-
lion. It had a lot of things we needed. It had a lot of things we did
not need. It had a lot of items that were germane. It had a lot of
items -that were not germane. The Senator from Alaska said it was
not just the appropriations process that abuses the normal process.
The Constitution, as pointed out by the majority leader, says every
bill shall have been passed by the House and Senate and signed by
the President. Every bill. I wonder if they envisioned bills that
would be $576 billion large. I wonder if they envisioned a trade bill
that had so many miscellaneous items and entire bills attached, a
trade bill reported from eight or nine different authorizing commit-
tees, had plant-closing legislation, had repeal of the windfall-profits
tax, over a thousand pages large. The process that we have today is
broke.

I happen to concur with many of the things my friend from
Alaska said. I think this should apply in general to other pieces of
legislation, not just appropriations bills. I think breaking it down
and giving the President the chance to sign or veto 13 different ap-
propriations bills as they are, as they are recorded, as they come
out of each individual subcommittee, is not an abuse of power. I
think it would restore some of the checks and balances that we des-
perately need. Right now Congress is holding a stacked deck. It is
holding all the cards. It puts all the appropriations bills together
and I think abuses the process. We need to fix it. The majority
leader may be right. Maybe this is not the best way. Maybe it does
not meet every fine point of constitutional discretion. I am not
sure. But we need to fix this system. It is broke. The system is not
working. It is not working when we have a 1,000 page trade bill. I
know the Senator from Missouri worked hard on that trade bill.
That trade bill was too large. It had too many items that were not
germane, too many items that the President should have a chance
to sign or veto individually. And the same thing for the crime bill
that we passed. It was over a thousand pages. And again and again
Congress has resorted to that trainload mentality-if there is a
train moving through, let us tack on whatever-amendments, bills.
Not amendments. We call them amendments but they are entire,
separate, complete bills. I think the President should have the op-
portunity to sign or veto and then if we disagree we can override.
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Mr. BYRD. Mr. President, I wonder if we could vote in 5 minutes.
Mr. EVANS. I would be delighted to vote, if I could just-
Mr. BYRD. Or vote now.
Mr. EVANS. No; if I could just have time enough-
Mr. BYRD. Mr. President, I ask unanimous consent that the Sena-

tor speak for 5 minutes and the Senate then vote.
The PRESIDING OFFICER. Is there objection?
Mr. HUMPHREY. I object.
The PRESIDING OFFICER. Objection is heard.
Mr. HUMPHREY. The opponents have been speaking for an hour

and they want to limit us to 5 minutes. That is not fair.
The PRESIDING OFFICER. Objection is heard. The Chair recognizes

the Senator from Washington.
Mr. EVANS. I thank the Chair. I fear that this Chamber has been

flooded with red herrings this afternoon. We have heard about all
of the problems and difficulties of the current system and what
might happen under this rather simple proposal. Frankly, I am as-
tounded. I am amazed to hear my colleague from Oregon say that
the Enrolling Clerk made a bid error and it had to be corrected.
That can happen no matter what our rules are or how we choose to
put our bills together.

I suggest, Mr. President, that things are broke, as the Senator
from Oklahoma has said. And one of the reasons they are broke is
because we have engaged in this penchant of putting everything
into one huge pot. They are not any more really continuing resolu-
tions. It is more accurate to say that they are omnibus appropria-
tions bills. Last year it is my understanding-and I do not serve on
the Appropriations Committee, but I follow it pretty carefully-we
passed most of the appropriations bills separately in the Senate,
they passed virtually all of them in the House, and the conference
committees joined together and reached agreement in each of their
separate categories and then the decision was made to wrap all of
those together along with the ones which had not been finished. It
was done deliberately to make than an omnibus appropriations
bill. I cannot think of any stronger argument for reseparating
them than the deliberateness of that concept,, that suddenly now
we should have an omnibus appropriation which for all practical
purposes eliminates the constitutional veto authority of a Presi-
dent.

Just consider: Almost $600 billion and a good amount of other
legislation hooked aboard, facing the President on the eve of a new
fiscal year. He cannot veto it.-There is no way the President can
use his constitutional veto under those circumstances.

The question has been brought up about the extraordinary power
of an enrolling clerk. Well, if this amendment is adopted, as I hope
it will be, and if it-becomes law, as I hope it will be, then it is up to
the Appropriations Committees on both sides to be careful enough
to do the job well; to identify clearly what each title is; if neces-
sary, to give a number to each title and say, "When this bill is pre-
sented to the President, this will be the number for the military
construction proposal." That is easy enough to do.

Yuurcan draft what you want in those bills as they are passed by
the Senate and by the House clearly and carefully enough so that
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the enrolling clerk would have no task further than to put them
into 13 parts. I think that is precisely what we ought to be doing.

It is bad to give unusual power to someone not elected, and I fear
that is what we are doing now by creating such an extraordinarily
large and complex bill that we cannot hope to follow all its ele-
ments. We do make mistakes. The very best of people make mis-
takes. But we tend to make more mistakes as we get something
more and more complex.

If we could separately take each one of these items, each one of
the appropriations bills, as we once did, adequately go through the
conference committee on a military construction bill, on the legisla-
tive appropriations bill-for Heaven's sakes, on the District of Co-
lumbia bill, which certainly should not be too difficult-and on
each of the other bills as they come along. Certainly, there are two
or three which are of extraordinary difficulty and complexity. I un-
derstand full well that the foreign operations bill, the defense au-
thorization bill, and the Health and Human Services side of the
bill are going to be complex. But far better to deal with them sepa-
rately and independently than wrapping them all together in a
highly complex continuing resolution.

Mr. President, this is not a complex bill. I do not believe it is an
unconstitutional bill. I believe it is worth trying as a small step
back toward fiscal sanity. The Judges across the street will make
the determination as to whether it is constitutional or unconstitu-
tional, as they often do. But it is worth trying. It is worth trying, if
even for only 1 year we end up doing what we once did.

All this is restoring the balance to take us back to the traditions
we had in 13 separate bills. I think it would be refreshing and
worthwhile. I would hope that each of those 13 bills would be
brought to the floor of the Senate and dealt with separately, so
that we could analyze each one in its own framework, rather than
facing, as we have this last year, a huge and enormous continuing
resolution which no Member of the Senate outside of the Appro-
priations Committee-and I suspect many inside the Appropria-
tions Committee-knew from cover to cover.

We may not know bills from cover to cover if we deal with them
separately, but at least we have a chance, and that is all we are
asking for in the Senate-a chance to analyze and understand
what we are doing, so that we can represent our people and this
country better. This is a small step in that direction. It is not
overly complex, and I hope it will be adopted by this body and
made part of our procedure for just the next 2 years.

This has a sunset clause in it. It is a low-risk trial to see if we
can do something better than we are doing today.

I urge the adoption of the amendment.
The PRESIDING OFFICER. Is there further discussion of the amend-

ment?
Mr. Humphrey addressed the chair.
The PRESIDING OFFICER. The Senator from New Hampshire.
Mr. HUMPHREY. Mr. President, I assure my colleagues that I will

be brief.
Mr. BYRD. Mr. President, will the Senator yield without losing

his right to the floor?
Mr. HUMPHREY. I yield.
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Mr. BYRD. Mr. President, the Senator wanted to speak earlier
and should have an opportunity to speak, and he has been recog-
nized. I wonder if we could vote after the Senator from New Hamp-
shire completes his statement.

I ask unanimous consent that the Senator from New Hampshire
speak for 5 minutes and that then the Senate vote.

The PRESIDING OFFICER. Is there objection? The Chair hears none
and it is so ordered.

The Senator from New Hampshire is recognized.
Mr. BYRD. I thank the Senator.
Mr. HUMPHREY. Mr. President, it is astounding how much obfus-

cation arises whenever the Senate is on the verge of doing some-
thing to enforce fiscal responsibility.

The measure 'which the Senator from Washington has presented
to us is eminently sound and badly needed. Let us recall the con-
text in which it is offered.

Last year, we had one appropriations bill, 576 billion dollars'
worth of one bill, the largest appropriations bill in history. It was
placed on the President's doorstep at the 11th hour, the 59th
minute. He had no practical choice but to sign it, pork and all.
That was an act of irresponsibility and malfeasance on the part of
Congress.

This measure would enforce some discipline to prevent a recur-
rence of such an abomination.

A number of objections have been raised. Some have raised the
constitutional issue in the context of what defines a bill. I wish to
quote from a study by Judith Best, distinguished teaching professor
of political science at the University of New York. She says, in
part-and I use her words because they are better than mine
would be at this moment:

If Congress may define as a bill a package of distinct programs and unrelated
items, it can define distinct programs and unrelated items to be separate bills.
Either Congress has the right to define a bill or it does not.

With respect to the objection raised by the ranking member of
the Appropriations Committee, in which he alleges that this provi-
sion would give new and unwarranted powers of discretion to the
enrolling clerks, Senators should read the language of the amend-
ment. It says on page 3, in the provision "In General":

Notwithstanding any other provision of law, the Standing Rules of the Senate, or
the Rules of the House of Representatives-

(1) it shall not be in order to consider any joint resolution making continuing
appropriations for a fiscal year unless each title of the joint resolution corre-
sponds to a regular appropriation bill,

(2) any general provisions of the joint resolution are contained in the appro-
priate title or titles of the joint resolution * *.

In other words, the Appropriations Committee has to decide,
before it discharges the bill, where those general appropriations go.
It cannot hoive a separate section, an addendum at the end of the
bill, entitled "General Provisions." It must incorporate general pro-
visions into one of the titles of the bill.

Mr. President, this is an excellent proposal. It is not a line item
veto. I wish it were. It is an excellent proposal that will be salutary
and will enforce discipline in this place, where there is virtually
none, it would seem, as evidenced by the horrible record we have
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with respect to continuing resolutions and the abomination that in
one resolution we passed last year in such a way that we left the
President no choice but to sign the whole conglomeration worth
$576 billion.

Mr. BYRD. Mr. President, the Senator has 30 seconds remaining.
Will he yield it to me?

Mr. HUMPHREY. Yes.
Mr. BYRD. Mr. President, I am told by the managers that there

are only three more amendments, and 1 have good reason to be-
lieve that each of-them Will not take much time as we take on this.
So if we can stay a little longer, we can finish action on this joint
resolution this evening.

I thank the Senator, and I yield the floor.
The PRESIDING OFFICER. Does the Senator from New Hampshire

yield back his remaining time?
Mr. HUMPHREY. I yield back the time.
The PRESIDING OFFICER. The time now expires. The vote now

occurs on the amendment offered by the Senator from Washington.
Mr. BUMPERS. Mr. President, have the yeas and nays been or-

dered?
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

amendment of the Senator from New Hampshire.
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. DIXON. Mr. President, Senator Leahy is absent. Were he

present, he would vote "no." In view of that, Mr. President, I ask
that my vote be paired. I would vote "aye."

Mr. CRANSTON. I announce that the Senator from Washington
[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], the Senator from New York [Mr. Moy-
nihan], and the Senator from Illinois [Mr. Simon], are necessarily
absent.

I also announce that the Senator from New Mexico [Mr. Binga-
man] and the Senator from Alabama [Mr. Shelby], are absent be-
cause of illness in family.

Mr. DOLE. I announce that the Senator from Arizona [Mr.
McCain], the Senator from Wyoming [Mr. Simpson], and the Sena-
tor from Connecticut [Mr. Weicker], are necessarily absent.

I further announce that, if present and voting, the Senator from
Arizona [Mr. McCain] would vote "yea."

The PRESIDING OFFICER (Mr. Breaux). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 41, nays 48, as follows:
[Rollcall Vote No. 220 Leg.]

YEAS-41

Armstrong Boschwitz Dole
Bentsen Cohen Domenici
Bond Danforth Durenberger
Boren Daschle Evans
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Exon Kassebaum Roth
Garn Kasten Rudman
Gramm Lugar Specter
Grassley McClure Symms
Hatch McConnell Thurmond
Hecht Murkowski Trible
Heinz Nickles Wallop
Helms Pressler Warner
Humphrey Proxmire Wilson
Karnes Quayle

NAYS--48

Baucus Glenn Mikulski
Bradley Gore Mitchell
Breaux Graham Nunn
Bumpers Harkin Packwood
Burdick Hatfield Pell
Byrd Heflin Pryor

afee Hollings Reid
Chiles Inouye Riegle
Cochran Johnston Rockefeller
Conrad Kennedy Sanford
Cranston Kerry Sarbanes
D'Amato Lautenberg Sasser
DeConcini Levin Stafford
Dodd Matsunaga Stennis
Ford Melcher Stevens
Fowler Metzenbaum Wirth

PRESENT AND GIVING A LIVE PAIR, AS PREVIOUSLY RECORDED-1

Dixon, for.

NOT VOTING-10

Adams McCain Simpson
Biden Moynihan Weicker
Bingaman Shelby
Leahy Simon

So the amendment (No. 650) was rejected.
Mr. BYRD. Mr. President, I move to reconsider the vote by which

the amendment was agreed to.
Mr. DOLE. Mr. President, I move to lay that motion on the table.
The motion to lay on the table was agreed to.
Several Senators address the Chair.
The PRESIDING OFFICER (Mr. Breaux). The Senator from North

Dakota.

Amendment No. 651

(Purpose: To reduce spending for fiscal year 1988 by 2 percent)

Mr. CONRAD. Mr. President, I send an amendment to the desk
and ask for its immediate consideration.

The PRESIDING OFFICER. The amendment will be stated.
The legislative clerk read as follows:

The Senator from North Dakota [Mr. Conrad] proposes an amendment numbered
651.

Mr. CONRAD. Mr. President, I ask unanimous consent that the
reading of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
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The amendment is as follows:
At the end of the joint resolution, add the following:

TITLE-2 PERCENT REDUCTION OF SPENDING FOR FISCAL YEAR 1988
SEC. 01.2 PERCENT REDUCTION OF APPROPRIATE LEVELS.

Pursuant to section 304 of the Congressional Budget and Impoundment Act of
1974, section 4 of the concurrent resolution on the budget for fiscal year 1988 (H.
Con. Res. 93, 100th Congress, 1st Session) is amended by adding at the end thereof
the following new subsection:

"(tXl) Notwithstanding any other provision of law but subject to the provisions of
paragraphs (2), (3), and (4)-

"(A) for purposes of determining, in accordance with section 311(a) of the Con-
gressional Budget Act of 1974, whether the maximum deficit amount for a fiscal
year has been exceeded;

"(B) for purposes of other points of order under section 311 of the Congres-
sional Budget and Impoundment Control Act of 1974;

"(C) for purposes of reconciliation under section 310 of the Congressional
Budget and Impoundment Control Act of 1974; or

"(D) for purposes of allocations and points of order under section 302 of the
Congressional Budget and Impoundment Control Act of 1974,

each appropriate level of total new budget authority for each mhjor functional cate-
gory and aggregate set forth for fiscal year 1988 in the concurrent resolution on the
budget for fiscal year 1988 (H. Con. Res. 93, 100th Congress, 1st Session) shall be
deemed to be reduced by 2 percent, and outlay levels shall be deemed to be reduced
by appropriate amounts corresponding to a 2 percent cut in budget authority.
"(2) The reduction imposed by paragraph (1) and paragraph (3) shall not apply to
the major functional categories for Social Security (650) and that portion of budget
authority and outlays which are under any functional category and which are at-
tributable to the enforcement activities of the Internal Revenue Service, and shall
apply only to that portion Medicare (570) attributable to general records.

"(3) In addition to other changes specified in this subsection, the committees of
the House of Representatives and the Senate that have jurisdiction over budget au-
thority and outlays (other than budget authority and outlays within functional cate-
gories for Social Security (650) or under any function categories which are attributa-
ble to enforcement activities or the Internal Revenue Service) shall report changes
in laws within their jurisdiction that provide budget authority and outlays (other
than budget authority and outlays within functional category for Social Security
(650) and the functional categories which are attributable to enforcement activities
or the Internal Revenue Service) sufficient to reduce budget authority or, where ap-
plicable, outlays (other than budget authority and outlays within functional catego-
ry for Social Security (650) and the functional categories which are attributable to
enforcement activities or the Internal Revenue Service) by two percent.

"(4) The Chairmen of the Committees on the Budget of the House of Representa-
tives and the Senate shall file with their respective Houses appropriately revised
allocations under section 302(a) of the Congressional Budget Act of 1974 and revised
functional levels and aggregates to carry out this subsection. Such revised alloca-
tions, functional levels, and aggregates shall be considered for the purposes of such
Act as allocations, functional levels, and aggregates contained in a concurrent reso-
lution on the budget within the meaning of title III of such Act, and the appropriate
committees of such Houses shall report revised allocations, pursuant to section
302(b) of such Act for fiscal year 1988 to carry out-this subsection."

Mr. CONRAD. May I have order?
The PRESIDING OFFICER. The Senate will be in order. The Senate

is not in order. The Senator will please suspend until the Senate is
in order.

The Senator will please begin.
The Senator from North Dakota.
Mr. CONRAD. Mr. President, this amendment seeks to reduce

budget authority and, where appropriate, outlays 2 percent across
the board with certain limited exceptions. Those exceptions are as
follows.
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No. 1, Social Security; No. 2, the functions of the Special Reve-
nue Service; and No. 3, the 2-percent reduction applies to the gen--
eral revenue portion of Medicare.

Mr. President, let me just briefly read from the amendment
itself.

For the Impoundment Control Act of 1974, each appropriate level of total new
budget authority for each major functional category and aggregate set forth for
fiscal year 1988 in the concurrent resolution on the budget for fiscal year 1988 (H.
Con. Res. 93, 100th Congress, 1st Session) shall be deemed to be reduced by 2 per-
cent, and outlay levels shall be deemed to be reduced by appropriate amounts corre-
sponding to a 2 percent cut in budget authority.

Mr. President, since we adopted our budget resolution the under-
lying assumptions on revenue have changed dramatically.

When we passed the budget resolution we thought we would
have a deficit in fiscal 1988 of $134 billion.

Mr. DOMENICI. May we have order?
The PRESIDING OFFICER. Those Senators desiring conversation

will please retire to the cloakroom. The Senate will please be in
order. The Senator from North Dakota.

Mr. CONRAD. I thank the Chair and I thank the Senator from
New Mexico.

As I was saying, when we passed the budget resolution we
thought we were providing a deficit of $134 billion for fiscal 1988.
Now we know with the new estimate by CBO that that estimate is
$152 billion.

In addition, we know that over the next 5 years the deficit is in-
creased by $238 billion from the previous projections. That is the
reason I am offering this amendment. Very simply, it does the fol-
lowing:

First, it saves $10.4 billion over the previous budget resolution.
Second, it reduces the ending deficit from $151.1 billion to $140.7

billion; and
Third, it improves the balance of the deficit reduction package

that we passed.
The deficit reduction package that we passed had $19 billion in

revenue; $8 billion in cuts. The additional $10.4 billion in cuts pro-
vides some greater balance between revenues on the one hand and
cuts on the other.

The next point I want to make is that this is not draconian cuts.
Mr. JOHNSTON. Would the Senator yield for a question? I hate to

interrupt his train of thought but would he mind yielding?
Mr. CONRAD. I would be happy to yield.
Mr. JOHNSTON. I am advised that this section violates section 306

of the Budget Act because it involves matters within the jurisdic-
tion of the Budget Committee which have not been referred to that
committee.

Since that point of order does lie, I wonder if the Senator wants
to fully discuss it before that point of order is made?

Mr. CONRAD. Yes; I would like to complete the case. Let me
advise the Senator that I am very near the end. I have exercised
restraint, noticing the lateness of the hour and the eagerness of
Senators to leave. But I would just like to complete the case and
then I will move to waive the Budget Act provisions.
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Let me just pick up where I left off by indicating this is not some
draconian cut. In fiscal 1987 we had outlays of $1.008 trillion; in
fiscal 1988 the conference agreed to $1.069 trillion.

We cut that back to $1.058 trillion in outlays. In other words, we
are going up in outlays from last year by $50 billion.

Let me also indicate that in an area that is as sensitive as educa-
tion, this 2-percent reduction still leaves you $900 million above the
CBO baseline.

There is one thing that I would like to advise Senators, because I
circulated to all Senators what the effect of these cuts would be in
each functional area.

The conference left Medicare at $81.6 billion. The sheet distribut-
ed indicated the cuts would take us back to $79.8 billion. Now that
we are just applying the reduction to the general revenue portion
of revenue that number is now $81 billion.

Finally, let me indicate that in each of the major functional
areas, defense is reduced $3.4 billion, nondefense discretionary is
reduced $2 billion, entitlements are reduced $4.6 billion, net inter-
est is reduced $400 million, for a total savings of $10.4 billion, ac-
cording to CBO.

I urge adoption of the amendment. I am prepared to move to
waive.

The PRESIDING OFFICER. Does the Senator move to waive or does
the Senator yield the floor at this time?

Mr. CONRAD. Pursuant to section 904(c) of the Congressional
Budget Act of 1974, I move that section 306 of that act be waived
with respect to the consideration of the Conrad amendment as of-
fered.

The PRESIDING OFFICER. Is there debate on the motion?
Mr. JOHNSTON. Mr. President, I make a point of order under sec-

tion 306 of the Budget Act.
The PRESIDING OFFICER. The point of order is made and the

Chair will say that the Senator from North Dakota has moved to
waive the provisions of the Budget Act. That motion is debatable.
It must be disposed of before any other matters can be taken up. So
the debate, if there is any, is on the motion of the Senator from
North Dakota.

Is there debate on the motion?
Mr. BOSCHWITZ. Mr. President, I rise to support the amendment

and hope that the Budget Act will be waived. I subscribe to the
amendment because I believe that the only way we are going to
control expenditures is by an across-the-board approach. In my
years on the Budget Committee as we have debated various aspects
of it, we approached each element, each function and subfunction
learning that they are all very appealing. In the end, unless you
take an approach that is almost somewhat mindless in the sense
that it is across the board, you just do not make any progress at
all.

So I do indeed support the idea that we go across the board. The
approach of the Senator from North Dakota would not mean that
people would receive less than the year before. They would receive
as much as they did the year before. They simply in some instances
would not receive more or the increase would be diminished.
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budget is necessary if we are going to control expenditures. I hope
the Senate will support the Senator from North Dakota in his at-
tempt to waive the Budget Act at this time.

The PRESIDING OFFICER. The Senator from North Dakota is recog-
nized.

Mr. CONRAD. Mr. President, I thank the Senator from Minnesota,
who is cosponsoring this amendment. I know there are those who
think that an across-the-board cut is not the preferable way to pro-
ceed. I agree with that.

But we have spent months carving up the pie. Now the question
is whether we reduce the size of the pie somewhat. In this amend-
ment we have given maximum flexibility to the committees to de-
termine how these cuts might be made in light of the numbers
from CBO. This seems to be the only way that we can achieve fur-
ther budget deficit reduction in fiscal 1988. For that reason I urge
my colleagues to support it. 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. Is there further debate?
Mr. DOMENICI. Mr. President, I assume the distinguished Senator

from Louisiana who made the point of order obviously joins me in
urging that we not waive in this instance. Am I correct?

Mr. JOHNSTON. Mr. President, the Senator is correct. There is a
long argument to be made about this. I support the thrust of the
amendment, but, believe me, this will not work. Rather than make
a long speech to tell you why it will not work, it is just very plain
that it violates the Budget Act and we should not give the 60 votes
to waive the Budget Act.

I think the Senator will agree with me that it applies only to
budget authority. If you could get around it so easily, it is like the
proverbial hole in the line that is so wide you can drive a Mack
truck through it.

Rather than go into the long argument as to why it will not
work, I think it is better, as the-Senator suggests, not to waive the
Budget Act.

Mr. DOMENICI. I would like to say that it seems to me that the
Senator who offered this amendment is most diligent in trying to
restrain the budget. I have complimented him in' the committee
and here on the floor. But Senators should know we just passed the
budget resolution. We went to conference. Whether you like the
budget resolution or not, within 3 weeks after you have adopted a
budget resolution when these kinds of amendments to reduce the
budget resolution would have been in order, if you come along after
the budget resolution and cut just the Senate's portion we say now

-we are going to have a brand new budget resolution, in essence, if
this amendment is adopted.

In addition, since you are only applying it on the budget author-
ity-side you have nothing but confusion. So if ever the 60-vote ra-
tionale was very valid and you should use it-obviously, it is there
to be waived-this is one where you should not waive it. Obviously,
you are changing the budget resolution within 3 weeks in a
manner that will not work. If you were going to cut it in the
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budget, cut it in the budget resolution that just passed. Do not
deem it a month later to be changed, which essentially is what we
are doing.

I thank the Senator from Louisiana for making the point of
order and I hope we will not waive the Budget Act in this instance.

The PRESIDING OFFICER. The question is on- waiving the budget
resolution provisions. The yeas and nays have been ordered, and
the clerk will call the roll.

The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Arkansas [Mr. Bumpers], the Senator from Vermont [Mr.
Leahy], the Senator from New York [Mr. Moynihan], and the Sena-
tor from Illinois [Mr. Simon] are necessarily absent.

I also announce that the Senator from New Mexico [Mr. Binga-
man] and the Senator from Alabama [Mr. Shelby] are absent be-
cause of illness in family.

Mr. DOLE. I announce that the Senator from Arizona [Mr.
McCain], the Senator from Wyoming [Mr. Simpson], and the Sena-
tor from Connecticut [Mr. Weicker] are necessarily absent.

The PRESIDING OFFICER. Are there any other Senators in the
Chamber desiring to vote?

The result was announced-yeas 36, nays 53, as follows:

[Rollcall Vote No. 221 Leg.]

YEAS-36

Armstrong Dixon McClure
Baucus Exon McConnell
Bond Fowler Melcher
Boren Gramni Nickles
Boschwitz Grassley Pressler
Burdick Harkin Proxmire
Byrd Hatch Pryor
"Ciles Heflin Roth
Conrad Humphrey Sanford
Danforth Karnes Symms
Daschle Kasten Wilson
DeConcini Levin Wirth

NAYS-53

Bentsen Hatfield Packwood
Bradley Hecht Pell
Breaux Heinz Quayle
Chafee Helms Reid
Cochran Hollings Riegle
Cohen Inouye Rockefeller
Cranston Johnston Rudman
D'Amato Kassebaum Sarbanes
Dodd Kennedy Sasser
Dole Kerry Specter
Domenici Lautenberg Stafford
Durenberger Lugar Stennis
Evans Matsunaga Stevens
Ford Metzenbaum Thurmond
Garn Mikulski Trible
Glenn Mitchell Wallop
Gore Murkowski Warner
Graham Nunn
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NOT VOTING-11
Adams Leahy Simon
Biden McCain Simpson
Bingaman Moynihan Weicker
Bumpers Shelby

The PRESIDING OFFICER. On this vote, the yeas are 36, the nays
are 53. The motion is not agreed to and the amendment of the Sen-
ator from North Dakota which proposes to change matter within
the jurisdiction of the Budget Committee has been offered to a joint
resolution not reported by the Budget Committee and in violation
of section 306 of the Budget Act and, therefore, the amendment
must fall.

Amendment No. 652
(Purpose: To repeal the pay raises granted to Members of Congress and certain

officers and employees of the Federal Government)

Mr. HUMPHREY. Mr. President, on behalf of Senators Burdick,
Helms, Proxmire, DeConcini, McCain, and Roth, and on my own
behalf I send an amendment to the desk and ask for its immediate
consideration.

The PRESIDING OFFICER. The amendment will be stated.
The bill clerk read as follows:

The Senator from New Hampshire (Mr. Humphrey) for himself, Mr. Burdick, Mr.
Helms, Mr. Proxmire, Mr. DeConcini, Mr. McCain, and Mr. Roth, proposes an
amendment numbered 652.

At the appropriate place, add the following new section:
SEC. . (a) The rates of pay for all offices and positions which were increased pur-

suant to the recommendations of the President relating to rates of pay for offices
and positions within the purview of section 225(0 of the Federal Salary Act of 1967,
as included (pursuant to section 225(h) of such Act) in the budget transmitted to
Congress for the fiscal year ending on September 30, 1988, are reduced to the rate of
pay for each such office and position which was in effect before such recommenda-
tions became effective.

(b) The provisions of subsection (a) shall become effective on the first day of the
first applicable pay period which begins on or after the date of enactment of this
Act.

(c) The provisions of subsection (a) shall not apply to any judge, justice, or magis-
trate serving in the Judiciary Branch of the Federal Government.

Mr. HUMPHREY. Mr. President, I am aware that Senators have
family obligations. I am, myself, concerned about making good on a
promise I made my little boy that I would be at home when he
wakes up tomorrow. I need to catch an airplane like other people.
But public business-I hope I do not sound too pious-public busi-
ness comes first, and this is our best opportunity to offer this
amendment, and that is why I am offering it.

I do not wish to be a nuisance. But, Mr. President, let me say
this, and I will keep it brief because the case has been well argued.
There is no need to reargue the case. Senators are acquainted with
the situation.

Here is why I am once again offering this amendment, Mr. Presi-
dent. Senators know that the Senate for its part on several occa-
sions voted against the pay raise which ultimately went into effect
recently, several months ago, which accounted for a $12,100 in-
crease in the salary of Members of Congress which is a 15.6-percent
increase.
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The Senate voted under the procedure to decline the pay raise.
Under the new law, both Houses must decline the pay raise. The
House for its part claimed to decline the pay raise, but the leader-
ship in the shabbiest of scams scheduled the vote the day following
the deadline for such a vote. In the debate on the House floor at
the time, members of both parties analyzed that the vote was utter-
ly without meaning, utterly without effect, because it was occur-
ring 1 day too late; it was occurring after the deadline.

I have to say very frankly that the House perpetrated a grievous
scam in which the people of the United States suffered. A great
breach of faith with the people of the United States was opened up,
which breach remains open and will until something is done to
close it. That is why I offer this amendment.

'The amendment returns the rate of pay of Members of Congress
and certain executive officers, but not the judiciary-may I point
out, they are exempted in the judiciary, including judges, justices,
and magistrates-and restores the rate of pay for Members of Con-
gress and certain members of the executive to the rate which exist-
ed prior to the passage of the automatic increase in pay which oc-
curred recently.

We are asking Senators only to do what they have done before,
and that is to vote down this pay raise-in this case to repeal it-
in hopes that by attaching it to this bill the Representatives of the
House will be forced at last to act in a timely fashion one way or
the other and address this important matter.

Mr. President, I believe the Senator from North Dakota wishes
to speak, and for that matter I yield the floor.

The PRESIDING OFFICER. The Senator yields the floor and the
Chair will recognize the Senator from North Dakota.

Mr. BURDICK. Mr. President, I rise today in support of ongoing
efforts to rectify the situation caused by the $12,000 pay raise. As
my colleagues may recall, I have taken every opportunity to ex-
press my strong opposition to this unwarranted and backhanded
raise. We have had 4 months' increased pay.

For each Senator and Representative, the raise has accounted for
an increase of more than $1,000 in gross monthly pay and nearly
$500 in monthly take-home pay. Because I am committed to deficit
reduction, I have returned this amount to the U.S. Treasury each
month, totaling just under $2,000.

I was against this raise when it was approved. I remain opposed
to it. I will vote for every measure which crosses this floor to repeal
this raise, and will return every penny to the U.S. Treasury, where
it belongs.

If every Senator and every Representative did the same, we
would reduce the deficit by more than a quarter of a million dol-
lars every month. That's more than $3 million a year. This issue
will not go away. Let us deal with it fairly. Let us do the right
thing during this period of deficits.

The PRESIDING OFFICER. Who seeks recognition? Is there further
debate?

Mr. PACKWOOD. Mr. President, we are on the verge, I think, of
adopting a historic change in our budget procedure with the
Gramm-Rudman-Hollings fix that we have adopted. I am very, very
hesitant to do anything that might jeopardize an extraordinary
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step forward that this Senate has taken and I hope the House is
ging to be amenable to and after all the work that Senators

hiles, Domenici, and Gramm have gone to and the fact that all of
the other amendments that have been brought up, except for the
Bennett Johnston amendment to extend the debt ceiling, have been
tabled or points of order not waived. It is my intention on behalf of
Senators Byrd, Dole, Bentsen, Packwood, Stevens, Chiles, Domenici,
and Cranston to table this amendment.

I will so move in just a moment, but I want to emphasize again
how strongly I feel that we not jeopardize one of the extraordinary
fiscal restraint mechanisms that we may ever have the chance to
adopt.

I fear if this amendment is put on this bill and we go to the
House with this amendment, we are taking a very slight step in
exchange for risking the loss of the most significant budget re-
straint procedure we have put on the budget since the Budget Act
was passed, and for that reason-

Mr. BYRD. Not only that, we are running the risk of this expiring
Thursday.

Mr. PACKWOOD. Oh, yes. The majority leader very carefully re-
calls that we do run again out of money on Thursday and we are
no longer talking about the old days of the debt ceiling where we
could go on several more days. We cannot redeem any bonds, pay
Social Security checks, period. We just cannot pay them.

So we are not fooling ourselves here into thinking we can get
ourselves into September by not passing anything.

I see the Senator from Alaska is here. I just waited. I would be
prepared and a number of people to move to table, but I under-
stood the Senator from Alaska may also be wanting to make the
same motion.

Mr. HUMPHREY. Mr. President, will the Senator from Oregon
yield for 1 minute.

Mr. PACKWOOD. Yes; I do not want to shut the main sponsor of
the amendment off.

Mr. HUMPHREY. I simply want to make the point. The Senator
suggested that no amendments have been adopted controversial in
nature.

I remind the Senate that the amendment offered by the Senator
from New York that deals with the Social Security trust fund is a
very weighty matter indeed and of some controversy.

I thank the Senator.
Mr. PACKWOOD. Now, Mr. President, I do move on behalf of Sena-

tors Byrd, Dole, Bentsen, Packwood, Stevens, Chiles, Domenici, and
Cranston to table the amendment of the Senator from New Hamp-
shire.

Mr. HUMPHREY. 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

motion to lay on the table the amendment of the Senator from
New Hampshire. On this question, the yeas and nays have been or-
dered, and the clerk will call the roll.

The bill clerk called the roll.
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Mr. CRANSTON. I announce that the Senator from Washington
[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from Vermont [Mr. Leahy], the Senator from New York [Mr. Moy-
nihan], the Senator from Maryland [Mr. Sarbanes], and the Sena-
tor from Illinois [Mr. Simon] are necessarily absent.

I also announce that the Senator from New Mexico [Mr. Binga-
man] and the Senator from Alabama [Mr. Shelby] are absent be-
cause of illness in family.

Mr. DOLE. I announce that the Senator from Arizona [Mr.
McCain], the Senator from Wyoming [Mr. Simpson], and the Sena-
tor from Connecticut [Mr. Weicker] are necessarily absent.

I further announce that, if present and voting, the Senator from
Wyoming [Mr. Simpson] would vote "nay."

The PRESIDING OFFICER (Mr. Reid). Are there any other Senators
in the Chamber desiring to vote?

The result was announced-yeas 49, nays 40, as follows:

[Rollcall Vote No. 222 Leg.]

YEAS-49

Bentsen
Boschwitz
Breaux
BumpersDByrd

Chafee
Chiles
Cochran
Conrad
Cranston
D'Amato
Dixon
Dodd
Dole
Domenici
Durenberger
Evans

Armstrong
Baucus
Bond
Boren
Bradley

Burdick
Cohen
Danforth
Daschle
DeConcini
Exon
Ford
Gore
Gramm

Adams
Biden
Binga m anLeahy

Fowler
Garn
Glen --
Graham
Harkin
Hatfield
Inouye
Johnston
Kassebaum
Kennedy
Kerry
Levin
Lugar
Matsunaga
McClure
Mikulski
Murkowski

NAYS-40

Grassley
Hatch
Hecht
Heflin
Heinz
Helms
Hollings
Humphrey
Karnes
Kasten
Lautenberg
McConnell
Melcher
Metzenbaum

NOT VOTING-11

McCain
Moynihan
Sarbanes
Shelby

Nunn
Packwood
Pell
Pryor
Quayle
Reid
Rockefeller
Sanford
Stafford
Stennis
Stevens
Symms
Wallop
Warner
Wirth

Mitchell
Nickles
Pressler
Proxmire
Riegle
Roth
Rudman
Sasser
Specter
Thurmond
Trible
Wilson

Simon
Simpson
Weicker
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So the motion to lay on the table amendment No. 652 was agreed
to.

Mr. JOHNSTON. Mr. President, I move to reconsider the vote by
which the motion was agreed to.

Mr. BYRD. Mr. President, I move to lay the motion on the table.
The motion to lay on the table was agreed to.

Amendment No. 653
(Purpose: To prevent increases in the rates of pay of Members of Congress and cer-

tain other officers and employees of the Federal Government under the Federal
Salary Act of 1967 without the approval of Congress)

Mr. GRASSLEY. Mr. President, before I send my amendment to
the desk, I want to say to my colleagues that I am well aware of
the fact that anybody in this body who brings an amendment deal-
ing with pay raises, particularly if they bring it up at 8:30 on
Friday night, probably is as welcome in this body as some skunk is
at a Sunday school picnic on a hot, sunny day. I am well aware of
that.

My amendment is entirely different from the amendment on
which we just voted. My amendment deals with a more basic issue.
I am well aware that my constituents are more concerned that the
pay raise is received through the back door. That is unless Con-
gress takes negative action, the pay raise goes into effect.

So, Mr. President, in the spirit of changing this procedure, I send
this amendment to the desk. I do not expect to make long remarks
on it.

The PRESIDING OFFICER. The amendment will be stated.
The assistant legislative clerk read as follows:

The Senator from Iowa [Mr. Grassley], for himself and others, proposes an amend-
ment numbered 653.

Mr. GRASSLEY. Mr. President, I ask unanimous consent that read-
ing of the amendment be dispensed with.

The PRESIDING OFFICER. Without objection, it is so ordered.
The amendment is as follows:

At the end of the bill, add the following new section:
SEC. . Paragraph (1) of section 225(i) of the Federal Salary Act of 1967 (2 U.S.C.

359) is amended to read as follows:
"(1) Each recommendation of the President which-
"(A) is transmitted to the Congress pursuant to subsection (h) of this section; and
"(B) is approved by a joint resolution agreed to by the Congress,

shall be effective as provided in paragraph (2) of this subsection.".

Mr. GRASSLEY. Mr. President, this amendment is cosponsored by
Senators Humphrey, Burdick, DeConcini, Proxmire, McCain,
Helms, Karnes, Thurmond, Nickles, Exon, Domenici, Roth, Hecht,
Bond, Reid, and Wilson.

Our amendment concerns an issue which the Senate has ad-
dressed before, but which requires our consideration again. My
amendment would require Congress to cast an affirmative vote
before we could receive a pay raise.

This amendment would invalidate the backdoor method by which
Congress received its pay raise this past April. Congress was able
to receive this pay raise despite the Senate's objection by a vote of
88-6 and despite the House's objection on a voice vote. Congress,



271

and other Federal officials, received the pay raise because the
House of Representatives voted 1 day late.

Under the existing method, Congress defers to the Quad Commis-
sion, which we created in the Postal Revenue and Salary Acts of
1967. The Quad Commission, as we all know, meets every 4 years
to study and recommend an appropriate salary increase for top of-
ficials in all three branches of Federal Government.

Mr. President, up until 1977, a one House veto of the recommen-
dation would prevent the pay raise from going into effect. Now
however, Congress need do nothing but sit for 30 days after the
President transmits the recommendation to Congress, in order to
receive the salary increase. If Congress wants to create an appear-
ance of accountability, it need only act too late, after the 30-day
limit has expired.

That process is wrong, and it raises the hackles of our constitu-
ents. I have received over 3,500 letters from Iowans who oppose the
pay raise and the procedure by which we got it. That slight-of hand
process lacks accountability and it lacks character.

As you are all aware, a case is being heard in the courts to deter-
mine whether our action-or lack of action-is constitutional. My
colleague, the Senator from New Hampshire, Mr. Humphrey, and
five of our colleagues in the House of Representatives, have filed
this petition. They have pledged to continue the fight to rescind
this ill-gotten raise.

I'll let Senator Humphrey address the court case, if he chooses.
The case, which I support,- specifically addresses the pay raise we
have just recently received. However, the amendment I offer today
addresses only future raises and makes sure that future pay in-
creases will not occur again through the back door.

If we believe we deserve a pay raise, we should be willing to go
on record to approve it during that 30-day period. We should be
willing to say to our constituents, "Yes, we deserve this raise." In-
stead of being open and forthright, our past actions tell voters that
we want our raises dropped in our laps, rather than taking respon-
sibility for them.

I would like to be able to look the people of Iowa in the eye and
say, "A mistake was made when the House did not vote in a timely
manner to stop the raise." I want to be able to tell them that we've
taken care of it, and it will not happen again."

I, and my colleagues who join me as cosponsors, introduce this
amendment because we believe it serves the best interest of the
people, and ultimately of Members of Congress themselves. We
must be responsive to the people we serve. They regard the present
procedure as a gutless one.

Every appropriation bill to pass Congress is put to a vote. Not
one dime is spent without the approval of Congress. When it comes
to our own pay, why the exception-why no vote? That's what the
public does not understand.

So, Mr. President, I urge my colleagues to support this amend-
ment. It is very reasonable. On January 29 the Senate passed, on a
vote of 88-6, a resolution sponsored by Senator Thurmond to disap-
prove the recommended pay raise. In February the House voted, al-
though on a voice vote, to also disapprove the pay raise. Yet, be-
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cause of a technicality in the law, the pay raise was awarded to us
in April.

Our amendment will change this law so that Federal officials, in-
cluding Members of Congress, cannot receive salary increases
unless the Senate and the House vote to approve the salary in-
crease. Future pay increases could not go into effect through a
back door. Pay raises will have to go through the front door of Con-
gress, the same as every other budget increase, in full view of the
entire Nation.

Mr. President, action, or inaction as the case may be, speaks
louder than words. I urge my Senate colleagues to change their
posture of inaction into one of action. I urge your support of this
amendment.

Mr. President, the amendment is this simple: That in 1990 or
into the future, the report of the Quadrennial Commission must be
voted upon by this body before it can go into effect.

Mr. STEVENS. Mr. President, if the Senator will yield, does he
mean by this body or by each body?

Mr. GRASSLEY. By each body.
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. PACKWOOD. Can we not just accept it?
Mr. GRASSLEY. I say to the manager of the bill that I had thought

we could. On the advice of some of my friends, however, I am
taking their advice now in asking for a vote.

The PRESIDING OFFICER. There is a sufficient second.
Mr. HUMPHREY. Mr. President, I support the amendment offered

by Senator Grassley to restore accountability to the pay raise proc-
ess. The current process is a direct circumvention of the intent of
the founders to hold Members accountable to the voters for pay
raises. Indeed, I believe it is unconstitutional-1987 was the first
year, and hopefully the last, in which the new procedure for deter-
mining congressional pay raises was utilized.

This procedure was included-without consideration or debate-
in the huge continuing resolution enacted for fiscal year 1986. The
procedure, I believe, is unconstitutional. Article I, section 6 of the
Constituiton requires "the Senators and Representatives shall re-
ceive a compensation for their services, to be ascertained by
law. * * * '"THis-means a law passed by both Houses of Congress,
affirmatively "ascertaining" the salaries to be paid.

The current process allows a pay raise to go into effect while the
Congress sits on its hands. This circumvention of the letter and
intent of the Constitution is being challenged in the courts.

Mr. President, it is too late to reform the process in regard to the
pay increases recommended by the President in this year's budget.
We must deal with those recommendations separately. However,
the time has come to restore accountability to the way we do
things around here. Aside from the constitutional issues involved,
this amendment should be approved simply because it provides for
the only responsible manner in which to raise our salaries.

While it may be politically convenient for Congress to pass the
buck to the President on this sensitive issue, it is a violation of the
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most basic principles of accountability in Government. It takes
sitive action on the part of the Congress to increase every other
deral expenditure, with a few exceptions, such as entitlement

programs. Why should-our own salaries be any different? Do Sena-
tors believe their salaries are a new entitlement program?

The amendment offered by Senator Grassley will restore ac-
couhtability and place the burden where it squarely belongs. The
issue is whether the Congress will fulfill its constitutional duty to
set the salary of its Members. Just as importantly, will we restore
the accountability to the process that our constituents, correctly,
demand? I believe that we must. I hope that my colleagues will
support this effort.

Mr. DECONCINI. Mr. President, I am proud to be a cosponsor of
the Amendment brought before this body by my colleague, Set-ator-
Grassley. The amendment upon which we are about to vote is prob-
ably one of the more clear-cut, commonsense votes we will take
during this historic 100th Congress. I feel that it is high time that
Congress take the ambiguity out of the procedure which is followed
in awarding itself an increase in pay. The amendment of the Sena-
tor from Iowa would accomplish this goal.

Earlier this year, a headline on the front page of the Washington
Post read "Pay Issue Straddled by House; Deft Moves Keep Raise
Alive Despite Senate Bid to Kill It." The current procedure for
voting or not voting pay raises is confusing to the point of farce.
Members of Congress-those who are masters of parliamentary
procedure and floor maneuvering--can be recorded as voting
against a pay raise and yet still receive the raise. We unfortunately
saw this demonstrated this year when the Senate voted overwhelm-
ingly against the Reagan administration's proposed pay raise only
to see it become effective because of a lack of timely action by our
colleagues in the other body.

We need to ensure that these clever, sleight-of-hand movements
do not occur in the future. We need to bring our actions into the
open glare of public scrutiny. We must demonstrate to the Ameri-
can people that we are willing to be held accountable for our
doings. We must be held accountable for our actions.

The amendment upon which we will vote would require Congress
to make an up or down vote on the issue of future pay raises. In-
stead of having the recommendation of the President s Commission
on Executive, Legislative, and Judicial Salaries become effective
only if both Houses of Congress vote to disapprove the proposed
pay raise, this amendment would require both the House of Repre-
sentatives and the Senate to vote in favor of the salary increase
before it could go into effect; thus removing the ability of Congress
to obtain an increase in pay through the backdoor. It is good gov-
ernment and responsible legislation. I strongly urge my colleagues
to vote to bring light into the congressional pay raise process and
overwhelmingly pass this amendment.

Mr. BYRD. Mr. President, I believe that after this amendment
there are no more amendments. I ask the managers if that is cor-
rect.

Mr. DOMENICI. We know of no other amendments on our side.
Mr. BYRD. Mr. President, does any Senator want a rollcall vote

on final passage?
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Mr. STEVENS. Mr. President, I want, the Record to show that I
will vote "no." This body has never failed to vote for a pay raise,
since I have been in this Senate, when it has become effective. This
amendment amounts to changing the procedure in the House, in
which in some instances a pay raise vote is not required. So I will
vote "no." I do not believe we ought to tell the House how to run
its business.

The PRESIDING OFFICER. The majority leader has the floor.
Mr. BYRD. Mr. President, there will be a rollcall vote on final

passage.
I ask for the yeas and nays on final passage.
The PRESIDING OFFICER. Is there a sufficient second?
There is a sufficient second.
The yeas and nays were ordered.
The PRESIDING OFFICER. Is there further debate on the amend-

ment of the Senator from Iowa?
Mr. BYRD. Mr. President, I ask unanimous consent that there be

10 minutes on this rollcall vote.
The PRESIDING OFFICER. Without objection, it is so ordered.
The question is on agreeing to the amendment. 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. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from New Jersey [Mr. Bradley], the Senator from Vermont [Mr.
Leahy], the Senator from New York [Mr. Moynihan], and the Sena-
tor from Illinois [Mr. Simon] are necessarily absent.

I also announce that the Senator from New Mexico [Mr. Binga-
man] and the Senator from Alabama [Mr. Shelby] are absent be-
cause of illness in family.

I further announce that, if present and voting, the Senator from
New Jersey [Mr. Bradley], would vote "yea."

Mr. DOLE. I announce that the Senator from Arizona [Mr.
MCCAIN], the Senator from Wyoming [Mr. Simpson], the Senator
from Connecticut [Mr. Weicker], and the Senator from Pennsylva-
nia [Mr. Heinz] are necessarily absent.

I further announce that, if present and voting, the Senator from
Wyoming [Mr. Simpson] would vote "yea."

The PRESIDING OFFICER. Are there any other Senators in the
Chamber desiring to vote?

The result was announced-yeas 84, nays 4, as follows:

[Rollcall Vote No. 223 Leg.]

YEAS-84

Armstrong Chafee Dodd
Baucus Chiles Dole
Bentsen Cochran Domenici
Bond Cohen Durenberger
Boren Conrad Evans
Boschwitz D'Amato Exon
Breaux Danforth Ford
Bumpers Daschle Fowler
Burdick DeConcini Garn
Byrd Dixon Gore
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Graham Levin Reid
Gramm Lugar Riegle
Grassley Matsunaga Rockefeller
Harkin McClure Roth
Hatch McConnell Rudman
Hatfield Melcher Sanford
Hecht Metzenbaum Sarbanes
Heflin Mikulski Sasser
Helms Mitchell Specter
Humphrey Murkowski Stafford
Inouye Nickles Stennis
Johnston Nunn Symms
Karnes Packwood Thurmond
Kassebaum Pell Trible
Kasten Pressler Wallop
Kennedy Proxmire Warner
Kerry Pryor Wilson
Lautenberg Quayle Wirth

NAYS-4

Cranston Hollings
Glenn Stevens

NOT VOTING-12

Adams Heinz Shelby
Biden Leahy Simon
Bingaman McCain Simpson
Bradley Moynihan Weicker

So the amendment (No. 653) was agreed to.
Mr. BYRD. Mr. President, a bit of good news for Senators. I want

to thank them. It has been a long day and a hard day and I think
they have been patient. I thank them for that.

But I should announce that the Senate will not be in tomorrow.
Mr. President, on Monday, I hope that we can take up the cata-

strophic illness.

Order for Recess Until Monday, August 3, 1987
Mr. BYRD. Mr. President, I ask unanimous consent that when the

Senate completes its business today, it stand in recess until the
hour of 12 noon on Monday.

The PRESIDING OFFICER. Without objection, that is the order.
Mr. BYRD. There will be no more rollcall votes tonight, provided

the measure passes. [Laughter.]
Mr. CHILES. Mr. President, we reached a bipartisan compromise

because people of good will found the road to accommodation. But
while working out agreement on broad policy issues was demand-
ing for the Senators involved, converting the agreement into legis-
lative language was incomparably arduous work.

We owe special thanks to the attorneys in the Office of Senate
Legislative Counsel. In particular, let me single out Susan V.
McNally for her tenacity, dedication, and scholarship. She was
often here so late at night and back so early in the morning, it was
hard to tell where one stopped and the other began.

A graduate of Barnard College and the Columbia University
School of Law, she's a genuine professional who blends good humor
and technical excellence. I appreciate all she had done, and she has
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done a great deal throughout the evolution of the amendment to
Gramm-Rudman-Hollings.

My thanks also go to William F. Jensen of the counsel's office
who came to this issue in its latter stages, but brought so much of
value to the job. Let me also acknowledge the early work of Rich-
ard A. Luaderbaugh, formerly with the counsel's office, for his
early contributions to this amendment.

Conrad Amendment No. 651

Mr. LEViN. Mr. President, I voted in support of the Conrad
amendment because it is clear that the budget resolution for fiscal
year 1988 that the Congress recently approved is inadequate to
meet the task of deficit reduction that is before us. When we
passed that budget resolution we assumed that it would result in a
deficit of $134 billion. However, according to the latest projection
by the Congressional Budget Office, that resolution would now
produce a deficit of at least $150 billion. We need to do more than
we had planned on if we are to meet our original commitment for
deficit reduction. I have long believed that across-the-board cuts
are a matter of last resort. I am afraid we are approaching the last
resort if we are to meet our commitment.

Mr. DOLE. Mr. President, I want to again congratulate Senators
Domenici, Gramm, and Chiles on their successful effort to remedy
the constitutional problem with the so-called Gramm-Rudman-Hol-
lings law.

Their tireless effort and persistence achieved what few believed
possible, and a compromise that addressed the very legitimate con-
cerns of both sides of the aisle and the administration.

The conference with the House will not be easy, especially since
we face on important deadline with respect to the debt limit. But
serious efforts to address the deficit cannot continue to be side
tracked by debates over process.

There were problems with the original statute--our attempt to
put into place a real trigger fell short. Today, however, we achieved
a reasonable and responsi.. e solution.

My congratulations are also extended to Senators Packwood and
Bentsen. Debt limit legislation is never easy or pleasant but it is
necessary so we can meet our fiscal obligations and avoid the very
damaging effect of a default.

Mr. WARNER. Today the Senate is completing a bill working
toward breaking a deadlock in the Federal budget process. Just
before voting on final passage, an amendment was offered to repeal
pay raises-awarded last January-to senior civil servants and
Members of Congress.

The Senate leadership, both Democrat and Republican, advised
Senators that adoption of this amendment would likely kill the
budget bill containing provisions leading toward a balanced budget.
I voted with the leadership, for a breakdown in this budget proce-
dure could have resulted in delayed Social Security checks and
military retirement checks.

A subsequent amendment would require the Congress, when
future pay raises are considered, to vote for or against such a raise
prior to a raise becoming effective. There is a straight forward and
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open approach to any future raises. Again, I voted with the leader-
ship to support this measure becoming law. In this way public opin-
ion can be clearly expressed prior to congressional action.

The PRESIDING OFFICER. Are there further amendments? If not,
the question is on the engrossment of the amendments and third
reading of the joint resolution.

The amendments were ordered to be engrossed, and the joint res-
olution to be read a third time.

The joint resolution was read a third time.
The PRESIDING OFFICER. The joint resolution having been read

the third time, the question is, Shall it pass? The yeas and nays
have been ordered, and the clerk will call the roll.

The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Washington

[Mr. Adams], the Senator from Delaware [Mr. Biden], the Senator
from New Jersey [Mr. Bradley], the Senator from Vermont [Mr.
Leahy], the Senator from New York [Mr. Moynihan], and the Sena-
tor from Illinois [Mr. Simon] are necessarily absent.

I also announce that the Senator from New Mexico [Mr. Binga-
man] and the Senator from Alabama [Mr. Shelby] are absent be-
cause of illness in family.

I further announce that, if present and voting, the Senator from
Alabama [Mr. Shelby] would vote "nay."

Mr. DOLE. I announce that the Senator from New York [Mr.
D'Amato], the Senator from Washington [Mr. Evans], the Senator
from Pennsylvania [Mr. Heinz], the Senator from Arizona [Mr.
McCain], the Senator from South Dakota [Mr. Pressler], the Sena-
tor from Wyoming [Mr. Simpson], and the Senator from Connecti-
cut [Mr. Weicker] are necessarily absent.

On this vote, the Senator from Pennsylvania [Mr. Heinz] is
paired with the Senator from Arizona [Mr. McCain].

If present and voting, the Senator from Pennsylvania would vote
"yea" and the Senator from Arizona would vote "nay."

The PRESIDING OFFICER (Mr. Burdick). Are there any other Sena-
tors in the Chamber desiring to vote?

The result was announced-yeas 54, nays 31, as follows:

[Rollcall Vote No. 224 Leg.]

YEAS-54

Baucus Ford Nunn
Bentsen Fowler Packwood
Bond Garn Pell
Boren Graham Pryor
Boschwitz Gramm Quayle
Breaux Hatch - Reid
Byrd Hecht Rudman
Chafee Helms Sanford
Chiles Hollings Specter
Cochran Inouye Stafford
Cohen Karnes Stennis
Danforth Kassebaum Stevens
Daschle Kennedy Symms
Dixon Levin Thurmond
Dodd Lugar Wallop
Dole Matsunaga Warner
Domenici McClure Wilson
Durenberger Mitchell Wirth
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NAYS-31

Armstrong Hatfield Murkowski
Bumpers Heflin Nickles
Burdick Humphrey Proxmire
Conrad Johnston Riegle
Cranston Kasten Rockefeller
DeConcini Kerry Roth
Exon Lautenberg Sarbanes
Olenn McConnell Sasser
Gore Melcher Trible
Grassley Metzenbaum
Harkin Mikuiski

NOT VOTING-15

Adams Evans Pressler
Biden Heinz Shelby
Bingaman Leahy Simon
Bradley McCain Simpson
D'Amato Moynihan Weicker

So the joint resolution (H.J. Res. 324), as amended, was passed.
Mr. CHILES. Mr. President, I move to reconsider the vote by

which the joint resolution passed.
Mr. DOLE. I move to lay that motion on the table.
The motion to lay on the table was agreed to.

[CONFEREES APPOINTED]

Mr. CHILES. Mr. President, I ask unanimous consent that the
Senate insist on its amendments and request a conference with the
House on the disagreeing votes of the two Houses and the Chair be
authorized to appoint the conferees on the part of the Senate.

There being no objection, the Presiding Officer appointed Mr.
Bentsen, Mr. Moynihan, Mr. Matsunaga, Mr. Chiles, Mr. Hollings,
Mr. Levin, Mr. Packwood, Mr. Dole, Mr. Armstrong, Mr. Domenici,
and Mr. Gramm conferees on the part of the Senate.

ORDER TO PRINT DEBT LIMIT EXTENSION MEASURE
Mr. BYRD. Mr. President, I ask unanimous consent that the debt

limit resolution (H.J. Res. 324) be printed as passed.
.The-PRESIDING OFFICER. Without objection, it is so ordered.

Johnston (and Others) Amendment No. 649

[ADDITIONAL CO-SPONSOR]

Mr. Johnston (for himself, Mr. Conrad, Mr. Wirth, Mr. Exon, and
Mr. Kerry) proposed an amendment, which was subsequently modi-
fied, to amendment No. 645 proposed by Mr. Gramm (and others)
to the joint resolution (H.R. Res. 324), supra; as follows:

[See Amendment No. 649, p. 192.]

Conrad (and Boschwitz) Amendment No. 651

[ADDITIONAL CO-SPONSOR]

Mr. Conrad (for himself and Mr. Boschwitz) proposed an amend-
ment to the joint resolution (H.J. Res. 324), supra, as follows:

[See Amendment No. 651, p. 260.]



[From the Congressional Record-House, Aug. 4, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(pp. H7020-H7027)

APPOINTMENT OF CONFEREES ON HOUSE JOINT RESOLU-
TION 324, STATUTORY PUBLIC DEBT LIMIT INCREASE

Mr. ROSTENKOWSKI. Mr. Speaker, pursuant to clause 1 of House
rule XX and by direction of the Committee on Ways and Means, I
move to take from the Speaker's table the joint resolution (H.J.
Res. 324) increasing the statutory limit on the public debt, with
Senate amendments thereto, disagree to the Senate amendments,
and agree to the conference asked by the Senate.

Motion Offered by Mr. Rostenkowski

The SPEAKER. The Clerk will report the motion.
The Clerk read as follows:
Mr. Rostenkowski moves to take from the Speaker's table House Joint Resolution

324, with Senate amendment thereto, disagree to the Senate amendments, and
agree to the conference asked by the Senate.

The SPEAKER. The gentleman from Illinois [Mr. Rostenkowski] is
recognized for 1 hour.

Mr. ROSTENKOWSKI. 'Mr. Speaker, this motion simply allows the
House to go to conference with the Senate on the long-term debt
limit extension and their Gramm-Rudman revisions. The House
bill was a clean debt limit extension. The Senate amendment rein-
states the automatic trigger under Gramm-Rudman and contains
other budget process reforms. I know that Members have strong
feelings about this subject. Reaching agreement will not be easy. I
am convinced, however, that going directly to conference will expe-
dite a resolution of this issue by the end of this week.

In order to avoid yet another short-term debt extension, we need
to complete this conference before August 7. To do this, we need to
get started today.

I want to stress that this is purely a procedural motion. Adoption
of the motion in no way reflects support or opposition to the Senate
amendments. It merely gets us to conference as quickly as possible
so that we can begin work on a final Gramm-Rudman plan.

Mr. Speaker, I have no further requests for time.
Mr. FRENZEL. Mr. Speaker, will the gentleman yield?

(279)
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Mr. ROSTENKOWSKI. Mr. Speaker, for purposes of debate only I
yield to the gentleman from Minnesota [Mr. Frenzel].

Mr. FRENZEL. I thank the gentleman for yielding.
Mr. Speaker, can the distinguished chairman give us an idea of

how this matter is going to proceed? We will go to conference; I
suspect no one anticipates we are going to .arrive at an immediate
compromise and bring it back to the floor. Are we to anticipate,
may I ask the chairman, another short-term extension to get us
through the recess? Is the gentleman able to enlighten us at all on
what the plans are, the contingency plans with respect to this con-
ference and bills that might flow necessarily before the conference
is completed?

Mr. ROSTENKOWSKI. I would suggest to the gentleman that he
recognizes the procedure. Mr. Speaker, it is the Senate's turn to be
chairman of the conference. I am sure Mr. Bentsen, the Senator
from Texas, has a procedure that he is going to follow. It is this
individual's intention to try to conclude as quickly as possible the
conference so that the long-term extension will be agreed to as op-
posed to going to a short-term extension.

That, of course, depends on how quickly we can get to the confer-
ence.

I understand that it is the intention of the Senate Members to
meet as quickly as we have adopted the rule and go to conference
and as soon as conferees are appointed.

I should imagine that the gentleman has been notified that we
had intended to be in conference by 2 o'clock. I should imagine it
will be immediately after we conclude deliberations on this matter.

Mr. FRENZEL. If the gentleman will yield further, if we are not
able to reach a conclusion on the long-term debt extension and the
Gramm-Rudman fix, it is possible that we will have a short-term
extension to take us through the recess.

Mr. ROSTENKOWSKI. Well, what the gentleman observes is possi-
ble, but I hasten to add most unfortunate.

Mr. FRENZEL. I thank the gentleman for his information.
Mr. ROSTENKOWSKI. Mr. Speaker, I have no further requests for

time, and I yield back the balance of my time.
The SPEAKER. Without objection, the previous question is ordered

on the motion.
There was no objection.
The SPEAKER. The question is on the motion offered by the gen-

tleman from Illinois.
The motion was agreed to.

Motion To Instruct Conferees

Mr. MICHEL. Mr. Speaker, I offer a privileged motion.
The Clerk read as follows:
Mr. Michel moves that the managers on the part of the House at the conference

on the disagreeing votes between the two Houses on H.J. Res. 324 are instructed to
agree to language that would restore an automatic (as opposed to discretionary) pro-
cedure for sequestration as part of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985 (Public Law 99-177) in a manner that is constitutional and that
allows flexibility in military personnel accounts for the purpose of protecting U.S.
combat readiness. Any such automatic procedure should be designed to achieve sig-
nificant deficit reduction over several years leading to a balanced budget. These pro-
cedures should recognize the need for shared responsibility and authority between
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the executive and legislative branches in the creation and implementation of fiscal
policy.

The SPEAKER. The gentleman from Illinois [Mr. Michel] is recog-
nized for 1 hour.

Mr. MICHEL. Mr. Speaker, I yield myself such time as I may con-
sume.

(Mr. Michel asked and was given permission to revise and extend
his remarks.)

Mr. MICHEL. Mr. Speaker, the issue before us is not the budget,
not the deficit, and it is not the fact of sequestration. It is, instead,
something much more fundamental, and that issue before us is the
responsibility of the House of Representatives to simply act.

The majority refuses to act. It apparently prefers to hide out
there in the shadows, preferring to leave to the conference or to
some configuration of the stars or fate the question of sequestra-
tion.

Mr. Speaker, I suspect the policy of the majority here is to force
the President to chose between vetoing and accepting what we send
him. But it seems to me what we have here is a situation where
the majority itself refuses to choose. It refuses to come out front
and say that they want to make the procedure discretionary.

No; the majority wants to play the sly old political game of plac-
ing the blame without having the courage, frankly, to openly
demand that they want to go the "discretionary" route here.

That is what my motion is all about, the duty of the Congress to
act, to come forth openly and stop this silly game that is being
played here.

I say that the conferees should be instructed to agree to langauge
that would restore an automatic rather than a discretionary proce-
dure for sequestration. That is what Gramm-Rudman was all
about.

Now, Members might disagreee with that view. There are dis-
agreeing views on both sides of the aisle, and if those who disagree
want to come forward with another view, then so be it. But let us
stop this playing games here. Let us stop the charade and start
acting responsibly and tell the conferees frankly what is on our
minds here, because we really have not had an opportunity to ex-
press ourselves, as I recall, yet this year in definitive terms.

The majority believes it is perfectly positioned. They are hoping
the conferees will do their dirty work for them. They are hoping
the President will be forced to choose instead of being presented
with what we originally thought best: automatic sequestration.

The time has come to move. The time has come to act. It seems
to me that the American people are sick of the kind of back-room,
closed-door, fault-free policy that we see prevailing around here
these days.

I say that we are elected to make these kinds of decisions, diffi-
cult as they may be from time to time, and not suppose that others
are going to make those decisions for us or that the legislative
branch itself is incapable of doing that because it has to turn to the
executive branch to make that decision for us.

I say, let us conjure up the courage to act to instruct the confer-
ees, to tell them what we believe is the right thing to do and re-



282

frain from this drift, drift, and drift, hoping that we may somehow
arrive where we want to be but by accident.

This language also implores our conferees to develop an ap-
proach, since the House cannot seem to develop that kind of ap-
proach, which restores balance in both the responsibility and au-
thority exercised by the executive and legislative branches of gov-
ernment in the conduct of fiscal policy.

We have been fighting the executive-legislative political battle of
the budget now for as long as this act has been on the books, for
nearly 14 years, and, frankly, I do not know that it has had very
many good results. It is time, in my judgment, to call a truce.

This idea of stick-it-to-the-President mentality around here ought
to end if we are going to be partners in the creation and implemen-
tation of fiscal policy. It seems to me that we ought to La willing
and able to work together on both sides of the aisle, and, yes, on
both sides of the Capitol.

So, Mr. Speaker, I would certainly ask that my motion to in-
struct be adopted, and I would be happy to yield to any Members
who might want to be heard on the subject.

Mr. COLEMAN of Texas. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. I am happy to yield to my friend, the gentleman

from Texas.
(Mr. Coleman of Texas asked and was given permission to revise

and extend his remarks.)
Mr. COLEMAN of Texas. Mr. Speaker, if I might just make this

statement in response to the minority leader, I think that the per-
ception that we get is that if we do not agree with this, we are
somehow shirking our duty, and it is my intention to place into the
Record opposite views wherein I feel the suggestion made by the
gentleman indeed backs away from the original intent of Gramm-
Rudman as adopted by this body.

Mr. Speaker, I thank the gentleman for yielding.
"M Mr. COLEMAN of Texas. Mr. Speaker, when we voted for the
Gramm-Rudman deficit reduction process in December 1985, we
made a promise to the American people that we as a representa-
tive body were serious about reducing the Federal deficit, and fur-
thermore, that we were actually going to do something about it.

The heart of Gramm-Rudman, of course, is the threat of auto-
matic, across-the-board cuts even if the Congress and the adminis-
tration cannot agree on how to reduce the budget deficit in any
given year. The philosophy behind Gramm-Rudman is the recogni-
tion that across-the-board cuts, no matter how bad they might be,
are nevertheless preferable to budgetary gridlock and a continual
pileup of deficit and debt.

Today, the House will probably vote to approve the Michel in-
cstructions to the conference committee on the debt limit. I believe
it would be a serious mistake, even though these instructions are
nonbinding.

The Michel amendment represents a step backward from the
tough requirements of Gramm-Rudman. Any precedent that would
take us one step closer to backing away from our promise to the
American people that was contained in Gramm-Rudman should not
be approved, even if it is in a nonbinding form.
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These instructions would not allow sufficient flexibility on the
part of the Congress in our attempts to achieve real deficit reduc-
tion.

It would require automatic sequestration by the Office of Man-
agement and Budget, with no congressional oversight or participa-
tion. Not only do I believe that this violates the separation of
powers, and is therefore unconstitutional, but after reading David
tockman's memoirs about how he and the OMB staff routinely

"cooked" the numbers to make them fit the administration's politi-
cal needs, i think that putting OMB-and only OMB-in charge of
calculating the deficit and issuing the sequestration orders is a
very bad idea.

Indeed, the Michel instruction puts complete blind faith in the
ability of the Office of Management- and Budget to properly handle
the sequestration orders. It does so to the extent that it does not
even permit the PresiW'nt the option of signing or not signing the
sequestration order. T.... automatic process would be put on auto-
matic pilot, with even the pilot, that is, the President, cut out of
the loop, and that is no way to run the Government of the United
States of America.

The process is so automatic, in fact, that the Michel instruction
would not even allow previous estimates to be considered when is-
suing a sequestration order. If estimates early in the year become
clearly inaccurate due to extreme economic circumstances, the
Michel amendment would not allow this miscalculation to be taken
into account. This complete absence of flexibility could have, in my
view, serious and incalculable consequences for our national securi-
ty as well as our economic future.

Mr. Speaker, the Michel instruction is not what we voted for
when we voted for Gramm-Rudman.*

Mr. MICHEL. Mr. Speaker, I yield 2 minutes to th& gentleman
from Washington [Mr. Chandler].

(Mr. Chandler asked and was given, permission to revise and
extend his remarks.)

Mr. CHANDLER. Mr. Speaker, frankly, on this issue I am having
difficulty sorting out the good guys from the bad guys. I suggest
that perhaps the bad guys are everywhere and the problem is us.
The problem is the White House, the problem is the minority, the
problem is the majority.

We are up against a difficult situation here, and coming to grips
with this huge deficit is an extremely difficult problem. But let me
say this: This is not an issue without bipartisan support. The gen-
tleman from Florida [Mr. MacKay] and I especially have worked to-
gether. I think this is largely a group of middle-benchers-back
benchers who unified behind trying to get a bipartisan effort at re-
ducing and ultimately eliminating this deficit that we face.

We asked the minority leader if he would sponsor this motion
today. He agreed to do so, and I thank him for that. But there are
perhaps a third of the Members of the majority who want to see
this occur, who want to eliminate deficits, who are holding back
their rhetoric trying to bring about a bipartisan compromise.

I think it is significant that what this motion suggests is that the
shared responsibility and authority is between the executive and
the legislative branches, and if this minority and this majority j



"284

not get together and put every issue on the table, including the T-
words, the SS-words, and all the rest of it, we are never going to
succeed.

So let us adopt this motion, instruct our conferees to go to confer-
ence, and get a fix on Gramm-Rudman before we go home, and
then go to work on whatever package it takes to head us in the
direction that we need to go. And let us make sure that we do it on
a bipartisan basis so when we walk out of here, we can do as we
did on Social Security, without putting the blame on one another.

Mr. MICHEL. Mr. Speaker, I yield myself such time as I may con-
sume.

Mr. Speaker, if I might make a comment or two with respect to
the gentleman who was just in the well, I commend him for the
efforts that he and that bipartisan group of middle-benchers, front-
benchers, or back-benchers, whatever he prefers to call them, have
made. I commend the efforts that were made by the more junior
Members, to use an apt classification, have made to try to come up
with some compromise.

This older Member of this body remembers a time when, there
was a high degree of bipartisanship on any number of ,ssues
around here. I think the delight this Member, has had and the
more delightful days in his legislative career' were when there has
been that kind of accommodation, where we can see progress and
see something move without, frankly, having it develop into a bit-
terly confrontational kind of thing on a day-to-day basis.

So having said that, Mr. Speaker, at this juncture let me yield
such time as he may consume to my friend, the gentleman from
Illinois [Mr. Rostenkowski].

Mr. ROSTENKOWSKI. Mr. Speaker, I rise in support of the motion
to instruct conferees.

This is a rare occasion for me. Almost without exception, I have
opposed motions to instruct conferees. I strongly believe in the leg-
islative principle that conferees should be given maximum flexibil-
ity. They must be free to develop compromises in conference with-
out the constraint of negotiating instructions from the House. Al-
though a motion to instruct is not binding, it can interfere with the
ability of the conferees to effectively explore all possible compro-
mises.

However, I also strongly support the substantive goal of this
motion to instruct. I, too, want the conference to report a tough
Gramm-Rudman trigger; one that will force the President and the
Congress to enact real deficit reduction. In the outlook section of
Sunday's Washington Post, I made the case for reinstating the
automatic trigger under Gramm-Rudman. On the substantive ques-
tion of a hard trigger, I am in full agreement with the supporters
of this motion.

The need for a hard trigger, one that will force us to reduce the
deficit, has overcome my procedural opposition to motions to in-
struct. In this circumstance, I believe the motion is appropriate
and I support it.

Mr. MICHEL. Mr. Speaker, I yield myself such time as I may con-
sume.

Mr. Speaker, I thank the gentleman from Illinois [Mr. Rosten-
kowski] very much for his support. I think it is significant that the
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chairman of the Committee on Ways and Means, the tax-writing
body of this House of Representatives, would take particular note
of what we do on the expenditure side, where, quite frankly, if we
are ever going to balance our books around here and we do not do
the ultimate on the expenditure side, then we have to think frank-
ly in terms of how much revenue has to be raised. It is not a popu-
lar thing around here for members of the Committee on Ways and
Means to take that heat off the backs of everybody else and try to
conjure up the means by which we raise the revenue.

So I think it is fully understandable that the gentleman from Il-
linois should take that position that if there is an opportunity here
to do a better job on the expenditure side, we had best take a look
very seriously at that before we think in terms of raising revenue.

Mr. Speaker, I yield 2 minutes to the gentleman from New
Hampshire [Mr. Gregg].

Mr. GREGG. Mr. Speaker, I thank the leader for yielding this
time to me, and I rise in support of the minority leader's motion
and certainly in support of the position of the chairman of the
Committee on Ways and Means.

It seems to me that this can be a bipartisan effort to try to right
the fiscal ship of the Congress and the country by readdressing the
issue of Gramm-Rudman and correcting the problem of the trigger
mechanism.

This is an opportunity for us in the House to speak out as to our
belief that the correct way to correct that trigger mechanism is
through the automatic trigger.

It is not binding on the conference, and if the conference comes
up with a better idea, so be it. But it does seem to me that this
gives all of us here in the House an opportunity to come forward
and say that we once again are committed to the Gramm-Rudman
process and to the belief that by making it a situation which is
automatic, it will be a better document.

Therefore, Mr. Speaker, I strongly support the minority leader's
motion and the effort of the chairman of the Ways and Means
Committee in this area.

Mr. MICHEL. Mr. Speaker, I yield such time as he may consume
to the gentleman from Minnesota [Mr. Frenzel].

(Mr. Frenzel asked and was given permission to revise and
extend. his remarks.)

Mr. FRENZEL. Mr. Speaker, I think this is a motion that ought to
be able to get the House together. We have all agreed that the con-
ferees are not going to be bound to the letter of this motion, but it
does set at least for the moment a possible House policy to reinvig-
orate the Gramm-Rudman legislation so that it will pose the kind
of threat that will force us to do that which we always knew we
were supposed to do.

In addition, the Michel motion would provide for an automatic
trigger which I think most Members of the House, and most Mem-
bers of the Congress, would subscribe to.

It puts some flexibility in the defense side and tries to make the
Executive and the Congress some sort of partners in the movement
to reduce our deficit.

51-721 0 - 93 - 10



286

When the President brought his budget up here, the House de-
clared it dead on arrival, said it did not want to hear from him
again until it wants him to pass a tax bill.

That is not a real kind of partnership; and I hope that, under the
guidance of the Michel amendment, and with some hard work on
the part of the conferees, we will be able to repair Gramm-Rudman
in a way that will make us all proud. I hope it will be adopted.

Mr. COLEMAN of Texas. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. Mr. Speaker, I yield to the gentleman from Texas.
Mr. COLEMAN of Texas. Mr. Speaker, I thank the gentleman for

yielding to me.
I was unclear about the minority leader's explanation in the

motion about the direction concerning the fiscal year 1988 deficit
target numbers.

Was it specified in the gentleman's motion?
Mr. MICHEL. We did not address the targets.
Mr. COLEMAN of Texas. The gentleman used the word "flexible."
Is that the only thing that the gentleman is doing in that, so that

it is unclear? In other words, there are options, so we would not
stay within the original Gramm-Rudman numbers.

Mr. MICHEL. I have been a conferee any number of times. While
there are at times specific points conferees would like to make, I
want to keep those to a barebones minimum.

Mr. COLEMAN of Texas. I thank the gentleman.
Mr. WEISS. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. Mr. Speaker, I yield to the gentleman from New

York.
Mr. WEISS. Mr. Speaker, I thank the gentleman for yielding to

me.
I would like to think in the course of this debate at least we

would have some expression of opposition to what I think is a very,
very radical move, and a move which flies directly in the face of
what this House has been struggling with, and the Committee on
the Budget has been struggling with for the last couple of years.

I think every Member remembers the maneuvers, the evasions,
the creative methods of the Committee on the Budget in trying to
get around the mandatory, loose mandatory aspects of Gramm-
Rudman as they exist right now.

For the Members now to pretend that in fact there is an easy
way to solve our problems by going back to a mandatory formula
under Gramm-Rudman, I think, is totally illusory, asking for trou-
ble.

It puts this Member as a Democrat certainly in the position of
being asked to vote for a proposition which would devastate what
remains of the domestic programs of this country.

The gentleman from Pennsylvania [Mr. Gray], the distinguished
chairman of the Committee on the Budget, sent out a listing of
what would be needed to meet this year's goals if in fact we had to
go down to $108 billion, or if in fact we had to have a $64 billion
cut. Either one of those cuts would be absolutely draconian.

I would think that we would stand up and say that this body and
the other body ought to be making judgments based on what we
think our sense of priorities is, rather than letting a formula make
those decisions for the Members.
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I can understand why the gentleman on the other side might in
fact urge this proposition on the Members. I cannot understand
why any Member on my side of the aisle would be supportive of
directing or advising the conference committee to go along with a
position which was never supported by the Democrats in this body
to begin with, and certainly after our experience with Gramm-
Rudman, ought not to be supported now.

Mr. MICHEL. Mr. Speaker, the gentleman is entitled to his own
feelings about what we are proposing to do, and it has been demon-
strated that there is bipartisan support for doing whatever we can
for meaningful deficit reduction.

Deficit reduction does not know bipartisan lines, and that is
what we are attempting to do here today.

Mr. WATKINS. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. Mr. Speaker, I yield 2 minutes to the gentleman

from Oklahoma.
Mr. WATKINS. Mr. Speaker, I thank the gentleman for yielding

me this time.
I would like to say to the gentleman that the gentleman's motion

has automatic sequestration by OMB.
I would like to address the matter of under this sequestration, it

does not address how we come up with the difference. Our records
show that basically most of that comes from erroneous economic es-
timates, technical deficits and also some deficits there from entitle-
ments.

I would like to point out that this should not be on the backs of
the Committee on Appropriations when we do a good job. The defi-
cits that come about that require a sequestration come about be-
cause of erroneous assumptions, and that should bring about reve-
nue.

Mr. Speaker, I would like to point out, you can fuzz these esti-
mates up. We have known that has been done before, these eco-
nomic assumptions. That can be done on the revenue side early in
the ball game; and when we get to sequestration, it comes off of
appropriations for not playing correctly with the estimates of reve-
nue.

That plays in the hands of providing deeper and drastic cuts on
appropriations. I think we must address the fact that when there is
fuzzy estimates on revenue, that that should be made up in seques-
tration, not on the backs of appropriations.

As long as that is not addressed, then there is no reason not to
make sure that the economic revenue assumptions are correct
early in the year, so I would like to say that we are playing a game
of deep, drastic cuts, automatic through sequestration by OMB who
has not been nonpartisan to say the least in many respects.

Mr. MICHEL. I might say as a former member of the Committee
on Appropriations for many years, I think it is rather assumed
that the subcommittees and the full Committee on Appropriations
would make those determinations on individual appropriations
bills hopefully in a timely fashion; and by the end or as the season
wears along, those decisions will have already been made. A se-
questration would be simply across the board, and not do violence
to the priorities that the Committee on Appropriations had hereto-
fore made in its regular consideration of bills.
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Mr. WATKINS. Does the minority leader agree, though, if the rev-
enue figures are erroneous early in the game in putting together
the budget, when it comes to sequestration, that will have an
effect?

Mr. MICHEL. We have had this gamesmanship played by both
sides, by all parties on different questions all year long and it gets
to be a laughing charade.

Mr. WATKINS. On Appropriations we are not playing tricks. We
try to meet those, and the facts show that we have; but we cannot
take the burden of shortfalls in revenue and also the economic as-
sumptions.

Mr. ALEXANDER. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. I yield to the gentleman from Arkansas.
(Mr. Alexander asked and was given permission to revise and

extend his remarks.)
Mr. ALEXANDER. Mr. Speaker, I thank the gentleman for yielding

to me.
Mr. Speaker, it has been mentioned that sequestration is an

issue that we are approaching, and that it is something that Con-
gress will insist upon, it looks like.

Has the gentleman estimated the effect of the se-questration
under the procedure which the gentleman offers to the House
today?

More specifically, it is my understanding that we are about $64
billion short of the target as presented by the gentleman's proposi-
tion; is that correct?

Mr. MICHEL. I have no targets in my language, nor have I antici-
pated any specifically, other than what we will eventually get
through the discussions of the conference committee when it goes
about doing its thing.

There have been some discussions, though, from the other body
that under their procedures, that some could not foresee our ever
getting to a sequestration.

Mr. ALEXANDER. Has the gentleman a list of the probable effect
of the gentleman's proposal on program classifications?

Mr. MICHEL. I have not done that, either. All of the Mcmbers are
quite mindful of the procedure when we discussed and debated
Gramm-Rudman in the first place.

Mr. ALEXANDER. One further question. If you met the target of,
say, $64 billion for sequestration this year, would that balance the
budget?

Mr. MICHEL. I cannot conceive that we are going to agree to the
kind of figures in that conference that would lead us to that kind
of end result.

Mr. ALEXANDER. Mr. Speaker, on July 14, the chairman of the
Committee on the Budget, Mr. Gray, distributed to House Members
a table showing estimates, prepared by the committee's staff and
based on existing law limiting the fiscal 1988 deficit to $108 billion,
of the effect of two levels of spending sequestration-$64 billion
and $36 billion.

This table was the subject of an article and table published in
the Congressional Quarterly Weekly Report edition of July 18. I be-
lieve all Members of the House will be interested in this informa-
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tion and would like to insert the CQ article in the Record at this
point.

The Congressional Quarterly Weekly Report article follows:

CONSEQUENCES FOR SOME FEDERAL PROGRAMS OF ACROSS-THE-BOARD GRAMM-RUDMAN
CUTS

The following table shows by how much spending for selected federal programs
would be reduced in fiscal 1988 if uniform cuts were imposed in compliance with the
Gramm-Rudman-Hollings anti-deficit law.

The figures, released July 14 by the House Budget Committee, are based on July
Congressional Budget Office (CBO) estimates of spending, revenues and economic
conditions. That baseline reflects current law, with some adjustments for inflation
and expected changes in program participation rates. According to committee aides,
further adjustments allow for different assumptions of the Office of Management
and Budget, which participates with CBO in determining Gramm-Rudman cuts.

Two versions of the estimated program cuts are shown below: One is based on a
$64 billion reduction in the baseline deficit to meet the $108 billion fiscal 1988
Gramm-Rudman deficit target; the other is based on a $36 billion deficit reduction,
reflecting a proposed change in the deficit target now under consideration in Con-
gress. f

Stnce Oramm-Rudman requires that savings be split equally between defense and
nonlnmilitary spending, the percentage cuts for each would be somewhat different.
To reduce the deficit by $64 billion would require a 14.8 percent cut in defense
spending and a 21.2 percent cut in non-defense spending. To reduce the deficit by
$36 million, the cuts would be 5.8 percent for defense and 7.5 percent for non-de-
fense.She selective table below does not include those programs exempt from Gramm-
Ruiman cuts, such as Social Security, Medicaid and Aidto Families with Dependent
Children. Nor does it include those programs that may be cut by limited amounts
under special Gramm-Rudman rules, such as Medicare and Guaranteed Student
Loans.

The amounts shown below are in budget authority-amounts authorized to be
spent-and are computed to yield necessary reductions in outlays-amounts actual-
ly spent in a given year, which are used in deficit calculations.

[In millions of dollars)

Fiscal 1988 $64 billion $36 billmo
spending deficit deficit
baseline reduction reduction

Deflend?:
M•itary personnel ...... ... .... .. .. . ......... 75,009 -12,164 -5,525
Operations and maintenance .. ..... 82,809 -14,768 -7,481
Procurement .................................. 88,803 -22,226 -10,950
Research and development..............................37,371 -7,258 -3,119

International Affairs.
Agency for International Development-humanitarian and development assist-

ance....... .1,452 -362 -147
Food for Peace................... ... 993 -259 -110
Aid to Israel and Egypt . .... . . 5,115 -1,113 -413
Military grant assistance................ ... 944 -220 -97

General Science, Space and Technology:
National Science Foundation- research..........................1,477 -369 -176
Department of Energy-general science................... 735 -177 -80

Energy
Energy supply research and development ....... ................ 2,140 -1,079 -894
Fossil energy research and development 312 -79 -38
Energy conservation .................................. 382 -198 -166
Strategic petroleum reserve............... ............... 561 -440 -419

Natural Resources and Environment.
Watershed and flood prevention......... ................... 187 -51 -25
Bureau of Reclamation-construction............................ 634 -153 -68
Corps of Engineers-construction ......... ...... .......... .. ............. 1,182 -297 -143
Soil Conservation Service-conservation operations ... ....... .......- .......... 400 -101 -49
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[In mfin of dollars

Fiscal 198 $64bbllon $,6bili
Spefidnng defict defirt
baseline reduction redto

National Forest Servic erat -onse.......................r..i....o.n....
National Park Service-operations ..................... .......
Fish and Wildlife Service-resource management .......................
Environmental Protection Agency-Superfund........... .......
Environmental Protection Agency-research and development.........
Environmental Protection Agency-abatement, control and compliance.

Agriculture:
Agricultural Research Service ...... ........... ........... ..... ........ .... .... ...
Cooperative State Research Service......................
Extension Service....................................
Animal and Plant Health Inspection Service.......................

Commerce and Housing Credit:
Rural Housing Loans .......................................
Section 202 housing loans for the elderly or handicapped ...................
Nonprofit mail subsidy............................
Periodic censuses ........................................
Small Business Administration-business loans...... ..........

Transportation:
Federal highway aid (obligation limit)................
Mass transit discretionary grants (obligation limit)...
Mass transit interstate transfer grants........... ..........
Mass transit formula grants .......... . ... ....
Amtrak ........................................... ...
Federal Aviation Administr3tlon-operations .. .

Federal Aviation Administration-facilities and equipment.......
Federal Aviation Administration-research and engineering . .
Federal Aviation Administration-airport grants (obligation limit)
Coast Guard-operations.......... ................. ..
National Aeronautics and Space Administration--aeronautics research and

development................... .... ............. ..
Community and Regional Development

Community development block grants............ ....... ..
Urban development action grants .... .... .... .........
Subsidized housing............... ... .. . .............
Economic Development Administration......
Rural water and waste-disposal grants.
Appalachian Regional (Commission ......... ................. ...
Tennessee Valley Authority...... . ....... ...... .......
Disaster relief................... ..... .... .....

Education, Training, Employment and Social Services
Impact aid....... .........................
Handicapped education ... .............. ............
Vocational and adult education .......... ...... ..
Compensatory education..........................
Student financial assistance . .
Special elementary and secondary programs
Other higher education programs
Training and employment services.......
Community services employment for older Americans . ..
Unemployment services ....... ... ..... ..... ...
Work incentive program ...... ...... .. .. ..... .......
Community services block grant ............ ........
Social services block grant......... ... . .............
Human development services ................. ...............

Health:
Alcohol, drug abuse and mental health ...........................
Biomedical research........................... .............
Health education and training ..........................
Consumer and occupational health and safety .......... ........
Centers for Disease Control...... ........................

Medicare. Salaries and expenses ..................................................... .......

1,224
748
343

1,488
155
611

540
321
350
323

3,696
608
674
374
363

13

2.

2,

3,

1,4

4,1
5,A

3,8
3

1

3
2,7
2,2

7
6,9

5
1,3
5

1,8

-302
-192
-89

-376
-34

-138

-129
-78
-83
-70

-315
-155
-162
-236
-57

3,475 -3,743
1,037 -173

207 -49
?,074 -498
624 -155

9,351 -538
838 -204
149 -37

A037 -249
",910 -509

417 -103

1 15 -783
234 -57
310 -74
200 -90
114 -28
109 -26
106 -27
262 -167

755 -189
824 -451
038 -254
153 -1,039
456 -1,087
983 -242
502 -122
874 -954
340 -75
969 -147
144 -45
387 -72
l00 -572
?09 -553

132 -139
)65 --1,745
54 -139
123 -348
07 -115
129 -475

-142
-95
-44

-183
- 13
-49

-58
-35
-36
-26

-159
-73
-73

-212
-23

-2,050
-22
-22

-224
-74

-223
-94
-18

-112
-265

-48

-351
-26
-33
-38
-13
-12
-14

-151

-91
-213
-118
-497
-327
-114
-56

-446
-29
-10
-27
-17

-203
-266

-36
-838
-67

- 16r
-35

-240
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(In mdoons of 0013asj

"fiscal 1988 $64 M" $36 bIian
spending deficit deficit
baseline reductoon reductIon

Income Security:
Employment Standards Administration-special benefits....253 -48 -17
Unemployment trust fund-salarierand expenses ....... ............ 1,957 -395 -140
Payments for operation of low-income housing.................... 1,583 -519 -334
Subsidized housing programs .................................... 17,814 -2,261 -1,220
Cash and commodities for special groups..........................194 -49 -23
Low-income home energy assistance ........ ............ 1,899 -366 -137

Social Security: Salaries and expenses............................. 2,472 -719 -415
Veterans' Benefits and Services.

Veterans' Administration construction ........ .................. 397 -93 -40
Medical and prosthetic research.............. .......... ............................ 204 -36 -7
General operating expenses ............ ...................... 820 -212 -107

Administration of Justice:
Federal Bureau of Investigation ............. ................. 1,365 -346 -166
Drug Enforcement Administration .............. .... .............. 511 -124 -57
Immigration and Naturalization Service................... ......... 836 -248 -146
Customs Service-salaries and expenses...... .. 896 -234 -119
Customs Service-Air Interdiction Program .............. 177 -45 -23
Secret Service.......... ..... ........ .... . .350 -87 -41
Courts of appeals, district courts, and other judicial services ............ 961 -224 -97
U S. attorneys ....... ............................ 378 -97 -48
Legal Services Corporation........ ................ 320 -79 -37
Federal Prison System............... .. 907 -224 -105
Criminal justice assistance ....... 434 -106 -49
Bureau of Alcohol, Tobacco and Firearms ............... 210 -54 -27

General Government-
Legislative functions.........1,608 -400 - 193
Internal Revenue Service........ 4,605 -1,102 -493

Source Congressinai Quarterly Weekly Report

Mr. SMITH of Iowa. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. Mr. Speaker, I yield to the gentleman from Iowa

[Mr. Smith].
Mr. SMITH of Iowa. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. I am happy to yield to my friend, the gentleman

from Iowa.
Mr. SMITH of Iowa. Mr. Speaker, it has been mentioned bere

about expenditures, and I want to point this out, that we have fig-
ures here that show in the last 6 years the average discretionary
expenditures in excess of the estimates used in the deficit reduction
program was $2 billion a year. The average shortfall in revenues
was $27.4 billion a year. The average entitlements exceeded by $6.2
billion a year.

You cannot solve this problem by cutting $2 billion worth of dis-
cretionary expenditures.

Now, this resolution does not say anything at all about revenues.
I am not advocating a tax increase, but I point out that if there
was a threat of having a 3- or a 5-percent surtax if we did not do
our job, that might help, but there is no threat in this whatever.

What you are doing is saying, take all this out of discretionary
spending, which cannot possibly be done.

What you are saying to the committees handling entitlements is,
"Go ahead, pass entitlement laws. Increase entitlements. We are
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not going to hurt you, anyway. Later on in the year we will take it
all out of discretionary spending." It cannot possibly be done.

Now, with regard to the $2 billion in discretionary spending,
three bills this year have accounted for the $2 billion. One is the
homeless bill that almost everybody in the House voted for-

Mr. MICHEL. Not this Member...
Mr. SMITH of Iowa. Well, almost everybody. Another one was the

drug bill, which almost everybody voted for, and we could not get a
high enough figure for AIDS research.

The three together more than exceeded the $2 billion by which
discretionary spending exceeds the budget deficits allocated to dis-
cretionary spending, which is 30 percent of the budget.

My point is that we cannot just keep hammering on discretion-
ary spending and solve this problem. You have to have some kind
of a threat against a surtax being levied, or else against entitle-
ments being cut also, or we are never going to solve this problem.

Mr. MICHEL. Well, the point the gentleman made in his later
comments are so true and I would be the first to admit and maybe
even propose that in the new administration, whatever it be, of
whatever stripe, that we make an effort again in a bipartisan way
to do something significant about entitlements, as we did with re-
spect to a Social Security adjustment. I do not think it can be done
in this next politically charged year because it is too hot an item,
but I think if we are really going to do something over the long
haul, there is really no other answer for that but to get seriously
into that in a bipartisan fashion, and it cannot be done, frankly, in
mY, opinion.

Mr. SMITH of Iowa. Mr. Speaker, will the gentleman yield fur-
ther?

Mr. MICHEL. I am happy to yield to the gentleman from Iowa.
Mr. SMITH of Iowa. It could be done in this conference, however,

by including in the trigger some mechanism that says that if we do
not reach certain goals, there will be a surtax, and if we do not
reach certain goals, there will be reductions in entitlements. That
could be done in this conference in the next few days.

Mr. GRAY of Pennsylvania. Mr. Speaker, will the gentleman
yield?

Mr. MICHEL. I am happy to yield to the distinguished chairman
of the Budget Committee.

Mr. GRAY of Pennsylvania. Mr. Speaker, I want to thank the
gentleman for yielding.

First of all, I want to say to the gentleman, the distinguished mi-
nority leader, how happy I am to hear his words of concern and
participation in a process of moving us toward greater deficit re-
duction.

I simply would like to ask the distinguished minority leader two
questions, definitional, about his motion to instruct the conferees. I
am always concerned and leery about instructing conferees, but I
want to ask these two questions.

Could the gentleman explain to me, and perhaps I missed it, the
difference between automatic as opposed to discretionary? Is the
gentleman referring to anything specific there where he uses the
word automatic, as opposed to discretionary?
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Then second, I would like to ask the gentleman, what is the
meaning of flexibility in military personnel accounts?

Mr. MICHEL. Well, with respect to the first, I think it is-all Ihave ever heard with FRnot to some alternatei. to normal seques-
tration was the Foley fix. Now, I must confess after asking several
times for specific language on what is the Foley fix, I have yet to
find out for sure what it is, but obviously it is something different
from an automatic sequestration that we have come to recognize as
being a part of Gramm-Rudman when we were originally debating
it.

As for the flexibility, well, that is the whole point in using the
word, to be flexible in conference and to adjust that as the confer-
ees see fit.

Mr. GRAY of Pennsylvania. Well, I would just simply say to the
gentleman, his definition of discretionary applying to the position
of the distinguished majority leader of the House concerns me. I
think that there has been some debate as to whether there should
be an OMB executed trigger or whether there should be one exe-
cuted by the President where he can have the option of signing or
not signing.

I think many of us are concerned that under the OMB approach
there is no way to insure that OMB cannot move money around in
accounts and thus would be coopting legislative prerogatives; how-
ever, I believe that the conferees will be committed to restoring the
trigger and coming up with the strongest possible trigger. As one
who did not support Gramm-Rudman, I do believe that we ought to
have a trigger, simply because right now the only persons who are
held responsible for this budget process are those on Capitol Hill.

I think by restoring the trigger we therefore bring into the loop
the executive branch; however, I would be strongly opposed to la-
beling the suggestion by the distinguished majority leader as dis-
cretionary. I think we have clearly several options in putting to-
gether a trigger.

I would agree with the gentleman that none of us want to cut
personnel accounts with regard to the military. Certainly under
Gramm-Rudman-Hollings, those cuts can be avoided on military
personnel accounts, but I do believe that they ought to be evenly
done across nonpersonnel accounts.

The way that has been proposed by the other body essentially
gives the executive branch the right to draw up an armed -services
bill, a Defense bill, and totally rewrite the priorities. I do not think
any of us would want that.

So I would just have to say to the gentleman, I am happy to hear
he is prepared to work hard on deficit reduction. That is good
news, I think for all of us, but I would have to say that I do not
want to instruct the conferees to accept one trigger as opposed to
another. I think we need the strongest possible one that can be
worked out in conference. Therefore, I would have to say to the
gentleman, based on that definition, I will not be able to support
the motion to instruct. I think it would be inappropriate, but I do
think we will be able to come up with a strong trigger.

Mr. PICKLE. Mr. Speaker, will the gentleman yield?
Mr. MICHEL. I am happy to yield to my friend, the gentleman

from Texas.



294

(Mr. Pickle asked and was given permission to revise and extend
his rem-arks.)

Mr. PICKLE. Mr. Speaker, the House has just adopted a bill that
sends this issue to conference. This was a recommendation of th"
chairman of the Ways and Means Committee. It was a good
motion. It saves us a lot of time and allows us to get to work imme-
diately on this very troublesome problem.

It is very strange, though, that we would want to instruct our
conferees before we ever go. Perhaps if we had been to conference
and had not been able to reach agreement, we might want to come
baqk and ask for instruction from one body or the other, but here
we are instructing ahead of time.

Now, the gentleman from Illinois says we ought to do this on a
bipartisan basis. I do not know where the bipartisanship enters
into it. It seems to me that it would be more bipartisan if we went
there as a free agent and be able to say which trigger we want to
work.

The gentleman also says that we ought to stop this tumbling and
drifting and drifting. I say to the gentleman, there is no tumbling
and drifting. We have just now this issue within the last 30 min-
utes. To say we have to go on with instructions before we even go
to conference is just to beg the issue. The wish is the father of the
son, or vice versa. Now, I do not know that I could accept that kind
of reasoning.

Now, if we go to conference, as we are, and if the group says we
should have a hard trigger, I would accept that and would work for
it if that seemed to be the course that we should take. It does not
bother me.

There is more than meets the eye, though, about which is best,
the discretionary trigger, that would give us a choice, or the hard
trigger.

I am not certain which one it is. Neither one bothers me particu-
larly, but it does bother me that we would ask to be instructed
even before we go to conference. Now, that is contrary to what the
gentleman from Illinois and the other gentleman from Illinois nor-
mally ever advocated, or any of us. For them to do that seems to
me that we are trying to get the cart ahead of the horse.

I would support that kind of position if it were to come to that
point. At this stage, though, prior to ever-going to conference, it
seems to me that we are trying to get ahead of ourselves for some
reason which I do not quite fathom.

I, therefore, think that our conferees would be better served if
they could go as free agents to determine which direction we
should go and then as a House body support that position for all
we are worth in conference then.

Mr. MICHEL. Well, Mr. Speaker, it is not unique to have a motion
to instruct around here. Frankly, it does indicate there is some bi-
partisan support. Frankly, the text of the instruction is very mini-
mal that will give us the strongest deficit reduction ahnd sequester
order.

Mr. Speaker, I move the previous question on the motion.
The previous question was ordered.
The SPEAKER. The question is on the motion offered by the gen-

tleman from Illinois [Mr. Michel].
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The question was taken; and the Speaker announced that the
Chair was-in doubt.

Recorded Vote

Mr. FRENZEL. Mr. Speaker, I denr-.nd a recorded vote.
A recorded vote was ordered.
The vote was taken by electronic device, and there were-ayes

267, noes 156, not voting 10, as follows:
[Roll No. 298]

AYES-267

Annunzio
Anthony
Archer
Armey
AuCoin
Badham
Baker
Ballenger
Barnard
Bartlett
Barton
Bateman
Bates
Bentley
Bereuter
Bilbray
Bilirakis
Bliley
Boehlert
Boulter
Broomfield
Brown (CO)
Bryant
Buechner
Bunning
Burton
Byron
Callahan
Campbell
Carper
Chandler
Chapman
Cheney
Clarke
Clinger
Coats
Coble
Coelho
Coleman (MO)
Combest
Cooper
Coughlin
Courter
Coyne
Craig
Crane
Dannemeyer
Darden
Daub
Davis (IL)
Davis (MI)
DeFazio

DeLay
Derrick
DeWine
Dickinson
DioGuardi
Dornan (CA)
Dowdy
Dreier
Duncan
Dyson
Eckart
Edwards (OK)
Emerson
English
Erdreich
Fawell
Fei ghan
Fields
Fish
Flippo
Frenzel
Gallegly
Gallo
Gekas
Gephardt
Gilman
Gingrich
Glickman
Goodling
Gordon
Gradison
Grandy
Grant
Green
Gregg
Guarmin
Gunderson
Hall (OH)
Hall (TX)
Hamilton
Hammerschmidt
Hansen
Harris
Hastert
Hatcher
Hayes (LA)
Hefley
Hefner
Henry
Herger
Hiler
Holloway

Hopkins
Horton
Houghton
Hubbard
Huckaby
Hunter
Hutto
Hyde
Inhofe
Ireland
Jacobs
Jeffords
Jenkins
Johnson (CT)
Johnson (SD)
Jones (NC)
Kaptur
Kasich
Kennelly
Kleczka
Kolbe
Konnyu
Kyl
Lagomarsino
Lancaster
Lantos
Latta
Leach (IA)
Leath (TX)
Lent
Levin (MI)
Lewis (CA)
Lewis (FL)
Lightfoot
Lipinski
Lott
Lowery (CA)
LuWan
Luken, Thomas
Lukens, Donald
Lungren
Mack
MacKay
Madigan
Marlenee
Martin (IL)
Martin (NY)
Matsui
McCandless
McCollum
McCurdy
McDade
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McEwen
McGrath
McMillan (NC)
McMillen (MD)
Meyers
Mica
Michel
Miller (CA)
Miller (OH)
Miller (WA)
Molinari
Montgomery
Moorhead
Morrison (CT)
Morrison (WA)
Myers
Neal
Nelson
Nichols
Nielson
Nowak
Oakar
Olin
Oxley
Packard
Pashayan
Patterson
Pease
Penny
Petri
Pickett
Porter
Price (NC)
Pursell
Quillen
Ravenel
Ray

Ackerman
Akaka
Alexander
Anderson
Andrews
Applegate
Asp in
At kins
Beilenson
Bennett
Beiman
Bevill
BiaggiBoggs.
Boland
Bonior (MI)
Bonker
Borski
Bosco
Boucher
Boxer
Brennan
Brooks
Brown (CA)
Bruce
Bustamante
Cardin

Regula
Rhodes
Richardson
Ridge
Rinaldo
Rittet'
Roberts
Robinson
Rogers
Rose
Rostenkowski
Roth
Roukema
Rowland (CT)
Rowland (GA)
Russo
Saiki
Saxton
Schaefer
Schneider
Schroeder
Schuette
Schulze
Sensenbrenner
Sharp
Shaw
Shumway
Shuster
Sisisky
Skeen
Slattery
Slaughter (NY)
Slaughter (VA)
Smith (NE)
Smith (NJ)
Smith (TX)
Smith, Denny (OR)
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Carr
Chappell
Clay
Coleman (TX)
Collins
Conte
Conyers
Crockett
de la Garza
Dellums
Dicks
Dingell
Dixon
Donnelly
Dorgan (ND)
Downey
Durbin
Dwyer
Dymally
Early
Edwards (CA)
Espy
Evans
Fascell
Fazio
Flake
Florio

Smith, Robert (NH)
Smith, Robert (OR)
Snowe
Solomon
Spence
Spratt
Stallings
Stangeland
Stark
Stenholm
Stump
Sundquist
Sweeney
Swindall
Tauke
Tauzin
Taylor
Thomas (CA)
Thomas (GA)
Torres
Upton
Valentine
Vander Jagt
Volkmer
Vucanovich
Walgren
Walker
Weber
Weldon
Whittaker
Wilson
Wise
Wortley
Wyden
Wylie
Young (AK)
Young (FL)

Foglietta
Foley
Ford (MI)
Ford (TN)
Frank
Frost
Garcia
Gaydos -
Gejdenson
Gibbons
Gonzalez
Gray (IL)
Gray (PA)
Hawkins
Hayes (IL)
Hertel
Hochbrueckner
Howard
Hoyer
Hughes
Jones (TN)
Jontz
Kanjorski
Kastenmeier
Kennedy
Kildee
Kolter
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Kootmayer
LaFalce
Lehman (CA)
Lehman (FL)
Leland
Levine (CA)
Lewis (GA)
Lowry (WA)
Manton
Markey
Martinez
Mavroules
Mazzoli
McCloskey
McHugh
Mfume
Mineta
Moakley
Mollohan
Moody
Morella
Mrazek
Murphy
Murtha
Nagle

Natcher
Oberstar
Obey
Ortiz
Owens (NY)
Panetta
Parris
Pelosi
Perkins
Pickle
Price (IL)
Rahall
Rangel
Rodino
Roe
Roybal
Sabo
Savage
Sawyer
Scheuer
Schumer
Sikorski
Skaggs
Skelton
Smith (FL)

Smith (IA)
Solarz
St GermainStag!gers
Stokes
Stratton
Studds
Swift
Synar
Torricelli
Towns
Traficant
Traxler
Udall
Vento
Visclosky
Watkins
Waxman
Weiss
Wheat
Williams
Wolf
Wolpe
Yates
Yatron

NOT VOTING-10
Boner (TN) Lloyd Tallon
Daniel Owens (UT) Whitten
Kemp Pepper
Livingston Roemer

Messrs. Flake, Sikorski, and Anderson changed their votes from
"yea" to "nay."P

Messrs. Eckart, Volkmer, Valentine, Wyden, and Wilson changed
their votes from "nay" to "yea."

So the motion was agreed to.
The result of the vote was announced as above recorded.
The SPEAKER. The Chair appoints the following conferees:
From the Committee on Ways and Means: Messrs. Rostenkowski,

Gibbons, Pickle, Rangel, Stark, Jacobs, Jenkins, Russo, Matsui,
Duncan, Archer, Crane, Schulze, and Thomas of California.

From the Committee on Appropriations: Messrs. Whitten, Smith
of Iowa, Murtha, Traxler, Edwards of Oklahoma, and Lewis of Cali-
fornia.

From the Committee on Rules: Messrs. Pepper, Moakley, Der-
rick, Beilenson, Frost, Latta, and Lott.

From the Committee on Government Operations: Messrs. Brooks,
Conyers, Waxman, Synar, Horton, and Walker.

From the Committee on the Budget: Messrs. Gray of Pennsylva-
nia, Leath of Texas, Williams, Wolpe, Gradison, and Mack.

As additional conferees: Messrs. Foley, Ford of Michigan, Obey,
Aspin, Ms. Oakar, Messrs. Panetta, Fazio, MacKay, Frenzel,
Regula, Gregg, Mrs. Martin of Illinois, and Mrs. Johnson of Con-
necticut.
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INTRODUCTION

This pamphlet, prepared by the staff of the House Committee
on Ways and Means, provides an overview of Chairman Rostenkowski's
proposal for restoring the automatic sequestration mechanism to
the Balanced Budget and Emergency Deficit Control Act of 1985
(P.L. 99-177), frequently referred to as Gramm-Rudman-Hollings.

Sections I and II of the pamphlet present a summary of the
principal provisions of and the rationale behind Chairman
Rostenkowski's proposal. The proposal would restore the automatic
sequestration mechanism for two years, grant 018 final authority
to determine the sequestration order, revise deficit targets, and
limit the amount of deficit reduction to $36 billion in any year.

Section III compares Chairman Rostenkowski's proposal to
current law, Section IV explains the proposal in detail by issue,
and Section V contains a section-by-section analysis of the
proposal. The Congressional Research Service, the Congressional
Budget Office and the General Accouting Office have analyzed the
Chairman's proposal, and these analyses are presented in Section
VI.

Finally, Sections VII and VIII present draft legislative
language and changes in existing law made by the proposal.

(1)
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I. PURPOSE AND SCOPE

The Rostenkowski proposal-amends the Balanced Budget and
Emergency Deficit Control Act of 1985 (P.L. 99-177),
frequently known as Gramm-Rudman-Hollings (GRE). The
principal amendments include the alteration of the
sequestration process and the deficit reduction targets.
These amendments are designed to ensure significant real
deficit reduction; a balanced federal budget is envisioned by
FY1992.

The proposal is consistent with P.L. 99-177 In that it
contains a Congressionally mandated sequestration procedure.
This proposal addresses the Constitutional defects of the
original Gramm-Rudman-gollings law by transferring from the
General Accounting Office (GAO) to the Office of Management
and Budget (0MB) the responsibility for drawing up
sequestration orders. It is the role of the GAO under the
original law which the Supreme Court found to be
Constitutionally invalid.

Under this proposal, there would be significant
requirements and restraints on OMB to ensure that it will not
have the discretion to manipulate the sequestration process
to the advantage or disadvantage of particular programs. In
addition, the Congressional Budget Office (CBO) would be
given responsibilities to report on the anticipated deficit
and sequestration amounts, and OMB would be required to
explain its deviations from CBO estimates. Finally, GAO
would submit to Congress a compliance report to determine
whether 0MB has complied with the law.

The Rostenkowski proposal also modifies the deficit
targets of the original law to allow more realistic and
meaningful deficit reduction by the Congress. Yet it still
achieves a balanced budget by 1992. The maximum
sequestration in any year would be $36 billion. In FY1988,
the sequestration amount would be determined solely by the
amount of unachieved deficit reduction, limited by a maximum
of $36 billion.

(2)

0
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II. SUMMARY OF PRINCIPAL PROVISIONS AND
REASONS FOR CHANGE

1. Reinstatement of the automatic trigger for two years.

a) With automatic sequestration a threat, the President and
Congress are more likely to negotiate to pass and enact
the policies contained in the conference Leport on the
budget resolution.

b) A two-year amendment gives Congress ample opportunity to
review the performance of OMB in preparing and
implementing the sequestration order.

c) A two-year amendment allows a new President (either
Democrat or Republican) to decide whether he or she
wants the automatic trigger.

d) An automatic trigger guarantees that a new President
will confront a substantially improved deficit
situation.

2. Granting of authority to 0MB to determine the sequester
order.

a) The Rostenkowski proposal meets the constitutionality
test of the Supreme Court's Gramm-Rudman ruling. It
does not vest any Executive branch functions in GAO or
any other employee of the Congressional branch.

b) Compared to current law, the Rostenkowski proposal
simplifies the timetable for sequestration.

3. New requirements regarding the sequestration process.

a) Requirements in current law and the additional
requirements specified in the Rostenkowski proposal
effectively eliminate OMB's discretion to manipulate
the sequestration procedure to the advantage or
disadvantage of particular programs.

-- The requirement that half of all outlay reductions
come from defense programs and half from non-defense
programs, and the requirement that a uniform
percentage reduction be applied to budget authority in
each account provide considerable safeguards against
OMB discretion.

-- The Rostenkowski proposal places additional reporting
requirements on OMB so that actual amounts sequestered
from defense and non-defense accounts can be easily
compared under both OMB and CBO assumptions.

-- The Rostenkowski proposal also limits OMB discretion
by 1) requiring that OMB use the same economic and
technical assumptions in its final report as its
initial report, 2) requiring that OMB use the same
economic and technical assumptions in preparing the
final order as it uses in estimating total required
outlay rer'zctions, and 3) constraining OMB's outlay
rate assumptions which are used to calculate the
uniform percentage reductions to be applied to defense
and non-defense budget authority.

b) The Rostenkowski proposal eliminates a loophole which
currently allows part-year appropriations bills enacted
after October 15th to escape sequestration.

(3)
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4

4. Modification of the deficit targets.

a) The Rostenkowski proposal presents more realistic
deficit targets of $108 billion for FY1989, $72 billion
for FY1990, $36 billion for PY1991 and $0 for FY1992;
it does not set Congress and the President up for
failure. The realistic targets will encourage both
parties to move toward meaningful deficit reduction.

b) Putting a cap of $36 billion on the total amount of
required outlay reductions makes the process
significantly less senstive to OMB's economic and
technical assumptions, since these assumptions are
important determinants of the deficit estimate and thus
the total amount of required outlay reductions.

5. Exemption from sequestration for military personnel.

a) Total budget authority reductions for defense will not
change by exempting military personnel from
sequestration; rather, budget authority reductions in
procurement and other defense accounts will simply
increase.

b) Therefore, exempting military personnel will increase
political pressure for the President to accept a
balanced deficit reduction package because of the
relatively greater impact of sequestration on military
contractors.

6. Increasing the limitation on Medicare reductions to a
maximum of 4 percent.

a) Increasing the maximum Medicare reduction will decrease
the budget authority reductions in other non-defense
accounts.

b) Increasing the maximum Medicare reduction will increase
political pressure for the President to accept a
balanced deficit reduction package because
sequestration will have an even greater impact on
hospitals and doctors.

7. Elimination of the conceptual differences between CBO andOM.B in '-st- -- '
0 in tmatng the deficit.

In calculating the budget base, OMB and CBO would have to
assume that appropriated entitlement programs are
fully-funded, that federal pay raises are included, that
advance farm deficiency payments are made, and that asset
sales will occur only if a final notice for sale is
published in the Federal Register by August 15th.

By eliminating major conceptual differences between CBO and
OMB in estimating the base deficit, the Rostenkowski
proposal places further constraints on OMB and provides
sounder comparisons of CBO and OMB estimates.
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IV. DETAILED EXPLANATION OF THE PROVISIONS

1. Reinstatement of the automatic trigger for two years.

The proposal would reinstate the automatic sequestration
process of the original Gramm-Rudman-Hollings bill for fiscal
years 1988 and 1989.

2. AdJustments in the trigger and the timetable for
sequestratTion.--

OB would make the final determination of the sequester
order, according to the timetable and allocation rules set
forth in the Budget Act (as amended by this proposal). The
new timetable is as follows:

Initial CBO/O1B Snapshot 8/15
CHO issues initial report 8/20
0B issues initial report 9/1
Fiscal year begins 10/1
CBO issues final report 10/10
0MB issues and implements final order 10/15
GAO compliance report 11/15

3. New requirements regarding the sequestration process.

a) OMB must explain and analyze deviations from the CBO
report with respect to the:
(1) total amount of required outlay reductions,
(2) total amount of budgetary resources actually

sequestered from defense accounts by type of
resource, and

(3) total amounts actually sequestered from non-defense
by type of resource

In addition, 01B must include in its report CBO
estimates for (2) and (3) above, using CBO assumptions
with an excess deficit amount equal to that projected by
OMB. 0MB must explain and analyze differences between
these estimates and its own estimates.

b) In both the initial and final orders, OMB must identify
and explain, by budget account, any differences in
sequesterable resources equal to or greater than $5
million and 1 percent from the CBO report.

c) In preparing its initial and final orders, OMB estimates
of the aggregate relationship between outlays and
sequesterable resources for both defense and non-defense
accounts cannot deviate by more than one half of 1
percent from the estimates used in the OMB sequestration
report for fiscal year 1987. In addition, outlay
estimates for Medicare and CCC would not vary by more
than 5 percent from the current services January or
February President's budget submission.

(10)
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d) OMB must use the same economic and technical assumptions
in preparing the final order as it uses in estimating
the excess deficit amount.

e) 0MB must use the same economic and technical assumptions
in the final report as it uses in its initial report.
Differences can be due to enacted law only. All
regulations which affect the deficit, including
regulations which propose the sale of financial or real
assets and regulations modifying payment schedules, must
be promulgated in final form by August 15th or they may
not be taken into account for either the initial or
final orders.

f) For accounts in which a part-year continuing
appropriations bill is in effect at the time the
President issues a final order, and for accounts in
which part- or full-year appropriations bills are
enacted after the President issues a final order,
additional language clarifies how sequestration applies.
For such bills enacted after a final order, the Director
of OMB must issue a report within 10 days which details
how sequestration applies.

g) GAO would issue an enhanced compliance report on November
15 stating whether OMB has complied with the law, has
done all calculations correctly and has explained
satisfactorly any deviations from the CBO report.

4. Modification of the deficit targets.

a) The amendment would modify the deficit targets of the
original Gramm-Rudman Hollings proposalso that the
amount of deficit reduction required for FY 1988 is
consistent with H. Con. Res. 93, the concurrent
resolution on the budget for fiscal year 1988. The
deficit targets would be modified to reach zero by 1992.
The maximum deficit amounts would be $108 billion for FY
1988, $108 billion for FY 1989, $72 billion for FY 1990,
$36 billion for FY 1991, and $0 for FY 1992. The Act
would extend for an additional year.

b) Sequestration for any fiscal year would not occur if the
net deficit reduction in all laws enacted after March 1
for the calendar year prior to the fiscal year through
August 15th for the initial report and early October for
the final report exceeds $25 billion. (This is
equivalent to a reduction of $36 billion from a baseline
where discretionary budget authority is adjusted for
inflation.) The baseline against which the amount of
deficit reduction is to be measured would be the
Gradison base, assuming the laws in effect on March 1.
This assumes no appropriations bills for the upcoming
fiscal year have been enacted and no other adjustments
for inflation, such as for pay increases, have been
made. The conceptual changes in (7) below would apply.

c) For fiscal year 1988, sequestration would be the amount
specified in b) above. For fiscal years after 1988,
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sequestration would be the lessor of the amount the
target in b) above is missed, or the fixed target is
met, up to a maximum of $36 billion.

d) Points of order under 301(i) of the Budget Act would not
apply if the Budget Committee certifies, based on CBO
estimates, that $25 billion of deficit reduction has
occured relative to the Gradison baseline.

5. Exemption from sequestration for military personnel.

The pay and benefits for the nine military personnel accounts
listed in the original act would be exempted from
sequestration.

6. Increasing the limitation on Medicare reductions to a maximum
2'4""ipercent.

Medicare reimbursement would be subject to a maximum
reduction of 4 percent, instead of the current 2 percent
maximum reduction. Its special rule status and the form of
reduction would not be changed. Providers who charge amounts
in excess of the medicare-approved charge would be prohibited
from passing on the payment reductions to beneficiaries.
Existing limits on actual charges (the maximum allowable
actual charge limits) would be modified by reducing the
charge limits by the dollar amount of the corresponding
payment reduction.

7. Elimination of the conceptual differences between CBO and OMB
in esitm-a-t in-t-e-d-e-- .

In calculating the budget base, OMB and CBO should assume
that:

(a) appropriated entitlement programs are fully-funded,
(b) federal pay raises are included,
(c) advance farm deficiency payments are paid, and
(d) asset sales will occur only if a final notice of sale is

published in the Federal Register by August 15th.

8. Printing of orders in the Federal Register.

Both the initial and final orders issued by OMB would be
printed in the Federal Register on the day they are issued.

9. Automatic rule on debt bill extension.

10. Sense of Congress language on common economic assumptions andgetsummit.

11. Other technical and clarifying amendments.

(a) Eliminate possibility of sequestering obligated balances.
(b) Clarify treatment of WMATA.
(c) Clarify exemptions of Panama Canal, Puerto Rico

coverover, military and civilian COLA programs, and VA
policy loans.
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V. SECTION-BY-SECTION ANALYSIS OF THE ROSTENKOWSKI PROPOSAL

The draft amendment proposes a new title, "TITLE I--BUDGET
PROCESS REFORM."

Section 101. References in Title.

Section 101 states that, unless otherwise specifically
provided, references made by amendments in the title are to the
Balanced Budget and Emergency Deficit Control Act of 1985 (Public
Law 99-177; 99 Stat. 1037).

Section 102. Automatic Trigger for Fiscal Years 1988 and 19891
OMB and CBO Reports.

Section 102 of the amendment (which amends Section 251 of the
1985 Balanced Budget Act) extends sequestration by one year--
through fiscal year 1992--and revises the means by which
sequestration may be triggered. For fiscal years 1988 and 1989,
sequestration may be triggered automatically by the issuance of
sequestration reports prepared by the Director of the Office of
Management and Budget (OMB). For fiscal years 1990 through 1992,
the amendment reinstitutes a triggering procedure involving the
issuance of sequestration reports prepared by the Comptroller
General.

For fiscal years 1988 and 1989, the section eliminates the
requirement that the Director of OMB and the Director of the
Congressional Budget Office (CBO) jointly issue initial and final
sequestration reports to Congress (on August 20 and October 5,
respectively), and substitutes a two-step reporting procedure.

First, in the case of initial sequestration reports, the CBO
Director issues such report to the OMB Director on August 20. The
CBO Director's report must contain the estimates and determinations
originally required by the Act and must be based on laws in effect
on August 15. Subsequently, the OMB Director issues an initial
sequestration report to the President and Congress on September 1,
also containing the estimates and determinations originally
required by the Act.

The OMB Director must ensure, in preparing the report, that
the aggregate outlay rate for defense accounts and the aggregate
outlay rate for nondefense accounts do not differ by more than one-
half of one percent from such aggregate outlay rates used in the
OMB sequestration report for fiscal year 1987. Also, the outlay
estimates used in the report for Medicare and the Commodity Credit
Corporation may not deviate by more than 5 percent from the outlay
estimates for these programs in the President's current services
budget.

(13)
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If. in the OMB report, the aggregate amount of required outlay
reductions, and the aggregate amounts of resources to be
sequestered from defense and non-defense accounts (by type of
sequesterable resource), differ from those in the CBO report, then
the OMB report must identify and explain such differences. The OMB
report must also identify and explain all instances in which the
amount of sequesterable resources for an account differs from the
amount indicated in the CBO report by at least one percent (but not
less than $5 million). Finally, in the event that the OMB report
is predicated upon different economic or technical assumptions or
methodologies than were used by CBO in its report, the OMB report
also must set forth the aggregate amounts of defense and
non-defense resources to be sequestered using the OMB estimate of
the excess deficit, but using the CBO economic and technical
assumptions and methodologies.

Second, with respect to revised sequestration reports, the CBO
Director issues such report to the OMB Director on October 10,
adjusting the initial estimates and determinations to take into
account spending or revenue laws enacted after August 15. On
October 15, the OMB Director issues a revised sequestration report
to the President and Congress, adjusting his initial report to the
extent appropriate In light of the revised CBO report. The initial
and revised OMB reports must be consistent in terms of the required
determinations and comparisons, and the use of assumptions,
methodologies, and definitions.

For fiscal years 1990 through 1992, the OMB and CBO Directors
jointly issue initial and revised sequestration reports to the
Comptroller General on August 20 and October 5, respectively. The
Comptroller General issues initial and revised sequestration
reports to the President and Congress on August 25 and October 10,
respectively.

Section 102 of the amendment also makes conforming amendments
in Section 254 of the Act and adds a definition of the term
"sequesterable resource" to Section 257 of the Act.

Section 103. Automatic Trigger for Fiscal Years 1988 and 1989:
Presidential Order.

Section 103 of the amendment (which amends Section 252 of the
1985 Balanced Budget Act) provides that any presidential sequester
orders required for fiscal years 1988 and 1989 shall be based on
the report of the OMB Director, and that any such orders required
for fiscal years 1990 through 1992 shall be based on the report of
the Comptroller General. Section 252 of the Act provides that the
President shall issue, if required, an initial sequester order on
September 1 (based on an initial sequestration report) and a final
sequester order on October 15 (based on a revised sequestration
report).

The section also adds a new provision (Section 252(f))
clarifying the application of the final sequester order to part-
year appropriations acts in order to ensure that the reduction
amounts for the applicable budget accounts, as determined in the
final order issued on October 15, are fully achieved. Under the
provision, the amount of reduction taken for an account under an
appropriations act is pro-rated according to its period of
availability during the fiscal year (e.g., one-sixth of the full
amount of the required reductions for an account would be made
under an act providing appropriations for two months of the fiscal
year). Within ten days after a part-year appropriations measure is
enacted, the OMB Director must issue a report detailing the
reductions made in accordance with this provision.
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Section 104. Computation of the Budget Base.

Section 104 of the amendment modifies the criteria in Section
251(a)(6) of the 1985 Balanced Budget Act to be followed by the OMB
and CBO Directors and the Comptroller General in making baseline
estimates so as to eliminate certain conceptual differences that
had arisen previously. In making the baseline estimates, the
Directors and the Comptroller General must assume that annually
appropriated entitlements will be fully funded; that funds will be
provided to cover the costs of Federal civilian and military pay
raises in amounts estimated by the President in his budget; that
advance farm deficiency payments will be paid according to the
fiscal year 1987 schedule; and that asset sales will occur only if
a final notice of sale has been published in the Federal Register
by August 15.

The section also makes conforming amendments in Section
401(c)(2) of the Congressional Budget Act of 1974.

Section 105. Sequestration Rules for Fiscal Years 1988 Through
1992.

Section 105 of the amendment (which amends Section 251 of the
1985 Balanced Budget Act) provides that the total amount of outlay
savings to be achieved through sequestration shall be--

(1) for fiscal year 1988, the amount of unachieved
deficit reduction; and

(2) for fiscal years 1989 through 1992, the lesser of the
deficit excess or the amount of unachieved deficit
reduction for the fiscal year (but sequestration shall not be
required for fiscal year 1989, 1990, or 1991 if the
deficit excess is less than $10 billion).

The amount of "unachieved deficit reduction" is defined as the
amount by which net deficit reduction for a fiscal year, under laws
enacted or regulations promulgated after March 1, falls short of
$25 billion, as determined under the baseline estimating procedures
established in the Act (the so-called Gradison baseline). Further,
the maximum sequestration amount shall not exceed $36 billion.

Additionally, the section requires that the sequestration
reports of the OMB and CBO Directors and the Comptroller General
also include estimates of the net amount of deficit reduction in
the budget base that has occurred during the year since March 1.

Conforming amendments are made in Sections 251 and 252 of the
Act.

Section 106. Compliance Report by Comptroller General.

Section 106 of the amendment (which amends Section 253 of the
1985 Balanced Budget Act) requires the Comptroller General to
include, in his November 15 report evaluating whether a
presidential sequester order complies with the requirements of the
Act, an assessment as to whether the OMB sequestration reports for
fiscal years 1988 and 1989 contain the required comparisons with
the CBO reports. Additionally, the Comptroller General is
required to report to the President and Congress at the close of
each calendar quarter on the extent to which a final sequester
order is effectively modified by the enactment of appropriations
acts after October 10.
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Section 107. Exempt Programs and Activities.

Section 107 of the amendment (which amends Sections 255 and
257 of the 1985 Balanced Budget Act) exempts all military personnel
accounts, the Commodity Supplemental Food Program account, and the
Washington Metropolitan Area Transit Authority account from
sequestration. The section also incorporates into the list of
specific exemptions contained in the Act certain accounts for
veterans programs, Federal retirement and disability programs, and
other programs that previously had been exempted from sequestration
by other laws.

Section 108. Changes in Special Rules for Medicare Program.

Section 108 of the amendment (which amends Section 256(d) of
the 1985 Balanced Budget Act) revises the special rule governing
sequestration of Medicare funds so that Medicare reimbursement
would be subject to a maximum reduction of 4 percent (instead of
the current maximum reduction of 2 percent). Its special rule
status and the form of the reduction would not be changed.
Providers who charge amounts in excess of the Medicare-approved
charge would be prohibited fro¶ passing on the payment reductions
to beneficiaries. Existing limits on actual charges (the maximum
allowable actual charge limits) would be modified by reducing the
charge limits by the dollar amount of the corresponding payment
reduction.

Section 109. Alternative Procedures.

Section 109 of the amendment (which amend Section 274(f) of
the 1985 Balanced Budget Act) amends the "fallback" procedures to
make clear that, under such procedures, only the OMB/CBO joint
reports from fiscal years 1990 through 1992 (but not the separate
OMB and CBO reports for fiscal years 1988 and 1989) would be sent
to the Temporary Joint Committee on Deficit Reduction.

Section 110. Permissible Maximum Deficit Amounts.

Section 110 of the amendment extends the expiration date in
Section 275 of the 1985 Balanced Budget Act by one year (through
fiscal 1992) and amends Section 3(7) of the Congressional Budget
Act of 1974 so as to revise the maximum deficit amounts (MDA). The
MDA of $108 billion for fiscal year 1988 is retained; the remaining
MDAs are as follows:

FY 1989 -- $108 billion;
FY 1990 -- $ 72 billion;
FY 1991 -- $ 36 billion; and
PY 1992 -- zero.

Additionally, the section amends Section 301(i) of the
Congressional Budget Act of 1974 to exempt from a point of order
any budget resolution recommending a deficit level in excess of the
applicable maximum deficit amount if the accompanying report (or
conference report) provides for at least $25 billion in deficit
reductions from the budget base estimate (based on laws in effect
on March 1).
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Section 111. Printing of Orders.

Section 111 of the amendment adds a new provision to Section
252 of the 1985 Balanced Budget Act requiring that presidential
sequester orders to printed in the Federal Register on the date
issued.

Section 112. Establishment of Statutory Limit on the Public Debt.

Section 112 of the amendment (which adds a new Section 312 to
the Congressional Budget Act of 1974) establishes Senate procedures
for the automatic passage, upon final agreement on a budget
resolution, of a House joint resolution modifying the statutory
limit on the public debt.

Section 113. Development of Common Baseline Projection.

Section 113 of the amendment (which amends 31 U.S.C. 1105)
encourages the OMB and CBO Directors to meet annually to develop a
common baseline projection to be used in preparing the President's
budget and the congressional budget resolution.

Section 114. Requirement With Respect to Fiscal Year 1989 Budget
Submission to Congress.

Section 114 provides that the President's budget for fiscal
year 1989 shall include proposed deficits for each of fiscal years
1989 through 1992 that do not exceed the maximum deficit amounts
underlying the sequestration process (and thus achieve a balanced
budget by fiscal year 1992).

Section 115. Budgetary Treatment of Transactions of the Thrift
Savings Plan.

Section 115 provides that in the Federal budget process the
receipts, investments, and disbursements of the Thrift Savings Plan
created by the Federal Employees Retirement System Act of 1986 and
administered by the Federal Retirement Thrift Investment Board
shall be treated as transactions of private individuals rather than
of the Federal Government.

Section 116. Economic Summit Conference.

States certain findings and the sense of Congress that the
President, together with the bipartisan leadership of the House and
Senate, shall convene a domestic economic summit conference to deal
with budgetary issues.

(This section-by-section analysis of the Rostenkowski proposal is
based on draft legislation of July 30, 1987.1

51-721 0 - 93 - 11
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V1 9 AALYSES O? F B ROSTZKlOWSKX PROPOSAL
BY CRO, CR8 AND GAO

CONGREWONAL IUOGIRTOWIC
UAL CONGRESS
WASHINGTON, DAL. M15

August 3. 1987

The Honorable Dan Rostenkowski, Chairman
Committee on Ways and Means
U.S. House of Representatives
Washington. D.C. 20515

Dear Mr. Chairman:

I am pleased to respond to your questions about your revised draft proposal to
amend the Balanced Budget and Emergency Defiq.tt Control Act. The answers
reflect the experience of the Congressional Budget Office (CBO) in preparing
the sequestration reports for 1986 and 1987.

To what extent are economic assumptions a factor in calculating the amount to
be reduced for FY 19887

For 1988, variations in economic assumptions would have no *effect on the
amount the deficit is to be reduced, which is set at $25 billion from the
budget base (roughly S36 billion from the CBO baseline).

The dratt proposal also provides that the amount of sequestration would be
reduced by the amount of any net deficit reduction enacted. Depending upon
the legislation, the estimate of the amount of this deficit reduction might
depend upon the economic assumptions used. For example, the amount of REA
loan prepayments would depend on the interest rate assumptions.

How much discretion would the President have in calculating the amounts
defense accounts are reduced? nondefense accounts?

The Administration would have discretion in computing the amount of the excess
deficit for years after 1988 and the amount of deficit reduction enacted. For
1989-1992, the choice of economic assumptions can have a substantial effect on
the base deficit estimates, as detailed in CBO's annual report. Once the
total amount of seqLastration is computed, however, the Administration would
have very little discretion in determining its distribution across budget
accounts.

Under the Balanced Budget Act, half of any deficit excess is to be eliminated
by reductions in defense programs, and half is to come from non-defense
programs. The uniform reduction percentages are calculated by dividing these
dollar amounts, after subtracting the nondefense savings from automatic
spending increase and special rule programs, by total estimated outlays
associated with sequesterable budgetary resources. The reductions in
budgetary resources equal the amount of sequesterable budgetary resources
times the uniform reduction percentages. The proposal constrains the estimate
of sequesterable outlays by limiting the variation in assumed spendout rates
and in Medicare and farm price support estimates. it limits the estimates of
sequesterable budgetary resources as follows.

(18)
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For defense programs, the bill would exempt military personnel accounts,
whereas this was an option for the President in 1986. The bill does not allow
any discretion in the reductions by program, project, or activity (PPA).
unlike 1986, where he could change the PPA allocations within certain limits.
Also, the President would no longer have the discretion to reduce obligated
balances in lieu of new budget authority or unobligated balances.

-For nondefense programs. about 80 percent of the outlays subject to across-
the-board reduction are for appropriated programs. In these cases the
sequesterable budgetary resource is a dollar amount specified in an
appropriation bill. Most of the remaining nondefense outlays subject to
across-the-board reduction--about 15 percent of the total--are for farm price
supports. The draft proposal requires that OMB's budgetary resource estimate
for farm price supports be within five perg.ent of the current services
estimate in the budget.

What are the restrictions which limit OMB discretion?

The bill retains the current provisions of the Balanced Budget Act that divide
the automatic reductions evenly between defense and nondefense programs and
that require equal percentage reductions within each category. The bill also
adds the following new restrictions on OMB discretion:

o Eliminating the conceptual differences between CBO and OMB in estimating
the deficit.

o Disallowing regulations promulgated after August 15 in computing the
deficit.

o Limiting the maximum sequestration to $36 billion.

o Requiring 1988 deficit reduction of $25 billion from the budget base
(roughly $36 billion from the CBO baseline).

o Limiting the variation in assumed spendout rates to one-half percent from
those used in the 1987 sequestration report.

o Requiring that outlay estimates for Medicare and farm price supports not
vary by more than 5 percent from the current services estimate in the
budget.

o Requiring OMB to explain and analyze deviations from the CBO report.

o Eliminating the option to sequester defense obligated balances.

o Expanding the scope of the GAO compliance report.
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To what extent can OMB change the spending priorities of the Congress; e.g.,
could OMB reduce Legal Services substantially to protect foreign aid?

Under the proposal, all nondefense programs not subject to special rules would
be reduced by the same percentage. For example, the Legal Services
appropriation could be reduced by no more than appropriations for foreign
assistance.

How much would the budget authority in defense accounts be reduced in FY 1988,
assuming maximum sequestration? non-defense accounts? How would CBO and OMB
estimates compare?

The proposal specifies a maximum sequestration of $36 billion. For defense
programs, CBO estimates that $36.9 billion In budget authority and $8.2
billion in unobligated balances would have to be sequestered to achieve outlay
savings of $18 billion. Using the outlay rates specified in the proposal, we
expect 0MB would estimate that $37.8 billion of budget authority and $8.2
billion of unobligated balances would have to be sequestered to save the same
amount.

For nondefense programs. CBO estimates that a reduction of $32.4 billion in
spending authority (new budget authority, obligation limitations, and other
spending authority) would be required. Based on our experience in 1987. we
expect that OMB's estimate would differ by less than $0.5 billion.

What is the maximum allowable variation in these budget authority reductions
as could be computed by OMB?

By varying its aggregate outlay rate by one-half percent. OMB could vary the
sequestration of defense budget authority by no more than $0.2 billion. By
varying its Medicare and farm price support estimates as well as its aggregate
outlay rate, OMB could vary the sequestration of nondefense spending authority
by up to $0.5 billion.

Sincerely,

Edward M. Gramlich
Acting Director
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O t OtCongressional Research Service
z The Library of Congress

Washington, D.C. 20540

3 August 87

TO : House Ways and Means Committee
Attention: Wendell Primus

FROM : Robert Keith
Specialist in American National Government
Government Division

SUBJECT : Restraints on Executive Discretion in the Sequestration
Process as Modified by the Rostenkowski Proposal

This memorandum briefly examines the restraints on executive
discretion in the sequestration process under the 1985 Balanced
Budget Act, as it would be modified by the Rostenkowski proposal,
with particular focus on actions occurring after the "excess
deficit" has been calculated. I/ Under the Act, the Office of
Management and Budget (OMB) and the Congressional Budget Office
(CBO) jointly issue sequestration reports to Congress (in which any
differences in their estimates are averaged) determining whether
there is an "excess deficit" and calculating the necessary spending
reductions to eliminate such an excess. The sequestration process
may be invoked if Congress enacts, under "fallback" procedures, a
joint resolution setting forth the contents of the OMB/CBO joint
report. If invoked, the sequestration process requires that the
President issue a sequester order making spending reductions
consistent with the OMB/CBO joint report.

1/ This analysis of the Rostenkowski proposal is based on a
discussion draft amendment (July 30, 1987) and a fact sheet,
"Specifications for GRH Amendments."
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Under existing law, OKB (as well as CBO) is afforded
significant discretion in estimating the amount of the "excess
deficit" and other baseline amounts for a fiscal year, primarily in
that it can use its own economic assumptions. Beyond this, the Act
specifies the methodology and certain technical assumptions to be
used in making baseline estimates and requires, where differences
occur, that OMB estimates be averaged with the CBO estimates. The
Rostenkowski proposal eliminates the averaging requirement for
fiscal years 1988 and 1989 (instead of a joint report, CBO reports
to OKB, which in turn reports to the President and Congress), but
limits the amount of required outlay reductions that may be
identified in a sequestration report to $36 billion (and a
potentially lesser amount referred to as the amount of unachievedd
deficit reduction").

Once these estimates have been made, further actions by the
executive to implement the sequestration process are constrained
under the Act at each stage of activity. Indeed, much of the
length and complexity of the Act derives from the many standards
and rules placed in the legislation to circumscribe and control
executive actions. The chief aim of these restraints is to ensure
that spending reductions are made uniformly across the range of the
thousands of individual programs covered by the process. With
regard to these implementing actions, the Rostenkowski proposal
retains the major features that restrain executive discretion and
adds certain features that restrain executive discretion further.
(These features are discussed in more detail below.)

Background

The Balanced Budget and Emergency Deficit Control Act of 1985
(Public Law 99-177), commonly referred to as the 1985 Batanced
Budget Act or the Cramm-Rudman-Hollings Act, sets goals for the
steady reduction of the deficit so that the Federal budget will be
in balance by fiscal year 1991. The Act establishes a "maximum
deficit amount" for each of six consecutive fiscal years, beginning
with $171.9 billion for fiscal year 1986, dropping to $1" billion
for fiscal year 1987, and declining by $36 billion a year
thereafter.
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Additionally, the Act contains emergency procedures, known
generally as sequestration, to eliminate any part of the deficit
for a fiscal year in excess of the maximum amount allowed (in the
case of fiscal years 1987 through 1990, the Act provides that the
projected deficit must exceed the maximum deficit amount by at
least $10 billion in order to trigger the sequestration
procedures).

As originally framed, the 1985 Balanced Budget Act established
an automatic spending-reduction process that would be triggered if
the Comptroller General issued to the President a sequestration
report projecting an excess deficit. Court rulings in 1986
invalidated the Comptroller Ceneral's role in the triggering
procedu', thereby bringing into play "fallback" procedures in the
Act that allow Congress to invoke sequestration by enacting a joint
resolution conforming to the OKB/CBO sequestration report.

Under the current sequestration process, the executive
performs three basic functions for each of the fiscal years covered
by the Act: (1) OB prepares jointly with CBO an initial and a
final sequestration report; (2) the President issues an initial and
final sequester order, if required to do so by the "fallback"
procedures; and (3) executive agencies implement spending
reductions as directed by the presidential sequester orders.
Restraints on executive discretion in the sequestration process, in
existing law and as proposed by the Rostenkowski amendment, are
discussed below arccording to these three stages of activity.

Preparation and Issuance by OMB of Sequestration Reports

Under existing law, OB and CBO jointly issue initial (August
20) and final (October 5) reports that may be used to trigger
sequestration under the fallback procedures involving the enactment
of a joint resolution. The Rostenkowski proposal modifies this
approach for fiscal year 1988 and 1989 by making CBO report to OMB
(on August 20 and October 10), which in turn reports to the
President (on September 1 and October 15). In these two years, the
OMB report could automatically trigger a presidential sequester
order. (Additionally, the Rostenkowski proposal extends the goal
of budgetary balance by one year, to fiscal year 1992, and
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reinstitutes a triggering procedure involving the Comptroller
General for fiscal years 1990 through 1992.)

In preparing an initial or final sequestration report under
current law, OMB is constrained by statutory provisions pertaining
to the coverage of the process, the definition of budgetary
resources, the methodology for constructing baseline estimates, -and
rules for determining sequestration calculations. All of these
features are retained by the Rostenkowski proposal.

First, many specific programs or types of activities that are
exempt from sequestration are listed, in some cases by budget
account title and number, in Section 255; also, programs in which
only the yearly "automatic spending increase" is subject to
reduction are similarly listed in Section 257. 2/ (The President
was given authority for fiscal year 1986 only to exempt military
personnel accounts.)

Second, budgetary resources (the object of the spending
reductions, which yield estimated outlay savings) are defined for
defense and nondefense programs. For example, new budget authority
is a budgetary resource for both types of programs, while
unobligated balances are a budgetary resource for defense programs
but not nondefense programs.

Third, the method of constructing the baseline estimates is
set forth in detail. Section 251(a)(6), for example, provides that
current law shall be assumed to continue with respect to revenues
and entitlements, that the past year's level of appropriations
shall be assumed if the appropriations for the new fiscal year have
not yet been enacted, and that Federal pay adjustments shall be
assumed at the levels recommended by the President (within certain
limitations).

Fourth, the rules for determining sequestration calculations
are stipulated in considerable detail. For example, one-half of

2/ many of the "automatic spending increase" programs listed
in this section have been exempted from sequestration by Section
7001 of Public Law 99-509, the Omnibus Budget Reconciliation Act of
1986.
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the outlay savings must come from defense programs, and the other
one-half must come from nondefense programs. The amount of savings
from covered programs with automatic spending increases is
calculated and the savings are credited equally to defense and
nondefense programs. For defense programs, the remaining required
savings are achieved by applying a uniform reduction percentage to
the covered accounts. For nondefense programs, calculations of
savings from specified programs covered by special rules are made
next, then the remaining required savings are achieved by applying
a uniform reduction percentage to the covered accounts.

The final sequestration report mWst reflect changes
attributable to laws enacted in the interim since the initial
report was issued and must be based on the same assumptions and
methodologies employed in preparation of the initial report.

The Rostenkowski proposal clarifies certain applicable
provisions of the Act (e.g., with regard to constructing the
baseline estimates, it resolves some of the major conceptual
disagreements between OMB and CBO by directing them to assume that
annually app.ropriated entitlement programs are fully funded, that
funds for Federal pay raises are included, that advance farm
deficiency payments are paid, and that asset sales will occur only
if a final notice of sale is published in the Federal Register by
August 15).

Also, the proposal imposes new restrictions (such as providing
that the amount of excess deficit indicated in a sequestration
report not exceed $36 billion, and requiring that OMB not assume
aggregate outlay rates for defense and nondefense programs that
deviaxe-by more than one-half percent from those used in the
OMB/CBO sequestration reports for fiscal year 1987); adds to the
list of exemptions (principally military personnel accounts); and
alters special rules for making calculations (increasing the limit
on Medicare reductions from 2 to 4 percent).

Finally, the proposal requires that OB identify and explain
in detail any significant differences between its estimates and
calculations and those of CBO (using the same economic and
technical assumptions and methodologies as were used by CBO).
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Issuance by the Freesident of a Sequester Order

Section 252 of the Act directs the President to issue a
sequester order based on an initial or final sequestration report
(or, as Section 274(f) provides# an initial or final sequestration
resolution enacted under the falLback procedures) 3/ and that it
"must be consistent vith such report [or resolution] in all
respects." The order must provide for reductions in accounts as
specified in the sequestration report (or resolution), and must
provide for uniform reductions within accounts for each "program,
project, and activity" (for programs funded by annual
appropriations) or "budget activity" (for programs funded by other
mans). 4/

Section 252(a)(3) states in part:

The President may not modify or recalculate any
of the estimates, determinations, specifications,
bases, amounts, or percentages set forth in the
report . . . in determining the reductions to be
specified in the order with respect to programs,
projects, and activities, or with respect to budget
activities, within an account . .*.

Congress included in Section 252 two provisions of a general
nature intended to circumscribe further the President's authority
in the process.

3/ Upon the issuance of an initial sequester order, the
President must send a message to Congress providing supporting
details. Section 252(c) authorizes the President to submit, as
part of such a message, an alternative plan for deficit reduction.
The plan is advisory; the Act provides no procedures for its
cons iderat ion.

Q4/ Programs, projects, and activities (PPAs) in defense
accounts are specified in the sequestration report; PPAs for
nondefense programs are defined in annual appropriations acts and
accompanying documentation. Budget activities are defined in the
appendix to the President's budget.
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Section 252(d) provides:

No action taken by the President under
subsection (a) or (b) of this section shall have
the effect of eliminating any program, project, or
activity of the Federal Covernment.

Section 252(e) provides:

Nothing in the preceding provisions of this
section shall be construed to give the President
new authority to alter the relative priorities in
the Federal budget that are established by law,
and no person who is or becomes eligible for benefits
under any provision of law shall be denied
eligibility by reason of any order issued under this
part.

The Rostenkowski proposal leaves these provisions intact and
imposes an important new restriction by barring the President from
issuing a sequester order if Congress has enacted during the year
legislation achieving net deficit reduction of at least $25
billion. A determination of the net deficit reduction achieved
through legislative action is made by OHB in its sequestration
reports, according to methodology for constructing baseline
estimates already prescribed in the Act. (The restriction that the
amount of excess deficit indicated in a sequestration report may
not exceed $36 billion also serves to limit the size of the deficit
reduction that the President may direct in a sequester order.)

Implementation of the Sequester Order by Executive Agencies

Under existing sequestration procedures, executive agencies
must immediately carry out the presidential sequester order by
making the required reductions in programs, projects, and
activities (PPAs) or budget activities. Defense PPAs are specified
in the sequestration report; for nondefense PPAs or budget
activities, agencies must make the reductions in accordance with
the definitions provided in annual appropriations acts and
accompanying documentation, or the appendix to the President's
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budget as appropriate. The Rostenkowski proposal does not alter
this formulation.

The amount of discretion afforded agencies in making the
reductions within each account depends on the degree to which the
PPAs or budget activities have been specified. In implementing the
fiscal year 1986 sequester orderp for example, the Department of
Health and Human Services reduced each of its accounts subject to
the uniform reduction by the required 4.3 percent. In one covered
account--the Centers for Disease Control--$20 million in reductions
(4.3 percent of about $470 million in total funding) were applied
evenly to 23 separate PPAs. In the case of the Federal Bureau of
Investigation (FBI), however, more than 90 percent of its funding
yes in a single PPA. Although that PPA was reduced by the required
4.3 percent, the FBI was able to reduce elements within the one
large PPA by widely varying amounts--investigative programs by 1.6
percent and technical field support and equipment by 22 percent. S/

Section 253 of the Act requires the Comptroller General to
issue a report by November 15 (April 1 in the case of 1986)
reviewing agency compliance with the sequester order. In the
compliance report for the fiscal year 1986 sequester, the
Comptroller General concluded that, despite minor problems, "the
correct amounts of budgetary resources were removed from all budget
accounts" and that the goals of the Act were "substantially
fulfilled." 6/

The Rostenkowski proposal augments the requirement for a
compliance review by the Comptroller General. In addition to
reviewing the implementation of a sequester order, he must also
review whether the OMB sequestration report accurately set forth
the differences with the CBO report.

5/ Department of Justice Appropriation Authorization Act,
Fiscal Year 1987, House Report No. 99-611 (May 22, 1986), page 9.

6/ Compliance Report for FY 1986: Balanced Budget and
Emergency Deficit Control Act of 1985. Report No. GAO/OCG-86-2.
March 31, 1986.
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ComptroUer General
of the United States
WaaldnwOn. D.C 20548

July 20, 1987

The Honorable Dan Rostenkowski
Chairman, Committee on Ways

and Means
House of Representatives

Dear Mr. Chairman:

This is in response to your' request that we give you our
assessment of the extent of the discretion vested in the President
and the Director of the Office of Management and Budget (OMB) in
implementing their responsibilities under the Balanced Budget and
Emergency Deficit Control Act of 1985.

Implementation of the Act as it is presently structured requires
adherence to a detailed set of requirements specified in the Act.
Notwithstanding this detailed guidance, implementing the Act still
requires forecasting and estimating, two important areas which are
left to the professional judgment of the implementers. The
development of the underlying economic forecast and estimating the
effect of that forecast on the budget, and particularly on
revenues, involves a substantial element of discretion. Prior
experience under the Act makes it clear that judgments in this
area can materially affect the estimate of the deficit and thus
the size of any required sequester.

Outlay estimating involves such matters as spendout rates in
appropriated programs and the projected requirements of
entitlement programs. In this case, too, the exercise of judgment
can have a material effect on the amount of the required
sequester, if any.

It is important to recognize the extent to which small differences
in the forecasts and estimates are magnified by the way the Act
operates. For example, a one percent difference in revenue
estimates is quite small under most circumstances. Yet that one
percent change can represent a difference in the deficit of almost
$10 billion, with very material effects on the amount of any
required sequester.

The discretion available to the President and OMB with regard to
the economic forecasts, the revenue estimates and the outlay
estimates would affect primarily the amount of any required
sequester, rather than its allocation among programs. The way the
calculations are required to be performed, particularly the fixed
distribution of the reductions between defense and non-defense
programs, severely constrains the ability to shift the burden of
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the reductions between those groups of programs. For example,
lowering the estimated spendout rate for one group of programs
could reduce the estimated deficit and thus reduce the overall
sequester required to achieve the target. However, if a sequester
were still required, the lowered spendout rate would automatically
generate a higher percentage sequester against the budgetary
resources supporting that group of programs.

We see no lawful way in which the burden of a sequester could be
shifted in any material fashion from defense to non-defense
programs or vice versa. Nor does there appear to us to be any way
under this Act to shift the burden among accounts within those
groups. Once the requirement for a sequester has been determined,
the same percentage reduction must be made in all sequesterable
budgetary resources within each broad category of programs. As
the Act is currently written, it would not permit applying one
percentage reduction rate to Legal Services budgetary resources,
for example, while applying another to Foreign Assistance.

In our view, in the absence of changes in the Act to authorize
such action, sequestering an amount in excess of the uniform
percentage rate would be a rescission under the Impoundment
Control Act. Spending funds in excess of that remaining after
applying the required percentage reduction would violate the
Economy Act, which prohibits the obligation of funds in excess of
amounts appropriated. These constraints, of course, would apply
to the implementation of the Act, itself. They would not preclude
such actions as reprogramming, subsequent rescissions, or
supplemental appropriations, any of which might have the effect of
materially altering the results after the sequester process is
completed.

Please let us know if we can be of any further assistance in this
matter.

Sincerely yours,

Charles A. Bowsher
Comptroller General
of the United States

NOTE: THIS LETTER DOES NOT REFLECT THE CHANGES
MADE IN THE PROPOSAL RELATING TO THE SEQUESTRATION
AMOUNT FOR FISCAL YEAR 1988.
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VII. DRAMF LANGUAGE

JULY 30. 1987

AMENDMENT

1 TITLE I--BUDGET PROCESS REFORM

2 SEC. 101. REFEPEICES IN TITLE.

3 Except as otherwise specifically provided, whenever in

4 this title an amendment is expressed in terms of an amendment

5 to or repeal of a section or other provision, the reference

6 shall be considered to be made to that section or other

7 provision of the Balanced Budget and Emergency Deficit

8 Control Act of 1985.

9 SEC. 102. AUTOMATIC TRIGGER FOR FISeAL YEARS 1988 AND 1989:

10 OMB AND CBO REPORTS.

11 (a) DIRECTORS' REPORTS FOR FISCAL YEARS 1990, 1991, AND

12 1992.--Section 251(a)(2) of the Act is amended by striking

13 out "'The'' and by inserting in lieu thereof 4'(A) In the

14 case of fiscal years 1990, 1991, and 1992, based on the

15 estimates and determinations required in paragraph (1),

16 the";

17 (b) REPORTS OF EACH DIRECTOR FOR FISCAL YEARS 1988 AND

18 1989.--(l) Section 251(a)(2) of the Act is amended by

19 inserting at the end thereof the following:

20 '(B)(i) In the case of fiscal years 1988 and

(31)
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1 1989, the Director of the Congressional Budget Office

2 (in this part referred to as the *Director of CBO')

3 shall issue a report to the Director of OMB on August

4 20 of the calendar year in which the fiscal year

5 begins containing the information required in

6 subparagraph (A) for such fiscal year.

7 (ii)(1) In the case of fiscal years 1988 and

8 1989, the Director of the Office of Management and

9 Budget (in this part referred to as the *Director of

10 OMB') shall issue a report to the President and the

11 Congress on September 1 of the calendar year in which

12 the fiscal year begins containing the information

13 required in subparagraph (A) for such fiscal year. In

14 addition, if the report is predicated upon different

15 economic or technical assumptions or methodologies

16 than those utilized by the Director of CBO in the

17 preparation of the report issued under clause (i) for

18 the fiscal year, then the report issued under this

19 clause shall also set forth, by sequesterable

20 resource, for non-defense programs and, by

21 sequesterable resource, for defense programs the

22 amount of reductions taken in accordance with the

23 succeeding provisions of this part (as estimated by

24 the Director of OMB) for the fiscal year but

25 utilizing the same economic and technical assumptions
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1 and methodolggies- as the report issued under clause

2 (1) for the fiscal year, and, if different from the

3 amount of reductions calculated pursuant to the first

4 sentence of this clause, shall identify and explain

5 all resulting differences. If the amounts calculated

6 in the preceding sentence for aggregate defense

7 sequesterable resources and aggregate non-defense

8 sequesterable resources differ from the estimates of

9 the Director of 04B for aggregate defense

10 sequesterable resources and aggregate non-defense

11 sequesterable resources then the report issued under

12 this clause shall explain the reasons for such

13 difference. If the aggregate amount of required

14 outlay reductions is different from such amount as

15 set forth in the report issued under clause (i) for

16 the fiscal year, then the report issued under this

17 clause shall explain the reasons for such difference.

18 If the aggregate amount of resources to be

19 sequestered from defense accounts by type of

20 sequesterable resource or from non-defense accounts

21 by sequesterable resource differs from the amounts to

22 be sequestered under the report issued under clause

23 (i), then the report issued under this clause shall

24 explain the reasons for such difference. If the

25 sequesterable resource for any account which is to be
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1 reduced under this report differs by at least

2 $5,000,000 and 1 percent from the amount for the same

3 account under the report issued under clause (i) for

4 the fiscal year, then the report issued under this

5 clause shall identify and explain each such

6 difference.

7 (II) In the report for a fiscal year issued

8 under this clause, the Director of 04B shall ensure

9 that the aggregate outlay rate for defense programs,

10 calculated using data on sequesterable resources and

11 account outlay rates applicable to such fiscal year,

12 shall not differ by more than one-half of 1

13 percentage point from such aggregate outlay rate

14 calculated using the same data on sequesterable

15 - resources but using account outlay rates based on the

16 data contained in the report submitted under this

17 paragraph for fiscal year 1987 as proposed by the

18 Director of OMB. The restrictions in this clause

19 regarding aggregate defense outlay rates shall apply

20 in the same manner to aggregate non-defense outlay

21 rates. For purposes of this clause, an aggregate

22 outlay rate shall be the average of account outlay

23 rates (expressed as a percentage) with each account

24 outlay rate given a weight that is proportional to

25 its share of total sequesterable resources. An
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1 account outlay rate shall be the ratio of

2 sequesterable outlays to sequesterable resources for

3 a budget account.

4 "'(III) The report issued under this clause for

5 any fiscal year may not assume aggregate outlays for

6 Medicare or the Commodity Credit Corporation either

7 of which deviates by more than 5 percent from the

8 amount estimated for such program in the current

9 services budget submitted by the President pursuant

10 to section 1109(a) of title 31, United States Code,

11 for such fiscal year not taking into account

12 legislation enacted or regulations prescribed after

13 such report is submitted. In the case of the

14 Commodity Credit Corporation, if the current services

15 - budget does not assume advance deficiency payments

16 are made to producers of wheat, feed grains, cotton,

17 and rice, then for purposes of this subclause, the

18 current services budget shall be adjusted to assume

19 such payments.

20 "%(IV) The calculations of the excess deficit,

21 the required outlay reductions, and the amounts and

22 percentages by which budget accounts must be reduced

23 shall each be based upon the same economic and

24 technical assumptions.'.

25 (2) Section 257 of the Act is amended by inserting at the
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1 end thereof the following:

2 %%(9) The term "seuesterable resource' means new

3 budget authority, unobligated balances, obligated

4 balances, new loan guarantee commitments, new direct loan

5 obligations, and spending authority as defined in section

6 401(c)(2) of the Congressional Budget Act of 1974 for

7 programs, projects, and activities that are not exempt

a from a reduction or sequestration under this tpart.''.

9 (c) REPORT TO PRESIDENT AND CONGRESS BY COMPTROLLER

10 GENERAL FOR FISCAL YEARS 1990, 1991, AND 1992..--Section

11 251(b)(1) of the-Act is amended by striking out "'The'' and

12 by inserting in lieu thereof "In the case of fiscal years

13 1990, 1991, and 199.2, the'';

14 (d) REVISED ESTIMATES, DETERMINATIONS, AND REPORTS$--

15 - (1) REPORT BY.OMB AND CBO FOR FISCAL YEARS 1990t

16 1991, AND l 9 9 2 .-- Section 251(c)(1) of the Act is

17 amended--

18 (A) by inserting %%FOR FISCAL YEARS 1990t 1991,
19 AND 1992"' after "'CBO"in Its side heading; and

20 (B) by striking out "'On October 5 of the fiscal

21 year (except in the case of the fiscal year 1986)"

22 and by inserting in lieu thereof "'On October 5 of

23 fiscal years 1990, 1991, and 1992''.

24 (2) REPORT BY COMPTROLLER GENERAL FOR FISCAL YEARS

25 19909 1991v AND 199 2 ,--Section 251(c)(2) of the Act is
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1 amended--

2 (A) by inserting "'FOR FISCAL YEARS 19909 1991.

3 AND 1992"o after "'COMPTROLLER GENERAL" in its side

4 heading; and

5 (B) by striking out 'On October 10 of the fiscal

6 year (except in the case of the fiscal year 1986)"'

7 and by inserting in lieu thereof "'On October 10 of

8 fiscal years 1990, 1991, and 1992"'.

9 (3) REPORT BY CBO AND OMB FOR FISCAL YEARS 1988 AND

10 1 98 9.--Section 251(c) is amended by inserting at the end

11 thereof the following:

12 '(3) REPORTS BY CBO FOR FISCAL YEARS 1988 AND

13 19 89 .-- On October 10 of fiscal years 1988 and 1989, the

14 Director of CBO shall issue a revised report to the

15 Director of 014B---

16 "'(A) indicating whether and to what extent, as a

17 result of laws enacted after August 15 of the

18 calendar year in which the fiscal year begins, the

19 aggregate amount of required outlay reductions

20 identified in the report submitted under such -

21 subsection has been eliminated, reduced, or

22 increased, and

23 "'(B) adjusting the determinations made under

24 subsection (a)(2)(B)(i) to the extent necessary.

25 '(4) REPORTS BY OMB FOR FISCAL YEARS 1988 AND
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1 19 8 9 ,--On October 15 of fiscal years 1988 and 1989, the

2 Director of OMB shall submit to the President and the

3 Congress a report revising the report issued under

4 section 251(a)(2)(B)(ii), adjusting the estimates,

5 determinations, and specifications contained in the

6 report to the extent appropriate in light of the revised

7 report issued by the Director of CBO under paragraph

8 (3)(A). This report shall contain all of the

9 determinations and comparisons required in, and shall. be

10 based on the same economic and technical assumptions,

11 employ the same methodologies, and utilize the same

12 definition of the budget base and the same criteria and

13 guidelines as, the report issued under section

14 251(a)(2)(B)(ii).".

15 - (4) CONFORMING AMENDMENTS.--(A) Section 254(b)(1)(A)

16 of the Act is amended by inserting "'or by the Director

17 of OMB under section 251(c)(4)" after "'section

18 251(c)(2)".

19 (B) The first sentence of section 251(a)(5) is

20 amended by striking out "'The' and by inserting in lieu

21 thereof "In the case of fiscal year 1990, 1991, or 1992,

22 the".

23 SEC. 103. AUTOMATIC TRIGGER FOR FISCAL YEARS 1988 AND 1989:

24 PRESIDENTIAL ORDER.

25 (a) ISSUANCE OF INITIAL ORDER,--Section 252(a)(1) of the
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1 Act is amended by inserting after "'section 251(b)'" the

2 following: ''in the case of fiscal year 1990# 1991, 1992, or

3 following the submission of the report by the Director of 014B

4 under section 251(a)(2)(B)(ii) in the case of fiscal-year

5 1988 or 1989" and by inserting a comma after "'September

6 1'o.

7 (b) ISSUANCE OF FINAL ORDER,--

8 (1) IN GENERAL,--Section 252(b)(1) of the Act is

9 amended--

10 (A) by inserting after "'section 251(c)(2)°" the

11 first time it appears therein the following: "'in the

12 case of fiscal year 1990, 1991, or 1992 or following

13 the submission of the report by the Director of 014B

14 under section 251(c)(4) in the case of fiscal year

15 1988 or 1989'';

16 (B) by inserting after "'section 251(c)(2)" the

17 second and third times it appears therein the

18 following: "'or by the Director of OMB in the revised

19 report submitted under section 251(c)(4), as the case

20 may be"', and by inserting a comma before 'but' in

21 the first sentence thereof;

22 (C) by inserting "'or section 251(c)(4), as the

23 case may be,' after 'section 251(c)(2) the fourth

24 time it appears therein; and

25 (D) by inserting "'or section 251(a)(2)(B)(ii),
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1 as the case may be,# after '*section 251(b)'.

2 (2) ORDER REQUIRED IF NECESSARY REDUCTIONS ARE

3 MADE,--Section 252(b)(2) of the Act is amended--

4 (A) by inserting after "'section 251(c)(2)"' the

5 following: ''in the case of fiscal year 1990, 1991,

6 or 1992, or the Director of OMB issues a revised

7 report under section 251(c)(4) in the case of fiscal

8 year 1988 or 1989"'; and

9 (B) by inserting "'or the Director of OMB under

10 section 251(a)(2)(B)(ii), as the case may be, after

11 "%section 251(b)''.

12 (c) CONFORMING AMENDMENT.--Section 252(a)(3) of the Act

13 is amended by inserting "'OR DIRECTOR OF OMB S REPORT after

14 "'REPORT" in its side heading and by inserting "4or section

15 251(a)(2)(B)(ii) (as the case may be)'" after "'section

16 251(b)" in its first sentence.

17 (d) SEQUESTRATION OF PART-YEAR APPROPRIATIONS.--Section

18 252 of the Act is amended by inserting at the end thereof the

19 following new subsection:

20 '(f) PART-YEAR APPROPRIATIONS.--

21 ''(1) EFFECT OF FINAL ORDER ON PART-YEAR

22 APPROPRIATION.--If, at the time the President issues a

23 final order for any fiscal year, there is in effect an

24 Act making or continuing appropriations for part of the

25 fiscal year for any budget account which is subject to
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1 reduction under the order, then the amount sequestered

2 upon issuance of the order for that account shall be

3 equal to the reduction amount for such account required

4 by the final order multiplied by a fraction the numerator

5 of which is the number of days during the fiscal year

6 with respect to which the Act applies and the denominator

7 of which is 365.

8 "%(2) EFFECT OF SUBSEQUENT APPROPRIATION ON FINAL

9 ORDER.--(A) If, after the issuance of a final order for a

10 fiscal year under subsection (b), an Act referred to in

11 paragraph (1) is extended or an Act making or continuing

12 appropriations for part of the fiscal year for the

13 account is enacted, then additional amounts determined in

14 the same manner shall be sequestered. Upon enactment of a

15 full-year appropriation (including a continuing

16 appropriation for the full year) for the account the full

17 amount of the reduction required by the final order,

18 adjusted to take account of amounts already cancelled,

19 shall be seqtrestered.

20 (B) The Director of OMB shall issue a report

21 detailing the amounts, by budget account, sequestered

22 under this paragraph, not later than the close of the

23 10th calendar day beginning after the date of enactment

24 of any Act referred to in this paragraph.

25 (3) EFFECTIVE DATE OF SEQUESTRATIONS.--Amounts

/
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1 required to be sequestered by the President under

2 paragraph (1) 'or (2) shall be sequestered not later than

3 the close of the fifth calendar day beginning after the

4 date of enactment of the relevant Act referred to in

5 paragraph (1) or (2).".

6 SEC. 104. COMPUTATION OP THE BUDGET BASE.

7 (a) AMENDMENTS TO THE BUDGET BASE.--Section 251(a)(6) of

8 the Act is amended--

9 (1) by striking out subparagraph (A) and. by inserting

10 in lieu thereof the following:

11 %'(A) assuming (subject to subparagraph (C)) the

12 continuation of current revenue law and, in the case

13 of spending authority as defined in section 401(c)(2)

14 of the Congressional Budget Act of 1974, funding for

15 current authorization laws at levels sufficient to

16 fully make all payments authorized or required under

17 such laws to all individuals or entities authorized

18 to receive such payments;"

19 (2) in subparagraph (D) by striking out clause (i)

20 and by inserting in lieu thereof the following: %%(i)

21 that, in addition to amounts specified in subparagraphs

22 (A), (B), and (C), appropriations to cover the costs of

23 Federal pay adjustments for statutory pay systems and

24 elements of military pay will be in the amounts estimated

25 by the President in the most recent budget transmission
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1 under section 1105 or section 1106 of title 31, United

2 States Code (but shall not be negative amounts); and";

3 and

4 (3) by striking out '*and'' at the end of

5 subparagraph (C), by striking out the period at the end

6 of subparagraph (D) and inserting in lieu thereof a

7 semicolon, and by adding at the end thereof the following

8 new subparagraphs:

9 "'(E) assuming that all advance deficiency

10 payments to producers of wheat, feed grains, cotton,

11 and rice under the Agricultural Act of 1949 are paid

12 pursuant to the same payment schedule that existed

13 for such payments in fiscal year 1987; and

14 (F) assuming that the sale of an asset by the

15 Federal Government will occur during a fiscal year

16 only if a final notice of sale during such fiscal

17 year (including a description of the asset to be sold

18 and the date of the sale) is published in the Federal

19 Register by August 15 of the calendar year in which

20 such fiscal year begins.".

21 (b) CONFORMING AMENDMENT TO THE CONGRESSIONAL BUDGET ACT_

22 OF 1974.--Section 401(c) of the Congressional Budget Act of

23 1974 is amended by inserting at the end thereof the following

24 new paragraph:

25 (3) For purposes of paragraph (2)(C), the term



344

44

1 payments- also includes payments to any person or

2 government that are required under terms of an

3 authorization law, notwithstanding the existence or level

4 of annual appropriations in satisfaction of such

5 requirement.*".

b SEC. 105. SEQUESTRATION RULES FOR FISCAL YEARS 1988 THROUGH

7 1992.

8 (a) MAXIMUM AMOUNT SUBJECT TO SEQUESTRATION.--That part

9 of section 251(a)(3) of the Act which precedes subparagraph

10 (B) is amended to read as follows:

11 "'(3) DETERMINATION OF REDUCTIONS.--(A) The aggregate

12 amount of required outlay reductions and the amounts and

13 percentages by which budget accounts must be reduced for

14 a fiscal year shall be determined as follows:

15 - (i) The aggregate required outlay reductions

16 shall be--

17 (I) zero for fiscal year 1989, 1990, or

18 1991 if the excess deficit for such fiscal year

19 is less than $10,000,000,000;

20 ''(II) zero for fiscal year 1992 if there is

21 no excess deficit; or

22 "%(III) the amount of unachieved deficit

23 reduction for fiscal year 1988, or the lesser of

24 the deficit excess or the amount of unachieved

25 deficit reduction for fiscal year 1989, 1990,
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1 1991, or 1992.

2 The unachieved deficit reduction for a fiscal year

3 shall be the amount, if any, by which net deficit

4 reduction for a fiscal year falls short of

5 $25,000,000,000, but sUch unachieved deficit

6 reduction shall not exceed $36,000,000,000. Net

7 deficit reduction for a fiscal year shall be the

8 amount of the estimated deficit for such fiscal year

9 based on laws in effect on, and regulations

10 prescribed by, August 15 (in the case of initial

11 reports submitted under subsection (a)), October 5

12 (in the case of the final reports submitted under

13 subsection (c)) for fiscal year 1990, 1991, and 1992,

14 or October 10 (in the case of final reports submitted

15 under subsection (c) for fiscal year 1988 and 1989)

16 of the calendar year in which such fiscal year

17 begins, as measured by using the budget base

18 specified in paragraph (6), subtracted from the

19 amount of the estimated deficit for such fiscal year

20 based on laws and regulations in effect on March 1 of

21 such calendar year as measured by using the budget

22 base specified in paragraph (6). Both such deficit

23 estimates for a fiscal year shall be made using the

24 same economic and technical assumptions.

25 (ii) The amounts and percentages by which
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1 budget accounts must be reduced for a fiscal year

2 shall be calculated by dividing the aggregate amount

3 of required outlay reductions into halves.".

4 (b) CONFORMING AMENDMENTS.--

5 (1) Section 251 of the Act is amended--

6 (A) in subsection (a)(1) by striking out "'and"

7 at the end of subparagraph (B), by redesignating

8 subparagraph (C) as subparagraph (D), and by

9 inserting after subparagraph (0) the following new

10 subparagraph:

11 "%(C) estimate the amount of net deficit reduction in

12 the budget base that has occurred since March 1 of the

13 calendar year in which such fiscal year begins, and";

14 (B) in subsection (a)(2)(A) by inserting

15 - "estimating the amount of net deficit reduction in

16 the budget base that has occurred since March 1 of

17 the calendar year in which such fiscal year begins,'

18 before "'specifying" the first place it occurs

19 therein;

20 (C) in subsection (a)(3)(B) by striking out %'the

21 reductions necessary to eliminate one-half of the

22 deficit excess for the fiscal year (as adjusted under

23 subparagraph (A)(ii) in the case of fiscal year

24 1986)'" and inserting in lieu thereof "'one-half of

25 the required outlay reductions , and by striking out
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1 the reductions necessary to eliminate the other

2 half of the deficit excess (or the adjusted deficit

3 excess, in the case of fiscal year 1986)" and

4 inserting in lieu thereof "'the other half of the

5 required outlay reductions'';

6 (I3-in-subsection (a)(3) by repealing

7 subparagraphs iC), (D), and (E) and by inserting in

8 lieu thereof the following new subparagraph:

9 (C) The maximum amount by which outlays for

10 automatic spending increases scheduled to take effect

11 during the fiscal year are to be reduced shall be

12 determined."'

13 (E) in-subsection (a)(3) by redesignating

14 subparagraph (F) as subparagraph (D) and by amending

15 such clause (i) of such subparagraph by striking out

16 the dash and subclauses (I) and (II) and by inserting

17 in lieu thereof , the amount of the reductions

18 determined under subparagraph (C)'';

19 (F) in subsection (a)(4)(A) by striking out "'the

20 amount by which" and all that follows thereafter

21 through of that section),

22 (G) in subsection (b)(1) by inserting

23 estimating the amount of net deficit reduction in

24 the budget base that has occurred since March 1 of

25 the calendar year in which such fiscal year begins,"
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1 before "'specifying" the first place it occurs

2 therein;

3 (9) in subsection (b)(1) by striking out

4 ''eliminate such deficit excess (or adjusted deficit

excess, in the case of fiscal year 1986) and by

6 inserting in lieu thereof "'make the reductions

7 required by this part'"; and

8 (I) in subsection (c)(1) by striking out the

9 dash, by striking out subparagraphs (A) and (B) and

10 inserting in lieu thereof "'adjusting the

11 determinations made under subsection (a) to the

12 extent necessary.", and by striking out '(except

13 that subdivision (II) of paragraph (6)(D)(i) of such

14 subsection shall not apply)";

15 (2) Section 252 of the Act rs amended--

16 (A) in subsection (a)(1) by striking out which

17 identifies" and all that follows- thereafter through

18 "'1986)'" the first time it occurs therein and by

19 inserting in lieu thereof '"that identifies aggregate

20 required outlay reductions greater than zero for such

21 fiscal year"', and by striking out ''eliminate the

22 full amount of the deficit excess" and by inserting

23 in lieu thereof "'make all the reductions and

24 sequestrations specified in such report",-

25 (B) in subsection (a)(1)(B) by striking out
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1 eliminates the remainder of such deficit excess (or

2 adjusted deficit excess, in the case of fiscal year

3 1986) by sequestering" and by inserting in lieu

4 thereof -sequesters'';

5 (C) in subsection (b)(1) by striking out

6 eliminate the full amount of the deficit excess as

7 identified'' and by inserting in lieu thereof %%make

8 all of the reductions and sequestrations specified"';

9 (D) in subsection (b)(2) by striking out "'the

10 excess deficit'' and all that follows thereafter

11 through "eliminated" and by inserting in lieu

12 thereof ""no further deficit reduction is necessary

13 to fully satisfy the requirements of section

14 251(a)(3)(A)

15 SEC. -106. COMPLIANCE REPORT BY COMPTROLLER GENERAL.

16 Section 253 of the Act is amended--

17 (1) by inserting before the period at the end thereof

18 the following: , and in the case of fiscal years 1988

19 and 1989, reviewing the reports of the Director of OMB

20 under sections 251(a)(2)(B)(ii) and 251(c)(4), including

21 their compliance with the requirements of the Act with

22 respect to setting forth differences betweensuch reports

23 and the reports of the Director of CBO under sections

24 251(a)(2)(B)(i) and 251(c)(3)";

25 (2) by striking out "'(or on or before April 1, 1986,

51-721 0 -• 93 - 12
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1 in the case of fiscal year 1986)"; and

2 (3) by inserting at the end thereof the following:

3 At the close of each calendar quarter, the Comptroller

4 General shall submit to the Congress and the President a

5 report on the extent to which any such order for a fiscal

6 year is, in effect, modified as the result of the

7 enactment of any law after October 10 of the fiscal
I

8 year.".

9 SEC. 107. EXt-IPT PROGRAMS AND ACTIVITIES.

10 (a) CLARIFYING AMENDMENTS.--(1) Section 255(h) of the Act

11 is amended by including after the item relating to child

12 nutrition the following new item:

13 '%Commodity supplemental food program (12-3512-0-

14 1-605);".

15 12) Section 255(g)(1) of the Act is amended by inserting

16 after the item relating to the Tennessee Valley Authority the

17 following new item:

18 Washington Metropolitan Area Transit Authority

19 (46-0300-0-1-401);".

20 (b) EXEMPTION FOR MILITARY PERSONNEL ACCOUNTS.--Section

21 255 of the Act is amended by redesignating subsection (i) as

22 subsection (J) and by inserting after subsection (h) the

23 following new subsection:

24 "'(i) MILITARY PERSONNEL ACCOUNTS,--All military

25 personnel accounts shall be exempt from reduction from any
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1 order issued under this part.".

2 (c) AMENDMENTS To SPECIFICALLY INCLUDE IN THIs ACT

3 EXEMPTIONS ENACTED SINCE 1985.--(l) Section 255(b) of the Act

4 is amended by inserting after the colon the following:

5 %%National Service Life Insurance Fund (36-8132-0-7-

6 701);

7 Service-Disabled Veterans Insurance Fund (36-4012-0-

8 3-701);

9 "%Veterans Special Life Insurance Fund (36-8455-0-8-

10 701);

11 Veterans Reopened Insurance Fund (36-4010-0-3-701);

12 "'United States Government Life Insurance Fund (36-

13 8150-0-7-701)

14 Veterans Insurance and Indemnity (36-0120-0-1-701)

15 i'Veterans' Administration Special Therapeutic and

16 Rehabilitation Activities Fund (36-4048-0-3-703)

17 "'Veterans' Canteen Service Revolving Fund (36-4014-0-

18 3-705)

19 "'Benefits under chapter 21 of title 38, United

20 States Code, relating to specially adapted housing and

21 mortgage-protection life insurance for certain veterans

22 with service-connected disabilities (36-0137-0-1-702);

23 %'Benefits under section 907 of title 38, United

24 States Code, relating to burial benefits for veterans who

25 die as a result of service-connected disability (36-0155-
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1
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25

0-1-701)
"%Benefits under chapter 39 of title 38, United

States Code, relating to automobiles and adaptive

equipment for certain disabled veterans and members of

the Armed Forces (36-0137-0-1-702); .

(2) Section 255(g)(1) of the Act is amended--

(A) by inserting after the item relating to

intragovernmental funds the following new item:
"%Panama Canal Commission operations and

facilities (95-5190-0-2-403 and 95-4061-2-3-403);'';

(B) by inserting after the item relating to payments

to trust funds the following new item:
"%Payments to the United States territories

fiscal assistance (14-0418-0-1-852);";

(C) by inserting after the item relating to

compensation of the President the following new item:

"Customs Service, miscellaneous permanent

appropriations (20-9922-0-2-852);';

(D) by inserting before the item relating to

intragovernmental funds the following new item:
"%Internal Revenue collections for Puerto Rico

(20-5737-0-2-852);'';

(E) by inserting after the first item the following

new item:
"'Administration of territories respecting Guam,
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1 the Northern M4ariana Islands, Puerto Rico, and the

2 Virgin Islands (14-0412-0-1-806);°" and

3 (F) by inserting after the item relating to. payments

4 to the military retirement fund the following new item:

5 Payments to Palau pursuant to the Compact of

6 Free Association ( )'.

7 (3)'Section 255(g)(1) of the Act is amended by

8 inserting "%(A)" after "(1)" and by inserting at the

9 end thereof the following new subparagraph:

10 (B) The following budget accounts and activities

11 shall be exempt from reduction under any order issued

12 under this part:

13 Black lung benefits (20-8144-0-7-601);

14 Central Intelligence Agency retirement and

15 i disability system fund (56-3400-0-1-054);

16 "'Civil service retirement and disability fund

17 (24-8135-0-7-602);

18 "%Comptrollers general retirement system (05-0107-

19 0-1-801);

20 %%Foreign service retirement and disability fund

21 (19-8186-0-7-602);

22 'Judicial survivors' annuities fund (10-8110-0-7-

23 602);

24 "'Longshoremen's and harborworkers' compensation

25 beneits (16-9971-0-7-601);
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1 'Military retirement fund (97-8097-0-7-602);

2 'National Oceanic and Atmospheric Administration

3 retirement (13-1450-0-1-306);

4 4'Pensions for former Presidents (47-0105-0-1-

5 802);

6 'Railroad retirement tier II (60-8011-0-7-601);

7 ."Retired pay, Coast Guard (69-0241-0-1-403);

8 'Retirement pay and medical benefits for

9 commissioned officers, Public Health Service (75-0379-

10 0-1-551);

11 "'Special benefits, Federal Employees'

12 Compensation Act (16-1521-0-1-600);

13 %'Special benefits for disabled coal miners (75-

14 0409-0-1-601); and

15 "%Tax Court judges survivors annuity fund (23-

16 8115-0-7-602).".

17 (d) CONFORMING AMENDMENTS.--(1) Section 255(g)(2) of the

18 Act is amended by repealing the items relating to veterans

19 with the exception of the items relating to the Loan guaranty

20 revolving fund and the Servicemen's group life insurance

21 fund.

22 (2) Paragraph (1) of section 257 of the Act is amended by

23 striking out subparagraph (A), by striking out the dash, and

24 by striking out "(B)".

25 SEC. 108. CHANGES IN SPECIAL RULES FOR MEDICARE PROGRAM.
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1 (a) PERMITTING MAXIMUM REDUCTION OF 4 PERCENT.--Paragraph

2 (1) of section 256(d) of the Balanced Budget and Emergency

3 Deficit Control Act of 1985 is amended by striking "'a

4 reduction of" and all that follows through "'fiscal year,"

5 and inserting "a reduction of 4 percent".

6 (b) ADJUSTMENT IN MAXIMUM ALLOWABLE ACTUAL CHARGE

7 LImITS.--Such section is amended by adding at the end the

8 following new paragraph:

9 '(5) ADJUSTMENT IN MAXIMUM ALLOWABLE ACTUAL CHARGE

10 LIMITS FOR PHYSICIANS SERVICES.--If a reduction in

11 payment amounts is made under paragraph (1) for services

12 for which payment is made under part B of title XVIII of

13 the Social Security Act, in the case of physicians'

14 services which are subject to a maximum allowable actual

15 charge under section 1842(j)(1)(B) of such Act, the

16 maximum allowable actual charge otherwise computed shall

17 be--

18 (A) reduced by the same percentage reduction as

19 the percentage reduction in payment amounts made

20 under paragraph (1) for such services, and

21 (B) monitored and enforced, for purposes of

22 clause (i) of such section, on the basis of the

23 actual charge billed for a physicians service

24 (rather than on the basis of the weighted average

25 charges for such service in a period of time).".
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1 (c) TECHNICAL AMENDMENT.--Paragraph (3) of such section

2 is amended by striking "'on the basis of an assignment'' and

3 all that follows through "'of such Act'' and inserting "'on

4 an assignment-related basis (as defined for purposes of such

5 part)'.

6 (d) PRORATION OF HEALTH REDUCTIONS.--Clause (iii) of

7 section 251(a)(3)(P) of the Act is repealed, clause (iv) of

8 such section is redesignated as clause (iii), and subclause

9 (I) of clause (iii) (as redesignated) is amended by inserting

10 before the period at the end thereof the following: '",

11 except that each of the programs to which the special rules

12 set forth in subsections (d) and (k) of section 256 apply

13 shall not be reduced by more than the percentages specified

14 in such subsections and the uniform percentage reduction

15 applicable to all other programs under this clause shall be

16 increased (if required outlay reductions".

17 SEC. 109. ALTERNATIVE PROCEDURES.

18 Section 274(f)(1) of the Act is amended by striking out

19 ''section 251(a)'" and by inserting in lieu thereof "'section

20 251(a)(2)(A)".

21 SEC. 110. PERMISSIBLE MAXIMUM DEFICIT AMOUNTS.

22 (a) REVISION OF DEFINITION OF MAXIMUM DEFICIT

23 AMOUNT.--Paragraph (7) of section 3 of the Congressional

24 Budget and Impoundment Control Act of 1974 is amended by

25 striking out subparagraphs (D) through (F) and by inserting



357

57

1 in lieu thereof the following:

2 "'(D) with respect to the fiscal year beginning

3 October 1, 1988, $108,000,000,000;

4 "%(E) with respect to the fiscal year beginning

5 October 1, 1989, $72,000,000,000;

6 (F) with respect to the fiscal year beginning

7 October 1, 1990, $36,000,000,000;

8 (G) with respect to the fiscal year beginning

9 October 1, 1991, zero.".

10 (b) REVISION OF EXPIRATION DATE OF THE BALANCED BUDGET

11 AND EMERGENCY DEFICIT CONTROL ACT OF 1985.--Subsection (b)(1)

"12 of section 275 of the Act is amended by striking out

13 '%September 30, 1991" and by inserting in lieu thereof

14 'September 30, 1992".

15 (c) SECTION 301(i) POINT OF ORDER.--Paragraph (2) of

26 section 301(i) of the Congressional Budget Act of 1974 is

17 amended by inserting (A)'' before Paragraph and by

18 adding at the end thereof the following new paragraph:

19 "'(B) Paragraph (1) shall not apply to any concurrent

20 resolution or amendment thereto or conference report

21 thereon if the report accompanying such concurrent

22 resolution or joint explanatory statement accompanying

23 such conference report states that the concurrent

24 resolution (as reported) or conference report or

25 amendment, as the case may be, provides for reductions
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1 from a budget base estimate for such fiscal year (based

2 on laws in effect on March 1 of the calendar year during

3 which the fiscal year begins) of at least

4 $25,000,000,000.".

5 (d) CONFORMING AMENDMENT.--Subsections (a)(1)(B), (a)(2),

6 and (b)(1) of section 251 of the Act are amended by striking

7 out "'1991"° and by inserting in lieu thereof "'1992"'.

8 SEC. 111. PRINTING OF ORDERS.

9 Section 252 of the Act is amended by inserting at the end

10 thereof the following new subsection:

11 "'(g) PRINTING OF ORDERS.--Each informational order and

12 final order issued under this section shall be printed in the

13 Federal Register on the date it is issued.'.

14 SEC. 112. ESTABLISHMENT OF STATUTORY LIMIT ON THE PUBLIC

15 DEBT.

16 (a) PUBLIC DEBT LIMIT EXTENSION.--Title III of the

17 Congressional Budget Act of 1974 is amended by inserting at

18 the end thereof the following new section:

19 "SPECIAL PROCEDURE IN THE SENATE FOR ESTABLISHMENT OF

20 STATUTORY LIMIT ON THE PUBLIC DEBT

21 'SEC. 312. Upon receipt in the Senate of the engrossed

22 copy of a joint resolution described in clause 1 of rule XLIX

23 of the Rules of the House of Representatives increasing or

24 decreasing the statutory limit on the public debt, the vote

25 by which the conference report on the concurrent resolution
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1 on the budget was agreed to in the Senate (or by which the

2 concurrent resolution itself was adopted in the Senate, if

3 there is no conference report) shall be deemed to have been a

4 vote in favor of such joint resolution upon final passage in

5 the Senate. The joint resolution shall then be signed by the

6 presiding officers of both Houses and presented to the

7 President for his signature (and otherwise treated for all

8 purposes) in the manner provided for bills and joint

9 resolutions generally.".

10 (b) CONFORMING AMENDMENT.--The table of contents set

11 forth in section l(b) of the Congressional Budget and

12 Impoundment Control Act of 1974 is amended by inserting after

13 the item relating to section 311 the following new item:

"Sec. 312. Special procedure in the Senate for establishment
of statutory limit on the-public debt.".

14 SEC.-113. DEVELOPMENT OF COMMON BASELINE PROJECTION.

15 Section 1105 of title 31, United States Code, is amended

16 by inserting at the end thereof the following new subsection:

17 (g) The Director of the Office of Management and Budget

18 and the Director of the Congressional Budget Office should

19 meet annually to develop a common baseline projection to be

20 utilized in the preparation of budgets by the President

21 pursuant to subsection (a) and by the Congress puLsuant to

22 title III of the Congressional Budget Act of 1974.

23 SEC. 114. REQUIREMENT WITH RESPECT TO FISCAL YEAR 1989 BUDGET
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1 SUBMISSION TO CONGRESS.

2 The budget submission of the President for fiscal year

3 1989 under section 1105(a) of title 31, United States Code,

4 shall include proposed deficits for each of fiscal years 1989

5 through 1992 which do not exceed the maximum deficit amounts

6 set forth for each such year under paragraph (7) of section 3

7 of the Congressional Budget and Impoundment Control Act of

8 1974 and achieves a balanced budget not later than fiscal

9 year 1992.

10 SEC. 115. BUDGETARY TREATMENT OF TRANSACTIONS OF THE THRIFT

11 SAVINGS PLAN.

12 In conformance with the determination made by the General

13 Accounting Office, the receipts, investments, and

14 disbursements of the Thrift Savings Plan created by the

15 Federal Employees Retirement Systems Act of 1986 (5 U.S.C.

16 8401 et seq.) and administered by the Federal Retirement

17 Thrift Investment Board shall be treated as transactions of

18 private individuals rather than of the Federal Government for

19 the purposes of this Act, the Congressional Budget Act of

20 1974, and section 1105 of title 31, United States Code.

21 SEC. 116. ECONOMIC SUMMIT CONFERENCE.

22 (a) FINDINGS.--The Congress finds that--

23 (1) the continuation of massive Federal budget

24 deficits will place upward pressure on interest rates,

25 increase the trade deficit, decrease employment, threaten
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1 the viability of the national economy, increase our

2 dependence on foreign investors to finance our debt, and

3 hamper international efforts to stabilize currency

4 exchange rates without triggering significant negative

5 economic effects; and

6 (2) significant and permanent reductions of the

7 deficit can only be achieved after reaching a bipartisan

8 consensus in both Houses of Congress and the

9 Administration.

10 (b) SUMMIT CONFERENCE.--It is the tense of Congress that

11 the President, together with the bipartisan leadership of the

12 Senate and House of Representatives, shall convene a domestic

13 economic summit conference to address the broadest possible

14 range of solutions to current and future budgetary issues and

15 budget process reforms.



362

VIII. CHANGES PROPOSED TO BE MADE TO EXISTING LAW
Changes in existing law made by the proposal are shown as fol-

lows (existing law proposed to be omitted is enclosed in black
brackets, new matter is printed in italic, existing law in which no
change is proposed is shown in roman):

BALANCED BUDGET AND EMERGENCY DEFICIT CONTROL
ACT OF 1985

* * * * **

PART C-EMERGENCY POWERS TO ELIMINATE
DEFICITS IN EXCESS OF MAXIMUM DEFICIT
AMOUNT

SEC. 251. REPORTING OF EXCESS DEFICITS.
(a) INITIAL ESTIMATES, DETERMINATIONS, AND REPORT BY OMB

AND CBO.-
(1) ESTIMATES AND DETERMINATIONS.-The Director of the

Office of Management and Budget and the Director of the Con-
gressional Budget Office (in this part referred to as the "Direc-
tors") shall with respect to each fiscal year-

(A) * * *

(B) determine whether the projected deficit for such
fiscal year will exceed the maximum deficit amount for
such fiscal year and whether such deficit excess will be
greater than $10,000,000,000 (zero in the case of fiscal
years 1986 and [1991] 1992), [and]

(C) estimate the amount of net deficit reduction- in the
budget base that has occurred since March 1 of the calen-
dar year in which such fiscal year begins, and

(C)Q] (D) estimate the rate of real economic growth that
will occur during such fiscal year, the rate of real econom-
ic growth that will occur during each quarter of such fiscal
year, and the rate of real economic growth that will have
occurred during each of the last two quarters of the pre-
ceding fiscal year..'"

(2) REPORT.-([The] (A) In the case of fiscal years 1990, 1991,
and 1992, based on the estimates and determinations required
in paragraph (1), the Directors jointly shall report to the Comp-
troller General on August 20 of the calendar year in which
such fiscal year begins (or on January 15, 1986, in the case of
the fiscal year 1986), estimating the budget base levels of total
revenues and total budget outlays for such fiscal year, identify-
ing the amount of any deficit excess for such fiscal year, stat-
ing whether such excess is greater than $10,000,000,000 (zero in

(62)
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the case of fiscal years 1986 and [1991] 1992), estimating the
amount of net deficit reduction in the budget base that has oc-
curred since March 1 of the calendar year in which such fiscal
year begins, specifying the estimated rate of real economic
growth for such fiscal year, for each quarter of such fiscal
year, and for each of the last two quarters of the preceding
fiscal year, indicating whether the estimate includes two or
more consecutive quarters of negative real economic growth,
and specifying (if the excess is greater than $10,000,000,000, or
zero in the case of fiscal years 1986 and [1991] 1992), by ac-
count, for non-defense programs, and by account and programs,
projects, and activities within each account, for defense pro-
grams, the base from which reductions are taken and the
amounts and percentages by which such accounts must be re-
duced during such fiscal year, in accordance with the succeed-
ing provisions of this part, in order to eliminate such excess.

(B)i) In the case of fiscal years 1988 and 1989, the Direc-
tor of the Congressional Budget Office (in this part referred
to as the "Director of CBO") shall issue a report to the Di-
rector of OMB on August 20 of the calendar year in which
the fiscal year begins containing the information required
in subparagraph (A) for such fiscal year.

(iiKI) In the case of fiscal years 1988 and 1989, the Direc-
tor of the Office of Management and Budget (in this part
referred to as the "Director of OMB") shall issue a report to
the President and the Congress on September I of the calen-
dar year in which the fiscal year begins containing the in-
formation required in subparagraph (A) for such fiscal
year. In addition, if the report is predicated upon different
economic or technical assumptions or methodologies than
those utilized by the Director of CBO in the preparation of
the report issued under clause (i) for the fiscal year, then
the report issued under this clause shall also set forth, by
sequesterable resource, for non-defense programs and, by se-
questerable resource, for defense programs the amount of re-
ductions taken in accordance with the succeeding provi-
sions of this part (as estimated by the Director of OMB) for
the fiscal year but utilizing the same economic and techni-
cal assumptions and methodologies as the report issued
under clause (i) for the fiscal year, and, if different from
the amount of reductions calculated pursuant to the first
sentence of this clause, shall identify and explain all re-
sulting differences. If the amounts calculated in the preced-
ing sentence for aggregate defense sequesterable resources
and aggregate non-defense sequesterable resources differ
from the estimates of the Director of OMB for aggregate de-
fense sequesterable resources and aggregate non-defense se-
questerable resources, then the report issued under this
clause shall explain the reasons for such difference. If the
aggregate amount of required outlay reductions is different
from such amount as set forth in the report issued under
clause (i) for the fiscal year, then the report issued under
this clause shall explain the reasons for such difference. If
the aggregate amount of resources to be sequestered from
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defense accounts by type of sequesterable resource or from
non-defense accounts by sequesterable resource differs from
the amounts to be sequestered under the report issued
under clause (i), then the report issued under this clause
shall explain the reasons for such difference. If the seques-
terable resource for any account which is to be reduced
under this report differs by at least $5,000,000 and 1 per-
cent from the amount for the same account under the
report issued under clause (i) for the fiscal year, then the
report issued under this clause shall identify and explain
each such difference.

(II) In the report for a fiscal year issued under this
clause, the Director of OMB shall ensure that'the agregate
outlay rate for defense programs, calculated using data on
sequesterable resources and account outlay rates applicable
to such fiscal year, shall not differ by more than one-half
of 1 percentage point from such aggregate outlay rate calcu-
lated using the same data on sequesterable resources but
using account outlay rates based on the data contained in
the report submitted under this paragraph for fiscal year
1987 as proposed by the Director of OMB. The restrictions
in this clause regarding aggregate defense outlay rates
shall apply in the same manner to aggregate non-defense
outlay rates. For purposes of this clause, an aggregate
outlay rate shall be the average of account outlay rates (ex-
pressed as a percentage) with each account outlay rate
given a weight that is proportional to its share of total se-
questerable resources. An account outlay rate shall be the
ratio of sequesterable outlays to sequesterable resources for
a budget account.

(III) The report issued under this clause for any fiscal
year may not assume aggregate outlays for Medicare or the
Commodity Credit Corporation either of which deviates by
more than 5 percent from the amount estimated for such
program in the current services budget submitted by the
President pursuant to section 1109(a) of title 31, United
States Code, for such fiscal year not taking into account
legislation enacted or regulations prescribed after such
report is submitted. In the case of the Commodity Credit
Corporation, if the current services budget does not assume
advance deficiency payments are made to producers of
wheat, feed grains, cotton, and rice, then for purposes of
this subclause, the current services budget shall be adjusted
to assume such payments.

(IV) The calculations of the excess deficit, the required
outlay reductions, and the amounts and percentages by
which budget accounts must be reduced shall each be based
upon the same economic and technical assumptions.[(3) DETERMINATION OF REDUCTIONS.-The amounts and per-

centages by which such accounts must be reduced during a
fiscal year shall be determined as follows:

[(A)(i) If the deficit excess for the fiscal year is greater
than $10,000,000,000 (zero in the case of fiscal years 1986
and 1991), such deficit excess shall be divided into halves.
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[(ii) In the case of fiscal year 1986, the amount of such
excess-

F(I) shall be multiplied by seven twelfths before
being divided into halves in accordance with clause (i),
and

[(II) shall not exceed $11,700,000,000.]
(8) DETERMINATION OF REDUCTIONS. --(A) 4he aggregate

amount of required outlay reductions and the amounts and per-
centages by which budget accounts must be reduced for a fiscal
year shall be determined as follows:

(i) The aggregate required outlay reductions shall be-
(I) zero for fiscal year 1989, 1990, or 1991 if the excess

deficit for such fiscal year is less than $10,000,000,000;
(II) zero for fiscal year 1992 if there is no excess defi-

cit; or
(III) the amount of unachieved deficit reduction for

fiscal year 1988, or the lesser of the deficit excess or the
amount of unachieved deficit reduction for fiscal year
1989, 1990, 1991, or 1992..

The unachieved deficit reduction for a fiscal year shall be
the amount, if any, by which net deficit reduction for a
fiscal year falls short of $25,000,000,000, but such un-
achieved deficit reduction shall not exceed $86,000,000,000.
Net defwit reduction for a fiscal year shall be the amount
of the estimated deficit for such fiscal year based on laws
in effect on, and regulations prescribed by, August 15 (in
the case of initial reports submitted under subsection (a)),
October 5 (in the case of the final reports submitted under
subsection (c)) for fiscal year 1990, 1991, and 1992, or Octo-
ber 10 (in the case of final reports submitted under subsec-
tion (c) for fiscal year 1988.and 1989) of the calendar year
in which such fiscal year begins, as measured by using the
budget base specified in paragraph (6), subtracted from the
amount of the estimated deficit for such fiscal year based
on laws and regulations in effect on March I of such calen-
dar year as measured by using the budget base specified in
paragraph (6). Both such deficit estimates for a fiscal year
shall be made using the same economic and technical as-
sumptions.

(ii) The amounts and percentages by which budget ac-
counts must be reduced for a fiscal year shall be calculated
by dividing the aggregate amount of required outlay reduc-
tions into halves.

(B) Subject to the exemptions, exceptions, limitations,
special rules, and definitions set forth in this section and
in sections 255, 256, and 257, [the reductions necessary to
eliminate one-half of the deficit excess for the fiscal year
(as adjusted under subparagraph (A)(ii) in the case of fiscal
yearl1986)]-one-half of the required outlay reductions shall
be made in outlays under accounts within major function-
al category 050 (in this part referred to as outlays under
"defense programs"), and [the reductions necessary to
eliminate the other half of the deficit excess (or the adjust-
ed deficit excess, in the case of fiscal year 1986)1 the other
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half of the required outlay reductions shall be made in out-
lays under other accounts of the Federal Government (in
this part referred to as outlays under "non-defense pro-
grams").

[(CXi) The total amount by which outlays for automatic
spending increases scheduled to take effect during the
fiscal year are to be reduced shall be determined in accord-
ance with clause (ii) of this subparagraph.

[(ii) Each such automatic spending increase shall be re-
duced-

[(I) to zero (a uniform percentage reduction of 100
percent), or

[(II) by a uniform percentage reduction of less than
100 percent calculated in a manner to reduce total
outlays for the fiscal year by one-half of the deficit
excess (or the adjusted deficit excess, in the case of
fiscal year 1986), if the elimination of all such in-
creases would reduce total outlays for the fiscal year
by more than one-half of the deficit excess (or the ad-
justed deficit excess, in the case of fiscal year 1986) for
the fiscal year.

[(D) The total amount of the outlay reductions deter-
mined under subparagraph (C) shall be divided into two
amounts:

[(i) an amount equal to the outlay reductions attrib-
utable to programs specified in subparagraph (A) of
section 257(1); and

[(ii) an amount equal to the outlay reductions at-
tributable to programs specified in subparagraph (B)
of section 257(1).

[(E)(i) For purposes of subparagraph (B), one-half of the
amount of the reductions determined under clause (i) of
subparagraph (D) shall be credited as reductions in outlays
under defense programs, and the total amount of reduc-
tions in outlays under defense programs required under
subparagraph (B) shall be reduced accordingly.

[(ii) Sequestration of new budget authority and unobli-
gated balances to achieve the remaining reductions in out-
lays under defense programs required under subparagraph
(B) shall be determined as provided in subsection (d).]

(C) The maximum amount by which outlays for automat-
ic spending increases scheduled to take effect during the
fiscal year are to be reduced shall be determined.

[(F)](DXi) For purposes of subparagraph (B)[-
[(I) one-half of the amount of the reductions deter-

mined under clause (i) of subparagraph (D), and
[(II) the amount of the reductions determined under

clause (ii) of subparagraph (D),J, the amount of the re-
ductions determined under subparagraph (C)

shall be credited as reductions in outlays under non-de-
fense programs, and the total amount of reductions in out-
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lays under non-defense programs required under subpara-
graph (B) shall be reduced accordingly.

[(iiiXI) Except as provided in subclause (II), the maxi-
mum reduction permissible for each of the programs to
which the special rules set forth in sections 256(d) and
256(k) apply shall be determined, and the total amount of
outlays under non-defense programs required under sub-
paragraph (B) shall be reduced by the amount of the maxi-
mum reductions so determined.

[(II) If the maximum reduction determined in accord-
ance with subclause (I) with respect to the programs to
which that subclause relates would reduce outlays for such
programs by an amount in excess of the remaining
amount of the reduction in outlays in non-defense pro-
grams required under subparagraph (B), outlays for such
programs shall instead be reduced proportionately by such
lesser percentage as will achieve such remaining required

reductions.]
[(iv)](iiiXI) Sequestrations and reductions under the re-

maining non-defense programs shall be applied on a uni-
form percentage basis so as to reduce new budget author-
ity, new loan guarantee commitments, new direct loan ob-
ligations, obligation limitations, and spending authority as
defined in section 401(cX2) of the Congressional Budget Act
of 1974 to the extent necessary to achieve any remaining
required outlay reductions, except that each of the pro-
grams to which the special rules set forth in subsections (d)
and (k) of section 256 apply shall not be reduced by more
than the percentages specified in such subsections and the
uniform percentage reduction applicable to all other pro-
grams under this clause-shall be increased (if necessary) to
a level sufficient to achieve any remaining required outlay
reductions.

(4) ADDITIONAL SPECIFICATIONS.-The report submitted under
paragraph (2) must also specify (with respect to the fiscal year
involved)-

(A) the amount of the automatic spending increase (if
any) which is scheduled to take effect in the case of each
program providing for such increases, the amount and per-
centage by which such increase is to be reduced, [the
amount by which the deficit excess (as adjusted under
paragraph (3XAXii), in the case of fiscal year 1986) will be
reduced as a result of the elimination or reduction of auto-
matic spending increases (stated separately for increases
under programs listed in subparagraph (A) of section
257(1) and increases under programs listed in subpara-
graph (B) of that section),] and the amount (if any) of each
such increase, stated in terms of percentage points, which
will take effect after reduction under this part;
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(5) BASIS FOR DIRECTORS' ESTIMATES, DETERMINATIONS, AND
SPECIFICATIONS.-[The] In the case of fiscal year 1990, 1991, or
1992, the estimates, determinations, and specifications of the
Directors under the preceding provisions of this subsection and
under subsection (cX1) shall utilize the budget base, criteria,
and guidelines set forth in paragraph (6) and in sections 255,
256, and 257. In the event that the Directors are unable to
agree on any items required to be set forth in the report, they
shall average their differences to the extent necessary to
produce a single, consistent set of data that achieves the re-
quired deficit reduction. The report of the Directors shall also
indicate the amount initially proposed for each averaged item
by each Director.

(6) BUDGET BASE.-In computing the amounts and percent-
ages by which accounts must be reduced during a fiscal year as
set forth in any report required under this subsection for such
fiscal year, the budget base shall be determined by-

[(A) assuming (subject to subparagraph (C)) the continu-
ation of current law in the case of revenues and spending
authority as defined in section 401(cX2) of the Congression-
al Budget Act of 1974;]

(A) assuming (subject to subparagraph (C)) the continu-
ation of current revenue law and, in the case of spending
authority as defined in section 401(cX2) of the Congression-
al Budget Act of 1974, funding for current authorization
laws at levels sufficient to fully make all payments author-
ized or required under such laws to all individuals or enti-
ties authorized to receive such payments;

(C) assuming that expiring provisions of law providing
revenues and spending authority as defined in section
401(c)(2) of the Congressional Budget Act of 1974 do expire,
except that excise taxes dedicated to a trust fund and agri-
cultural price support programs administered through the
Commodity Credit Corporation are extended at current
rates; [and]

(D) assuming [(i) that Federal pay adjustments for stat-
utory pay systems (I) will be as recommended by the Presi-
dent, but (II) will in no case result in a reduction in the
levels of pay in effect immediately before such adjust-
ments; and] (i) that, in addition to amounts specified in
subparagraphs (A), (B), and (C), appropriations to cover the
costs of Federal pay adjustments for statutory pay systems
and elements of military pay will be in the amounts esti-
mated by the President in the most recent budget transmis-
sion under section 1105 or section 1106 of title 31, United
States Code (but shall not be negative amounts); and (ii)
that medicare spending levels for inpatient hospital serv-
ices will be based upon the regulations most recently
issued in final form or proposed by the Health Care Fi-
nancing Administration pursuant to sections 1886(b)(3)(B),
1886(d)(3XA), and 1886(eX4) of the Social Security Act[.];
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(E) assuming that all advance deficiency payments to
producers of wheat, feed grains, cotton, and rice under the
Agricultural Act of 1949 are paid pursuant to the same
payment schedule that existed for such payments in fiscal
year 1987; and

(F) assuming that the sale of an asset by the Federal Gov-
ernment will occur during a fiscal year only if a final
notice of sale during such fiscal year (including a descrip-
tion of the asset to be sold and the date of the sale) is pub-
lished in the Federal Register by August 15 of the calendar
year in which such fiscal year begins.

(b) REPORT TO PRESIDENT AND CONGRESS BY COMPTROLLER GENER-
AL.-

(1) REPORT TO BE BASED ON OMB-CBO REPORT.-[The] In the
case of fiscal years 1990, 1991, and 1992, the Comptroller Gen-
eral shall review and consider the report issued by the Direc-
tors for the fiscal year and, with due regard for the data, as-
sumptions, and methodologies used in reaching the conclusions
set forth therein, shall issue a report to the President and the
Congress on August 25 of the calendar-year in which such
fiscal year begins (or on January 20, 1986, in the case of the
fiscal year 1986), estimating the budget base levels of total rev-
enues and total budget outlays for such fiscal year, identifying
the amount of any deficit excess for such fiscal year (adjusted
in accordance with subsection (a)3)(A)(ii), in the case of fiscal
year 1986), stating whether such deficit excess (or adjusted def-
icit excess, in the case of fiscal year 1986) will be greater than
$10,000,000,000 (zero in the case of fiscal years 1986 and
[1991),] 1992), estimating the amount of net deficit reduction
in the budget base that has occurred since March 1 of the calen-
dar year in which such fiscal year begins, specifying the esti-
mated rate of real economic growth for such fiscal year, for
each quarter of such fiscal year, and for each of the last two
quarters of the preceding fiscal year, indicating whether the
estimate includes two or more consecutive quarters of negative
economic growth, and specifying (if the excess is greater than
$10,000,000,000, or zero in the case of fiscal years 1986 and
[1991] 1992), by account, for non-defense programs, and by ac-
count and programs, projects, and activities within each ac-
count, for defense programs, the base from which reductions
are taken and the amounts and percentages by which such ac-
counts must be reduced during such fiscal year in order to
[eliminate such deficit excess (or adjusted deficit excess, in the
case of fiscal year 1986)] make the reductions required by this
part. Such report shall be based on the estimates, determina-
tions, and specifications of the Directors and shall utilize the
budget base, criteria, and guidelines set forth in subsection
(aX6) and in sections 225, 256, and 257.

€
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(c) REVISED ESTIMATES, DETERMINATIONS, AND REPORTS.-
(1) REPORT BY OMB AND CBO FOR FISCAL YEARS 1990, 1991, AND

1992.-On October 5 of [the fiscal year (except in the case of
the fiscal year 1986)] fiscal years 1990, 1991, and 1992 the Di-
rectors shall submit to the Comptroller General a revised
report [-

[(A) indicating whether and to what extent, as a result
of laws enacted and regulations promulgated after the sub-
mission of their initial report under subsection (a), the
excess deficit (adjusted in accordance with subsection
(aX3XAXii), in the case of fiscal year 1986) identified in the
report submitted under such subsection has been eliminat-
ed, reduced, or increased, and

[(B) adjusting the determinations made under subsec-
tion (a) to the extent necessary.] adjusting the determina-
tions made under subsection (a) to the extent necessary.

The revised report submitted under this paragraph shall con-
tain estimates, determinations, and specifications for all of the
items contained in the initial report and authorized under sub-
section (dX3XDXi) and shall be based on the same economic and
technical assumptions, employ the same methodologies, and
utilize the same definition of the budget base and the same cri-
teria and guidelines as those used in the report submitted by
the Directors under subsection (a) [(except that subdivision (IT)
of paragraph (6XDXi) of such subsection shall not apply)], and
shall provide for the determination of reductions in the
manner specified in subsection (a)(3).

(2) REPORT BY COMPTROLLER GENERAL FOR FISCAL YEARS 1990,
1991, AND 1992.-

(A) On October 10 of [the fiscal year (except in the case
of the fiscal year 1986)] fiscal years 1990, 1991, and 1992,
the Comptroller General shall submit to the President and
the Congress a report revising the report submitted by the
Comptroller General under subsection (b), adjusting the es-
timates, determinations, and specifications contained in
that report to the extent necessary in the light of the re-
vised report submitted to him by the Directors under para-
graph (1) of this subsection.

(B) The revised report of the Comptroller General under
this paragraph shall provide for the determination of re-
ductions as specified in subsection (a)(3) and shall contain
all of the estimates, determinations, and specifications re-
quired (in the case of the report submitted under subsec-
tion (b)) pursuant to subsection (b)(2)(B).

(3) REPORTS BY CBO FOR FISCAL YEARS 1988 AND 1989.-On Oc-
tober 10 of fiscal years 1988 and 1989, the Director of CBO shall
issue a revised report to the Director of OMB-

(A) indicating whether and to what extent, as a result of
laws enacted after August 15 of the calendar year in which
the fiscal year begins, the aggregate amount of required
outlay reductions identified in the report submitted under
such subsection has been eliminated, reduced, or increased,
and

(B) adjusting the determinations made under subsection
(a)(2)(B)(i) to the extent necessary.
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(4) REPORTS BY OMB FOR FISCAL YEARS 1988 AND 1989.-On Oc-
tober 15 of fiscal years 1988 and 1989, the Director of OMB
shall submit to the President and the Congress a report revising
the report issued under section 251(aA2XBXii), adjusting the es-
timates, determinations, and specifications contained in the
report to the extent appropriate in light of the revised report
issued by the Director of CBO under paragraph (9)XA). This
report shall contain all of the determinations and comparisons
required in, and shall be based on the same economic and tech-
nical assumptions, employ the same methodologies, and utilize
the same definition of the budget base and the same criteria
and guidelines as, the report issued under section
251(aK2%BXii).

SEC. 252. PRESIDENTIAL ORDER.
(a) ISSUANCE OF INITIAL ORDER.-

(1) IN GENERAL.-On September 1, following the submission
of a report by the Comptroller General under section 251(b)
[which identifies an amount greater than $10,000,000,000 (zero
in the case of fiscal years 1986 and 1991) by which the deficit
for a fiscal year will exceed the maximum deficit amount for
such fiscal year (or on February 1, 1986, in the case of the
fiscal year 1986)] in the case of fiscal years 1990, 1991, 1992, or
following the submission of the report by the Director of OMB
under section 251(aX2XBXii) in the case of fiscal year 1988 or
1989 that identifies aggregate required outlay reductions greater
than zero for such fiscal year, the President, in strict accord-
ance with the requirements of paragraph (3) and section
251(aX3) and (4) and subject to the exemptions, exceptions, limi-
tations, special rules, and definitions set forth in sections 255,
256, and 257, shall [eliminate the full amount of the deficit
excess] make all the reductions and sequestrations specified in
such report (as adjusted by the Comptroller General in such
report in accordance with section 251(a)(3)(A)(ii), in the case of
fiscal year 1986) by issuing an order that (notwithstanding the
Impoundment Control Act of 1974)-(A) * * *

(B) [eliminates the remainder of such-deficit excess (or
adjusted deficit excess, in the case of fiscal year 1986) by
sequestering] sequesters new budget authority, unobligat-
ed balances, new loan guarantee commitments, new direct
loan obligations, and spr.nding authority as defined in sec-
tion 401(cX2) of the Congressional Budget Act of 1974, and
rducing obligation limitations, in accordance with such
report-(i) • * *

(3) ORDER TO BE BASED ON COMPTROLLER GENERAL'S REPORT OR
DIRECTOR OF OMB 'S REPORT.-The order must provide for reduc-
tions in the manner specified in section 251(a)(3), must incorpo-
rate the provisions of the report submitted under section 251(b)
or section 251(aX2XBXii) (as the case may be), and must be con-
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sistent with such report in all respects. The President may not
modify or recalculate any of the estimates, determinations,
specifications, bases, amounts, or percentages set forth in the
report submitted under section 251(b) in determining the re-
ductions to be specified in the order with respect to programs,
projects, and activities, or with respect to budget activities,
within an account, with the exception of the authority granted
to the President for fiscal year 1986 with respect to defense
programs pursuant to paragraph (2MC).

(b) ISSUANCE OF FINAL ORDER.-
(1) IN GENERAL.-On October 15 of the fiscal year (except in

the case of the fiscal year 1986), after the submission of the re-
vised report submitted by the Comptroller General under sec-
tion 251(cX2) in the case of fiscal year 1990, 1991, or 1992 or fol-
lowing the submission of the report by the Director of OMB
under section 251(cX4) in the case of fiscal year 1988 or 1989,
the President shall issue a final order under this section to
[eliminate the full amount of the deficit excess as identified]
make all of the reductions and sequestrations specified by the
Comptroller General in the revised report submitted under sec-
tion 251(cX2) or by the Director of OMB in the revised report
submitted under section 251(cX4), as the case may be, but only
to the extent and in the manner provided in such report. The
order issued under this subsection-

(A) shall include the same reductions and sequestrations
as the initial order issued under subsection (a), adjusted to
the extent necessary to take account of any changes in rel-
evant amounts or percentages determined by the Comp-
troller General in the revised report submitted under sec-
tion 251(cX2) or by the Director of OMB in the revised
report submitted under section 251(cX4), as the case may be,

(B) shall make such reductions and sequestrations in
strict accordance with the requirements of section 251(a)
(3) and (4), and

(C) shall utilize the same criteria and guidelines as those
which were used in the issuance of such initial order
under subsection (a).

The provisions of subsection (a03) shall apply to the revised
report submitted under section 251(c)(2) or section 251(c)(4), as
the case may be, and to the order issued under this subsection
in the same manner as such provisions apply to the initial
report issued under section 251(b) or section 251(ak2)(B)(ii), as
the case may be, and to the order issued under subsection (a).

(2) ORDER REQUIRED IF EXCESS DEFICIT IS ELIMINATED.-If the
Comptroller General issues a revised report under section
251(cX2) in the case of fiscal year 1990, 1991, or 1992, or the Di-
rector of OMB issues a revised report under section 251(cX4) in
the case of fiscal year 1988 or 1989 stating that as a result of
laws enacted and regulations promulgated after the submission
of the initial report of the Comptroller General under section
251(b) [the excess deficit for a fiscal year (adjusted in accord-
ance with section 251(aX3XA)(ii), in the case of fiscal year 1986)
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has been eliminated] or the Director of OMB under section
251(aX)2)(B)ii), as the case may be, no further deficit reduction
is necessary to fully satisfy the requirements of section
251(aKXSA), the order issued under this subsection shall so
state and shall make available for obligation and expenditure
any amounts withheld pursuant to subsection (aX4) or (aX6XC).

(p PART- YEAR APPROPRIA TONS. -
(1) EFFECT OF FINAL ORDER ON PART-YEAR APPROPRIATION.m-

If, at the time the President issues a final order for any fiscal
year, there is in effect an Act making or continuing appropria-
tions for part of the fiscal year for any budget account which is
subject to reduction under the order, then the amount seques-
tered upon issuance of the order for that account shall be equal
to the reduction amount for such account required by the final
order multi lied by a fraction the numerator of which is the
number of days during the fiscal year with respect to which the
Act applies and the denominator of which is 865.

(2) EFFECT OF SUBSEQUENT APPROPRIATION ON FINAL ORDER.-
(A) If, after the issuance of a final order for a fiscal year under
subsection (b), an Act referred to in paragraph (1) is extended or
an Act making or continuing appropriations for part of the
fiscal year for the account is enacted, then additional amounts
determined in the same manner shall be sequestered. Upon en-
actment of a full-year appropriation (including a continuing ap-,
propriation for the full year) for the account the full amount of
the reduction required -by the final order, adjusted to take
account of amounts already cancelled, shall be sequestered.

(B) The Director of OMB shall issue a report detailing the
amounts, by budget account, sequestered under this paragraph,
not later than the close of the 10th calendar day beginning
after the date of enactment of any Act referred to in this para-
graph.

(3) EFFECTIVE DATE OF SEQUESTRATIONS. -Amounts required
to be sequestered by the President under paragraph (1) or (2)
shall be sequestered not later than the close of the fifth calen-
dar day beginning after the date of enactment of the relevant
Act referred to in paragraph (1)or (2).

(g) PRINTING OF ORDERS.-Each informational order and final
order issued under this section shall be printed in the Federal Reg-
ister on the date it is issued.
SEC. 253. COMPLIANCE REPORT BYCOMPTROLLER GENERAL.

On or before November 15 of each fiscal year [(or on or before
April 1, 1986, in the case of the fiscal year 1986], the Comptroller
General shall submit to the Congress and the President a report on
the extent to which the President's order issued under section
252(b) for such fiscal year complies with all of the reqirenvonts
contained in section 252, either certifying that the order fully and
accurately complies with such requirements or indicating the re-
spects in which it does not, and in the case of fiscal years MR88 and
1989, reviewing the reports of the Director of OMB under sections
251(a)(2XB)ii) and 251(cX4), including their compliance with the re-
quirements of the Act with respect to setting forth differences be-
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tween such reports and 4he reports of the Director of CBO under sec-
tions 251(aX?2KBXi) and 251(cX8). At the close of each calendar quar-
ter, the Comptroller General shall submit to the Congress and the
President a report on the extent to which any such order for a fiscal
year is, in effect, modified as the result of the enactment of any law
after October 10 of the fiscal year.
SEC. 254. CONGRESSIONAL ACTION.

(a) * * *
(b) CONGRESSIONAL RESPONSE TO PRESIDENTIAL ORDER.-

(1) REPORTING OF RESOLUTIONS, AND RECONCILIATION BILLS
AND RESOLUTIONS, IN THE SENATE.-

(A) COMMITTEE ALTERNATIVES TO PRESIDENTIAL ORDER.-
Within two days after the submission of a report by the
Comptroller General under section 251(cX2) or by the Di-
rector of OMB under section 251(cX4), each standing com-
mittee of the Senate may submit to the Committee on the
Budget of the Senate information of the type described in
section 301(d) of the Congressional Budget Act of 1974 with
respect to alternatives to the order envisioned by such
report insofar as such order affects laws within the juris-
diction of the committee.

SEC. 255. EXEMPT PROGRAMS AND ACTIVITIES.
(a) * * *
(b) VETERANS PROGRAMS.-The following programs shall be

exempt from reduction under any order issued under this part:
National Service Life Insurance Fund (36-8132-0-7-701);
Service-Disabled Veterans Insurance Fund (86-_4012-0-8-701);
Veterans Special Life Insurance Fund (36-8455-0-8-701);
Veterans Reopened Insurance Fund (86-4010-0-3-701);
United States Government Life Insurance Fund (36-8150-0-

7-701);
Veterans Insurance and Indemnity (36-0120-0-1-701);
Veterans Administration Special Therapeutic and Rehabili-

tation Activities Fund (86-4048-0-3-703);
Veterans Canteen Service Revolving Fund (36-4014-0-3-705);
Benefits under chapter 21 of title 38, United States Code, re-

lating to specially adapted housing and mortgage-protection life
insurance for certain veterans with service-connected disabil-
ities (86-0187-0-1-702);

Benefits under section 907 of title 38, United States Code, re-
lating to burial benefits for veterans who die as a result of serv-
ice-connected disability (36-0155-0-1-701);

Benefits under chapter 89 of title 88, United States Code, re-
lating to automobiles and adaptive equipment for certain dis-
abled veterans and members of the Armed Forces (86-0137-0-1-
702);

(g) OTHER PROGRAMS AND ACTIVITIES.-
(1WA) The following budget accounts and activities shall be

exempt from reduction under any order issued under this part:
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Activities resulting from private donations, bequests, or
voluntary contributions to the Government;

Administration of territories respecting Guam, the North-
ern Mariana Islands, Puerto Rico, and the Virgin Islands
(14-0412-0-1-806);

Alaska Power Administration, Operations and mainte-
nance (89-0304-0-1-271);

Appropriations for the District of Columbia (to the
extent they are appropriations of locally raised funds);

Bonneville Power Administration fund and borrowing
authority established pursuant to section 13 of Public Law
93-454 (1974), as amended (89-4045-0-3-271);

Bureau of Indian Affairs miscellaneous trust funds,
tribal trust funds (14-9973-0-7-999);

Claims, defense (97-0102-0-1-051);
Claims judgments, and relief acts (20-1895-0-1-806);
Coinage profit fund (20-5811-0-2-803);
Compensation of the President (11-0001-0-1-802);
Customs Service, miscellaneous permanent appropriations

(20-9922-0-2-852);
Dual benefits payments account (60-0111-01-601);
Eastern Indian land claims settlement fund (14-2202-0-

1-806);
Exchange stabilization fund (20-4444-0-3-155);
Federal payment to the railroad retirement account (60-

0113-0-1-601);
Foreign military sales trust fund (11-8242-0-7-155);
Health professions graduate student loan insurance fund

(Health Education Assistance Loan Program) (75-4305-0-
3-553);

Internal Revenue collections for Puerto Rico (20-5797-0-
2-852);

Intragovernmental funds, including those from which
the outlays are derived primarily from resources paid in
from other government accounts, except to the extent such
funds are augmented by direct appropriations for the fiscal
year during which an order is in effect;

Panama Canal Commission operations and facilities (95-
5190-0-2-401 and 95-4061-24-40,Y);

Payment of Vietnam and USS Pueblo prisoner-of-war
claims (15-0104-0-1-153);

Payment to civil service retirement and disability fund
(24-0200-0-1-805);

Payments to copyright owners (03-5175-0-2-376);
Payments to health care trust funds (75-0580-0-1-572);
Payments to military retirement fund (97-0040-0-1-054);
Payments to Palau pursuant to the Compact of Free Asso-

ciation ( );

Payments to social security trust funds (75-0404-0-1-
571);

Payments to state and local government fiscal assistance
trust fund (20-2111-0-1-851);

Payments to the foreign service retirement and disabil-
ity fund (11-1036-0-1-153 and 19-0540-0-1-153);
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Payments to trust funds from excise taxes or other re-
ceipts properly creditable to such trust funds;

Payments to the United States territories fiscal assistance
(14-0418-0-1-852);

Postal service fund (18-4020-0-3-372);
Salaries of Article III judges;
Soldiers and Airmen s Home, payment of claims (84-

8930-0-7-705);
Southeastern Power Administration, Operations and

maintenance (89-0302-0-1-271);
Southwestern Power Administration, Operations and

maintenance (89-0303-0-1-271);
Tennessee Valley Authority fund, except non-power pro-

grams and activities (64-4110-0-3-999);
Washington Metropolitan Area Transit Authority (46-

0800-0-1-401);
Western Area Power Administration, Construction, re-

habilitation, operations, and maintenance--(89--5068-0-2-
271); and

Western Area Power Administration, Colorado River
basins power marketing fund (89-4452-0-3-271).

(B) The following budget accounts and activities shall be
exempt from reduction under any order issued under this part:

Black lung benefits (20-8144-0-7-601);
Central Intelligence Agency retirement and disability

system fund (56-Y400-0-1-054);
Civil service retirement and disability fund (24-8185-0-

7-602);
Comptrollers general retirement system (05-0107-0-1-

801);
Foreign service retirement and disability fund (19-8186-

,0-7-602);
Judicial survivors' annuities fund (10-8110-0-7-602);
Longshoremen's and harborworkers' compensation bene-

fits (16-9971-0-7-601);
Military retirement fund (97-8097-0-7-602);
National Oceanic and Atmospheric Administration re-

tirement (13-1450-0-1-906);
Pensions for former Presidents (4 7-0105-0-1-802);
Railroad retirement tier II (60-8011-0-7-601);
Retired pay, Coast Guard (69-0241-0-1-403);
Retirement pay and medical benefits for commissioned

officers, Public Health Service (75-0379-0-1-551);
Special benefits, Federal Employees' Compensation Act

(16-1521-0-1-600);
Special benefits for disabled coal miners (75-0409-0-1-

601), and
Tax Court judges survivors annuity fund (23-8115-0-7-

602).
(2) Prior legal obligations of the Government in the following

budget accounts and activities shall be exempt from any order
issued under this part:

Agency for International Development, Housing, and
other credit guarantee programs (72-4340-0-3-151);
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Agricultural credit insurance fund (12-4140-0-3-351);
Biomass energy development (20-0114-0-1-271);
Check forgery insurance fund (20-4109-0-3-803);
Community development grant loan guarantees (86-

0162-0-1-451);
Credit union share insurance fund (25-4468-0-3-371);
Economic development revolving fund (13-4406-0-3-452);
Employees life insurance fund (24-8424-0-8-602);
Energy security reserve (Synthetic Fuels Corporation)

(20-0112-0-1-271);
Export-Import Bank of the United States, Limitation of

program activity (83-4027-0-3-155);
Federal Aviation Administration, Aviation insurance re-

volving fund (69-4120-0-3-402);
Federal Crop Insurance Corporation fund (12-4085-0-3-

351);
Federal Deposit Insurance Corporation (51-8419-0-8-

371);
Federal Emergency Management Agency, National flood

insurance fund (58-4236-0-3-453);
Federal Emergency Management Agency, National in-

surance development fund (58-4235-0-3-451);
--"FdM`5l'l1-sig Administration fund (86-4070-0-3-371);

Federal Savings and Loan Insurance Corporation fund
(82-4037-0-3-371);

Federal ship financing fund (69-4301-0-3-403);
Federal ship financing fund, fishing vessels (13-4417-0-

3-376);
Geothermal resources development fund (89-0206-0-1-

271);
Government National Mortgage Association, Guarantees

of mortgage-backed securities (86-4238-0-3-371);
Health education loans (75-4307-0-3-553);
Homeowners assistance fund, Defense (97-4090-0-3-051);
Indian loan guarantee and insurance fund (14-4410-0-3-

452);
International Trade Administration, Operations and ad-

ministration (13-1250-0-1-376);
Low-rent public housing, Loans and other expenses (86-

4098-0-3-604);
Maritime Administration, War-risk insurance revolving

fund (69-4302-0-3-403);
Overseas Private Investment Corporation (71-4030-0-3-

151);
Pension Benefit Guaranty Corporation fund (16-4204-0-

3-601);
Rail service assistance (69-0122-0-1-401);
Railroad rehabilitation and improvement financing fund

(69-4411-0-3-401);
Rural development insurance fund (12-4155-0-3-452);
Rural electric and telephone revolving fund (12-4230-8-

3-2711);
Rural housing insurance fund (12-4141-0-3-371);
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Small Business Administration, Business loan and in-
vestment fund (73-4154-0-3-376);

Small Business Administration, Lease guarantees revolv-
ing fund (73-4157-0-3-376);

Small Business Administration, Pollution control equip-
ment contract guarantee revolving fund (73-4147-0--3-376);

Small Business Administration, Surety bond guarantees
revolving fund (73-4156-0-3-376);

Veterans-Admintitration, Loan guaranty-revolving-fund
(36-4025-0-3-704);

[Veterans Administration, National service life insur-
ance fund (36-8132-0-7-701);

[Veterans Administration, Service-disabled veterans in-
surance fund (36-4012-0-3-701);]

Veterans Administration, Servicemen's group life insur-
ance fund (36-4009-0-3-701);

[Veterans Administration, United States Government
life insurance fund (36-8150-0-7-701);

[Veterans Administration, Veterans insurance and in-
demnities (36-0120-0-1-701);

[Veterans Administration, Veterans reopened insurance
fund (36-4010-0-3-701); and

[Veterans Administration, Veterans special life insur-
ance fund (36-8455-0-8-701).]

(h) LoW-INCOME PROGRAMS.-The following programs shall be
exempt from reduction under any order issued under this part;

Aid to families with dependent children (75-0412-0-1-609);
Child nutrition (12-3539-0-1-605);
Commodity supplemental food program (12-3512-0-1-605);
Food stamp programs (12-3505-0-1-605 and 12-3550-0-1-

605);
Grants to States for Medicaid (75-0512-0-1-551);
Supplemental Security Income Program (75-0406-0-1-609);

and
Women, infants, and children program (12-3510-0-1-605).

(i) MILITARY PERSONNEL AccouNTs.-All military, personnel ac-
counts shall be exempt from reduction from any order issued under
this part.

[(i)](') IDENTIFICATION OF PROGRAMS.-For purposes of subsec-
tions (g) and (h), programs are identified by the designated budget
account identification code numbers set forth in the Budget of the
United States Government, 1986-Appendix.
SEC. 256. EXCEPTIONS, LIMITATIONS, AND SPECIAL RULES.

(a) * * *

(d) SPECIAL RULES FOR MEDICARE PROGRAM.-
(1) MAXIMUM PERCENTAGE REDUCTION IN INDIVIDUAL PAYMENT

AMOUNTS.-The maximum permissible reduction for the health
insurance programs under title XVIII of the Social Security
Act for any fiscal year, pursuiant to an order issued under sec-
tion 252, consists only of [a reduction of-

[(A) 1 percent in the case of fiscal year 1986, and
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[(B) 2 percent in the case of any subsequent fiscal
year,]

a reduction of 4 percent in each separate payment amount oth-
erwise made for a covered service under those programs with-
out regard to this part.

(3) No INCREASE IN BENEFICIARY CHARGES IN ASSIGNMENT-RE-
LATE CASEs.-If a reduction in payment amounts is made
under paragraph (1) for services for which payment under part
B of title XVIII of the Social Security Act is made [on the
basis of an assignment described in section 1842(bX3XBXii), in
accordance with section 1842(bX6XB), or under the procedure
described in section 1870(f)(1), of such Act] on an assignment-
related basis (described in section 1842(hX8) of such Act), the
person furnishing the services shall be considered to have ac-
cepted payment of the reasonable charge for the services, less
any reduction in payment amount made pursuant to a seques-
tration order, as payment in full.

* • * * * * * *

.-(5)-ADJUSTMENT-. IN-MAXIMUM--ALLOWABLEsACTUAL CHARGE
LIMITS FOR PHYSICIANS' SERVICES. -If a reduction in payment
amounts is made under paragraph (1) for services for which
payment is made under part B of title XVIII of the Social Secu-
rity Act, in the case of physicians' services which are subject to
a maximum allowable actual charge under section 1842(i)(1XB)
of such Act, the maximum allowable actual charge otherwise
computed shall be-

(A) reduced by the same percentage reduction as the per-
centage reduction in payment amounts made under para-
graph (1) for such services, and

(B) monitored and enforced, for purposes of clause (i) of
such section, on the basis of the actual charge billed for a
physicians'service (rather than on the basis of the weighted
average charges for such service in a period of time).

SEC. 257. DEFINITIONS.
For purposes of this title:

(1) The term "automatic spending increase" (except as other-
wise provided in sections 255 and 256 means [-

[(A) increases in budget outlays due to changes in in-
dexes in the following Federal programs:

[Black lung benefits (20-8144-0-7-601);
[Central Intelligence Agency retirement and dis-

ability system fund (56-3400-0-1-054);
[Civil service retirement and disability fund (24-

8135-0-7-602);
[Comptrollers general retirement system (05-0107-

0-1-801);
[Foreign service retirement and disability fund (19-

8186-0-7-602);
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6Judicial survivors' annuities fund (10-8110-0-7-

[Longshoremen's and harborworkers' compensation
benefits (16-9971-0-7-601);

Military retirement fund (97-8097-0-7-602);
National Oceanic and Atmospheric Administration

retirement (13-1450-0-1-306);
Pensions for former Presidents (47-0105-0-1-802);
Railroad retirement tier 11(60-8011-0-7-601);
Retired pay, Coast Guard (69-0241-0-1-403);

[Retirement pay and medical benefits for commis-
sioned officers, Public Health Service (75-0379-0-1-
551);

[Special benefits, Federal Employees' Compensation
Act (16-1521-0-1-600);

[Special benefits for disabled coal miners (75-0409-
0-1-601); and

[Tax Court judges survivors annunity fund (23-
8115-0-7-602); and

[(B)] increases in budget outlays due to changes in in-
dexes in the following Federal programs:

National Wool Act (12-4336-0-3-351);
Special milk program (12-3502--0-1-605); and
Vocational rehabilitation (91-0301-0-1-506).

For purposes of the preceding provisions of this paragraph,
programs are identified by the designated budget account iden-
tification code numbers set forth in the Budget of the United
States Government, 1986-Appendix.

(9) The term "sequesterable resource" means new budget au-
thority, unobligated balances, obligated balances, new loan
guarantee commitments, new direct loan obligations, and
spending authority as defined in section 401(cX2) of the Congres-
sional Budget Act of 1974 for programs, projects, and activities
that are not exempt from a reduction or sequestration under
this part.

PART E-MISCELLANEOUS AND RELATED
PROVISIONS

SEC. 274. JUDICIAL REVIEW.
(a) * * *

(M) ALTERNATIVE PROCEDURES FOR THE JOINT REPORTS OF THE DI-
RECTORS.-

(1) In the event that any of the reporting procedures de-
scribed in section 251 are invalidated, then any report of the

"Directors referred to in section [251(a)] 251 (aX2)(A) or (c)(1)
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shall be transmitted to
this subsection.

the joint committee established under

* * * *

SEC. 275. EFFECTIVE DATES.
(a)* *0*
(b) EXPIRATION.-

(1) Part C of this title, and the other provisions contained in
or added by this title which are listed in paragraph (2), shall
expire September 30, (1991.] 1992.

* * * * * * 0

CONGRESSIONAL BUDGET AND IMPOUNDMENT CONTROL
ACT OF 1974

* * * *

SHORT TITLES; TABLE OF CONTENTS

SECTION 1. (a) SHORT TITLES.-This Act may be cited as the "Con-
gressional Budget and Impoundment Control Act of 1974". Titles I
through IX may be cited as the "Congressional Budget Act of 1974"
and title X may be cited as the "Impoundment Control Act of
1974".

(b) TABLE OF CONTENTS.-
Sec. 1. Short titles; table of contents.
Sec. 2. Declaration of purposes.
Sec. 3. Definitions.

TITLE I-ESTABLISHMENT OF HOUSE AND SENATE BUDGET COMMITTEES
Sec. 101. Budget Committee of the House of Representatives.
Sec. 102. Budget Committee of the Senate.

TITLE 111--CONGRESSIONAL BUDGET PROCESS
Sec. 300. Timetable.

Sec. 812. Special procedure in the Senate for establishment of statutory limit on the
public debt.

DEFINITIONS

SEC. 3. IN GENERAL.-For purposes of this Act-
(1) * * *

* * * * *

(7) The term "maximumh deficit amount" mearns-
(A) with respect to the fiscal year beginning

1985, $171,900,000,000;
(B) with respect to the fiscal year beginning

1986, $144,000,000,000;
(C) with respect to the fiscal year beginning

1987, $108,000,000,000;

October 1,

October 1,

October 1,

51-721 0 - 93 - 13
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[(D) with respect to the fiscal year
1988, $72,000,000,000;

((E) with respect to the fiscal year
1989, $36,000,000,000; and

[(F) with respect to the fiscal year
1990, zero.]

(D) with respect to the fiscal year
1988, $108,000,000,000,

(E) with respect to the fiscal year
1989, $72,000,000,p000,

(F) with respect to the fiscal year
1990, $36,000,000,000;

(G) with respect to the fiscal year
1991, zero.

* * *

beginning October 1,

beginning October 1,

beginning October 1,

beginning October 1,

beginning October 1,

beginning October 1,

beginning October 1,

* *

TITLE III-CONGRESSIONAL BUDGET PROCESS
* * * * * *

ANNUAL ADOPTION OF CONCURRENT RESOLUTION ON THE BUDGET

SEC. 301. (a) * * *
* * * * *

(i) MAXIMUM DEFICIT AMOUNT MAY NOT BE EXCEEDED.-
(1) * * *
(2)(A) Paragraph (1) of this subsection shall not apply if a

declaration of war by the Congress is in effect.
(B) Paragraph (1) shall not apply to any concurrent resolution

or amendment thereto or conference report thereon if the report
accompanying such concurrent resolution or joint explanatory
statement accompanying such conference report states that the
concurrent resolution (as reported) or conference report or
amendment, as the case may be, provides for reductions from a
budget base estimate for such fiscal year (based on laws in
effect on March 1 of the calendar year during which the fiscal
year begins) of at least $25,000,000,000.

* * * * * * *

SPECIAL PROCEDURE IN THE SENATE FOR ESTABLISHMENT OF
STATUTORY LIMIT ON THE PUBLIC DEBT

SEC. 312. Upon receipt in the Senate of ithe engrossed copy of a
joint resolution described in clause 1 of rule XLIX of the Rules of
the House of Representatives increasing or decreasing the statutory
limit on the public debt, the vote by which the conference report on
the concurrent resolution on the budget was agreed to in the Senate
(or by which the concurrent resolution itself was adopted in the
Senate, if there is no conference report) shall be deemed to have been
a vote in favor of such joint resolution upon final passage in the
Senate. The joint resolution shall then be signed by the presiding
officers of both Houses and presented to the President for his signa-

*
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ture (and otherwise treated for all purposes) in the manner provided
for bills and joint resolutions generally.

TITLE IV-ADDITIONAL PROVISIONS TO IMPROVE FISCAL
PROCEDURES

* * * * * , ,

BILLS PROVIDING NEW SPENDING AUTHORITY

Sec. 401. (a) * *
* * * * * * *

(c) Definitions.-
(1) For purposes of this section, the term "new spending au-

thority" means spending authority not provided by law on the
effective date of this Act, including any increase in or addition
to spending authority provided by law on such date.

(2) For purposes of paragraph (1), the term "spending author-
ity" means authority (whether temporary or permanent)-

(A) to enter into contracts under which the United
States is obligated to make outlays, the budget authority
for which is not provided in advance by appropriation
Acts;

(B) to incur indebtedness (other than indebtedness in-
curred under chapter 31 of title 31 of the United States
Code) for the repayment of which the United States is
liable, the budget authority for which is not provided in
advance by appropriation Acts;

(C) to make payments (including loans and grants), the
budget authority for which is not provided for in advance
by appropriation Acts, to any person or government if,
under the provisions of the law containing such authority,
the United States is obligated to make such payments to
persons or governments who meet the requirements estab-
lished by such law;

(D) to forego the collection by the United States of pro-
prietary offsetting receipts, the budget authority for which
is not provided in advance by appropriation Acts to offset
such foregone receipts; and

(E) to make payments by the United States (including
loans, grants, and payments from revolving funds), other
than those covered by subparagraph (A), (B), (C), or (D), the
budget authority for which is not provided in advance by
appropriation Acts.

Such term does not include authority to insure or guarantee
the repayment of indebtedness incurred by another person or
government.

(8) For purposes of paragraph (2)C), the term '"payments" also
includes payments to any person or government that are re-
quired under terms of an authorization law, notwithstanding

I -ý I - .--- ýz ý- -, , -- - -W-
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the existence or level of annual appropriations in satisfaction of
such requirement.

* * * * * **

SECTION 1105 OF TITLE 31, UNITED STATES CODE

§ 1105. Budget contents and submission to Congress
(a) * *

* * * * * *

(g) The Director of the Office of Management and Budget and the
Director of the Congressional Budget Office should meet annually to
develop a common baseline projection to be utilized in the prepara-
tion of budgets by the President pursuant to subsection (a) and by
the Congress pursuant to title III of the Congressional Budget Act of
1974.

0

75-855 (88)
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[From the Congressional Record-House, Aug. 6, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(p. H7281 and H7g291)

REPORT ON RESOLUTION WAIVING CERTAIN POINTS OF
ORDER AGAINST CONFERENCE REPORT ON HOUSE
JOINT RESOLUTION 234, STATUTORY PUBLIC DEBT LIMIT

Mr. Pepper, from the Committee on Rules, from the Committee
on Rules, submitted a privileged report (Rept. No. 100-277) on the
resolution (H. Res. 247) waiving certain points of order again con-
sideration of the conference report and any amendments reported
from conference in disagreement on the joint resolution (H.J. Res.
324) increasing the statutory limits on the public debt, which was
referred to the House Calendar and ordered to be printed.

REPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS

Under clause 2 of rule XIII, reports of committees were delivered
to the Clerk for printing and reference to the proper calendar, as
follows:

Mr. DERRICK. Committee on Rules. House Resolution 247. Resolution waiving cer-
tain points of order against consideration of the conference report and any amend-
ments reported from conference in disagreement on the joint resolution (H.J. Res.
324) increasing the statutory limit on the public debt (Rept. 100-277). Referred to
the House Calendar.

(385)

l



[From the Congressional Record-House, Sept. 21, 1987]

INCREASE IN STATUTORY LIMIT ON
DEBT-G-R-H

THE PUBLIC

(p. H7696)

PERMISSION TO FILE CONFERENCE REPORT ON HOUSE
JOINT RESOLUTION 324, PUBLIC DEBT LIMIT INCREASE

Mr. GIBBONS. Mr. Speaker, I ask unanimous consent that the
managers may have until midnight tonight to file a conference
report on the joint resolution (H.J. Res. 324), statutory public debt
limit increase.

The SPEAKER pro tempore. The Chair would inquire, has this
been cleared by the minority?

Mr. GIBBONS, Yes, Mr. Speaker, it has.
The SPEAKER pro tempore. Is there objection to the request of the

gentleman from Florida?
There was no objection.

CONFERENCE REPORT ON HOUSE JOINT RESOLUTION 324

Mr. ROSTENKOWSKI
and statement on the
statutory limit on the

submitted the following conference report
joint resolution (H.J. Res. 324) increasing the
public debt:

(386)
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100TH CONGI:S$ 1. [ REPORT
100TH SessionISIOUSE OF REPRESENTATIVES REPORT
1st1 Session J __ 100-313

INCREASING THE STATUTORY LIMIT ON THE PUBLIC
DEBT

SEPTEMBER 21, 1987.-Ordered to be printed

Mr. ROSTENKOWSKI, from the committee of conference,
submitted the following

CONFERENCE REPORT

[To accompany H.J. Res. 324]

The committee of conference on the disagreeing votes of the two
Houses on the amendments of the Senate to the joint resolution
(H.J. Res. 324) increasing the statutory limit on the public debt,
having met, after full and free conference, have agreed to recom-
mend and do recommend to their respective Houses as follows:

That the Senate recede from its amendments numbered 2 and 4.
Amendment numbered 1:
That the House recede from its disagreement to the amendment

of the Senate numbered 1, and agree to the same with an amend-
ment as follows:

Restore the matter proposed to be stricken out by the Senate
amendment, strike out the matter proposed to be inserted by the
Senate amendment, and on page 1, line 6, of the House engrossed
resolution, strike out "$2,565,10t000,000" and insert the following:
$2,800,000,000,000; and the Senate agree to the same.

Amendment ntimbered 3:
That the House recede from its disagreement to the amendment

of the Senate numbered 3, and agree to the same with an amend-
ment as follows:

In lieu of the matter proposed to be inserted by the Senate
amendment insert the following:

!1l-XHif;
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TITLE 1--DEFICIT REDUCTION
PROCEDURES

SE(' I01. REFWRFN'cES IN TITLE: SHORT TITIme.
(a) REFERENCES IN TirLE.-Except as otherwise specifically pro-

vided, whenever in this title an amendment is expressed in terms of
an amendment to or repeal of a section or other provision, the refer-
ence shall be considered to be made to that section or other provi-
sion of the Balanced Budget and Emergency Deficit Control Act of
1985.

(b) SiioRT TITLE.-This title may be cited as the "Balanced
Budget and Emergency Deficit Control Reaffirmation Act of 1987".
SE'( 102. AUTOMATIC TRIGGER FOR FISCAL YEARS 1988 THROUGH 1993;

OMB AND CRO REPORTS; PRESIDENTIAL ORDER;" COMPUTA.
TION OF BUDGET BASE; SEQUESTRATION RULES FOR FISCAL
YEARS 1988 THROUGH 1993.

(a) IN GENERAL.-Sections 251 and 252 of the Act are amended to
read as follows:
"SE('. 251. REPORTING OF EXCESS DEFICITS.

"(a) INITIAL ESTIMATES, DETERMINATIONS, AND REPORTS BY OMB
AND CBO.-

"(1) ESTIMATES AND DETERMINATIONS.--The Director of the
Office of Management and Budget and the Director of the Con-
gressional Budget Office (in this part referred to as the 'Direc-
tors') shall with respect to each fiscal year and in accordance
with the requirements, specifications, definitions, and calcula-
tions required by this part-

"(A) estimate the budget levels of total revenues and out-
lays that may be anticipated for such fiscal year as of
August 15 of the calendar year in which such fiscal year
begins (or as of October 10, 1987, in the case of fiscal year
1988),

"(B) determine whether the projected deficit for such
fiscal year will exceed the maximum defwiit amount for
such fiscal year and whether such deficit excess will be
greater than $10,000,000,000 (zero in the case of fiscal year
1998),

"(C) estimate the amount of net deficit reduction in the
budget baseline that has occurred since January 1 of the
calendar year in which such fiscal year begins, and

"(D) estimate the rate of real economic growth that will
occur during such fiscal year, the rate of real economic
growth that will occur during each quarter of such fiscal
year, and the rate of real economic growth that will have
occurred during each of the last two quarters of the preced-
ing fiscal year.

"(2) REPORTS.-(A) Based on the estimates and determina-
tions required in paragraph (1) and in accordance with the re-
quirements, specifications, definitions, and calculations re-
quired by this part, the Director of the Congressional Budget
Office (in this part referred to as the 'Director of CBO') shall
issue a report to the Director of the Office of Management and

0
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Budget (in this part referred to as the 'Director of OMB ) and to
the Congress on August 20 of the calendar year in which the
fiscal year begins (or on October 15, 1987, in the case of fiscal
year 1988) estimating the budget baseline levels of total reve-
nues and total outlays for such fiscal year, identifying the
amount of any deficit excess for such fiscal year, stating wheth-
er such excess is greater than $10,00,O0,00,00 (zero in the case of
fiscal year 1998), estimating the amount of net deficit reduction
in the budget baseline that has occurred since January I of the
calendar year in which such fiscal year begins, specifying the
estimated rate of real economic growth for such fiscal year, for
each quarter of such fiscal year, and for each of the last two
quarters of the preceding fiscal year, indicating whether the es-
timate includes two or more consecutive quarters of negative
real economic growth, estimating the aggregate amount of re-
quired outlay reductions, and specifying, by account for non-de-
tense programs and by account for defense programs the budget
baseline from which reductions are taken and the amounts and
percentages by which such accounts must be reduced during
such fiscal year in order to make the reductions required by this
part.

"(B) The Director of OMB shall issue a report to the Presi-
dent and the Congress on August 25 of the calendar year in
which the fiscal year begins (or on October 20, 1987, in the case
of the fiscal year 1988) containing the same information-re-
quired in subp ph (A) and the information required in
clauses (i) an or such fiscal year as follows:

"(i) The Director of OMB shall identify and explain any
differences between the amount set forth in such report and
the corresponding amount set forth in the report of the Di-
rector of CBO under subparagraph (A) with respect to-

"(I) the aggregate amount of required outlay reduc-
tions;

"(II) the ag gate amount of resources to be seques-
tered from defense accounts (by type of sequesterable re-
source) and from non-defense accounts (by type of se-
questerable resource); and

"(lID the amount of sequesterable resources for any
budget account that is to be reduced if such difference
is greater than $5,000,000.

"(ii) The Director of OMB shall calculate and set forth
for defense programs (by type of sequesterable resource) and
for non-defense programs (by type of sequesterable resource),
the amount of reductions in budgetary resources that would
be required by this part using his estimate of the aggregate
amount of required outlay reductions and applying the
technical assumptions (including outlay rates) and method-
ologies used in the report of the Director of CBO under sub-
paragraph (A). The Director of OMB shall identify and ex-
plain any differences between these estimates and such cor-
responding amounts set forth under clause (i).

"(iii) In the report for a fiscal year (except fiscal year
1988) issued under this subparagraph, the Director of OMB
shall assume that the aggregate outlay rate for defense pro-
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grams covered by paragraph (60C), calculbied tieing data on
sequesterable resources and account outlay rates applicable
to such fiscal year, shall not differ by more than one-half
of 1 percent from such aggregate outlay rate calculated
using the same data on sequesterable resources but using
account outlay rates calculated arithmetically using the ap-
plicable sequesterable resources and outlays contained in
the report submitted under this Act for the preceding fiscal
year as proposed by the Director of OMB. For purposes of
this subparagraph, an aggregate outlay rate shall be the av-
erage of account outlay rates (expressed as a percentage)
wit each account outlay rate (as defined in section 257(1.?))
given a weight that is proportional to the-ccount's share of
total sequesterable resources. The calculation of the non-de-
fense aggregate outlay rate for programs covered by para-
graph (6C)), shall be determined using the procedures and
restrictions used for determining the aggregate defense
outlay rate.

"(iv) The report issued under this subparagraph for any
fiscal year (except fiscal year 1988) may not assume aggre-
gate outlays for the health insurance programs under title
XVIII of the Social Security Act (before taking into account
legislation enacted or regulations prescribed after the cur-
rent services budget is submitted) which deviate by more
than 1 percent from the amount of outlays estimated for
such programs in the current services budget submitted by
the President pursuant to section 1109(a) of title 31, United
States Code, for such fiscal year. For fiscal year 1988 the
report issued under this subparagraph shall assume aggre-
gate outlays for such programs (before taking into account
legislation enacted or regulations promulgated as final
after August 20, 1987) equal to the amount assumed for
such programs by the Director of OMB in the report submit-
ted to the Temporary Joint Committee on Deficit Reduction
on August 20, 1987, except that, unless necessary to comply
with requirements provided in law, any change-in adminis-
trative procedures that increases or decreases the average
number of days forthe payment of claims under title XVIII
of the Social Security Act, compared to such average in the
preceding fiscal year, shall not be taken into account for
purposes of this Act.

"(Ci) The technical and economic assumptions used by the
Director of CBO to calculate the excess defwxit shall also be used
by the Director of CBO to calculate the unachieved deficit re-
uction, required outlay reductions and the amounts and per-

centages by which budgetary resources must be reduced.
"(ii) The technical and economic assumptions used by the Di-

rector of OMB to calculate the excess defit shall also be used
by the Director of OMB to calculate the required outlay reduc-
twns, the unachieved deficit reduction and the amounts and
percentages by which budgetary resources must be reduced.

"(iii) or ifscal year 1988, except as specified in subparagraph
(B~iv), the Director of 0MB shall use the same economic and
technical assumptions (including outlay rates) that the Director
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O 0MB used in the report submitted to the Temporary Joint
mmittee on Deficit Reduction on August 20, 1987.
"(iv) For fiscal year 1989 and subsequent fiscal years, to the

extent that the report submitted by the President for such fiscal
year under section 1106(a) of title 81, United States Code, uses
economic and technical assumptions (including outlay rates)
that differ from those that will be used by the Director of OMB
in the report IM be submitted under subparagraph (B) for such
fiscal year, the report submitted by the President shall explain
and identify such differences. Such report shall provide an esti-
mate of the defwit excess and net deficit reduction in the
budget baseline consistent with the estimates that will be used
by the Director of OMB in the report to be submitted under sub-
paragraph (B) for such fiscal year. The report submitted by the
Director of OMB under subparagraph (B) for such fiscal year
shall use the economic and technical assumptions that the
report submitted by the President indicated would be used by
such Director.

"(8) DETERMINATION OF REDUCTIONS. -

"(A) The aggregate amount of required outlay reductions
for a fiscal year shall be determined as follows:

"(i) The aggregate required outlay reductions shall
be-

"(I) for fiscal year 1988, the amount of un-
achieved deficit reduction; -.

"(II) for fiscal year 1989, zero if the deficit excess
is equal to or less than $10,000,000,0, or if not,
the lesser of the deficit excess or the amount of un-
achieved deficit reduction; or

"(lID for fiscal year 1990, 1991, 1992, or 1998,
zero if thze deficit excess for such fiscal year is
equal to or less than the amount of the margin for
such fiscal year specified in paragraph (10) of sec-
tion 257, or if not, the amount of the deficit excess
for such fiscal year.

The unachieved deficit reduction shall be
$2,,000,000,000 in the case of fiscal year 1988 and
$36,000,000,000 in the case of fiscal year 1989, minus
the net deficit reduction in the -budget baseline for such
fiscal year, but such unachieved deficit reduction shall
not exceed $28Y,000,000,000 in the case of fiscal year
1988 or $36,000,000,000 in the case of fiscal year 1989.
Net deficit reduction in the budget baseline for a fiscal
year shall be the amount of the estimated deficit for
such fiscal year based on laws enacted by, and regula-
tions promulgated as final by, the snapshot date, as
measured using the budget baseline specified in para-
graph (6), subtracted from the amount of the estimated
deficit for such fiscal year based on laws enacted by,
and regulations promulgated as final by, January 1 of
the calendar year in which such fiscal year begins as
measured by using the budget baseline specified in
paragraph (6). Both such deficit estimates for a fiscal
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year shall be made using the same economic and tech-
nical assumptions.

"(ii) As used in this paragraph, the term 'snapshot
date' means-

"(I) for fiscal year 1988, in the case of an initial
report submitted under subsection (a), October 10,
13987, and in the case of a final report submitted
under subsection (c), the latest possible date before
its submission;

"(II) for fiscal year 1989 and subsequent fiscal
years, in the case of an initial report submitted
under subsection (a), August 15, and in the case of
a final report submitted under subsection (c), the
latest possible date before its submission.

"(B) Subject to the exemptions, exceptions, limitations,
special rules, and definitions. set forth in this section and
in sections 255, 256, and 257, one-half of the aggrgate re-
quired outlay reductions shall be made under accounts
within major functional category 050 (in this part referred
to as outlays under 'defense programs, and shall be made
in accordance with the rules prescribed in subsection (d),
and the other half of the aggregate required outlay reduc-
tions shall be made under other accounts of the Federal
Government (in this part referred to as 'non-defense pro-
gramsa2.

"(C) The amount by which outlays for automatic spend-
ing increases scheduled to take effect during the fiscal year
are to be reduced shall be credited as reductions in outlays
under non-defense programs, and the total amount of re-
ductions in outlays under non-defense programs required
under subparagraph (B) shall be reduced accordingly.

"(D) The maximum reduction permissible for each pro-
gram to which an exception, limitation, or special rule set
forth in subsection (c) or (f) of section 256 applies shall be
credited as reductions in outlays under non-defense pro-
grams, and the amount of reductions in outlays under non-
defense proqrams shall be further reduced by the amount of
the reduction determined with respect to each such pro-
gram.

"(Ei) Sequestrations and reductions under the remain-
ing nondefense programs shall be applied on a uniform
percentage basis so as to reduce new budget authority; new
loan guarantee commitments or limitations; new direct
loan obligations, commitments, or limitations; obligation
limitations,- and spending authority as defined in section
401(cK2) of the Congressional Bu t Act of 1974 to the
extent necessary to achieve any remaining required outlay
reductions; except that each of the programs to which the
special rules set forth in subsections (d) and (k) of section
256 apply shall not be reduced by more than the percent-
ages specified in such subsections and the uniform percent-
age reduction applicable to all other programs under this
clause shall be increased (if necessary) to a level sufficient
to achieve any remaining required outlay reductions.
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"(ii) For purposes -of determining reductions under clause
(i), any reduction in outlays of the Commodity Credit Cor-
poration under an order issued by the President under sec-
tion 252 for a fiscal year, with respect to contracts entered
into during that fiscal year, that will occur during the suc-
ceeding'fiscal year, shall be credited as reductions in out-
lays for the fiscal year in which the order is issued.

The determination of which accounts are within mqjor func-
tional category 050 and which are not, for purposes of subpara-
graph (B), shall be made by the Directors in a manner consist-
ent with the budget submitted by the Presiaent for the fiscal
year 1986; except that for such purposes no part of the accounts
entitled 'Federal Emergency Management Agency, Salaries and
expenses (58-0100.-0-1-999)' and 'Federal Emergency Manage-
ment Agency, Emergency management planning and assistance
(58-0101-0-1-999)' shall be treated as being within functional
category 050.

"(4) ADDITIONAL SPECIFICATIONS.-The reports submitted
under paragraph (2) must also specify (with respect to the fiscal
year involved)--

"(A) the amount and percentage increase of the automatic
spending increase (if any) which is scheduled to take effect
in the case of each program providing for such increases,
and the amount and percentage increase (if any) of each
such increase which will take effect after reduction underthis(part;") the amount of the sa,,ings (if any) to be achieved in

the application of each of the sociall rules set forth in sub-
sections (c) through (1) of section 256, along with a state-
ment of (i) the new Federal matching rate resulting from
the application of subsection (e) of that section, and (ii) the
amount of the percentage reduction in payments to the
States under section 204 of the Federal-State Extended Un-
employment Compensation Adt of 1970; and

"(00i) for defense programs, by account, the reduction
(stated in terms of both percentage and amount) in new
budget authority and unobligated balances, together with
the estimated outlay reductions resulting therefrom; and

"(ii) for non-defense programs, by account, the reduction,
stated in terms of both percentage and amount, in new
budget authority; new loan guarantee commitments or limi-
tations; new direct loan obligations, commitments, or limi-
tations; obligation limitations; and spending authority as
defined in section 401(c)2) of the Congressional Budget Act
of 1974; together with the estimated outlay reductions re-
sulting therefrom.

"(5) BASIS FOR DIRECTORS' ESTIMATES, DETERMINATIONS, AND
SPECIFICATIONS.--The estimates, determinations, and specifica-
tions of the Directors under the preceding provisions of this sub-
section and under subsection (c) shall utilize the budget base-
line, criteria, and guidelines set forth in paragraph (6) and in
sections 255, 256, and 257. In estimating the deficit, the excess
deficit, and unachieved deficit reduction for an initial report
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under (0) or a.final mport under subsection the
tNet" sshl use the bud. pt baseline set forth in paragraph

(6) based on laws enacted Sy, and reguaiospompatda
iqlby, the snapeshotdte apIcableto suhre

its)such report.
)BM•zr au•Nl--n estimating the deficit excess and

net deficit reduction in the budgt baseline and in computing
the amounts and percentages by which.accounts must be re-
duced during a f•ical "ar as set forth in any report required
under this subsection or such fis year, the budget baseline
shall be determined by-

"(A) assuming (subject to subparagraph (B)) the continu.
ation of. current revenue law = Wint• case of spending
authority as defined in section 401(cX) of the C16ngression.
al Budget Act of 1074, funding for current law at levels
sufficient to fully make all payments required under such
law;

"(B) assuming that expiring provisions of law providing
revenues and spending autlorrty as defined in section401(cX)) of the Congresional Budgt Act of 1974 do epire,
except that excise taxes dedicated to a trust fun4 and agri-
cultural price support programs administered through theCommodity Credit Cor tion are extended at current
rates, and contract authority for transportation trust funds
is extended at current levels,

"(C) in the case of all accounts to which subparagraph
(A) does not apply-

"(i) assuming for an account (except as provided by
clause_40), appropriations at the level specified in en--
acted annual appropriations or continuing appropria-
tions enacted for the entire fiocl year, and in addition,
estimates of appropriations to cover the costs of Federal
pay adjustments as set forth in subparagra.ph (DOi)
(unless funding for such pay adjustments are provided
for in such measure as explained in the joint explana-
tory statement of managers accompanying such appro-
priations);

"(ii) assuming, if no annual appropriations or con-
tinuing appropriations for the entire fiscal year have
been enacted for an account subject to sub pagraph
(DXii), appropriations at the lel provided or the pre-
vious fiscal year, (I) adjusted to reflect t full ls-
month costs (without absorption) of t pay adjustment
that occurred in such fiscal year, (II) inflated as speci-
fied in subparagraph (DXi), and (ai) increased to cover
the incrvased costs to agenWcie of personnel benefits
(other than pay) required by law;

"(DXi) as required by subparagraph (CXiiXII), assuming
that the inflator shall equalý-

"(I) in the case of fiscal year 1988-
"(aa) for personnel costs, the rate of Federal pay

adjustments for statutory pay systems and el-
ments of military pay if such adjustments have
been enacted into law or (on or aftr October I of
the fiscal year) have been established pursuant to
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law for such fiscal year or, if not, 4.2 percent, mul-
tiplied by the proportion of the fiscal year for
which the pay adjustments will be effective, multi-
plied by 78 percent; and

"(b) for all other costs, 4. 2 percent;
"(II) in the case of fiscal year 1989 and subsequent

fiscal yeau-
"(aa) for 70 percent of personnel costs, the rate of

Federal pay adjustments for statutory pay systems
and elements of military pay if such adjustmentshave been enacted into law or (on or after October
1 of the fiscal year) have been established pursuant
to law for such fiscal year or, if not, at the infla-
tion rate specified in subclause (II(bb), multiplied
by the proportion of the fiscal year for which the
pay adjustments will be effective, multiplied by 78
percent; and

"(bb) for all other costs, the percentage by which
the average of the estimated gross national product
implicit price deflator for such fiscal year exceeds
the average of such estimated deflator for the prior
fiscal year (and the Director of OMB shald use
such percentage as estimated in the budget submit.
ted by the President under section 1105(a) for such
fiscal year, but such use shall not constrain the
economic assumptions the Director may use under
paragraph (,)XC));-

"(ii) if required by subparagraph (CXi), assuming appro-
priations for a fiscal year in an amount sufficient to--

"(I) cover any Federal pay adjustment for statutory
pay systems (including associated adjustments in bene-
fit costs) if such adjustments have been enacted into
law or, on or after October 1of the fiscal year, have
been established pursuant to law for such fiscal year;

"(II) cover any pay adjustments for elements ofemili-
tary pay (including associated adjustments in bnefit
costs) if such adjustments are specifically enacted into
law or occur pursuant to adjustments for statutory pay
systems if such adjustments have been enacted into law
or, on or after October 1 of the fiscal year, have been
established pursuant to law;

reduced by 2• percent. -

"(iii) assuming for the purposes of subparagraph (CXii)
that the amount-provided for an account for the previous
fiscal year is the amount provided in any enacted annualappropriations or continuing appropriations enacted for the

entire fical year, as modified by any enacted supplemental
appropriations or rescission bills, and if a temporary con-
tinuing appropriation is in effect for the previous fiscal
year, then the amount provided for such account for the
previous fiscal year shall be assumed to be the amount that
would have been enacted if such continuing appropriations
were in effect for the entire fiscal year;
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"(E) assuming that medicare spending levels for inpatient
hospital services will be based upon tghe regulations most
recently issued in final form or proposedWby the Health
Care Financing Administration pursuant to sections
1886(bXSXB), 1886(dSX3A), and 188(eX4) of the Social Secu.
rity Act;

"(F) assuming that, unless otherwise required by law, ad-
vance deficiency payments and paid land diversion pay.
ments under the Agricultural Act of 1949 will be made in
accordance with applicable regulations and payment rates
for 1987;"(G) assuming that the increase in revenues attributable
to any increase in appropriations available for administra.
tion and enforcement of the Internal Revenue Code of 1986
(over the amount actually appropriated for the previous
fiscal year) is consistent on a proportional basis with the
increase in revenues projected to result from the increased
appropriations for such purposes in the budget submitted
under section 1105(a) of title.?1, United States Code, for
such fiscal year;

"(H) assuming, unless otherwise provided by law, that
the increase for Veterans' compensation (06-0158-0-1-701)
for a fiscal year will be the same as that required by law
for Veterans'pensions;

"() assumi,•," for purposes of this paragraph and sub-
paragraph (AXi) of paragraph (3)., that the sale of an asset
or prepayment of a loan shall not alter the deficit or
produce any net deficit reduction in the budget baseline,
except that the budget baseline estimate shall include asset
sales mandated by Iaw before September 18, 1987, and rou-
tine, ongoing asset sales and loan prepayments at levels
consistent with agency operations in fiscal year 1986;

"(J) assuming that deferrals proposed during the period
beginning October 1 of such fiscal year and ending with the
snapshot date for such fiscal year shall not be taken into
account in determining such budget baseline; and

"(K) assuming that the transfer of government actions
from one fiscal year to another fiscal year, as described in
section 202 of the Balanced B udt and Emergency Deficit
Control Reaffirmation Act of 1987, shall not be taken into
account except to the extent provided in such section.

Terms used in this parraph shall have the meanings defined
in sections 256 and 257.

"(b) DATES FOR SUBMISSION AND PRINTING OF REPORTS.--Each
report submitted under this section shall be submitted to the Feder-
al Register on the day that it is issued and printed on the following
day. If the date specified for the submission of a report by the Direc-
tors or its printing in the Federal Register under this section falls
on a Sunday or legal holiday, such report shall be submitted or
printed on the following day.

"(c) REVISED ESTIMATES, DETERMINATIONS, AND REPORTS.-
"(1) REPORTS BY CO0.-On November 15 of fiscal year 1988

and on October 10 of subsequent fiscal years, the Director of
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CBO shall issue a revised report to Congress and the Director of
OMB-

"--i'A) indicating whether and to what extent, as a result of
laws enacted and regulations promulgated as final after
August 15 of the calendar year in which the fiscal year
begins (or after October 10, 1987, in the case of the fiscal
year 1988) the aggregjzte amount of required outlay reduc.
tions identified in the report submitted under subsection
(aK2'A) has been eliminated, reduced, or increased,

"(B) adjusting the determinations made under subsection
(aK2XA) to the extent necessary, and

"(C) specifying by programs, projects, and activities for
defense accounts, the budget baseline from which reduc-
tions are taken and the amounts and percentages by which
such programs, projects, and activities must be reduced.

"(2) REPORTS BY 0MB.-On November 20 of fiscal year 1988
and on October 15 of subsequent fiscal years, the Director of
OMB shall submit to the President and the Congress a report
revising the report issued under subsection (a)(2XB), adjusting
the estimates, determinations, and specifications contained in
the report and taking into account for the purposes of required
determinations and comparisons the revised report issued by the
Director of CBO under paragraph (1). This report shall contain
all of the determinations and comparisons required in, and
shall be based on the same economic and technical assump-
tions, employ the same methodologies, and utilize the same defi-
nition of the budget baseline and the same criteria and guide-
lines as, the report issued under subsection (a)(2XB), and shall
provide for the determination of reductions in the manner speci-
fled in subsection (aK($). In addition, this report shall specify by
programs, projects, and activities for defense accounts, the
budget baseline from which reductions are taken and the

.amounts by which such programs, projects, and activities must
be reduced.

"(d) SEQUESTRATION OF DEFENSE PROGRAMS. -
"(1) DRTERMINATION OF UNIFORM PEsRcENTAGE.-The total

amount of reductions in outlays under defense programs re-
quired for a fiscal year under subsection (aX8XB) shall be calcu-
lated as a percentage of the total amount of outlays for the
fiscal year estimated to result from new budget authority and
unobligated balances for defense programs.

"(2) SEQUESTRATION OF NEW BUDGET AUTHORITY AND UNOBLI-
GA TED BALANCES. -

"(A) Sequestration to achieve the required reduction in
-outlays under defense programs shall be made by reducing
new budget authority and unobligated balances (if any) in
each program, project, or activity under accounts within de-
fense programs by the percentage determined under para-
graph (1), computed on the basis of the combined outlay
rate for new budget authority and unobligated balances for
such program, project, or activity determined under sub-
paragraph (B).
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"(B) If the outlay raie for unobligated balances is not
available for any program, project, or activity, the outlay
rate used shall be the outlay rate for new budget authority.

"(S) FLEXIBILITY WITH RESPECT TO MILITARY PERSONNEL AC-
COUNTS. -

"(A) Notwithstanding paragraphs (1) and (2,), with respect
to a fiscal year the President may, with respect to any mili.
tary personnel account-

"(i) exempt any program, project, or activity within
such account from the order;

"(ii) provide for a lower uniform percentage to be ap-
plied to reduce any program, project, or activity within
such account than Would otherwise apply; or

"(iii) take actions described in both clauses (i) and
(ii).

"(B) If the President uses the authority under subpara-
graph (A), the total amount by which outlays are not re-
duced for such fiscal year in military personnel accounts by
reason of the use of such authority shall be determined.
Additional reductions in outlays under defensefprograms in
such total amount shall be achieved by a uniform percent.
age sequestration of new budget authority and unobligated
balances in each program, project, and activity within each
account within major functional category 050 other than
those military personnel accounts or which the authority
provided under subparagraph (A)has&een exercised, com-
puted on the basis of the outlay rate or each such program,
project, and activity determined under paragraphs (1) and
(W.

"(C) The Preident may not use the authority provided by
subpargrph (A) unless he notifies the Congress on or
before October 10, 1387, in the cas of fiscal year 1988, or
August 15 of the calendar year in which the fiscal year
begins in the case of any subsequent fiscal year, of the
manner in which such authority will be exercised The Di-
rectors shall _flect the results of authority exercised under
this paragrap in the reports required under section
251(aXS).

"(e) ExcEpTIoN.--The preceding provisions of this section shall
not apply if a declaration of war by the Congress is in effect.
"SEC. 25. PRESIDENTIAL ORDER

"(a) SSUAmNCE OF INIrrAL ORDER.-
"(1) IN GENERAL.--On August 25 (or October 20, 1987, in the

case of fiscal year 1988), following the submission of a report by
the Director of OMB under section 251(aX2XB), the President instrict accordance with the requirement of paragraph (2)and
section 251(a) (J) and (4) and subject to the exemption. ,excep-
tions, limitations, special rules, and definitions set forth in sec-
tions 255, 256, and 257, shall make all the reductions specified
in such report by issuing an order that (notwithstanding the
Impoundment Control Act of 1974)--

"(A) in accordance with such report, suspends the oper-
ation of each provision of Federal law that would (but for
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such order) require an autoniatic spending increase to take
effect during such fiscal year in such a manner as to pre.
vent such increase from taking effect or reduce such in.
crease, in accordance with such report; and

"M'(B) in accordance with such report, sequesters new
budget authority; unobligated balances; new loan guarantee
commitments or limitations; ncw direct loan obligations,
commitments, or limitations; spending authority as defined
in section 401(c)2) of the Congressional Budget Act of 1974;
and obligation limitations-

"(i) for funds provided in annual appropriation Acts,
from each affected program, project, and activity (as set
forth in the most recently enacted applicable appropria-
tion Acts and accompanying committee reports for the
program, project, or activity involved, including joint
resolutions providing continuing appropriations and
committee reports accompanying Acts referred to in
such resolutions), applying the same reduction percent-
age as the percentage by which the account involved is
reduced in the report submitted under section
f51(aX)2XB) or from each affected budget account if the
program, project, or activity is not so set forth, and

"(ii) for funds not provided in annual appropriation
Acts, from each budget account activity as identified in
the program and financing schedules contained in the
appendix to the Budget of the United States Govern-
ment for that fiscal year, applying the same reduction
percentage as the percentage by which the account is re-
duced in such report.

"(2) ORDER TO BE BASED ON DIRECTOR OF OMB 8 REPORT.-The
order must provide for reductions in the manner specified in
section 251(aX)), must incorporate the provisions of the report
submitted under section 251(aX2XB), and must be consistent
with such report in all respects. The President may not modify
or-recalculate any of the estimates, determinations, specifwa-
tions, bases, amounts, or percentages set forth in such report in
determining the reductions to be specified in the order with re-
spect to programs, projects, and activities, or with respect to
budget activities, within an account.

"(S) ORDER REQUIRED IF NO REDUCTIONS ARE NEEDED.-If the
report submitted under section 251(ak2X, B) states that no aggre-
gate outlay reductions are required for a fiscal year, the order
issued by the President shall so state.

"(4) EFFECT OF SEQUESTRATION UNDER INITIAL ORDER.-
"(A) IN GENERAL.-Notwithstanding section 257(7),

amounts sequestered under an order issued by the President
under paragraph (1) shall be withheld from obligation or
expenditure pending the issuance of a final order under
subsection (b) and shall be permanently sequestered or re-
ducal in accordance with such final order upon the issu-
ance of such order.

"(B) SPECIAL RULE CONCERNING REDUCTION OF PA YMENTS
UNDER THE MEDICARE PROGRAM.-
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"(i) IN GENERAL.-With respect td services furnished
during the interim period (as defined in clause (iii)) for
any fiscal year, and notwithstanding any other provi-
sion of this Act, payments under the health insurance
programs under title XVIII of the Social Security Act
shall not be reduced by an initial order under this sub-
section for that fiscal year.

"(ii) DIRECTOR OF OMB TO DETERMINE ANNUALIZED
PERCENTAGE REDUCTON.--The Director of OMB, in
consultation with the Secretary of Health and Human
Services, shall determine a percentage reduction which
shall apply to payments under the health insurance
programs under title XVIII of the Social Security Act
for services furnished in any fiscal year after the inter-
im period for that year, such that the reduction made
in such payments under the final order under subsec-
tion (b) for that year shall achieve a total reduction of
2 percent (or, if lower, the uniform percentage reduction
provided under section 251(aX3)(E(i)) in such payments
for such fiscal year as determined on a 12-month basis.

"(iii) INTERIM PERIOD.-In this subparagraph, the
term 'interim period' means, with respect to a fiscal
year, the period beginning on Octoberl- of the fiscal
year and ending on the date of the issuance of the
final order under subsection (b) with respect to that
fiscal year.

"(5) ACCOMPANYING MESSAGE.-Not later than the 15th day
beginning after the President issues an initial order under para-
graph (1) for any fiscal year, the President shall transmit to
both Houses of Congress a single message containing all the in-
formation required by section 251(aX4) and further specifying in
strict accordance with paragraph (2)--

"(A) within each account, for each program, project, and
activity, or budget account activity, the base from which
each sequestration or reduction is taken and the amounts
which are to be sequestered or reduced for each such pro-
gram, project, and activity or budget account activity; and

"(B) such other supporting details as the President may
determine to be appropriate.

Upon receipt in the Senate and the House of Representatives,
the message (and any accompanying proposals made under sub-
section (cX1)) shall be referred to all committees with jurisdic-
tion over programs, projects, and activities affected by the order.

"(6) EFFECTIVE DATE OF INITIAL ORDER. -
"(A) FISCAL YEAR 1988.-The order issued by the Presi-

dent under paragraph (1) with respect to fiscal year 1988
shall be effective as of the day it is issued (and the Presi-
dent shall withhold from obligation or expenditure as pro-
vided in paragraph (4), pending the issuance of the final
order undersubsection (b), any amounts that are seques-
tered under such order).

"(B) FISCAL YEARS 1989-1993.-The order issued by the
President under paragraph (1) with respect to the fiscal



401

15

year 1989 or "any subsequent fiscal year shall be effective as
of October 1 of such fiscal year (and the President shall
withhold from obligation or expenditure as provided in
paragraph (4), pending the issuance of the final order
under subsection (b), any amounts that are sequestered
under such order).

"(7) TREATMENT OF A UTOMA TIC SPENDING INCREASES.-
"(A) FISCAL YEARS 1987-1993. -Notwithstanding any

other provision of law, any automatic spending increase
that would (but for this clause) be first paid during the
period beginning with the first day of such fiscal year and
ending with the date on which a final order is issuedpur-
suant to subsection (b) shall be suspended until such final
order becomes effective, and the amounts that would other-
wise be expended during such period with respect to such
increases shall be withheld. If such final order provides
that automatic spending increases shall be reduced to zero
during such fiscal year, the increases suspended pursuant
to the preceding sentence and any legal rights thereto shall
be permanently cancelled. If such final order provides for
the payment of the full amount of such increases, the in-
creases suspended pursuant to such sentence shall be re-
stored to the extent necessary to pay such reduced or full

jncreases, and lump-sum payments in the amounts neces-
sary to pay such reduced or full increases shall be made,
for the period for which such increases were suspended pur-
suant to this clause.

"(B) PROHIBITION AGAINST RECOUPMENT.-Notwithstand-
ing subparagraph (A), if an amount required to be withheld
is paid, no recoupment shall be made against an individ-
ual to whom payment was made.

"(C) EFFECT OF LUMP-SUM PAYMENTS ON NEEDS-RELATED
PROGRAMs.-Lump-sum payments made under the last sen-
tence of subparagraph (A) shall not be considered as income
or resources or otherwise taken into account in determining
the eligibility of any individual for aid, assistance, or bene-
fits under any Federal or federally assisted program ",/iich
conditions such eligibility to any extent upon the inco.,, or
resources of such individual or his or her family or house-
hold, or in determining the amount or duration of such
aid, assistance, or benefits.

"(b) ISSUANcE OF FINAL ORDER.-
"(1) IN GENERAL. -On October 15 of the fiscal year (or on No-

,-ember 20, 1.987, in the case of fiscal year 1.988), after the sub-
mission of the revised report bi the Director of OMB under sec-
tion 251(c)(2), the President shall issue a final order under this
section to make all of the reductions and sequest rations speci-
fied in such report, but only to the extent and in the manner
provided in such report. The order issued under this subsec-
tion -

"(A) shall include the same reductions and sequestrations
as the initial order issued under subsection (al. adjusted to
the extent necessary to take account of any changes in rele-
vant amounts or percentages determined by the Director of



402

16

OMB in the revised report submitted under section 251]c02),
and shall include a reduction in payments under the
health care programs under title XVIII of the Social Secu-
rity Act determined in accordance with subsection
(a)(4ABYiiZ,

"(B) shall make such reductions and sequestrations in
strict accordance with the requirements of sections 251(a)
(M) and (4), and

"(C) shall utilize the same criteria and guidelines as
those which were used in the issuance of such initial order
under subsection (a).

The provisions of section 251(a)(3) shall apply to the revised
report submitted under section 251(c)2) and to the order issued
under this subsection in the same manner as such provisions
apply to the initial report issued under section 251(aX2XB) and
to the order issued under subsection (a).

"(2) ORDER REQUIRED IF DEFICIT REDUCTION IS ACHIEVED.--If
the Director of OMB issues a revised report under section
251(c)2) stating that as a result of laws enacted and regulations
promulgated as final after August 15 of the calendar .year in
which such fiscal year begins (or October 10, 1987, in the case of
fiscal year 1.988) no deficit reduction is necessary to fully satisfy
the requirements of section 251(aX3XA), the order issued under
this subsection shall so state and shall make available for obli-
gation and expenditure any amounts withheld pursuant to sub-
section (a)(4) or (a)i).

"(1) EFFECTIVE DATE OF FINAL ORDER. -
"(A) The final order issued by the President under para-

graph (1) shall become effective on the date of its issuance,
and shall supersede the initial order issued under subsec-
tion (a)1).

"(B) Any modification or suspension by such order of the
operation of-a provision of law that would (but for such
order) require an automatic spending increase to take effect
during the fiscal year shall apply for the one-year period
beginning with the date on which such automatic increase
would have taken effect during such fiscal year (but for
such order).

"(4) ACCOMPANYING MESSAGE.-Not later than the 15th day
beginning after the President issues a final order under para-
graph (1) for any fiscal year, the President shall transmit to
both Houses of Congress a single message in the same manner
as, and containing all the information required by, subsection
(aX5).

"(c) PROPOSAL OF ALTERNATIVES BY THE PRESIDENT.-
"(1) IN GENERAL.-A message transmitted pursuant to subsec-

tion (aX5) with respect to a fiscal year may be accompanied by a
proposal setting forth in full detail alternative ways to reduce
the deficit for such fiscal year in an amount not less than the
deficit reduction required under section 251(aX3) for such fiscal
year.

"(2) FLEXIBILITY AMONG DEFENSE PROGRAMS, PROJECTS, AND
ACTIVITIES. -
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"(A) Subject to' subparagraphs (B )(C). and (D, and sub-
section4d), new-budget authority and unobligrated balances
for any programs, projects, or activities within major func-
tional category 050 (other than a military personnel ac-
count) may be further reduced beyond the amount specified
in an order issued by the President under subsection (b tl)
for such fiscal year. To the extent such additional reduc-
tions are made and result in additional outlay reductions,
thc President may provide for lesser reductions in new
budget authority and unobligated balances for other pro-
grams, projects, or activities within major functional cate-
gory 050 for such fiscal year, but only to the extent that the
resulting outlay increases do not exceed the additional
outlay reductions, and no such program, project, or activity
may be increased above the level actually made available
by law in appropriation Acts (before taking sequestration
into account). In making calculations under this subpara-
graph, the President shall use account outlay rates that are
identical to those used in the report by the Director of OMB
under section 251(cX)2).

"(B) No actions taken by the President under subpara-
graph (A.) for a fiscal year may result in a domestic base
closure or realignment that would otherwise be subject to
section 2687 of title 10, United States Code.

"(C) The President may not exercise the authority provid-
ed by this paragmph for a fiscal year unless-

"(i) the President submits a single report to Congress
specifying changes proposed to be hmade for such fiscal
year pursuant to this paragraph; and"(ii) a joint resolution afirming or modifying the
changes proposed by the President pursuant to this
paragraph becomes law.

"(D)W within 5 calendar days of session after the President
submits a report to Congress under subparagraph (CXi) for
a fiscal year, but before November 25, 1987, for fiscal year
1988 or, in the case of any subsequent fiscal year, before Oc-
tober 20 of such fiscal year, the majority leader of each
House of Congress shall (by request) introduce a joint reso-
lution which contains provisions affirming the changes pro-
posed by the President pursuant to this paragraph.

"(EXi) The matter after the resolving clause in any joint
resolution introduced pursuant to supagraph (D) shall
be as follows: 'That the report of the President as submitted
on [Insert Date] under section 252(cX2XCXi) is hereby ap-
proved.'.

"(ii) The title of the joint resolution shall be 'Joint reso-
lution approving the report of the President submitted
under section 252(cX2XCXi) of the Balanced Budget and
Emergency Deficit Control Act of 1985. '.

"(iii) Such joint resolution shall not contain any pream.
ble.

"(FXi) A joint resolution introduced in the House of Rep-
resentatives under subparagraph (D) shall be referred to the
Committee on Appropriations, and if not reported within 5
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calendar davs teA cluding Saturday;, Sundays, and legal
holidays' from the date of introduction shall be considered
as ha•itng b'en discharged therefrom and shall be placed
on the appropriate calendar pending disposition of such
toint resolution in accordance with this subsection.

"tit) A joint resolution introduced in the Senate under
subparagraph iDi shall be referred to the Committee on Ap-
propriations, and if not reported within 5 calendar days
excluding Saturdays. Sundays, and legal holidays) from
the date of introduction shall be considered as having been
discharged therefrom and shall be placed on the appropri-
ate calendar pending disposition of such joint resolution in
accordance with this subsection. In the Senate, no amend-
ment made in the Committee on Appropriations shall be in
order other than an amendment (in the nature of a substi-
tute) that is germane or relevant to the provisions of the
joint resolution or to the order issued under section
252(b)ti insofar as they relate to major function 050 (na-
tional defense).

"(iii) On or after the third calendar day (excluding Satur-
days, Sundays, and legal Holidays) beginning after a joint
resolution is placed on the appropriate calendar, notwith-
standing any rule or precedent of the Senate, including
Rule 22 of the Standing Rules of the Senate, it is in order
(even though a previous motion to the same effect has been
disagreed to) for any Member of the respective House to
move to proceed to the consideration of the joint resolution;
and all points of order against the joint resolution (and
against consideration of the joint resolution) are waived,
except for points of order under titles III and IV of the Con-
gressional Budget Act of 1974. The motion is not in order
after the eighth calendar day (excluding Saturdays, Sun-
days, and legal holidays) beginning after such joint resolu-
tion is placed on the appropriate calendar. The motion is
highly privileged in the House of Representatives and is
privileged in the Senate and is not debatable. The motion
is not subject to amendment, or to a motion to postpone, or
to a motion to proceed to the consideration of other busi-
ness. A motion to reconsider the vote by which the motion
is agreed to or disagreed to shall not be in order. If a
motion to proceed to the consideration of the joint resolu-
tion is agreed to, the respective House shall immediately
proceed to consideration of the joint resolution without in-
tervening motion, order, or other business, and the joint res-
olution shall remain the unfinished business of the respec-
tive House until disposed of

"(GXi) In the Senate, debate on a joint resolution intro-
duced under subparagraph (D), amendments thereto, and
all debatable motions and appeals in connection therewith
shall be limited to not more than 10 hours, which shall be
divided equally between the majority leader and the minor-
ity leader (or their designees). In the House, general debate
on a joint resolution introduced under subparagraph (D)
shall be limited to not more than 4 hours which shall be
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equally divided between the chairman of the Committee on
Appropriations and the ranking minority member of such
committee.

"(ii) A motion to postpone, or a motion to proceed to the
consideration of other business is not in order. A motion to
reconsider the vote by which the joint resolution is agreed
to or disagreed to is not in order. In the Senate, a motion to
recommit the joint resolution is not in order. In the House,
a motion further to limit debate is in order and not debata.
ble. In the House, a motion to recommit, with or without
instructions, is in order.

"(HXi) In the House of Representatives, an amendment
and any amendment to an amendment is debatable for not
to exceed 30 minutes to be equally divided between the pro-
ponent of the amendment and a Member opposed thereto.

"(•) No amendment that is not germane or relevant to
the provisions of the joint resolution or to the order issued
under section 252(bX1) insofar as they relate to major func-
tion 050 (national defense) shall be in order in the Senate.
In the Senate, an amendment, any amendment to an
amendment, or any debatable motion or appeal is debatable
for not to exceed 30 minutes to be equally divided between
the majority leader and the minority leader (or their desig-
nees).

"(iii) In the Senate, an amendment that is otherwise in
order shall be in order notwithstanding the fact that it
amends the joint resolution in more than one place or
amends language previously amended. It shall not be in
order in the Senate to vote on the question of agreeing to
such a joint resolution or any amendment thereto unless
the figures then contained in such joint resolution or
amendment are mathematically consistent.

"(iv) It shall not be in order in the Senate to consider any
amendment to any joint resolution introduced under sub-
paragraph (D) or any conference report thereon if such
amendment or conference report would have the effect of
decreasing any specific budget outlay reductions below the
level of such outlay reductions provided in such joint reso-
lution unless such amendment or conference report makes a
reduction in other specific budget outlays at least equiva-
lent to any increase in outlays provided by such amendment
or conference report.

"(v) For purposes of the application of clause (iv), the
level of outlays and specificbudget outlay reductions pro-
vided in an amendment shall be determined on the basis of
estimates made by the Committee on the Budget of the
Senate.

"(I) Immediately following the conclusion of the debate
on a joint resolution introduced under subparagraph (D), a
single quorum call at the conclusion of the debate if re-
quested in accordance with the rules of the appropriate
House, and the disposition of any amendments under sub-
paragraph (H) (except in the House of Representatives for
the motion to recommit and the disposition of any amend-
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ment proposed in a motion to recommit which has been
adopted), the vote on final passage of the joint resolution
shall occur.

"(J) Appeals from the decisions of the Chair relating to
the application of the rules of the Senate or the House of
Representatives, as the case may be, to the procedure relat-
ing to a joint resolution described in subparagraph (D)
shall be decided without debate.

"(K) In the Senate, points of order under titles III and IV
of the Congressional Budget Act of 1974 (including points
of order under sections .O2(c), S08(a), 808, and 401(bX1)) are
applicable to a conference report on the joint resolution or
any amendments in disagreement thereto.

"(L) If, before the passage by the Senate of a joint resolu-
tion of the Senate introduced under subparagraph (D), the
Senate receives from the House of Representatives a joint
resolution introduced under subparagraph (D), then the fol-
lowing procedures shall apply:

"(i) The joint resolution of the House of Representa-
tives shall not be referred to a committee.

"(ii) With respect to a joint resolution introduced
under subparagraph (D) in the Senate-

"(I) the procedure in the Senate shall be the
same as if no joint resolution had been received
from the House; uut

"(IIXaa) the vote on final passage shall be on the
joint resolution of the House if it is identical to
the joint resolution then pending for passage in the
Senate; or

"(bb) if the joint resolution from the House is
not identical to the joint resolution then pending
for passage in the Senate and the Senate then
passes it, the Senate shall be considered to have
passed the joint resolution as amended by the text
of the Senate joint resolution.

"(iii) Upon disposition of the joint resolution received
from the House, it shall no longer be in order to con-
sider the joint resolution originated in the Senate.

"CM) If the Senate receives from the House of Representa-
tives a joint resolution introduced under subparagraph (D)
after the Senate has disposed of a Senate originated joint
resolution which is identical to the House passed joint reso-
lution, the action of the Senate with regard to the disposi-
tion of the Senate originated joint resolution shall be
deemed to be the action of the Senate with regard to the
House originated joint resolution. If it is not identical to
the House passed joint resolution, then the Senate shall be
considered to have passed the joint resolution of the House
as amended by the text of the Senate joint resolution.

"(d) EXISTING PROGRAMS, PROJECTS, AND ACTIVITIES NOT To BE
ELIMIrNATED. -No action taken by the President under subsection (a)
or (b) of this section shall have the effect of eliminating any pro-
gram, project, or activity of the Federal Government.



407

21

"(e) RELATIvE BUDGET PRIORITIES NOT To BE ALTERED.-Nothing
in the preceding provisions of this section shall be construed to give
the President new authority to alter the relative priorities in the
Federal budget that are established by law, and no person who is or
becomes eligible for benefits under any provision of law shall be
denied eligibility by reason of any order issued under this part.

"(f) PART-YEAR APPROPRiA TIONS.-
"(1) EFFECT OF FINAL ORDER ON PART-YEAR APPROPRIATION. -

If, at the time the President issues a final order for any fiscal
year, there is in effect an Act making or continuing appropria-
tions for part of the fiscal year for any budget account which is
subject to reduction under the order, then the amount seques-
tered upon issuance of the order for that account shall be equal
to the reduction amount for such account required by the final
order multiplied by a fraction the numerator of which is the
number of days during the fiscal year with respect to which the
Act applies and the denominator of which is 965.

"(2) EFFECT OF SUBSEQUENT APPROPRIATION ON FINAL
ORDER.-

"(A) If, after the issuance of a final order for a fiscal
year under subsection (b), an Act referred to in paragraph
(1) is extended or an Act making or continuing appropria-
tions for part of the fiscal year for the account is enacted,
then additional amounts determined in the same manner
shall be sequestered.

"(B) Upon enactment of a full-ear appropriation (includ-
ing a continuing appropriation for the full year) for the ac-
count, the full amount of the sequestration specified by the
final order, reduced by the sum of amounts previously se-
questered and savings achieved by such appropriation
measure when the amount enacted is less than the budget
baseline for such account, shall be sequestered, except that
the sum shall not exceed the amount specified in the final
order for the account.

"(S) EFFECTIVE DATE OF sEQUESTRATIos.--A mounts required
to be sequestered by the President under paragraph (1) or (2)
shall be sequestered not later than the close of the fifth calen-
dar day beginning after-the date of enactment into law of the
relevant Act referred to in pa mph (1) or (2).

"(g) PRINTING OP Owr&-Bachinitial order and final order
issued under this section shall be submitted to the Federal Register
on the date it is issued and printed on the following day. If the date
specified for the issuance ofan order or its printing in the Federal
Register under this section falls on a Sunday or legal holiday, such
order shall be issued or printed on the following day..

(b) CONPORMING AMENDMENTI.-
(1) CONGRESSIONAL PROCEDURES.--ection 254(bK1KA) of the

Act is amended by striking outr"the Comptroller General under
section 251(c)2)" and by inserting in lieu thereof "the Director
of OMB under section 251(c)2)"

(2) SsQUEsTRATzONs.-Section 256(aX2) of the Act is amended
to read as follows:

"(2) SEQUESTRATIONS.-Any amounts of new budget authority;
unobligated balances; new loan guarantee commitments or limi-
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rations; new direct loan obligations, commitments, or limita-
tions; spending authority as defined in section 401(c)2) of the
Congressional Budget Act of 1974; or obligation limitations
which are sequestered or automatic spending increases which
are reduced under an order issued under section 252 are perma-
nently cancelled or reduced; with the exception of amounts se-
questered or reduced in special or trust funds, which shall
remain in such funds and be available in accordance with and
to the extent permitted by law, including the provisions of this
Act.".

(S) TREATMENT OF OBLIGATED BALANCES.--Section 256(1) of
the Act is amended to read as follows:

"(1) TREATMENT OF OBLIGATED BALANCES. -Obligated balances
shall not be subject to reduction under an order issued under sec-
tion 252. ".

(4) DEFINITION OF SEQUESTRATION.--Section 257(7) of the Act
is amended to read as follows:

"(7) The terms 'sequester' and 'sequestration' (subject to sec-
tion 252(aX4)) refer to or mean the reduction or cancellation of
new budget authority; unobligated balances, new loan guaran-
tee commitments or limitations; new direct loan obligations,
commitments, or limitations; spending authority as defined in
section 401(cX2) of the Congressional Budget Act of 1974; and
obligation limitations. ".

(5) DEFINITION OF SEQUESTERABLE RESOURCE. -Section 257 of
the Act is amended by adding after paragraph (8) the following
new paragraph:

"(9)The term 'sequesterablc resource' means new budget au-
thority; unobligated balances; new loan guarantee commitments
or limitations; new direct loan obligations, commitments, or
limitations; spending authority as defined in section 401(cX2) of
the Congressional Budget Act of 1974; and obligation limita-
tions for budget accounts, programs, projects, and activities that
are not exempt from reduction or sequestration under this
part. '.

(6) CLARIFYING AMENDMENT RESPECTING APPROPRIATED ENTI-
TLEMENTS.-Section 257 of the Act is amended by adding after
paragraph (10) the following new paragraph:

"(11) As used in this part, all references to section 401(cX2) of
the Congressional Budget Act of 1974 shall include (but are not
limited to) payments to any person or government under terms
of law for the following programs:

"(A) Claims, defense (97-0102-0-1-051).
"(B) Veterans compensation (06-0158-0-1-701).
"(C) Veterans pensions (36-0154-0-1-701).
"(D) Burial benefits and miscellaneous assistance (86-

0155-0-1-701).
"(E) Readjustment benefits (86-0187-0-1-702).
"(F) Loan guaranty revolving fund (86-4025-0-8-704).
"(G) Guaranteed student loans (91-0280-0-1-502).
"(H) Social services block grant (75-1684-0-1-508).
"(I) Family social services (75-1645-0-1-508).
"(J) Rehabilitation services and handicapped research

(91-0801-0-1-506).
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"(K) Grant. to States for medicaid (75-0512-0-1-551).
"(., Special benefits for disabled coal miners (75-0409-4-

1-601).
"(M) Black lung disability trust fund (20-8144-0-7-601).
"(N) Special benefits (16-1521-0-1-602).
"(0) Federal unemployment benefit. and allowances (16-

026--0-1-60).
"(P) Supplemental security income program (75-0406-0-

1-609).
"(Q) Family support payments to States (75-1501-0-1-

609).
"(R) Food stamp program (12-8505-0-1-605).
"(5) Child nutrition programs (124589-0-1-605).
"(T)Retired pay, coast guard (69-0241-0-1-408).
"(U) Government payment for annuitants, employees

health benefits (24-0206-0-1-551).'"
(7) DEFINITIONS OF ASSET SALE AND LOAN PREPA YMENT.--SeC-

tion 257 of the Act is amended by adding after paragraph (11)
the following new paragraph:

"(12) The sale of an asset means the sale to the public of any
asset, whether physical or financial, owned in whole or in part
by the United States. The term 'prepayment of a loan' means
payments to the United States made in advance of the sched-
ules set by law or contract when the financial asset is first ac-
quirec, such as the prepayment to the Federal Financing Bank
of loans guaranteed by the Rural Electrification Administra-
tion. If a law or contract allows a flexible payment schedule,
the term 'in advance' shall mean in advance of the slowest pay-
ment schedule allowed under such law or contract.'".

(8) DEFINITIoN OF oUTLAY RATE.--Section 257 of the Act is
amended by adding after paragraph (12) the following new
paragraphs:

"(18) The term 'outlay rate', with respect to any budget ac-
count, program, project, or activity, means-

"(A) the ratio of outlays resulting in the fiscal year in-
volved from new budgetary resources for such budget ac-
count, program, project, or activity to such new budgetary
resources; or

"(B) the ratio of outlays resulting in the fiscal year in-
volved from unobligated balances for such budget account,
program, project, or activity to such unobligated balances.

"(14) The term 'combined outlay rate', with respect to any
budget account, program, project, or. activity, means the weight-
ed average (by budgetary resources) of the ratios determined
under subparagraphs (A) and (B) of paragraph (18) for such
budget account, program, project, or activity. ".

(9) ALTERNAT8 PROCEDURES.-Section 274(f) of the Act is
amended-

(A) by striking out paragraph (1) and by inserting in lieu
thereof the following new paragraph:

"(1) In the event that any of the reporting procedures de-
scribed in section 251 are invalidated, then any report of the Di-
rector of CBO under section 251(aX2XA) or 251(cX1) shall be
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transmitted to the joint committee established under this sub-
section."'

(B) in paragraphs (2) and (8) by striking out "Directors"
both places it appears therein and by inserting in lieu
thereof "Director of CBO Mand

(C) in paragraph (5) by striking out "section 251 (b) or
(cX2)" and by inserting in lieu thereof "section 251 (aK2XB)
or (cX2)'".

(10) COMPTROLLER GENERAL 'S ESTIMATEs. -Subsection (h) of
section 274 of the Act is amended-

(A) by striking out "Comptroller General" both times it
appears therein and by inserting in lieu thereof "Director of
0MB " and by striking out "section 251(b)" and by inserting
in lieu thereof "section 251(aX2XB)'; and

(B) by striking out ", assumptions, and methodologies"
and by inserting in lieu thereof "and economic assump-
tions'to

(11) CONFORMINo MEDICARE AMENDMENT.-Section
256(dX(1XB) of the Act is amended by inserting after "2Tprcent"t
the following: "(or such higher percentage as may apply as de-
termined in accordance with section 252(aX4XBXii))'.

SEC. 103. COMPLIANCE REPORT BY COMPTROLLER GENERAL
Section 258 of the Act is amended to read as follows:

"SEC. 253. COMPLIANCE REPORT BY COMPTROLLER GENERAL
"On or before November 15 of each fiscal year (or December 15,

1987, in the case of the fiscal year 1988), the Comptroller General
shall submit to the Congress and the President a report on-

"(1) the extent to which each order issued by the President
under section 252 for such fiscal year complies with all of the
requirements contained in section 252, either certifying that the
order fully and accurately complies with such requirements or
indicating the respects in which it does not;

"(2) the extent to which each report of the Director of OMB
under section 251 for such fiscal year complies with all of the
requirements contained in this part, either certifying that the
report fully and accurately complies with such requirements-or
indicating the respects in which it does not; and

"(8) any recommendations of the Comptroller General for im-
proving the procedures set forth in this part.'.

SEC. I14. EXEMPT PROGRAMS AND A CTIVITIE&
(a) CLARIFYING AMENDMENTS.-(1) Section 255(h) of the Act is

amended by including after the item relating to child nutrition the
following new item:

"Commodity supplemental food program (12-S512-0-1-
605), '.

(2) Section 255(g01) of the Act is amended-
(A) by inserting after the item relating to intragovernmental

funds the following new item:
"Medical facilities guarantee and loan fund, Federal in-

terest subsidies for medical facilities (75-4430-03-551),'".
(B) by inserting after the item relating to the Health Educa-

tion Assistance Loan Program the following new item:
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"Higher education facilities loans and insurance (91-0 0-01-7502, ".
(C) by inserting after the item relating to the Bonneville

Power Administration the following new item:
"Bureau of Indian Affairs, miscellaneous payments to In-

dians (14-2808-0-1-452),*".
(D) by inserting before the item relating to the Postal service

fund the following new item:
"Payments to widows and heirs of deceased Members of

Congress (00-0215-0-1-8-V;'".
(E) by inserting before the item relating to the Alaska Power

Administration the following new item:
"Thrift Savings Fund (26-8141-0-7-602); ".
(F) by inserting after the item relating to the Tennessee Valley

Authority the following new item:
"Washington Metropolitan Area Transit Authority, inter-

est payments (46-08900-&-1-401), "
(8) Section 256(bX4) of the Act is amended by inserting at the end

thereof the following new subparagraph:
"(0) Federal Retirement Thrift Investment Board.".

(4) Section 256(e) of the Act is amended by striking out "Any
order" and by inserting in lieu thereof "Notwithstanding any
change in the display of budget accounts, any order".

(b) AMENDMENTS To SPECIICALzY INCLuDE IN T7is ACT ExEMP-
TIoNs ENAcTED SINCE 1985.-(1) Section 255(b) of the Act is amend-
ed by inserting after the colon the following:

"National Service Life Insurance Fund (96-8182-0-7-701);
"Service-Disabled Veterans Insurance Fund (86-4012-0-8-

701);
"Veterans Special Life Insurance Fund (86-8455-0-8-701),
"Veterans Reopened Insurance Fund (86-4010-0-3-701),;
"United States Government Life Insurance Fund (86-8150-0-

7-701);
"Veterans Insurance and Indemnity (86-0120-0-1-701)*
"Special Therapeutic and Rehabilitation Activities Fund (86-

4048-0-8-708);-
"Veterans' Canteen Service Revolving Fund (86-4014-0-8-

705);
"Benefits under chapter 21 of title 88, United States Code, re-

lating to specially adapted housing and mortgage-protection life
insurance for certain veterans with service-connected disabil-
ities (86-0187-0-1-702);

"Benefits under section 907 of title 88, United States Code, re-
lating to burial benefits for veterans who die as a result of serv-
ice-connected disability (86-0155-0-1-701);

"Benefits under chapter 89 of title 88, United States Code, re-
lating to automobiles and adaptive equipment for certain dis-
abled veterans and members of the Armed Forces (86-0187-0-1-702); ".

(2) Section 255(g)(1) of the Act is amended-
(A) by inserting after the item relating to intragovernmental

funds the following new item:
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"Panama Canal Commission, operating expenses (95-
5190-0-2-403), and Panama Canal Commission, capital
outlay (95-5190-0-2-403), '-

(B) by inserting after the item relating to payments to trust
funds the following new item:

"Payments to the United States territories, fiscal assist-
ance (14-0418-0-1-852); '•

(C) by inserting after the item relating to compensation of the
President the following new item:

"Customs Service, miscellaneous permanent appropria.
tions (20-9922-0-2-852);-";

(D) by inserting before the item relating to intragovernmental
funds the following new item:

"Internal Revenue collections for Puerto Rico (20-5787-0-
2-852); '4

(E) by inserting after the first item the following new item:
"Administration of Territories, Northern Mariana Is-

lands Covenant grants (14-0412-0-1-806);'• and
(F) by inserting after. the item relating to payments to the

military retirement fund the following new item:
"Compact of Free Association, economic assistance pursu-

ant to Public Law 99-658 (14-0415-0-1-806);".
"(8) Section 255(g)1) of the Act is amended by inserting "(A)" after

"(1)" and by inserting at the end thereof the following new subpara-graph:"(B) The following budget accounts and activities shall Le
exempt from reduction under any order issued under this part.

"Black lung benefits (20-8144-0-7-601);
"Central Intelligence Agency retirement and disability

system fund (56-8400-0-1-054),*"Civil service retirement and disability fund (24-8185-0-
7-602);

"Comptrollers general retirement system (05-0107-0-1-
801);

"Foreign service retirement and disability fund (19-8186-
0-7-602);

"Judicial survivors'annuities fund (10-8110-0-7-602);
"Longshoremen's and harborworkers' compensation bene-fits (16-9971-0- 7-601);
"Military retirement fund (97-8097-0-7-602);,
"National Oceanic and Atmospheric Administration re-

tirement (18-1450-0-1-806);
"Pensions for former Preidents (47-0105-0-1-802),*
"Railroad retirement tier 11(60-8011-0-7-601);
"Retired pay, Coast Guard (69-0241-0-1-40(),"
"Retirement pay and medical benefits for commissioned

officers, Public Health Service (75--079-0-1-551);,"Special benefits, Federal Employees' Compensation Act

"Special benefits for disabled coal miners (75-0409-0-1-
601), and

"Tax Court judges survivors annuity fund (2M-8115-0-7-
602). ".

4%
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(c) CONFORMING AMENDMENTS. -(1) Section 255(g)(2) of the Act is
amended by repealing the items relating to veterans with the excep-
tion of the items relating to the Lon guaranty revolving fund and
the Servicemen's group life insurance fund.

t'?) Paragraph (1) of section 257 of the Act is amended by striking
out subparagraph (A), by striking out the dash, and by striking out
"(BY ".
SEC. 105. MODIFICATION OF PRESIDENTIAL ORDER.

(a) IN GENERAL. -Part C of the Act is amended by inserting at the
end thereof the following new section:
"SEC. 258. MODIFICA TION OF PRESIDENTIAL ORDER.

"(a) INTRODUCTION OF JOINT RESOLUTIoN.--At any time after the
Director of OMB issues a report under section 251(cX2) for a fiscal
year, but before the close of the tenth calendar day of session in that
session of Congress beginning after the date of issuance of such
report, the majority leader of either House of Congress may intro-
duce a joint resolution which contains provisions directing the
President to modify the most recent order issued under section 252
for such fiscal year. After the introduction of the first such joint
resolution in either House of Congress in any calendar year, then no
other joint resolution introduced in such House in such calendar
year shall be subject to the procedures set forth in this section.

"(b) PROCEDURES FOR CONSIDERATiON OF JOINT RESOLUTIONS.--
"(1) No REFERRAL To COMMITTEE.-A joint resolution intro-

duced in the Senate or the House of Representatives under sub-
section (a) shall not be referred to a committee of the Senate or
the House of Representatives, as the case may be, and shall be
placed on the appropriate calendar pending disposition of such
joint resolution in accordance with this subsection.

"(2) IMMEDIATE CONSIDERATION.--On or after the third calen-
dar day (excluding Saturdays, Sundays, and legal holidays) be-
ginntnng after a joint resolution is introduced under subsection
(a), notwithstanding any rule or precedent of the Senate, includ-
ing Rule 22 of the Standing Rules of the Senate, it is in order
(even though a previous motion to the same effect has been dis-
agreed to) for any Member of the respective House to move to
proceed to the consideration of the joint resolution, and all
points of order against the joint resolution (and against consid-
eration of the joint resolution) are waived, except for points of
order under titles III or IV of the Congressional Budget Act of
1974. The motion is not in order after the eighth calendar day
(excluding Saturdays, Sundays, and legal holidays) beginning
after a joint resolution (to which the motion applies) is intro-
duced. The motion is highly privileged in the House of Repre-
sentatives and is privileged in the Senate and is not debatable.
The motion is not subject to amendment, or to a motion to post-
pone. or to a motion to proceed to the consideration of other
business. A motion to reconsider the vote by which the motion is
agreed to or disagreed to shall not be in order. If a motion to
proceed to the consideration of the joint resolution is agreed to,
the respective House shall immediately proceed to consideration
of the joint resolution without intervening motion, order, or

51-721 0 - 93 - 14
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other business, and the joint resolution shall remain the unfin-
ished business of the respective House until disposed of

"(S) Dsa•BT-
"(A) In the Senate, debate on a joint resolution intro-

duced under subsection (a), amendments thereto, and all
debatable motions and appeals in connection therewith
shall be limited to not more than 10 hours, which shall be
divided equally between the majority leader and the minor-
ity leader (or their desi4news). In the Housew general debate
on a joint resolution introduced under subsection (a) shall
be limited to not more than 4 hours which shall be equally
divided between the majority and minority leaders.

"(B) A motion to postpone, or a motion to proceed to the
consideration of other business is not in order. A motion to
reconsider the vote by which the joint resolution is agreed
to or disagreed to is not in order. In the Senate, a motion to
recommit the joint resolution is not in order. In the House,
a motion further to limit debate is in order and not debata-
ble. In the House, a motion to recommit is in order.

"(CXi) In the House of Representatives, an amendment
and any amendment thereto i debatable for not to exceed
S0 minutes to be equally divided between the proponent of
the amendment and a Member opposed hereto.

"(ii) No amendment that is not germane or relevant to
the provisions of the joint resolution or to the order issued
under section 25n(bX1) shall be in order in the Senate. In
the Senate, an amendment, any amendment to an amend-
ment, or any debatable motion or appeal is debatable for
not to exceed SO minutes to be equally divided between the
majority leader and the minority leader (or their desnees).

"(iii) In the Senate, an amendment that is otherwise in
order shall be in order notwithstanding the fact that it
amends the joint resolution in more than one place or
amends language previously amended It shall not be in
order in the Senate to vote on the question of agreeing to
such a joint resolution or any amendment thereto unless
the figures then contained in such joint resolution or
amendment are mathematically consistent.

"(4) VoTw ON FINAL PAssAoz.-Immediately following the
conclusion of the debate on a joint resolution introduced undersubsection (a), a single quorum call at the conclusion of thedebate if requested in accordance with the rules of the appropri-
ate House, and the disposition of any amendments under para.
graph (W) (except for the motion to recommit in the House of
Representatives), the vote on final passage of the joint resolu-
tion shall occur.

"(5) APPmLj.--Appeale from the decisions of the Chair relat-
ing to the application of the rules of the Senate or the House of
Re.resentative, as the case may be to the procedure relating.to
a point resolution described in subsection (a) shall be decided
without debate.

"(6) C'ONFERENCE s PORTS.-In the Senate, points of order
under titles III and IV of the Congressional Budget Act of 1974
(including points of order under sections 302(c),J0$(a), 306, and
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401(b)1)) are applicable to a conference report on the joint reso-
lution or any amendments in disagreement thereto.

"(7) RESOLUTION FROM OTHER HOUSE. -If, before the passage
by the Senate of a joint resolution of the Senate introduced
under subsection (a), the Senate receives from the House of Rep-
resentatives a joint resolution introduced under subsection (a),
then the following procedures shall apply:

"(A) The joint resolution of the House of Representatives
shall not be referred to a committee.

"(B) With respect to a joint resolution introduced under
subsection (a) in the Senate-

"(i) the procedure in the Senate shall be the same as
no joint resolution had been received from the

house; but
"(ii)(I) the vote on final passage shall be on the joint

resolution of the House if it is identical to the joint res-
olution then pending for passage in the Senate; or

"(II)f the joint resolution from the House is not
identical to the joint resolution then pending for pas-
sage in the Senate and the Senate then passes it, the
Senate shall be considered to have passed the joint res-
olution as amended by the text of the Senate joint reso-
lution.

"(C) Upon disposition of the joint resolution received
from the House, it shall no longer be in order to consider
the resolution originated in the Senate.

"(8) SENATE ACTION ON HOUSE RESOLUTION.--If the Senate re-
ceives from the House of Representatives a joint resolution in-
troduced under subsection (a) after the Senate has disposed of a
Senate originated resolution which is identical to the House
passed joint resolution, the action of the Senate with regard to
the disposition of the Senate originated joint resolution shall be
deemed to be the action of the Senate with regard to the House
originated joint resolution. If it is not identical to the House
passed joint resolution, then the Senate shall be considered to
have passed the joint resolution of the House as amended by the
text of the Senate joint resolution..

(b) CLERICAL AMENDMENT.-The table of contents set forth in sec-
tion 200(b) of the Act is amended by inserting after the item relating
to section 257 the following new item:

"Sec. 258. Modifwation of Preaidential order. .

SEC. 106. MAXIMUM DEFICIT AMOUNTS.
(a) REvIsIoN oF DEFINITION OF MAXIMUM DEFIcIT AMouNT.-

Paragraph (7) of section 3 of the Congressional Budget and Im-
poundment Control Act of 1974 is amended by striking out subpara-
graphs (D) through (F) and by inserting in lieu thereof the follow-
ing: "(D) with respect to the fiscal year beginning October 1, 1987,

$144Pooooooo0o00
"(E) with respect to the fiscal year beginning October 1, 1988,

$186,000,0000,00;
"(F) with reect to the fiscal year beginning October 1, 1989,$100o, o0000oo, ooo
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"(G) with respect to the fiscal year beginning October 1, 1990,
$84V , o000,000o

"(H) with respect to the fiscal year beginning October 1, 1991,
$28,000,000,000; and

"(I) with respect to the fiscal year beginning October 1, 1992,
zero."

(b) DizFzNTroN OF MARGIN.--Section 257 of the Act is amended by
inserting after paragraph (9) the following new paragraph:

"(10) The term 'marginI means $10,X00,009,(.0 with respect to
each of fiscal years 1988 through 1992 and zero with respect to
fiscal year 1998. ".

(c) REvIsION OF EXPIRATION DATE OF THE BALANCED BUDGET AND
EMERGENCY DEFICIT CONTROL Acr OF 1985.-Subsection (bX1) of
section 275 of the Act is amended by striking out "September 80,
1991" and by inserting in lieu thereof "September 80, 1998'.

(d) SecTiON 801(i) POINT OF ORDER.-Paragraph (2) of section
301(i) of the Congressional Budget Act of 1974 is amended by insert-
ing "(A)" before "Paragraph" and by adding at the end thereof the
following new paragraphs:

"(B) Paragraph (1) shall not apply to the consideration of any
concurrent resolution on the budget for fiscal year 1988 or fiscal
year 1989, or amendment thereto or conference report thereon, if
such concurrent resolution or conference report provides, or in
the case of an amendment if the concurrent resolution as
changed by the adoption of such amendment would provide for
deficit reduction from a budget baseline estimate as specified in
section 251(a)6) of the Balanced Budget and Emergency Deficit
Control Act of 1985 for such fiscal year (based on laws in effect
on January 1 of the calendar year during which the fiscal year
begins) equal to or greater than the maximum amount of una-
chieved deficit reduction for such fiscal year as specified in sec-
tion 251(aX3XA) of such Act.

"(C) For purposes of the application of subparagraph (B), the
amount of deficit reduction for a fiscal year provided for in a
concurrent resolution, or amendment thereto or conference
report thereon, shall be determined on the basis of estimates
made by the Committee on the Budget of the House of Repre-
sentatives or of the Senate, as the case may bee. ".

(e) SECTION 811(a) POINT OF ORDER IN THE SENATE.-
(1) Section 311(a) of the Congressional Budget Act of 1974 is

amended by striking out all after "in the Senate," and by in-
serting in lieu thereof the following: "would otherwise result in
a deficit for such fiscal year that-

"(A) for fiscal year 1989 or any subsequent fiscal year, exceeds
the maximum deficit amount specified for such fiscal year in
section 8(7); and

"(B) for fiscal year 1988 or 1989, exceeds the amount of the
estimated deficit for such fiscal year based on laws and regula-
tions in effect on January 1 of the calendar year in which such
fiscal year begins as measured using the budget baseline speci-
fied in section 251(a)(6) of the Balanced Budget and Emergency
Deficit Control Act of 1985 minus $23,000.000,000 for fiscal year
1988 or $36,000,000,000 for fiscal year 1989;
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except to the extent that paragraph (1)-of- section 301(i) or section
046(b), as the case may be, does not apply by reason of paragraph (2)

of such subsection. my
(2) Section 254(b)l XE) of the Act is amended by inserting

"and for fiscal year 1988-&or 1989, exceed the amount of the esti-
mated deficit for such fiscal year based on laws and regulations
in effect on January I of the calendar year in which such fiscal
year begins as measured using the budget baseline specified in
section 251(a)(6) of the Balanced Budget and Emergency Deficit
Control Act of 1985 minus $23,000000000 for fiscal year 1988
or $86,000,000,000 for fiscal pear 1989; after "maximum deficit
amount for such fiscal year,

(/) PRESIDENT'S BvDGET. -Section 1105(f) of title 31, United States
Code, is amended-

(1) by redesignating paragraph (3) as paragraph (5); and
(2) by inserting after paragraph (2) the following new para-

"0, ) he budget transmitted pursuant to subsection (a) for a fiscal
year shall include a budget baseline estimate made in accordance
with section 251(aX6) of the Balanced Budget and Emergency Defi-
cit Control Act of 1985 and using economic and technical assump-
tions consistent with the current services budget submitted under
section 1109 for the fiscal year. If such budget-baseline estimate dif-
fers from the estimate in the current services budget, the President
shall explain the differences. The budget transmitted pursuant to
subsection (a) for such fiscal year shall include the information re-
quired by section 251(aX2) of such Act (other than account-level
detail) assuming that the deficit in such budget baseline were the
amount estimated by the Director of the Office of Management and
Budget on August 25 of the calendar year in which the fiscal year
begins.

"(4) Paragraphs (1) and (2) shall not apply with respect to fiscal
year 1989 if the budget transmitted for such fiscal year provides for
defwit reduction from a budget baseline deficit for such fiscal year
(as defined by section 251(aX6) of the Balanced Budget and Emer-
gency Defwit Control Act of 1985 and based on laws in effect on
January 1, 1988) equal to or greater than $96,000,(000,(000..
SEC. 107. SPECIAL RULES FOR MEDICARE PROGRAM.

(a) TEMPORARY EXTENSION OF PA YMENT POLICIES FOR INPATIENT
HOSPITAL SERVICES. -

(1) IN GENERAL.-Notwithstanding any other provision of law.
with respect to payment for inpatient hospital services under
section 1886 of the Social Security Act:

(A) TEMPORARY FREEZE IN PPS HOSPITAL RATES. -For
purposes of subsection (d) of such section for discharges oc-
curring during the period beginning on October 1, 1987, and
ending on November 20, 1987 (in this paragraph referred to
as the "extension period'), the applicable percentage in-
crease under subsection (bXWOB) of such section with respect
to fiscal year 1988 is deemed to be 0 percent.

(B) TEMPORARY FREEZE IN PAYMENT BASIS.-
(i) EXTENSION OF BLENDED DRG RATE.-For purposes

of subsection (dX1) of such section, the "applicable corn-
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bined adjusted DRG prospective payment rate" for dis-
charges occurring-

(I) during the extension period is the rate speci-
fied in subsection (dJXID)(ii) of such section, or

(II) after such period is the national adjusted
prospective payment rate determined under subsec-
tion (dXS) of such section.

(ii) EXTENSION OF HOSPITAL-SPECIFIC PAYMENT.-For
the first 51 days of a hospital cost reporting period be-
ginning during fiscal year 1988, payment 'shall be
made under clause (ii) (rather than clause (iii)) of sub.
section (dX)1A) of such section (subject to clause (i) of
this subparagraph).

(C) TEMPORARY FREEZE IN AMOUNTS OF PAYMENT FOR
CAPITAL.--For payments attributable to portions of cost re-
porting periods occurring during the extension period, the
percent specified in subsection (gXXAAXii) of such section is
deemed to be 8.5 percent.

(D) TEMPORARYi FREEZE IN rETURN ON EQUITY RE BUC-
TONS.--For the first 51 days of a cost reporting period be-
ginning during fiscal year 1988, subsection (gV2)of such
section shall be applied as though the applicable percentage
were 75 percent.

(E)) TEMPORARY FREEZE IN PAYMENTS RATES FOR PPS-
EXEMPT HOSPITAA.--For purposes of payment under subsec-
tion (b) of such section for cost reporting periods beginning
during fiscal year 1988, with respect to the first 51 days of
such a period the applicable percentage increase under
paragraph (0XB) of such subsection is deemed to be 0 per-
cent.

(2) CONTINUATION OF CAPITAL POLIcy.-section 9821(c) of the
Omnibus Budget Reconciliation Act of 1986 is amended-

(A) by striking "SEPTEmBER t" in the heading of para-
groh 1)and inserting "NOVEMBERs2I

paragraph (1), by striking "Septe r1987" and
inserting "November 21, 1987'"

(C) in the second sentence of paragraph (1), by striking
"before the date of the enactment of this Act", and

(D) in paragraph (4), by striking "second sentence" and
all that follows through "operating costs" and inserting
"second sentence of section 1886(aX)4) of the Social Security
Act, from the term "operating costs".

(b) FREEZING CERTAIN CHANGES IN MEDICARE PAYMENT REGULA-
TIONS AND POLICIES.-

(1) IN GENERAL.-Notwithstanding any other provision of law,
the Secretary of Health and Human Services is not authorized
to issue after September 18, 1987, and before November 21,
1987-

(A) any final regulation that changes the policy with re-
spect to payment under title XVIII of the Social Security
Act to providers of service for reasonable costs relating to
unrecovered costs associated with unpaid deductible and
coinsurance amounts incurred under such title;
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(B) any final regulation, instruction, or other/policy
change which is primarily intended to have the effect of
slowing down claims processing, or delaying payrjent of
claims, under such title; or

(C1) any final regulation that changes the policy under
such title with respect to payment for a return on equity
capital for outpatient hospital services.

The final regulation of the Health Care Financing Administra-
tion published on September 1, 1987 (52 Federal Register $2920)
and relating to changes to the return on equity capital provi-
sions for outpatient hospital services is void and of no effect.

(2) OTHER COST SAVINGS PoLcIZS.-Notwithstanding any
other provision of law, except as required to implement specific
provisions required under statute, the Secretary of Health and
Human Services is not authorized to issue in final form, after
September 18, 1987, and before November 21, 1987, any regula-
tion, instruction, or other policy which is estimated by the Sec-
retar to result in a net reduction in expenditures under title
XVII of the Social Security Act in fiscal year 1988 of more
than $50,000,000. Any regulation, instruction, or policy which is
issued in violation of tkis paragraph is void and of no effect.

() EXCEPTION.--Paragphs (1) and (2) shall not be construed
to apply to any regulation, instruction, or policy required to im-
plement the amendment made by section 9811(a) of the Omni.
bus Budget Reconciliation Act of 1988 (relating to periodic in-
terim payments).

(c) DEI4Ay IN ORGAN PROCURMmsNT REQuREMENTS.--Section
9W18(b) of the Omnibus Budt Reconciliation Act of 1986 is amend.
ed by striking "October 1, 1987" each place it appears and inserting
"November 21, 1987".

TITLE II-BUDGET PROCESS REFORM

SEC. 201. 2-.YEAR APPROPRIATION&
It is the sense of the Congress that the Congress should undertake

an experiment with multiyear authorizations and 2-.year appro
tions for selected agencies and accounts. An evaluation of the effica'
cy and desirability of such experiment should be conducted at the
end of the 2-year period. The appropriate committees are directed to
develop a plan in consultation with the leadership of the House and
Senate to implement this experiment.
SEC. 20. PROHIBITION OF COUNTING AS SAVINGS THE TRANSFER OF GOV-

ERNMENT ACTIONS FROM ONE YEAR TO ANOTHER
(a) IN GENjRAz.--Except as otherwise provided in this section,

any law or regulation that has the effect of transferring an outlay,
receipt, or revenue of the United States from one fiscal year to an
adjace.tt f scal year shall not bi treated as altering the defwit or
producing net deficit reduction in any fisal year for purposes of theCongressional Budgt Act of 1974 and the Balanced Budget and
"Emergency Deficit Control Act of 1985

(b)ExCEpnoN.-Subsection (a) shall not apply if the law making
the transfer stipulates that such transfer--
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(1) is a necessary (but secondary) result of a significant policy
change;

(2) provides for contingencies; or
(S) achieves savings made possible by changes in program re-

quirements or by greater efficiency of operations.
SEC. 203. FINANCIAL MANAGEMENT REFORM.

It is the sense of the Congress that the Congress should undertake
a coordinated effort to identify problems and develop specify recom-
mendations to reform the financial management systems of the
United States Government, including consideration of the use of
generally accepted accounting principles.
SEC. 204. EXTENSION OF STATE AND LOCAL COST ESTIMATES,

The State and Local Government Cost Estimate Act of 1981 is
amended by striking out section 4.
SEC. 205. EXTRANEOUS PROVISIONS IN THE SENA TE.

(a) PROHIBITION OF EXTRANEOUS MATTERS IN RECONCILIATION
MEASURES IN THE SENATE.-Section 20001 of the Consolidated Om-
nibus Budget Reconciliation Act of 1985, as amended by section
7006 of the Omnibus Budget Reconciliation Act of 1986, is amended
in subsection (c) by striking out "January 2, 1988" and inserting in
lieu thereof "September 30, 1992".

(b) PROvISIONS CONSIDERED To BE EXTRANEOUS IN THE SENATe. -
Subsection (dX1XA) of such section is amended by inserting before
the period at the end thereof ' and (E) a provision shall be consid-
ered to be extraneous if it increases, or would increase, net outlays,
or if it decreases, or would decrease, revenues during a ftiscal year
after the fiscal years covered by such reconciliation bill or reconcili-
ation resolution, and such increases or decreases are greater than
outlay reductions or revenue increases resulting from other provi-
sions in such title in such year".

(c) APPLICATION OF SUBSECTION (a) To CERTAIN SENATE RESOLU-
TIoNs.-Nothing in the amendment made by subsection (a) shall be
construed as limiting the manner in which S. Res. 286 (99th Con-
gress, 1st session), as amended by S. Res. 509 (99th Congress, 2d ses-
sion), shall apply to reconciliation bills and reconciliation resolu-
tions considered on or after the date of the enactment of this joint
resolution.
SEC. 2W. CODIFICATION OF LA W REGARDING DEFERRAL AUTHORITY.

(a) PROPOSED DEFERRALS OF BUDGET AUTHORITY. -Section 1013
of the Impoundment Control Act of 1974 is amended to read as fol-
lows:

"PROPOSED DEFERRALS OF BUDGET AUTHORITY

"SEC. 1018. (a) TRANSMITTAL OF SPECIAL MESSAGE.- Whenever
the President, the Director of the Office of Management and Budget,
the head of any department or agency of the united States, or any
officer or employee of the United States proposes to defer any budget
authority provided for a specific purpose or project, the President
shall transmit to the House of Representatives and the Senate a spe-
cial message specifying-

"(1) the amount of the budget authority proposed to be de-
ferred;
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"(2) any account, department, or establishment of the Govern-
ment to which such budget authority is available for obligation,
and the specificprojects or governmental functions involved;

"(8) the period of time during which the budget authority is
proposed to be deferred;

"(4) the reasons for the proposed deferral, including any legal
authority invoked to justify the proposed deferral;

"(5) to the maximum extent practicable, the estimated fiscal,
economic, and budgetary effect of the proposed deferral; and

"(6) all facts, circumstances, and considerations relating to or
bearing upon the proposed deferral and the decision to effect
the proposed deferral, including an analysis of such facts, cir-
cumstances, and considerations in terms of their application to
any legal authority, including specific elements of legal author-
ity, invoked to justify such proposed deferral, and to the maxi-
mum extent practicable, the estimated effect of the proposed de-
ferral upon the objects, purposes, and programs for which the
budget authority is provided.

A special message may include one or more proposed deferrals of
budget authority. A deferral may not be proposed for any period of
time extending beyond the end of the fiscal year in which the spe-
cial message proposing the deferral is transmitted to the House and
the Senate.

"(b) CONSISTENCY WITH LEGISLATIVE PoLIcy.-Deferrals shall be
permissible only-

"(1) to provide for contingencies;
"(2) to achieve savings made possible by or through changes

in requirements or greater efficiency of operations; or
"(3) as specifically provided by law.

No officer pr employee of the United States may defer any budget
authority for any other purpose.

"(c) EXCEPTION.-The provisions of this section do not apply to
any budget authority proposed to be rescinded or that is to be re-
served as set forth in a special message required to be transmitted
under section 1012. '.

(b) CONFORMING AMENDMENT.-The first sentence of section 1016
of the Impoundment Control Act of 1974 is amended by striking out
"under section 1012(b) or 1013(b)' and by inserting in lieu thereof
"under this title".

(c) REAFFIRMATION.-Sections 1015 and 1016 of the Impoundment
Control Act of 1974 are reaffirmed.
SEC. 207. CLARIFICATION OF CONGRESSIONAL INTENT REGARDING RES('IS-

SION A UTIORITY.
Section 1012(b) of the Impoundment Control Act of 1974 is amend-

ed by adding at the end thereof the following: "Funds made avail-
able for obligation under this procedure may not be proposed for re-
scission again. ".
SEC. 208. E('ONOMIC AND TECHNICAL ASSUMPTIONS.

(a) POINT OF ORDER.-Section 301(g) of the Congressional Budget
Act of 1S74 is amended to read as follows:

"(g) ECONOMIC ASSUMPTIONS.-
"(1) It shall not be in order in the Senate to consider any con-

current resolution on the budget for a fiscal year, or any amend-
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ment thereto, or any conference report thereon, that sets forth
amounts and levels that are determined on the basis of more
than one set of economic and technical assumptions.

"(2) The joint explanatory statement accompanying a confer-
ence report-on a concurrent resolution on the budget shall set
forth the common economic assumptions upon which such joint
statement and conference report are based, or upon which any
amendment contained in the joint explanatory statement to be
proposed by the conferees in the case of technical disagreement,
is based.

"(8) Subject to periodic reestimation based on changed eco-
nomic conditions or technical estimates, determinations under
titles III and IV of the Congressional Budget Act of 1974 shall
be based upon such common economic and technical assump-
tions. ".

(b) APPLICATION OF SEcwoN 801(g) POINT OF ORDER TO REvisIoNs
OF CONCURRENT RESOLUTIONS ON THE BuDxET.-Section 804 of the
Congressional Budget Act of 1974 is amended by inserting at the
end thereof the following:.

"(c) EColoMIC AssuMPTnONS.-The provisions of section 301(g)
shall apply with respect to concurrent resolutions on the budget
under this section (and amendments thereto and conference reports
thereon) in the same way they apply to concurrent resolutions on the
budget under such section 301(g) (and amendments thereto and con-
ference reports thereon). "
SEC. 20.. CLARIFICATION OF CONGRESSIONAL INTENT REGARDING TIME

LIMITS FOR CONFERENCE REPORTS ON CONCURRENT RESO-
LUTIONS ON THE BUDGET.

Section J05(cX2) of the Congressional Budget Act of 1974 is
amended by inserting "and all amendments in disagreement, and
all amendments thereto, and debatable motions and appeals in con-
nection therewith "after "budget, '.
SEC. 210. APPEALS OF CERTAIN RULINGS IN THE SENATE.

(a) IN GENERAL.--Section 271 of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 is amended by redesignatingsub-
section (c) as subsection (d) and by inserting after subsection(b) the
following new subsection:

"(c) ApPEms oF RuLINGs.-An affirmative vote of three-fifths of
the Members of the Senate, duly chosen and sworn, shall be re-
quired in the Senate to sustain an appeal of the ruling of the Chair
on a point of order raised under section S01(i), 302(c), S02(19, 304(b),
806, 310(d), 910(g), or 811(a) of the Congressional Budget Act of
1974. '

(b) CONFORMING AMENDMENT.-Section 275(bK2XD) of such Act is
amended by striking out "section 271(b)" and inserting in lieu there-
of "subsections (b) and (c) of section 271."
SEC. 211. WAIVER OF SECTION 302(c) RELATING TO COMMITTEE ALLOCA-

TION&
Section 271(b) of the Balanced Budget and Emergency Deficit

Control Act of 1985 is amended by inserting "902(c)," after "801(i), '.
SEC. 212. CREDIT REFORM.

The Congressional Budget Office, in consultation with the Gener-
al Accounting Offiwe, shall study and report to Congress on Federal
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direct loan and loan guarantee programs/for fiscal year 1987 and
fiscal year 1988. The report shall be submitted as soon as practica-
ble to all congressional committees of appropriate jurisdiction. The
report shall provide information arid recommendations on: (1) more
accurately measuring the costs to the Federal Government of such
credit programs, (2) comparing the cost of credit programs to other
forms of Federal assistance, and (3) improving the allocation of re-
sources between credit and other programs. The report shall also
discuss the considerations involved in establishing a system for
using the information on the costs of credit programs as part of the
budget process.
SEC 213. EXERCISE OF R/LEMA KING POWER

This Act and the amendments made by this Act, other than those
relating to the activities of the executive and judicial branches of
the Government, are enacted by Congress-

(1) as an exercise of the rulemaking power of the House of
Representatives and the Senate, respectively, and as such they
shall be considered as part of the rules of each House, respec-
tively, or of that House to which they specifically apply, and
such rules shall supersede other rules only to the extent that
they are inconsistent therewith; and

(2) with full recognition of the constitutional right of either
House to change such rules (so far as relating to such House) at
any time, in the same manner and to the same extent as in the
case of any other rule of such House.

And the Senate agree to the same.
From the Committee on Appropriations:

JOHN P. MURTHA,
BOB TRAXLER,
MICKEY EDWARDS,
JERRY LEWIS,

From the Committee on the Budget:
WILLIAM H. GRAY,
HOWARD WOLPE,
MARVIN LEATH,
WILLIS D. GRADISON, Jr.,
CONNIE MACK,

From the Committee on Government Operations:
JACK BROOKS,
FRANK HORTON,

From the Committee on Rules:
CLAUDE PEPPER,
BUTLER DERRICK,
TRENT LOTT,
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From the Committee on Ways and Means:
DAN ROmTNKOWSKI,
SAM M. GIBBONS,
J.J. PICKLE,-
CHARLES B. RANGEL,
PETE STARK,
ANDREW JACOBS, Jr.,
ED JENKINS,
MARTY Russo,
ROBERT T. MATSUI,
JOHN DUNCAN,
BILL ARCHER,
RICHARD SCHULZE,
WILLIAM THOMAS,

Additional conferees:
THOMAS S. FOLEY,
WILLIAM D. FORD,
LUs ASPIN,
MARY ROSE OAKAR,
LEON PANETTA,
VIC FAZIO,
BUDDY MACKAY,
BILL FRENZEL,
RALPH REGULA,
JUDD GRE•GG,
LYNN MARTIN,
NANCY L. JOHNSON,

Managers on the Part of the House.
LLOYD BENTSEN,
DANIEL MOYNIHAN,
SPARK M. MATSUNAGA,
LAWTON CHILES,
FRITz HOLLINGS,
CARL LEVIN,
BOB PACKWOOD,
PHIL GRAMM,

Managers on the Part of the Senate.
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JOINT EXPLANATORY STATEMENT OF THE COMMITTEE OF
CONFERENCE

The managers on the part of the House and the Senate at the
conference on the disagreeing votes of the two Houses on the
amendihents of the Senate numbered 1, 2, 3, and 4 to the joint res-
olution (H.J. Res. 324) increasing the statutory limit on the public
debt, submit the following joint statement to the House and the
Senate in explanation of the effect of the action agreed upon by the
managers and recommended in the accompanying conference
report:

I. INCREASE IN PUBLIC DEBT LIMrr

Current Law
The permanent limit on the public debt is $2,111 billion. This

limitation was enacted on August 21, 1986 (Public Law 99-384). A
temporary limit of $2,352 billion is in effect through September 23,
1987, under Public Law 100-84, enacted on August 10, 1987.

House Joint Resolution
H.J. Res. 324, as passed by the House, provides for an increase of

the permanent public debt limit to $2,565.1 billion. This debt limit
level is the amount approved by the Congress in the conference
report on the budget resolution for fiscal year 1988 (H. Con. Res.
93) and is estimated to be the appropriate level through September
30, 1988.

Senate Amendment
Senate amendment numbered 1 strikes out the House language

and substitutes a temporary increase in the public debt limit to
$2,800 billion for the period ending on May 1, 1989. The limit re-
verts to $2,111 billion on May 2, 1989.
Conference Agreement

The conference agreement increases the permanent public debt
limit to $2,800 billion.

II. SOCIAL SECURITY TRUST FUNDS

Current Law
The.Old-Age, Survivors, and Disability Insurance (OASDI) pro-

gram is financed primarily from Social Security taxes on employ-
ers, employees, and self-employed persons. Under the normalized
tax transfer provisions of current law, the Treasury Department is
required at the start of each month to credit the trust funds with
an amount equal to the taxes expected to be received during the
month. The Treasury Department is also required to invest the

(39)
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assets of the trust funds. Funds must be invested in securities
issued (or fully guaranteed) by the Federal Government. The secu-
rities issued at the beginning of the month are redeemed as neces-
sary to finance benefit payments. Funds not needed to finance cur-
rent withdrawals are held by the trust funds in the form of invest-
ed assets.

Governmental securities issued to the trust funds are subject to
the statutory limit on the public debt. When that debt limit is
reached, the Treasury Department may be unable, without violat-
ing the limit, to meet the requirement that an amount equal to ex-
pected payroll tax receipts be fully invested at the beginning of the
month.

In a situation where the debt limit prevents the Treasury De-
partment from utilizing the normal investment and disinvestment
procedures, present law does not provide specific guidance as to the
alternative procedures to be followed. On several occasions in 1984
and 1985 the Treasury responded to such situations by disinvesting
securities held by the trust funds that it would not have been nec-
essary to redeem in the absence of the debt-limit constraint. This
procedure allowed the Treasury to create sufficient borrowing au-
thority to finance current withdrawals without exceeding the debtlimit.

In such circumstances, the trust funds may be placed in a posi-
tion where they will earn less interest than would be the case
under normal investment procedures. In addition, the redemption
of trust fund holdings to generate cash to meet benefit obligations
can result in significant changes in the portfolio of investments
held by the trust funds-changes that would not occur in the ab-
sence of a debt-limit constraint. Present law contains no mecha-
nism to restore the lost interest or to reconstitute the portfolio of
the trust funds. Specific legislation was enacted in 1985 to correct
for the impact of debt-limit constraints in 1984 and 1985.

Present Law imposes on the Board of Trustees the duties of:
Holding of the trust funds;
Meeting and reporting to the Congress at least once a year;
Reporting immediately if they find the balance in a trust

fund to be "unduly small";
Recommending improvements to better coordinate Social Se-

curity and unemployment compensation; and
Reviewing and recommending changes in trust fund manage-

ment policies.

House Joint Resolution
H.J. Res. 324, as passed by the House, does not contain any pro-

visions dealing with the Social Security trust funds.
Senate Amendment

Senate amendment numbered 2 establishes rules for investment
and disinvestment of the Old-Age, Survivors, and Disability Insur-
ance (OASDI) Trust Funds during periods when the normal borrow-
ing operations of the Treasury Department are constrained because
of the debt limit:

The Treasury Secretary is directed to redeem securities held
by the trust funds that, absent the debt ceiling, would not need
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to be redeemed to meet the program's obligations on a timely
basis;

The amount of such redemptions cannot be greater than the
amount which would be redeemed under normal operating con-
ditions; and

If the trust funds have not been issued securities promptly
because of debt-limit constraints, those securities must be
issued as room develops for investment within the debt limit
(but only to the extent that the Treasury Department has actu-
ally received the Social Security taxes giving rise to those un-
invested amounts).

The Senate amendment also provides that, after the normal trust
fund investment and disinvestment procedures have been affected
by a period of debt-limit constraint, the trust funds will be restored
fully as soon as the debt limit is increased:

There is appropriated to the trust funds the amount of any
interest that would have been earned, but was not, because of
the impact of the debt limit;

The portfolio of the trust funds is to be reconstituted by the
issuance or reissuance of securities as necessary to leave the
funds with the same holdings they would have had but for the
impact of the debt limit; and*

A special Trustees' Report to the Congress is to be made de-
tailing trust fund operations during any period of debt-limit
constraint and describing the actions taken to restore the
funds after the end of that period.

Finally, the Senate amendment revises and clarifies the statuto-
ry requirements on the Board of Trustees:

The Treasury Secretary is required to report monthly to the
Board of Trustees of the Social Security trust funds on the
status of the funds, and is required to notify both the Board
and the Congress 15 days prior to the date on which he ex-
pects, because of the debt limit, to be unable fully to comply
with the transfer or investment requirements of the Act;

Funds appropriated or deposited in the Social Security trust
funds are to be available-immediately and exclusively for trust
fund purposes;

The Board of Trustees will be required to meet twice, rather
than once, each year; and

The duty of the trustees faithfully to execute the responsibil-
ities imposed on them by the Act is explicitly stated.

Effective July 1, 1990, the Senate amendment repeals a provision
enacted in 1983 under which the OASDI trust funds are credited
on the first day of each month with the Social Security taxes ex-
pected to be collected during the month. Instead, the funds will be
credited on a daily basis as the taxes are received. Otherwise, the
changes made by the Senate amendment are effective upon enact-
ment.

Conference Agreement
The Senate recedes from its amendment.
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111. DEFICIT RF.mcUrION PRocEDUREN AN) BUL;,F.T PRocKss REFORM

OVERVIEW

The Balanced Budget and Emergency Deficit Control Act of 1985
(Public Law 99-177), commonly referred to as the 1985 Balanced
Budget Act or the Gramm-Rudman-Hollings Act, established deficit
targets (leading to a balanced budget by fiscal year 1991) and a spe-
cial deficit-reduction process known as sequestration. Additionally,
the Act made extensive changes in congressional procedures under
the Congressional Budget and Impoundment Control Act of 1974
(Public Law 93-344).

H.J. Res. 324, as passed by the House, does not contain any pro-
visions dealing with deficit reduction procedures or budget process
reform.

Senate amendment numbered 3 adds two new titles to the joint
resolution that modify the deficit targets and sequestration process
under the 1985 Balanced Budget Act; adopt other budget process
reforms, particularly in the congressional budget process; and es-
tablished new procedures for dealing with Federal credit activities.

The conference agreement also adds two new titles to the joint
resolution that amend the-1985 Balanced Budget Act, adopts other
budget process reforms, and requires the Congressional Budget
Office to issue recommendations on credit reform.

The following discussion explains current law, the Senate amend-
ment, and the conference agreement in more detail, according to
specific topics.

A. DEFICIT REDUCTION PROCEDURES UNDER THE 1985 BALANCED
BUDGET ACT

H.J. Res. 324, as passed by the House, does not contain any pro-
visions dealing with the 1985 Balanced Budget Act. Senate amend-
ment numbered 3 in part adds a new Title II (Budget and Fiscal
Procedures) to the joint resolution; Part A of Title II contains the
"Balanced Budget and Emergency Deficit Control Reaffirmation
Act of 1987." The conference agreement adds a new Title I (Deficit
Reduction Procedures).

1. Deficit Targets and Amount of Sequestration

Current Law
The 1985 Balanced Budget Act established (in Section 3(7) of the

1974 Budget Act) a deficit target, referred to as a "maximum defi-
cit amount," for each of six consecutive fiscal years, beginning with
$171.9 billion for FY 1986, $144 billion for FY 1987, and declining
by $36 billion a year thereafter until a balanced budget is achieved
in FY 1991. The deficit targets are as follows:

FY 1986-$171.9 billion;
FY 1987-$144 billion;
FY 1988-$108 billion;
FY 1989-$72 billion;
FY 1990-$36 billion; and
FY 1991 -zero.
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The Act contains emergency procedures, known generally as se-
questration, to eliminate the deficit excess-that amount of the es-
timated deficit that exceeds the deficit target. Sequestration in-
volves the issuance of a presidential order that permanently can-
cels (with certain exceptions) budgetary resources in order to
achieve a required amount of outlay savings. If sequestration is re-
quired for a fiscal year, the entire amount of the deficit excess for
that year must be eliminated. (To eliminate a deficit excess of $20
billion, for example, budgetary resources would have to be reduced
by a much greater amount in order to yield the $20 billion in ag-
gregate required outlay reductions).

Sequestration would not occur during FY 1987-1990 if the deficit
excess is $10 billion or less. (The $10 billion margin-of-error amount
does not apply for FY 1991; in that year, any deficit excess would
have to be eliminated.)

Provisions in the 1985 Balanced Budget Act pertaining to the
deficit targets and sequestration procedures expire on September
30, 1991.

Section 301(i) of the 1974 Budget Act, as amended by the 1985
Balanced Budget Act, establishes a point of order in both Houses
that bars the consideration of a budget resolution recommending a
deficit level greater than the applicable maximum deficit amount.
The point of order would not apply if a declaration of war by Con-
gress is in effect.

The President's budget also must not exceed the applicable maxi-
mum deficit amount.

Senate Amendment
The Senate amendment revises the deficit targets beginning with

FY 1988 and extends them for one year, as follows:
FY 1988-$150 billion;
FY 1989-$130 billion;
FY 1990-$90 billion;
FY 1991-$45 billion; and
FY 1992-zero.

Under the Senate amendment, if sequestration is required, the
entire amount of the deficit excess must be eliminated (except pos-
sibly for FY 1989). Also, the $10 billion margin-of-error amount ap-
plies for FY 1988-1991, but not for FY 1992.

In the case of FY 1989 only, the amount of required outlay reduc-
tions is the lesser of (1) the amount of the deficit excess or (2) the
amount necessary to achieve a $36 billion reduction from a current
services baseline deficit. With regard to the second condition, se-
questration would not occur if a report issued by the Director of
the Office of Management and Budget (OMB) indicates that $36 bil-
lion in deficit reduction has been achieved. This final OMB report
is issued after preliminary reports are made by the OMB Director,
the Director of the Congressional Budget Office (CBO), and the
Comptroller General.

To determine whether the second condition has been met, each
agency estimates the amount of deficit reduction achieved below its
own current services baseline deficit estimate made earlier in the
year.(Currentservices is defined as zero percent real growth for all
programs subject to appropriation.) OMB must use a baseline esti-
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mate (and corresponding economic and technical assumptions) that
it is required to submit as part of the President's annual budget in
January. CBO must use a baseline deficit estimate and assump-
tions that it is required to include in its annual February report.
After reviewing the OMB and CBO estimates, the Comptroller Gen-
eral must issue on March 1 his own estimate of the FY 1989 base-
line deficit and corresponding assumptions.

The Senate amendment changes the expiration date for provi-
sions dealing with the deficit targets and sequestration procedures
to September 30, 1992.

The Senate amendment modifies Section 301(i) of the 1974
Budget Act to make the point of order apply to a FY 1989 budget
resolution only if it causes the deficit target to be exceeded and rec-
ommends reducing the deficit for that year by less than $36 billion.
Also, the Senate amendment establishes a new Section 301(j) which
states that the determination of revenue, outlay, and deficit levels
under the section shall be based on estimates provided by the
House and Senate Budget Committees.
Conference Agreement

The conference agreement revises the deficit targets beginning
with FY 1988 and extends them for two years, as follows:

FY 1988-$144 billion;
FY 1989-$136 billion;
FY 1990-$100 billion;
FY 1991-$64 billion;
FY 1992-$28 billion; and
FY 1993-zero.

Under the conference agreement, if sequestration is required, the
entire amount of the deficit excess must be eliminated (except for
FY 1988 and possibly for FY 1989). Also, the $10 billion margin-of-
error amount, defined as the "margin," is set at $10 billion for FY
1988-1992 and zero for FY 1993.

For FY 1988 only, the conference agreement provides that the
aggregate required outlay reductions to be accomplished through
sequestration shall be the amount of unachieved deficit reduction
for the fiscal year. Unachieved deficit reduction for FY 1988 is set
at $23 billion, minus the net deficit reduction achieved (because of
laws enacted or regulations promulgated as final) between January
1, 1987 and the appropriate 'snapshot date" (in the case of the ini-
tial sequestration report, October 10, 1987, and in the case of the
final sequestration report, the latest date possible before its sub-
mission on November 15, 1987 by the CBO Director and on Novem-
ber 20, 1987 by the OMB Director).

For FY 1989 only, the conference agreement provides that the
aggregate required outlay reductions to be accomplished through
sequestration shall be the lesser of the deficit excess or the amount
of unachieved deficit reduction for the fiscal year (or zero if the def-
icit excess is equal to or less than the margin for that year-$10
billion). Unachieved deficit reduction for FY 1989 is set at $36 bil-
lion, minus the net deficit reduction achieved (because of laws en-
acted or regulations promulgated as final) between January 1, 1988
and the appropriate "snapshot date" (in the case of the initial se-
questration report, August 15, 1988, and in the case of the final se-
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questration report, the latest date possible before its submission on
October 10, 1988 by the CBO Director and on October 15 by the
OMB Director).

The conferees recognize that the "snapshot date" may be differ-
ent for the final OMB and CBO reports and therefore some legisla-
tion and regulations reflected in one report may not be reflected in
the other. The OMB and CBO Directors shall ensure that the re-
vised sequestration reports reflect legislation enacted or regula-
tions promulgated as final as of three days prior to the issuance of
such reports. In addition, the Directors shall ensure to the maxi-
mum extent practicable that. the revised reports reflect legislation
enacted or regulations promulgated as final during the three days
immediately prior to the issuance of such reports.

The conference agreement caps the maximum amount of aggre-
gate required outlay reductions at $23 billion for FY 1988 and $36
billion for FY 1989, but such amounts are not capped for the re-
maining fiscal years. The OMB and CBO Directors would deter-
mine the amount of net deficit reduction achieved for a fiscal year
using the methodology and guidelines for making baseline esti-
mates prescribed in Section 251(aX6) of the 1985 Balanced Budget
Act, as amended by this Act.

For the remaining fiscal years, FY 1990-1993, the aggregate re-
quired outlay reductions to be accomplished through sequestration
would be equal to the amount of the deficit excess (or zero if the
deficit excess is equal to or less than the margin for that year-$10
billion for FY 1990-1992 and zero for FY 1993).

The conference agreement changes the expiration date pertain-
ing to the deficit targets and sequestration procedures to Septem-
ber 30, 1993.

The conference agreement amends Section 301(i) of the 1974
Budget Act so that a point of order would not apply to a FY 1988
or FY 1989 budget resolution if it provides for deficit reduction of
$23 billion for FY 1988 or $36 billion for FY 1989, as measured
against the budget baseline as defined in the 1985 Balanced Budget
Act, as amended in this Act. Further, Section 311(a) of the 1974
Budget Act is amended to provide that in the Senate legislation
will not be subject to a point of order for causing a violation of the
maximum deficit amount if the legislation would not cause the
amount of deficit reduction to be less than $23 billion for FY 1988
or $36 billion for FY 1989. Sections 302 and 311 will continue to
prohibit consideration of legislation which would cause a breach of
the appropriate levels of budget authority, outlays, or revenues pro-
vided in the applicable budget resolution. Determinations of the
amount of deficit reduction, for purposes of these sections, would be
based on estimates provided by the House and Senate Budget Com-
mittees.

Finally, the conference agreement amends 31 IL S.C. 1105(f) to
provide that the President may submit a budget for FY 1989 rec-
ommending a deficit for that year in excess of the maximum deficit
amount so long as the budget recommends $36 billion in reductions
from a baseline estimate under the 1985 Balanced Budget Act, as
amended by this Act.
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2. Sequestration "Trigger" Mechanism and Issuance of Presidential
Order

Current Law
The 1985 Balanced Budget Act originally provided for an auto-

matic sequestration procedure. As originally framed in the Act, an
initial or final presidential sequestration order would be triggered
by a report issued by the Comptroller General estimating a deficit
in excess Gf the amount allowed. The Comptroller General would
give due regard in his report to an earlier joint sequestration
report of the OMB and CBO Directors. This triggering procedure
was invalidated by rulings of a special three-judge panel of the U.S.
District Court, on February 7, 1986, and of the Supreme Court, on
July 7, 1986. It was determined that the Comptroller General is an
employee of the Legislative Branch, and so could not compel an Ex-
ecutive Branch action.

In anticipation of possible invalidation by the courts of the
Comptroller General's role in the triggering procedure, Congress
included "fallback" procedures in the Act, enabling Congress to
trigger an initial or final presidential sequestration order by the
enactment of a joint resolution setting forth the contents of the
OMB/CBO joint report.

The Act directs the President to issue a sequestration order,
upon the enactment of a joint resolution under the fallback proce-
dures, that is consistent with the joint resolution in all respects.
The order must provide for reductions in accounts as specified in
the joint resolution and must provide for uniform reductions
within accounts for each program, project, and activity (for pro-
grams funded by annual appropriations) or each budget activity
(for programs funded by other means).

Further, the Act requires the President to submit a detailed mes-
sage to Congress regarding an initial order at the time the order is
issued. Also, he must issue a final order even if the deficit excess
has been eliminated (the order would so state), releasing any
amounts withheld under the initial order. Presidential sequestra-
tion orders have been placed in the Federal Register, even though
this is not required explicitly by the Act.

Senate Amendment
The Senate amendment reinstates an automatic sequestration

trigger for the period covering FY 1988-1992. Under the revised
mechanism, a presidential sequestration order would be triggered
by a report from the OMB Director. The OMB Director's report
would give due regard to a sequestration report issued earlier by
the Comptroller General, which in turn would be based on a review
of an earlier joint sequestration report of the OMB/CBO Directors.

Conference Agreement
The conference agreement reinstates automatic triggering for FY

1988-1993. During these years, a presidential sequestration order
would be triggered automatically by a report from the OMB Direc-
tor. TheOMB Director's report would give due regard to a report
issued earlier by the CBO Director. Unlike the Senate amendment,
the conference agreement does not provide a role for the Comptrol-
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ier Generial in the prep:tr.•dt f-? d:iisuae'Ce ,.,f Sequiestrytion1 re-
ports

Becatuse the FY 198$ se,,uestrat,on process would begin after the
start of the fiscal year, the conference agreement includes a special
rule to assure that the correct amount of reduction takes place in
the Medicare program

Additionally, the conference agreement establishes a procedure
to ensure that the aniouwt of deficit reduction required to be ac-
coniplished in an appropriations account through a sequestration
order is achieved in the situation where a short-term continuing
resolution is in effect when the sequestration order is issued and,
subsequently, a full-year continuing resolution or a regular oppro-
priations bill is enacted into law. Section 252(fk2xB of the 1985
Balanced Budget Act, as amended by this Act, requires that the se-
questration be automatically carried out when such a situation
occurs. While supplementals are not affected by this provision, ap-
propriations measures continue to be constrained by the various
points of order in the 1974 Budget Act, particularly involving the
spending ceilings created by the Se-tion 302 allocation process.

If a short-term continuing resolution is in effect when a seques-
ter order is issued, then for each account, the sequester amount, as
determined by the sequester order, is pro-rated for the period cov-
ered by the continuing resolution. These funds are withheld, but
not permanently cancelled. Subsequent short-term continuing reso-
lutions during the year, if enacted, are subject to the same pro-
rated sequestration procedure. The total amount withheld under
short-term continuing resolutions shall apply toward the total
amount sequestered once a full-year appropriations measure is en-
acted. If the full-year appropriations measure appropriates at a
level lower than the budget baseline for an individual account,
then the amount sequestered for that account is reduced by the
amount by which that appropriation is below the budget baseline.
The final amount of funds available for an individual account, fol-
lowing enactment of a full-year appropriation (including a full-year
continuing resolution) and implementation of the sequester, shall
not be, as a result of the sequester, less than the budget baseline
amount minus the sequester amount for that account as specified
in the final order.

In the event the automatic triggering procedures for FY 1988-
1993 are invalidated by court ruling, the conference agreement pro-
vides that a presidential sequestration order may be triggered
under fallback procedures involving the enactment of a joint reso-
lution based on the sequestration report issued by the CBO Direc-
tor.

With regard to the issuance of an order, the conference agree-
ment makes clear that the President must issue an initial seques-
tration order even if the triggering procedures indicate that no re-
ductions are required (the order would so state). Such a require-
ment already applies in the case of a final order.

The President must also issue a detailed message, as a single doc-
ument, to accompany a final order. Such-a requirement already ap-
plies in the case of an initial order. The message accompanying an
initial or final order must be submitted to Congress within 15 days
after the order is issued.
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Finally, the conference agreement provides that presidential se-
questration orders, as well as sequestration reports issued by OMB
and CBO, shall be submitted to the Federal Register on the day
they are issued and printed on the following day.

3. Timetable
Current Law

The 1985 Balanced Budget Act provides for the issuance of an
initial OMB/CBO joint sequestration report on August 20 and the
issuance by the President (upon the enactment of a joint resolution
under the "fallback" procedures) of an initial sequestration order
on September 1. '1 he initial report is based on laws and regulations
in effect on August 15. The initial order becomes effective (provid-
ing for the temporary withholding of budgetary resources) on Octo-
ber 1.

On October 5, the OMB and CBO Directors jointly issued a re-
vised sequestration report; the President issues a final sequestra-
tion order on October 15 (upon enactment of a joint sequestration
resolution). The final order becomes effective immediately (perma-
nently cancelling-budgetary resources).

On or before November 15, the Comptroller General submits to
Congress and the President a compliance report, certifying whether
the final sequester order complies fully and accurately with the re-
quirements of the Act.

Senate Amendment
The Senate amendment retains the general late-August to mid-

October timetable, but changes certain dates to reflect the modified
procedures. The OMB Director would issue initial and final trigger-
ing reports on September 1 and October 15, respectively. The Presi-
dent would issue an initial and final sequester order on September
3 and October 20, respectively.

Conference Agreement
The conference agreement establishes the following timetable for

FY 1988-1993, in which some of the dates of action for FY 1988
differ from those for the remaining years:

TIMETABLE FOR SEQUESTRATION PROCEDURES

rF Aym-
19a8 1989-193

Date from whch dercit reduction is measured ........ ....... January 1... ....... January 1.
Present submits to Congress the mid.sesson Ilbudget report Not appicable.........July 15

(establIshing the economic and technical assumptions to be
used in sequestration)

Presidentia notificabon regarding Mihtary Personnel accounts ........... October 10 ................. August 15.
Initial OMB/COO snapshot .. . ................................ October 10.............. August 15.
CO issues ds indialreportltoOMB and Congress ........ ....... ...October15. ......... August 20.
OMB issues its Wiital report to the President and Congress ............ October 20 . ...........August 25.
Preh dent issues initial order............. ............. October 20 ......................... August 25
President trainds to Congress a detailed message regardinglthe Within 15 days after the Within 15days after the

intl order order is issued. order is issued.
Fiscal year begins and indial order becoeqes effective..........-.... October 1 (order becomes OctoberI

effective on date isumd).
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TIMETABLE FOR SEQUESTRATION PROCEDURES--Continued

FeW Y.-

10 IM-1l3

COO issues its resed repor t to 0MB and onress........5 ....................... October 10.
0MB issues its remsed report to the President and Congress ........ Nowab 20..........October 15.
President issues final order (which becomes effective immediate. November 20...........October 15

Wl).
Majority Leader in each House shal imtroduce a joint resolution intoducew within 5 sesn- introduced within 5 session.

which affirms any modifications in defense programs prqosed days after repor is days after report is
in the President's notification report if the report is tioey submitted by President sulbitted by President
submitted (the joint resolution is considered under expedited (but before November 25). (but before October 20).
pocedures and is amdable).

Majority Leader in each House may introduce a joint resolution Introduced with10 session-Introduced within 10 session
which moddies the final order (the oInt resolution is cOnsid- days at rvised 0MB days after revised OMB
ered under expedited procedures and is amendable) report a suimfed, repot is submitted

President transmits to Congress a detailed message regarding the Wthin 15 days after the Withm 15 days after the
final order orderIs issued. order is issued

Comptroller Gene issues compliance report . .De mlbr 15 ............................- Novembe 15.

4. Baseline Spending, Revenue, and Deficit Estimates

Current Law
The 1985 Balanced Budget Act provides that the joint sequestra-

tion report of the OMB and CBO Directors for a fiscal year shall:
(1) estimate budget baseline levels of spending, revenue, and the
deficit for that year, including the amount by which the projected
deficit exceeds the deficit target; (2) provide OMB and CBO eco-
nomic assumptions, including the estimated rate of real economic
growth; and (3) calculate the amounts and percentages by which
various budgetary resources must be sequestered in order to reduce
outlays and eliminate any deficit excess. The revenue and spending
of the Social Security trust funds are included in the baseline esti-
mates, even though they are off-budget under law.

Budgetary resources, in the case of defense programs, include
new budget authority and unobligated balances of budget authority
provided in previous years; obligated balances may be sequestered
only if the President uses the special authority provided to cancel
or modify defense contracts. In the case of nondefense programs,
budgetary resources include new budget authority, new direct loan
obligations, new loan guarantee commitments, obligation limita-
tions, and spending authority defined in Section 401(cX2) of the
1974 Budget Act (which includes all permanent appropriations and
mandatory current appropriations, including entitlements).

The 1985 Balanced Budget Act prescribes the methodology for
making baseline estimates of spending, revenues, and the deficit.
The budget baseline totals are generally referred to as the "Gradi-
son base' estimates, which differ from other measures of current
services or baseline projections used by OMB and CBO (primarily
in the treatment of annual appropriations). Three important deter-
minants of baseline estimates are: (1) economic assumptions, (2)
budgetary resource-outlay ratios (outlay rates), and (3) other as-
sumptions.
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Economic Assumptions.--Under existing law, the Directors of
OMB and CBO make their own determinations regarding the eco-
nomic assumptions that will be used in making the baseline esti-
mates for sequestration. While any differences in the two sets of
baseline estimates are averaged in the joint report, any differences
in economic assumptions need not be reconciled.

Budgetary Resource-Outlay Ratios.-Under existing law, the Di-
rectors of OMB and CBO make their own determinations regarding
the budgetary resource-outlay ratios (outlay rates) that will be used
in making thie baseline estimates for sequestration. While any dif-
ferences in the two sets of baseline estimates are averaged in the
joint report, any differences in budgetary resource-outlay ratios
need not be reconciled.

Other Assumptions.--Current law specifies certain other assump-
tions to be used in making the baseline estimates for sequestration.
Under current law, the deficit estimate and amount of required re-
ductions are measured from a baseline which assumes that: (1) cur-
rent law will continue in the case of revenues, permanent appro-
priations, and entitlement programs; (2) discretionary appropria-
tions will be equal to prior-year amounts (except when appropria-
tions for the fiscal year have been enacted); (3) expiring provisions
of revenue and permanent spending law will expire as scheduled
(with certain exceptions); and (4) Federal pay rates will be adjusted
as recommended by the President or as enacted into" law. In pre-
paring sequestration reports for FY 1986 and FY 1987, OMB and
CBO disagreed regarding the treatment of appropriated entitle-
ments (CBO assumed full funding for the fiscal year while OMB as-
sumed the prior-year amounts) and Federal pay raises (CBO as-
sumed that additional funding would be provided while OMB as-
sumed that the increased costs would be absorbed). The conferees
agree that the CBO interpretations reflect the intent of Congress.
Senate Amendment

The Senate amendment modifies the procedures for making base-
line estimates with regard to the use of economic assumptions,
budgetary resource-outlay ratios, and other assumptions.

Economic Assumptions. -The Senate amendment provides for the
specification by Congress of certain economic assumptions to be
used by the OMB and CBO Directors and the Comptroller General
in making baseline estimates for the sequestration reports.

For FY 1988, each report must use the list of 14 economic varia-
bles whose values will be specified in the statute by the conferees.
For FY 1989 and beyond, the Directors of OMB and CBO and the
Comptroller General must submit to the Temporary Joint Commit-
tee on Deficit Reduction, by July 25, their estimates of the baseline
deficit, the 14 economic variables, and key technical variables to be
used in sequestration reports. Congress may enact a joint resolu-
tion, reported by the Temporary Joint Committee, requiring the Di-
rectors and the Comptroller General to use one or more of these
variables in the sequestration reports and specifying their values
within the range established by the July 25th reports.

Budgetary Resource-Outlay Ratios.-The Senate amendment pro-
vides that sequestration reports issued by the OMB and CBO Direc-
tors and the Comptroller General must use budgetary resource-
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outlay ratios as contained in the sequestration report for FY 1986.
By June 20 (September 9, 1987 for FY 1988), either or both Direc-
tors may submit a proposal to Congress to change one or more of
these ratios. Such a proposal, if enacted in a "fast-track" joint reso-
lution reported by the Temporary Joint Committee, would change
the ratios (if and until they are changed later).

Other Assumptions.--The Senate amendment generally retains
the existing requirements regarding the construction of baseline es-
timates, with the following modifications and additions in assump-
tions:

Appropriated entitlements will be fully funded for the fiscal
year;

The absorption of increased Federal pay costs will be capped
according to historical averages;

New Federal regulations will be counted in the baseline only
if promulgated by August 15 in the case of initial sequestration
reports (or, for FY 1988 only, within two weeks after enact-
ment of this Act), and only if promulgated by October 1, in the
case of revised reports;

Asset sales will be assumed to occur only if: (1) a final notice
of sale has been published in the Federal Register before
August 15 of that year (or, for FY 1988, within two weeks after
enactment of this Act); (2) if the receipts f-om such sale were
assumed by the CBO Director in the baseline estimate of the
deficit contained in "An Analysis of the President's Budgetary
Proposals for Fiscal Year 1988"; or (3) if the savings from ruch
sale are the result of reconciliation savings assumed in the
joint explanatory statement accompanying the conference
report on the budget resolution for FY 1988 (H. Con. Res. 93);
and

Advance farm deficiency payments will be made each year
unless legislation is enacted that restrains or eliminates such
payments.

Conference Agreement
The conference agreement requires that the OMB and CBO se-

uestration reports also include an estimate of the net deficit re-
uction made for the fiscal year. (This amount, which is subtracted

from $23 billion in the case of FY 1988, and $36 billion in the case
of FY 1989, is used to determine the amount of unachieved deficit
reduction for those fiscal years.)'

Further, the Directors must identify in their sequestration re-
ports the aggregate required reductions for the fiscal year. (The ag-
gregate required outlay reductions equal, for FY 1988, the amount
of unachieved deficit reduction; for FY 1989, the lesser of the
amount of unachieved deficit reduction or the deficit excess; and
for FY 1990-1993, the amount of the deficit excess; except that no
sequestration is required in FY 1989-1992 if the deficit excess is
less than $10 billion.)

The conference agreement requires the OMB Director in his se-
questration reports to identify and explain any differences between
his estimates and those of the CBO Director regarding: (1) the ag-
gregate amount of required outlay reductions; (2) the aggregate
amount of resources to be sequestered from defense accounts (by
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- type of sequestrable resotirce) and from nondefense accounts (by
type of sequestrable resource); and (3) the amount of sequestrable
resources for any budget account that is to be reduced if such dif-
ference is greater than $5 million.

Also, the OMB Director must calculate the reduction amounts on
the basis of his estimate of the aggregate required outlay reduc-
tions, but using the technical assumptions and methodologies used
in the CBO report, and explain any differences in the two sets of
resulting figures. The conferees assume that the OMB Director will
consult with the CBO Director in order to obtain the information
required by this provision, and perhaps may request that the CBO
Director provide the required calculations.

The sequestration reports of the OBM and CBO Directors must
provide estimates of the baseline and reduction amounts for pro-
grams, projects, and activities within defense accounts. The confer-
ence agreement provides that these estimates be included in the
final report but not the initial report, and assumes that they shall
be required only to the extent that appropriations for the fullfiscal
year have been enacted into law.

The term "sequestrable resource" is defined to include the
present categories of budgetary resources (clarifying that new loan
guarantee limitations and direct loan commitments and limitations
are budgetary resources), except for obligated balances (which no
longer is a sequestrable budgetary resource).

Finally, the conference agreement modifies the procedures with
regard to the use of economic assumptions, budgetary resource-
outlay ratios (outlay rates),-and ather assumptions for purposes of
calculating the baseline.

Economic Assumptions.--The conference agreement does not pro-
vide for congressional specification of economic assumptions
through the enactment of a joint resolution. For FY 1988, the OMB
Director must use the same economic assumptions that he used in
the sequestration report issued on August 20, 1987. For FY 1989
and beyond, the OMB Director must use the same economic as-
sumptions that were used in the President's mid-session budget
report which is required by law to be submitted by July 15, al-
though the Director is also allowed to display an alternative set of
assumptions in his mid-session budget report as long as he explains
the differences and the details their budgetary effects.

For all fiscal years, the OMB Director must use the same eco-
nomic assumptions to estimate the deficit excess, net deficit reduc-
tion, and the reguired outlay reductions and to calculate the
amounts and percentages by which budgetary resources must be re-
duced.

Budgetary Resource-Outlay Ratios.-The conference agreement
does not provide a procedure for changing budgetary resource-
outlay ratios through the enactment of a joint resolution. Instead,
the conference agreement provides that the aggregate budgetary
resource-outlay ratio, defined as the aggregate 'outlay rate," for
defense programs and the aggregate outlay rate for nondefense

-programs used in the OMB Director's report, shall not deviate by
more than one-half of one percent from the aggregate outlay rates
used in the sequestration report for the prior year, after adjusting
for changes in the mix of budgetary resources..
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Other Assumptions.--For FY 1988, the OMB Director must use
the same technical assumptions that he used in the sequestration
report issued on August 20, 1987.

For FY 1988, the OMB Director must assume the outlay level for
the Medicare program that he assumed in the sequestration report
issued on August 20, 1987 (except that he may not assume a slow-
down in the payment of claims compared to the prior year). For FY
1989 and beyond, the OMB Director may not assume aggreate out-
lays for the Medicare program that deviate by more thancone per-
cent from the outlay levels estimated in the President's current
services estimate for that year.

For FY 1989 and beyond, the President's July 15 mid-session
budget report must provide an estimate of the deficit excess and
net deficit reduction computed using the economic and technical
assumptions that he will use in the initial sequestration report for
that fiscal year. It is imperative that the Director of OMB actually
deliver this mid-session report by July 15. When he issues the ini-
tial sequestration report, he is required to use those same economic
and technical assumptions. For purposes of calculating the deficit
under the Act (for revenue and outlay estimating purposes), the
OMB Director may use his mid-session estimate of the Gross Na-
tional Product (GNP) implicit price deflator. However, for purposes
of inflating the base when full-year appropriations have not been
enacted, he must use the same estimate of the GNP implicit price
deflator as was used in the January budget submission. The mid-
session review is expected to be issued by the statutory deadline for
that report.

For any fiscal year, the OMB Director must use the same techni-
cal assumptions (subject to the provision described above regarding
the GNP deflator) to estimate the deficit excess, net deficit reduc-
tion, and the required outlay reductions and to calculate the
amounts and percentages by which budgetary resources must be re-
duced.

The conferees intend that references in the act to "technical as-
sumptions" shall include assumptions regarding outlay rates.

The conference agreement modifies existing requirements re-
garding specific assumptions, and adds new assumptions, as fol-
lows:

Appropriated entitlements will be fully funded for the fiscal
year. These programs are listed by account number in the Act.
(The Food Stamp program, although not an entitlement as de-
fined in Section 401(cX2XC) of the Budget Act, is included in
the list of programs to be assumed to be fully funded). The con-
ferees recognize that this provision is only for the purposes of
providing a more accurate estimate of the budget baseline and
is not a complete list of all entitlement programs. Nothing in
this provision is intended to affect the application of existing
House and Senate rules and precedents related to this matter;

Expiring contract authority for transportation trust funds
will be extended at current levels. The conferees intend that
transportation trust funds shall include, but not be limited to,
the Airport and Airway Trust Fund and the Highway Trust
Fund;
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If full-year appropriations have been enacted without provid-
ing for the cost of Federal civilian and military pay adjust-
ments, that additional appropriations will be made to cover the
costs of those pay adjustments enacted into law or occurring
pursuant to law, less 22 percnet to reflect average historical
absorption;

Asset sales and loan prepayments will not alter the deficit
for any fiscal year or produce any net deficit reduction for FY
1988 or FY 1989 ("asset sale" is defined in the Act to mean the
sale to the public of any asset, whether physical or financial,
owned in whole or in part by the United States and "prepay-
ment of a loan" is defined to mean payments to the United
States in advance of the schedule set by law or contract when
the financial asset is first acquired, including prepayments of
loans with or without penalty that occur as a result of a de-
fault). However, asset sales and loan prepayments that were
routine and ongoing in nature in FY 1986 need not be backed
out of the deficit estimate (though an acceleration of such ac-
tivity may not be assumed or reflected). Sales mandated by law
as of September 17, 1987 shall be reflected, but this proviso
does not include sales that are authorized but not mandated;

Advanced farm deficiency and paid -land diversion payments
will be made each year;

Legislation will be enacted to increase benefit payments
under the Veterans Compensation program;

Medicare spending levels for inpatient hospital services will
be based upon the regulations most recently issued in final
form or proposed by the Health Care Financing Administra-
tion. (This is an exception to the general rule that only final
regulations are considered in preparing the initial order. Only
final regulations can be used in estimating the budget baseline
for the final order.);

Increased revenue collections attributable to increased fund-
ing of the Internal Revenue Service will be consistent with the
increased collections projected on this basis in the President's
January budget.

The conference agreement also provides that if annual appro-
priations acts have not been enacted for the fiscal year, then the
appropriations levels of the prior year shall be assumed, adjusted
to reflect (1) the full 12-month costs (without absorption) of that
year's pay adjustment, (2) an inflation adjustment, and (3) the in-
creased costs to agencies of personnel benefits required by law,
such as increased FERS costs.

The inflation adjustments use, for most discretionary appropria-
tions, the percentage by which the average of the estimated GNP
implicit price deflator for the fiscal year exceeds the average for
the previous fiscal year. For FY 1988, this inflator is specified as
4.2 percent, the estimate in the President's July 15 mid-session
budget review. For all Federal personnel costs in 1988, and for 70
percent of personnel costs in 1989-1993, the inflator is reduced if
pay raises would be in effect for only part of thi fiscal year, and is
also reduced to account for 22 percent historical pay absorption.
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5. Sequestration Formula and Calculations
Current Law

The 1985 Balanced Budget Act stipulates a formula under which
half of the required outlay reductions must come from defense pro-
grams (budget accounts in the National Defense (050) function,
except for accounts of the Federal Emergency Management
Agency) and the other half must come from non-defense programs.
"Under the Act, sequestration calculations are then made accord-
ing to the following steps. The amount of outlay reductions from
programs with automatic spending increases is calculated and the
savings credited. Savings made in Federal civilian and military re-
tirement and disability programs are credited half to defense and
half to non-defense programs; savings made in three other pro-
grams-the National Wool Act, the special milk program, and vo-
cational rehabilitation-are credited to non-defense programs only.
(The Omnibus Budget Reconciliation Act of 1986 exempted from se-
questration all of the Federal retirement and disability programs,
leaving only the other three programs covered by this step.)

For defense programs, the remaining required outlay reductions
are determinedby applying a uniform reduction percentage to the
accounts subject to sequestration.

For non-defense programs, calculations of outlay savings from
certain programs covered by special rules (guaranteed student
loans, foster care and adoption assistance, Medicare, and certain
specified health programs) are made and credited toward the re-
quired outlay reductions for nondefense programs. Then, the re-
maining required outlay reductions are determined by applying a
uniform reduction percentage to the non-exempt accounts.

As stated previously, current law requires that any differences
between the OMB and CBO Directors regarding the baseline esti-
mates or calculations of the amounts to be sequestered be averaged
in the joint report.

The initial and revised joint reports must be based on the same
economic and technical assumptions and methodologies; the revised
report would make adjustments only to reflect laws enacted and
regulations promulgated after the issuance of the initial report.

Senate Amendment
The Senate amendment does not propose any changes in the for-

mula or rules for making sequestration calculations. Further, the
Senate amendment requires that any differences in the estimates
and calculations of the OMB and CBO Directors be averaged only
in the preliminary joint reports. There is no averaging requirement
for the triggering report, which is issued independently by the
OMB Director.
Conference Agreement

The conference agreement retains the basic formula under which
balf of the required outlay reductions must come from defense pro-
grams and the other half must come from nondefense programs.
Also, the conferenece agreement retains the procedure under
which savings made in the three programs with automatic spend-
ing increases are credited to nondefense programs.
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Further, the requirement that any differences in the estimates
and calculations of the OMB and CBO Directors be averaged is
eliminated (the Directors issue reports independently).

The conference agreement changes the manner in which reduc-
tions made in programs covered by special -ules are credited. First,
outlays savings for the guaranteed student loan and foster care and
adoption assistance programs are calculated and applied to the re-
quired non-defense outlay reductions.

Second, the remaining required outlay reductions for non-defense
programs are determined by applying a uniform reduction percent-
age to the non-exempt accounts (except that reductions made in
the Medicare and certain specified health programs shall not
exceed 2 percent). Thus, in the case where the uniform percentage
is less than 2 percent, all non-exempt non-defense programs, in-
cluding the health programs, would be sequestered by that uniform
percentage. If the uniform percentage were, for example, 3 percent,
then the specified health programs would be reduced by 2 percent
and the uniform percentage applicable to all other programs would
be increased to a higher uniform percentage to achieve the total
required non-defense outlay reductions. This result would be the
same as existing law.

6. Special Rules for Medicare for Fiscal Year 1988

Current Law
At the beginning of FY 1988, several changes pursuant to law or

regulation will take effect which have an impact on the operations
and costs of the Medicare programs established under Title XVIII
of the Social Security Act.

Senate Amendment
The provisions of the Senate amendment relating to Medicare do

not specifically address these changes.
Conference Agreement

The conference agreement includes a provision which freezes cer-
tain Medicare payment rules, and which prohibits the Secretary of
Health and Human Services from promulgating certain regula-
tions, during an extension period beginning on October 1, 1987 and
ending on November20, 1987.

The provisin modifies changes that would otherwise become ef-
fective on October 1, 1987 for payments to hospitals for inpatient
services as follows:

(A) The applicable percentage increase or update factor
which increases hospital payments on an annual basis would
be frozen at zero percent for all Prospective Payment System
(PPS) hospitals for discharges occurring during the extension
period.

(B) The transition from a blended payment based upon re-
gonal and national rates to a wholly national rate in the non-hospital-specific or Federal portion of a hospital's payment
would be delayed for all discharges for all PPS hospitals until
November 21, 1987. As of that date the Federal portion of the
payments would be based solely on national rates.
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(C) The current blend of a 25 percent hospital-specific rate
and a seventy-five percent Federal rate would be extended to
include the first 51 days of each PPS hospital's cost reporting
period beginning in FY 1988.

(D) The current 3.5 percent reduction in payments for capital
would be extended through November 20, 1987, rather than
changing to seven percent on October 1, 1987.

(E) The current policy of paying 75 percent of inpatient hos-
pital return on equity to investor-owned hospitals would be ex-
tended to include the first 51 days of any hospital cost report-
ing period beginning in FY 1988.

(F) The applicable percentage increase or update factor that
applies to hospitals that are exempt from PPS would be zero
percent for the first 51 days of any hospital cost reporting
period beginning in FY 1988. The conferees wish to make clear
that in applying the target amount to PPS-exempt hospitals
for cost reporting periods beginning during FY 1988 the Secre-
tary would be authorized to use a prorated applicable percent-
age increase in order to take the effect of this provision into
account.

The provision would prohibit the Secretary of Health and
Human Services from promulgating any final regulation after Sep-
tember 18, 1987 and before November 21, 1987 relating to pay-
ments to hospitals for bad debt resulting from uncollected deducti-
bles or coinsurance of Medicare beneficiaries.

The Secretary would be prohibited from implementing the final
regulation issued September 1, 1987 which changes the payment
policy for return on equity capital relating to hospital outpatie-it
services.

The Secretary would be prohibited from promulgating any final
regulation, instruction, or policy change after September 18, 1987
and before November 21, 1987 which would be primarily intended
to slow down claims processing or the payment of claims. The con-
ferees are aware that some regulations, instructions, or policies,
such as the secondary payer and medical review requirements, may
have a marginal effect on the average time between receipt and
payment of claims by intermediaries and carriers. The conferees do
not intend this prohibition to apply where the delay in processing
or payment is a minor side effect of a policy change.

The Secretary would also be prohibited from implementing any
final regulation, instruction, or other policy after September 18,
1987 and before November 21, 1987, unless specifically required by
statute (including the requirements of this section) which would
result in a net deficit reduction in Medicare expenditures in FY
1988 ofmore than $50 million.

These prohibitions would not apply to regulations necessary to
implement the policies relating to periodic interim payments re-
quired by the Omnibus Budget Ronciliation Act of 1986.

The provision also delays until November 21, 1987 the effective
date of Section 1138 of the Social Security Act relating tW :.ospital
protocols for organ procurement, requirements for transplant pro-
grams, and standards for organ procurement agencies.

The conferees intend that the net Federal budgetary savings
which occur as a result of the temporary extension of Medicare
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payment policies in this legislation will be credited toward deficit
reduction totals for the Medicare program during the consideration
of the FY 1988 reconciliation legislation, to the extent that they
are not altered for this period of subsequent legislation.

7. Flexibility With Respect to National Defense

Current Law
In the application of the FY 1986 sequestration, the 1985 Bal-

anced Budget Act granted the President certain flexibility not pro-
vided in subsequent fiscal years. First, in the determination of the
defense budget base subject to sequestration, the President was per-
mitted to fully or partially exempt military personnel accounts.
The uniform percentage reduction made in remaining defense pro-
grams, projects, and activities (PPAs) was increased accordingly so
that the total required defense outlay reduction would not change.

Second, for FY 1986, the President was given the discretion to
partially or fully exempt any defense program, project, or activity
from sequestration provided each defense budget account was re-
duced by the uniform percentage. Budget authority for other de-
fense programs, projects, and activities within the same account
could be reduced by up to two times more than the uniform per-
centage to compensate for the savings not generated from protected
programs. In exercising this flexibility, the President was not al-
lowed to increase funding for programs, projects, or activities above
base level amounts; terminate any program, project, or activity;
close any military base; or reduce funding for certain "congression-
al interest items"'by a percentage larger than the uniform percent-
age.

Third, in all fiscal years, FY 1986-1991, the President is permit-
ted to achieve some or all of the required defense outlay savings by
terminating or modifying existing defense contracts provided there
is no net loss to the Government as a result of specified penalties
and no legal obligations are violated.

While the President made use of'the first two options, he did not
terminate or modify any contracts in the FY 1986 sequestration.
The President was not required to issue a sequestration order for
FY 1987.

Senate Amendment
The Senate amendment extends flexibility with respect to na-

tional defense programs to all fiscal years covered by the revised
timeframe, FY 1988-1992. First, the President is permitted in allfiscal years to fully or partially exempt military personnel accounts
from sequestration as provided by the 1985 balanced Budget Act
for FY 1986. Second, the Persident may propose an alternative de-
fense plan that includes reductions or increases in funding for spe-
cific defense programs, projects, or activities provided that the total
required defense outlay reduction is achieved. Any defense pro-
gram, project, or activity (except military personnel) could be re-
duced or terminated to make up for the savings not generated from
protected programs. No domestic military bases could be closed.

The President's proposal would not take effect without congres-
sional approval.. Both Houses of Congress would consider the Presi-
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dent's proposed changes to the sequestration order with respect to
national defense under expedited procedures in the form of a joint
resolution that could be amended.

Further, the Senate amendment eliminates the President's
option to modify or terminate existing defense contracts.
Conference Agreement

The conference agreement restores flexibility with respect to na-
tional defense programs. First, the President is permitted in all
fiscal years covered by the revised timeframe, FY 1988-1993, to
fully or partially exempt military personnel accounts from the de-
fense budget base subject to sequestration. The effect of this provi-
sion would be to increase the uniform percentage reduction made
in all remaining defense accounts so that the total required defense
outlay reduction would not change.

The President may not use this option without notifying Con-
gress on or before August 15 (October 10 in the case of FY 1988) of
the manner in which he intends to exercise it, and the initial and
final sequestration reports prepared by the Directors of CBO and
OMB shall reflect the President's use of this option.

Second, the President is granted discretion to propose further re-
ductions in defense programs, projects, and activities (other than
those in military personnel accounts) beyond those provided for in
the final sequestration order. To the extent that the President
chooses to exercise this option, he may propose lesser reductions in
budgetary resources for other defense programs, projects, and ac-
tivities, as long as (1) the resulting outlay increases do not exceed
the additional outlay reductions made and (2) no funding for a pro-
gram, project, or activity is increased abovc the level actually made
available by law in appropriations acts (before taking sequestration
into account). In making calculations under this procedure, the
President must use the account and PPA outlay rates used by the
OMB Director in the revised sequestration report.

The President may not use this option to close or realign any do-
mestic military bases or to eliminate any program, project, or activ-
ity.

In addition, the President may not exercise the authority provid-
ed by this option unless he first submits to Congress, before No-
vember 25, 1987 for FY 1988, and, for subsequent fiscal years, Octo-
ber 20 of such fiscal year, a report specifying the changes proposed,
and Congress enacts into law a joint resolution affirming or modi-
fying the changes. The conference agreement establishes expedited
procedures for House and Senate consideration of the joint resolu-
tion, which must be introduced by the Majority Leaders of both
Houses within 5 days after the President submits the report. The
joint resolution is referred to the Appropriations Committee of
each House, subject to an automatic discharge procedure, and is
subject to amendment in either House.

If the report is not timely submitted, it may still be considered,
but under normal procedures, without the protection of expedited
consideration.

Finally, the conference agreement eliminates procedures to
modify or terminate existing defense contracts.

51-721 0 - 93 - 15
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8. Modification of Presidential Order
Current Law

Current law does not provide a procedure for the modification of
a presidential order.

-*Senate Amendment
The Senate amendment provides an expedited procedure for con-

gressional action-between October 15 and October 20-on a joint
resolution introduced by the Majority Leader of either House that
could require the President to issue a sequestration order for a
specified amount, modify the order most recently issued by the
President, or for FY 1989 only, cancel the order if the deficit has
been reduced by at least $36 billion. A resolution under this section
is not referred to committee and is placed directly on the calendar.
A motion to proceed to the consideration of the measure is in order
at any time. The resolution is amendable and debate is limited to
10 hours.
Conference Agreement

The conference agreement provides an expedited procedure
under which Congress may enact a joint resolution requiring the
President to modify the most recent sequestration order, including
modifications that effectively cancel it. The Majority Leader of
either House may introduce such a joint resolution within 10 calen-
dar days of session of that session after the OMB Director issues
the revised sequestration report (but no other joint resolution shall
be considered under the expedited procedures). Under this proce-
dure, the joint resolution is not referred to committee and may be
amended in either House.

9. Programs and Activities Exempted From Sequestration

Current Law
The 1985 Balanced Budget Act exempts specified programs and

activities, as well as certain types of programs and activities, from
sequestration. The major programs .exempted under the Act are
Social Security benefits, net interest, certain low-income programs,
veterans' compensation and pensions, and regular State unemploy-
ment insurance benefits. Prior legal obligations of the Federal Gov-
ernment in certain specified accounts also are exempt, as well as
the program bases of certain programs whose automatic increases
are subject to sequestration. Federal administrative expenses for
most otherwise exempt programs, however, are subject to seques-
tration.

After the 1985 Balanced Budget Act became law, Congress en-
acted other legislation exempting particular programs and activi-
ties from sequestration: (1) the Panama Canal Commission Authori-
zation Act, Fiscal Year 1987 (P.L. 99-368); (2) the Insular Areas
Regulation Act (P.L. 99-396); the Omnibus Budget Reconciliation
Act of 1986 (P.L. 99-509); the Omnibus Veterans' Benefits Improve-
ment and Health Care Authorization Act of 1986 (P.L. 96-576); the
Palau Compact of Free Association Act (P.L. 99-658); and the Com-
petitive Equality Banking Act of 1987 (P.L. 100-86). Only the ex-
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emption of the Dual Benefits Payments Account (in the Ome'ibus
Budget Reconciliation Act) and the exemptions in the CompetitiveEquality Act the Corn or of the Currency, the
Federal Dpoit Insurance Corporation, the Federal Home Loan
Bank Boar" the Federal Savings and Loan Insurance Corporation,
and the National Credit Union Administration and its central li-
quidity facility and credit union share insurance fund) were made
as direct amendments to the 1985 Balanced Budget Act.

The new exemptions include, among others, automatic spending
increases for Federal military and civilian retirement and disabil-
ity programs.
Senate Amendment

The Senate amendment adds 14 budget accounts to the list of ex-
emptions provided in the Act. These additions incorporate into the
list accounts exempted by legislation enacted after the 1985 Bal-
anced Budget Act had become law and other accounts whose inclu-
sion in the sequestration process raises legal or technical problems,
such as interest payments for the Washington Metropolitan Area
Transit Authority (46-0300-0-1-401) and the thrift savings fund of
the Federal Retirement Thrift Investment Board (26-8141-0-7-602).

Conference Agreement
The conference agreement adds to the list of exemptions provid-

ed in the Act accounts specified in the Senate amendment. In addi-
tion, the conference agreement clarifies that the Commodity Sup-
plemental Food Program (12-3512-0-1-605) is exempt; this program
was exempted in previous sequestration reports. The child support
enforcement program has been moved to the AFDC budget account
(an exempted account); the conferees do not intend that the child
support enforcement program should be exempted as a result of
this change. Finally, the conference agreement lists specifically all
of the accounts exempted by virtue of later enactments, except for
the Dual Benefits Payments Account and programs exempted by
the Competitive Equality Banking Act (which were incorporated at
the time of enactment into the 1985 Balanced Budget Act).

Technical revision of list of exempt programs
The conference agreement also includes a technical revision of

section 255 to reflect exemptions enacted since the passage of the
Balanced Budget and Emergency Deficit Control Act of 1985, P.L.
99-177. Some of these exemptions are also codified in section 113 of
title 38, United States Code. The conferees are including these pro-
grams in the text of the Balanced Budget and Emergency Deficit
Control Act of 1985 in order to insure that there is no possibility of
construing the amendments made by this Act as in any way affect-
ing those provisions. The conferees do not intend to disturb the
effect of the exemptions or any other provisions pertaining to this
matter addressed in section 113 of title 38.
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10. Compliance Report by-the Comptroller General

Current Law
The 1985 Balanced Budget Act requires the Comptroller General

(the head of the General Accounting Office) to submit to Congress
and the President a report by each November 15 certifying wheth-
er the final sequestration order issued by the President complies
fully and accurately with the requirements of the Act.

Senate Amendment.
The Senate amendment modifies the provision dealing with the

GAO compliance report to require that the Comptroller General
also (1) assess whether the OMB Director's sequestration reports
comply fully and accurately with the requirements of the Act and
(2) make recommendations for improving sequestration procedures.

Conference Agreement
The House recedes and concurs in the Senate amendment.

B. BUDGET PROCESS REFORM

H.J. Res. 324, as passed by the House, does not contain any pro-
visions dealing with budget process reform. Senate amendment
numbered 3 in part adds a new Title II (Budget and Fiscal Proce-
dures) to the joint resolution; Part B of Title II contains various
budget process reforms. The Senate amendment in part also adds a
new Title III (Credit Reform). The conference agreement adds a
new Title II (Budget Process Reform).

1. Economic and Technical Assumptions

Current Law
Under current practices, the House and Senate may consider

budget resolutions that contain figures based on more than one set
of economic and technical assumptions, as was the case when the
Senate considered the budget resolution for FY 1988. Additionally,
the House and Senate may differ with respect to certain economic
and technical assumptions upon which enforcement of the budget
resolution is based.

Senate Amendment
The Senate amendment (Section 231(a)) amends Section 301(g) of

the 1974 Budget Act to prohibit in the Senate the consideration of
a budget resolution that contains figures based on more than one
set of economic and technical assumptions, and to require that en-
forcement of the budget resolution in the House and Senate be
based upon the common economic and technical assumptions set
forth in the joint explanatory statement accompanying the confer-
ence report on the budget resolution.

Conference Agreement
The House recedes and concurs in the amendment of the Senate.
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2. Enforcement of Spending and*Deficit Levels in Budget
Resolutions

Current Law
The budget resolution adopted each year by Congress sets aggre-

gate spending and revenue levels for the next three fiscal years.
Congress enforces the spending and revenue aggregates in the
budget resolution largely through points of order established in
Title HI of the 1974 Budget Act.

Under Section 311(a) of the Act, spending or revenue legislation
may not be considered in the House or Senate if it would cause the
aggregate levels in the budget resolution to be breached, or, in the
Senate only, if it would cause the maximum deficit amount for the
fiscal year to be exceeded. However, Section 311(b) provides an ex-
ception, in the House only, to this point of order-the "Fazio excep-
tion"-which permits the House to consider spending legislation
that violates aggregate spending levels in the budget resolution so
long as the new discretionary budget authority or entitlement au-
thority provided in the measure is within the appropriate commit-
tee's allocation of spending under the budget resolution.

Senate Amendment
The Senate amendment (Section 222) repeals Section 311(b) of the

Act, the Fazio exception, and amends Section 311(a) to establish in
the House the point of order against legislation that would cause
the maximum deficit amount for the fiscal year to be exceeded.

Conference Agreement
The Senate recedes from its amendment.

3. Section 302 Allocations of Spending to Committees

Current Law
Under Section 302(a) and (b) of the 1974 Budget Act, aggregate

spending levels in the budget resolution are allocated to commit-
tees and then further subdivided by those committees either by
subcommittee or by program. Section 302(f), added by the 1985 Bal-
anced Budget Act, prohibits the consideration of any spending
measure that would cause a committee's spending subdivisions to
be exceeded.

The House and Senate enforce Section 302 procedures different-
ly. One major difference is that the House does not provide for a
point of order against violations of outlay subdivisions.

Senate Amendment
The Senate amendment (Section 223) amends Section 302(01) of

the Act to provide for a point of order in the House against spend-
ing legislation violating a committee's subdivision of outlays.

Conference Agreement
The Senate recedes from its amendment.
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4. Budget Act Waivers and Appeals in the Senate

Current Law
The House and Senate may waive points of order under the 1974

Budget Act by various means, including, in the Senate, motions
made under Section 904(b) of the Act. Until the enactment of the
1985 Balanced Budget Act, waivers of the 1974 Budget Act, includ-
ing motions made under Section 904(b), required the approval of
only a simple majority. Section 271(a) and (b)of the 1985 Balanced
Budget Act established in the Senate requirements for a three-
fifths votes of all Members (60 Members) to waive most points of
order under Title III of the 1974 Budget Act. However, because rul-
ings by the Chair on these points of order can be overturned upon
appeal by a simple majority of the Senate, the three-fifths vote re-
quirements for Budget Act waivers can be circumvented if a ruling
on a point of order is successfully applied.

Most of the three-fifths vote requirements under Section 271 of
the 1985 Balanced Budget Act expire on September 30, 1991.

Senate Amendment
The Senate amendment (Section 233) amends Section 271 of the

1985 Balance Budget Act to extend the requirement for a three-
fifths vote of the Senate for certain waivers of the 1974 Budget Act
to appeals of rulings by the Chair. Further, the Senate amendment
(Section 234) adds Section 302(c) of the 1974 Budget Act, which pro-

'hibits the consideration of spending legislation before a committee
has reported its subdivisions of spending under Section 302(b), to
the list of sections that require a three-fifths vote for waiver or
appeal.

The Senate amendment changes the expiration date of the three-
fifths vote requirements under Section 271 to September 30, 1992.

Conference Agreement
The House recedes and concurs in the Senate amendment, except

that the expiration date of the three-fifths vote requirements under
Section 271 is changed to September 30, 1993.

5. Time Limit for Conference Reports on Budget Resolutions

Current Law
Section 305(cX2) of the 1974 Budget Act establishes time limits

for debate on the conference reports on budget resolutions and rec-
onciliation legislation. However, it is not clear from the language
whether the time limit applies to appeals, debatable motions, and
amendments in disagreement.

Senate Amendment
The Senate amendment (Section 232) amends Section 305(cX2) to

specifically include in the time limit "all amendments in disagree-
ment, and all amendments thereto, and debatable motions and ap-
peals in connection therewith."
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Conference Agreement
The House recedes and concurs in the Senate amendment. The

conferees intend that all debate on the conference report should
fall within the established time limits.

6. Extraneous Provisions in Reconciliation Legislation

Current Law
Title XX of the Consolidated Omnibus Budget Reconciliation Act

of 1985 (P.L. 99-272), as amended by Section 7006 of the Omnibus
Budget Reconciliation Act of 1986 (P.L. 99-509), established a tem-
porary rule in the Senate-referred to as the "Byrd Rule"-to ex-
clude extraneous matter from reconciliation legislation. The rule
specifies the types of provisions considered to be extraneous, pro-
vides for a point of order against the inclusion of extraneous
matter in reconciliation measures, and requires a three-fifths vote
of the Senate to waive or appeal the point of order. The rule ex-
pires on January 2, 1988.

Senate Amendment
The Senate amendment (Section 228) amends the Byrd Rule

(which applies only in the Senate) to include in the definition of
extraneous matter provisions which increase net outlays or de-
crease revenues during a fiscal year beyond those fiscal years cov-
ered by the reconciliation measure and which result in a net in-
crease in the deficit for that fiscal year. The Senate amendment.
also extends the expiration date of the Byrd Rule to September 30,
1992.

Conference Agreement
The House recedes and concurs in the Senate amendment. This

rule applies only in the Senate.
It is the intent of the conferees that expiration after the reconcil-

iation period of a revenue increase or extension provided for in a
reconciliation bill would not, of itself, be considered a revenue de-
crease for purposes of this provision. It could, however, contribute
to a finding that a spending increase or a positive revenue decrease
in that legislation violated this rule.

7. Prohibition Against Counting Certain Actions as Savings

Current Law
Under current practice, the deficit for a fiscal year can be re-

duced by transferring certain actions by the Federal Government
between that fiscal year and another fiscal year, even if the deficit
for the other fiscal year is increased as a result.

Senate Amendment
The Senate amendment (Section 225) provides that a transfer of

any action by the Federal Government-including payments, ex-
penditures, asset sales, and the collection of revenues and re-
ceipts-from one fiscal year to an adjacent fiscal year shall not be
treated as reducing the deficit for the fiscal year from which the
transfer is made unless, as a result of the transfer, the deficit for
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the period covered by both fiscal years is reduced by at least $100
million.

The Senate amendment specifies the conditions for determinin
(for purposes of this requirement) whether an action by the Federal
Government constitutes a transfer and further specifies that its
provisions shall be enforced on the basis of estimates made by the
House and Senate Budget Committees.
Conference Agreement

The conference agreement prohibits the savings resulting from
the transfer of outlays, receipts, or revenues from one year to an-
other to be counted as changing the deficit, except for certain types
of transfers identified in law. The conferees recognize that the de-terminations required under this provision for the 1974 Budget Act
will be based on estimates made by the House and Senate Budget
Committees.

8. Extension of State and Local Government Cost Estimates

Current Law
The State and Local Cost Estimate Act of 1981 (Public Law 97-

108) amended the 1974 Budget Act to require that the Congression-
al Budget Office (CBO) estimate the cost to State and local govern-
ments of authorizing legislation reported by House or Senate com-
mittees. The Act expires on September 30, 1987.

Senate Amendment
The Senate amendment (Section 227) repeals the expiration date

of the State and Local Cost Estimate Act, thus extending indefi-
nitely the CBO reporting requirement on State and local costs.

Conference Agreement
The House recedes and concurs in the Senate amendment.

9. Codification of Law Regarding Deferral Authority

Current Law
The Supreme Court in Immigration and Naturalization v.

Chadha, 462 U.S. 919 (1983), held legislative vetoes unconstitution-
al. Applying Chadha, the Court of Appeals in City of New Haven v.
United States., 809 F. 2d 900 (D.C. Cir. 1987), struck down Section
1013 of the 1974 Impoundment Control Act, dealing with deferrals,
thereby denying the President his sole statutory authority to make
deferrals for policy reasons. The Court noted its view that the Ex-
ecutive's power to defer was now limited to so-call programmatic
deferrals under the Antideficiency Act, which it characterized as
dealing with "routine" and "trivial" matters "relating to the
normal and orderly operation of the Government that Congress ex-
pected to present little controversy." The reporting requirements of
Scion 1013 have continued in force by virtue of other statutory
reference to that section.

Section 1015 of the 1974 Impoundment Control Act directs the
Comptroller General to report to Congress when he determines
that the President has failed to transmit a special message with re-
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spect to a deferral or rescission, or has incorrectly classified an
action in such message. Section 1016 of the Act empowers the
Comptroller General to bring a civil action to require that unlaw-
fully impounded budget authority be made available for obligation.
The Comptroller General has expressed the view that he lacks au-
thority to take any action to compel the release of impounded
funds since such authority was linked to the invalidated Section
1013.
Senate Amendment

The Senate amendment (Section 229) enacts a new Section 1013
that codifies the New Haven decision and General Accounting
Office administrative interpretations by prohibiting policy deferrals
and providing that deferrals will be permissible only: (1) for contin-
gencies, (2) for efficiency, or (3) as specifically provided for by law.
Programmatic deferrals must be reported to the Congress and be
accompanied by a detailed description and justification of the pro-
posal. Deferrals may not be proposed for any period extending

yond the end of the fiscal year in which the proposal is reported.
The Senate amendment also reaffirms the Comptroller General's

authority under Sections 1015 and 1016 of the Act to initiate suits
to compel the release of impounded funds and his duty to safe-
guard Congress' institutional interest in the spending process.

Conference Agreement
The House recedes and concurs in the Senate amendment.

10. Clarification of Congressional Intent Regarding Rescission
Authority

Current Law
Section 1012(b) of the 1974 Impoundment Control Act empowers

the President to withhold spending appropriated funds during a
period of 45 days of continuous session while Congress considers a
rescission prop l. Under General Accounting Office interpreta-
tions which a]low preparation time for the submittal message, and
because certain days are not counted as days of continuous session,
rescission proposals sometimes result in appropriated funds being
withheld for up to 75 or more calendar days. Seriatim proposals
covering the same subject matter have the effect of extending in--
definitely the period of unavailability.

Senate Amendment
The Senate amendment (Section 230) adds language to Section

1012(b) to prohibit the F.4:ecutive practice of submitting seriatim re-
scission messages covering similar matter when Congress fails to
act on such proposals within the statutory 45-day period. The
Senate amendment limits the Executive to one rescission proposal
in any year regarding substantially the same budget authority.

Conference Agreement
The conference agreement amends Section 1012(b) of the Im-

poundment Control Act of 1974 to prohibit proposals to rescind
budget authority which were the object of a previous rescission pro-
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ro!l not accepted by Congress. The conferees intend that the
resident be allowed to propose one rescission for any given activi-

ty. If the rescission proposal for that activity is not agreed to byCongress, no further rescission proposal for that activity would be
allowed during the availability of that appropriation.

The conference agreement is not meant to diminish the restric-
tion on the Executive from the Senate amendment. The conferees
intend that the conference agreement will cover cases in Which the
Executive seeks to rescind substantially the same budget authority,
not just exactly the same budget authority.

The conferees intend that authority granted to the President
under this Act regarding the sequestration process shall in no way
augment the authority available to him, and the requirements im-
posed on him, under existing law regarding the deferral or rescis-
sion of funds.

11. Two-Year Appropriations

Current Law
Under current practices, the House and Senate provide most new

budget authority for a fiscal year in the form of annual appropria-
tions acts (i.e., regular, supplemental, and continuing appropria-
tions acts). Most appropriations within such an act are available
for obligation only during the fiscal year, but some are available
for two or more fiscal years.
Senate Amendment

The Senate amendment (Section 224) expresses the sense of the.Congress that IiIt
rss aclegislationtexperimenting with two-year appropria-

tions for sele budget subfunctions shall be adopted as part of
reconciliation legislation required by the FY 1988 budget resolution
(H. Con. Res. 93, adopted June 24, 1987).

Conference Agreement
The conference agreement urges the Congr-ess-under a plan to

be developed by the appropriate committees in consultation with
the leadership of both Houses and in cooperation with the Execu-
tive Branch-to experiment with multiyear authorizations and two-
year appropriations for selected agencies and accounts, and to
evaluate the experiment once completed.

12. Credit Reform

Current Law
Current law regarding the treatment of credit activities in the

budget process is under the law.

Senate Amendment
Senate amendment numbered 3 in part adds a new title (Title

III-Credit Reform), to be cited as the "Federal Credit Reform Act
of 1987," to the joint resolution.

The Senate amendment establishes the scoring of direct loans
and guarantees on the basis of subsidy costs, defined as the present
value of the direct costs to Government to extend credit assistance.
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Beginning in FY 1989, agencies would receive an appropriation
for the subsidy costs of loans and loan guarantees expected during
the year. Deposit insurance agencies are not required to have subsi-
dy appropriations. For entitlement programs funded by permanent
indefinite appropriations, indefinite amounts will be requested for
subsidies, but specific estimates will be included in the budget.

The subsidy calculations take into account direct Government
outlays and lost or delayed repayments. Fees and premiums paid
by borrowers would reduce the subsidy estimate. The term "subsi-
dy" also refers to changes in the terms of loans that have the effect
of increasing the Government's cost, including loan forgiveness,
waiving of penalties, and other changes in the terms of a loan
agreement. Agencies will include an estimate of the subsidy costs
of such changes in their requests for appropriations.

The Senate amendment establishes a Federal credit management
agency in the Treasury Department to supply and verify subsidy
elements and to study and recommend improvements in Federal
agency credit management.

The Senate amendment neither requires nor authorizes the sell-
ing of direct loans; the title prohibits the reinsurance of loan guar-
antees.

Two kinds of budget accounts are established for credit pro-
grams-a subsidy account and a financing account. Amounts ap-
propriated for loan subsidies would be credited to the subsidy ac-
count and paid into the financing account as the loan is disbursed.
All of the unsubsidized cash flow associated with loans made after
October 1, 1988 (including loan disbursements, repayments, default
claims, and fees and premiums paid by borrowers), would be as-
signed to a financing account.

Assets and liabilities resulting from loans made before FY 1989
will be transferred to financing accounts as well.

All of these financing accounts will be assigned to a separate and
newly established budget function. Amounts in this function would
not be allocated to committees and would not be counted when de-
termining compliance with various sections of the 1974 Budget Act.

Because both the financing and subsidy accounts are on-budget,
the credit reform title would have no impact on the cash-flow
measure of the deficit.

Agencies have authority to borrow from the Treasury to cover
the obligations of these financing accounts. For new loans, an
agency may borrow to cover the unsubsidized financing require-
ments of a program if sufficient resources are not available in the
financing account. For example, an agency might receive an appro-
priation of $10 million to make direct loans with a face value of
$50 million. It would borrow $40 million in order to disburse these
loans and would recover this amount with borrower repayments.
The bill would also extend this borrowing authority to obligations
associated with loans made before FY 1989. An agency would
redeem its debt with Treasury as borrowers repay their loans. If it
did not have sufficient funds,-the agency would have to request an
appropriation to liquidate the debt.

The Senate amendment makes it out of order in either House to
consider an appropriations bill which provides new credit author-



456

70

ity, for programs that are estimated to require a subsidy, but does
not also provide an appropriation for that subsidy cost.

Finally, the Senate amendment states that nothing in the title
should be construed as altering the underlying terms and condi.
tions of, or eligibility for, or the amount of assistance provided by,
any Federal direct loan or loan guarantee.

Conference Agreement
The conference agreement deletes the Senate language establish-

ing a credit reform title and directs the Congressional BudgetOffice, in consultation with the General Accounting Office, to study
and report to Congress on Federal credit programs for FY 1987 and
FY 1988. The report, which shall be submitted to the committees of
jurisdiction as soon as practicable, must address and make recom-
mendations on the following areas: (1) more accurately measuring
-he costs of Federal credit programs, (2) comparing the cost of Fed-
eral credit programs to other forms of assistance, and (3) improving
the allocation of resources between credit programs and other pro-
grams. The report shall also consider how to include information
on the cost of Federal credit programs in the budget process.

13. Financial Management Reform

Current Law
Current law, such as the Federal Managers' Financial Integrity

Act (Public Law 97-255), addresses certain aspects of financial
management improvement. However, a comprehensive statutory
framework for financial management reform does not exist.
Senate Amendment

The Sehate amendment (section 226) states the sense of Congress
that Congress shall adopt, as part of reconciliation legislation, a
plan to ensure improvements in the Government's financial man-
agement.

Conference Agreement
The conference agreement urges the Congress to undertake co-

ordinated effort to identify problems in Federal financial manage-
ment, develop specific proposals for reform, and consider the use of
generally accepted accounting principles in Federal financial man-
agement systems.

14. Date of Submission of the President's Budget

Current Law
Under current law (31 U.S.C. 1105(a)), the President must submit

his budget each year by the first Monday after January 3. Prior to
this change in law, which was included in the 1985 Balanced
Budget Act, the President was required to submit his budget within
15 days after a session of Congress convened.

Senate Amendment
The Senate amendment (Section 206) changes the deadline in 31

U.S.C. 1105 (a) for submission of the President's budget to the first
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Monday after January 17 and makes certain conforming changes
in 31 U.S.C. 1109(a) and Section 300 of the 1974 Budget Act.
Conference Agreement

The Senate recedes from its amendment.
15. House and Senate Rulemaking Powers

Current Law
The Constitution empowers the House and Senate to determine

and revise their rules of procedure at any time. Section 271(c) of
the 1985 Balanced Budget Act mad Section 904(a) of the 1974
Budget Act states that certain provisions of those acts were en-
acted as an exercise of the rulemaking powers of the House and
Senate.

Senate Amendment
The Senate amendment (Section 235) states that provisions in-

cluded under Part B of the amendment (entitled "Budget Process
Reforms") are enacted as an exercise of the rulemaking power of
the House and Senate, with the full recognition of the constitution-
al right of either House to change them at any time.

Conference Agreement
The conference agreement provides that the amendments made

by this Act are enacted as an exercise of the rulemaking powers of
the House and Senate.

W. MIScmwruous PROVISIONS (FEDERAL SALARY Acr AMENDMENT)

Current Law
Under the Federal Salary Act of 1967, as amended, the Commis-

sion on Executive, Legislative, and Judicial Salaries makes recom-
mendations every four years to the President as to the salaries for
Members of Congress and certain other officers and employees of
the United States. The President in turn is required to submit his
recommendations as to the rates of pay for those officials as a part
of his budget submitted after he receives the recommendations of
the Commission. Those recommendations of the President go into
effect unless Congress agrees to a joint resolution disapproving
them within 30 days after the date on which they were made.

House Joint Resolution
H.J. Res. 324; as passed by the House, does not contain any pro-

visions dealing with the Federal Salary Act of 1967.

Senate Amendment
Senate amendment numbered 4 provides that the recommenda-

tions of the President concerning the salary rates for Members of
Congress and certain other officers and employees of the United
States would become effective only if they are approved by a jQint
resolution agreed to by the Congress.
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Conference Agreement
The Senate recedes from its amendment.
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[From the Congressional Record-House, Sept. 22, 1987]

INCREASE IN STATUTORY LIMIT ON THE PUBLIC
DEBT-G-R-H

(pp. H7787-H7802) _

WAIVING CERTAIN POINTS OF ORDER AGAINST CONSID-
ERATION OF CONFERENCE REPORT OF HOUSE JOINT
RESOLUTION 324, PUBLIC DEBT LIMIT INCREASE

Mr. DERRICK. Mr. Speaker, by direction of the Committee on
Rules, I call up House Resolution 247 and ask for its immediate
consideration.

The Clerk read the resolution, follows:

H. REs. 247

Resolved, That upon the adoption of this resolution it shall be in order, any rule
of the House to the contrary notwithstanding, to consider at any time the confer-
ence report and any amendments in disagreement on the joint resoluton (H.J. Res.
324) increasing the statutory limit on the public debt, all points of order against said
conference report and any amendments in disagreement are hereby waived, and
said conference report and any amendments in disagreement shall be considered as
having been read when called up for consideration. Debate on said conference report
or on any motion on any amendment in disagreement shall continue not to exceed
ninety minutes.

The SPEAKER pro tempore. The gentleman from South Carolina
[Mr. Derrick] is recognized for 1 hour.

Mr. DERRICK. Mr. Speaker, for purposes of debate only, I yield
the customary 30 minutes to the gentleman from Mississippi [Mr.
Lott], pending which I yield myself such time as I may consume.

(Mr. Derrick asked and was given permission to revise and
extend his remarks.)

Mr. DERRICK. Mr. Speaker, House Resolution 247 is a rule provid-
ing for the consideration at any time of a conference report on
House Joint Resolution 324, a joint resolution to increase the statu-
tory limit on the public debt, and any amendments to that bill re-
ported from conference in disagreement. The rule waives all points
of order against the conference report and any amendments in dis-
agreement and provides that the conference report and any amend-
ments in disagreement shall be considered as having been read.
The rule provides that debate on the conference report on any
motion or any amendment in disagreement will be limited to 90
minutes. Pursuant to clause 2 of rule XXVIII the debate time will
be equally divided between the majority and minority floor manag-

(460)
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ers, unless both floor managers support the conference report or
amendment in disagreement, in which case an opponent would be
entitled to one third of the debate time.

I should note that the rule before us was reported from the Rules
Committee before the form of the conference product was known,
so that the rule provides for consideration of a conference report or
any amendments in disagreement. Since the conference committee
reported without any disagreement, the House will simply be con-
sidering a conference report without any amendments in disagree-
ment.

Mr. Speaker, I am sure everyone understands the situation we
are in with respect to this joint resolution. House Joint Resolution
324 was originally passed by the House, pursuant to rule XLIX, the
so-called Gephardt rule, when the House adopted the conference
report on House Concurrent Resolution 93, the budget resolution
for fiscal year 1988. As passed by the House, House Joint Resolu-
tion 324 simply increased the public debt limit to $2.565 trillion.

When the Senate approved House Joint Resolution 324 on July
31, however, in addition to increasing the debt limit to $2.8 trillion,
enough to fund the Government until may 1989, the Senate added
amendments reinstating the automatic Gramm-Rudman-Hollings
trigger, changing the maximum deficit targets set forward in that
law, and providing for a number of so-called budget reforms. After
a long and difficult conference, House and Senate conferees have
reached an agreement.

I will not take the time now to explain that agreement, except to
say that the agreement does restore an automatic trigger similar to
the one that was provided in the original Gramm-Rudman-Hollings
Act but was struck down by the Supreme Court. It avoids the sepa-
ration of powers objection raised by the court by giving final au-
thority for sequestration determinations to the Office of Manage-
ment and Budget, but it also provides safeguards intended to
ensure that OMB does not manipulate the deficit estimates or se-
questration amounts for political purposes. It also revises the defi-
cit targets in order to make them more realistic and to increase the
likelihood that we will actually achieve significant deficit reduc-
tion. The compromise also includes some budget process changes,
but the conferees have attempted to ensure that these changes will
not disrupt the functioning of the House of Representatives the
way the Senate proposal would have.

I realize that there will be many Members who will not be happy
with this conference report. As one who voted against the original
Gramm-Rudman-Hollings Act, I can sympathize with those who
oppose doing anything to restore the automatic functioning of that
process. But, the temporary debt limit we enacted in August ex-
pires at midnight tomorrow and unless a further increase is signed
into law the Government will once again have to suspend the sale
of Federal securities and will face the prospect of an unprecedented
default on its obligations next week. We cannot move ahead with
an increase in the debt limit until the Gramm-Rudman-Hollings
issue is settled. This rule allows the House to work its will on that
issue in an expeditious manner.
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I urge a "yes" vote on this rule, so that we can move ahead with
the crucial debt limit legislation, with or without a Gramm-
Rudman-Hollings fix.

Mr. LoTr. Mr. Speaker, I yield myself such time as I may con-
sume.

(Mr. Lott asked and was given permission to revise aO'd extend
his remarks.)

Mr. LoTT. Mr. Speaker, I think the gentleman from Soisth Caroli.
na has more than adequately described the contents of this rule,
House Resolution 247.

Mr. Speaker, let me make it clear at the outset that I support
this rule and the debt limit conference report it makes ill order. I
do so for two major reasons, even though I do feel very' strongly
that the conference fell short in the budget reform area. first, we
get an extension of the debt limit through May 1989. TI'at is ap.
proximately 20 months before we have to revisit this pair'tul issue.
Second, we get a 6-year restoration of the Gramm.Rudrmlm auto-
matic sequestration trigger and an adjustment of the deficit targets
to more realistic levels, while renewing.our commitment tc keeping
deficit reductions on a downward glidepath toward a balanced
budget.

As my colleagues are aware, our previous short-term extension of
the debt limit ceiling expires tomorrow, September 23. SO there is
an urgent need to consider this conference report now raider the
blanket waiver provided by this rule. This obviously mealno we are
setting aside the 3-day availability requirement as well ao points of
order on germaneness and scope.

While I would not ordinarily support this type of rule, I think it
is the responsible thing to do at this particular time whO4 we are
dealing with the debt ceiling and the Gramm-Rudman-Hallings fix.

There is much I would like to say about the substancd0 of what
we agreed to in the conference, and particularly the failizig in the
budget reform area, but in the interest of moving on through the
rule so we can get to the substantive debate, I will withlo1d that
comment for the general debate time. I believe we have ra hour
and a half allowed for general debate.

Mr. Speaker, recognizing the complexityand importance of this
conference report, the Rules Committee has recommended an hour
and one-half of debate on the conference report instead of the
usual hour provided by House rules.

Mr. Speaker, as 1 of the 52 House conferees on this debt limit
conference, I want to commend my colleagues on both sides of the
aisle and both sides of the Capitol for their dedication, Persever-
ance and good faith efforts in developing this compromise. I espe-
cially want to commend the distinguished chairman of Oe Ways
and Means Committee, Mr. Rostenkowski, for reaching ; Ut to the
minority and trying to accommodate our concerns. I only regret he
did not have more cooperation on his side in this regard when it
came to budget reform.

Mr. Speaker, many of our colleagues may not be aware that this
conference was not only concerned with extending the debt limit
and fixing the Gramm-Rudman trigger, but was sulploed to
produce some meaningful budget reform as well.
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I have made it clear on numerous occasions that it makes little
sense to fix the tail end of the budget process-the so-called
Grarnr-Rudman sequestration process-if you don't at the same
time fix the front end of the budget process. The whole point of
Grarmnm-Rudman was to force us to make rational fiscal decisions
tap front in order to avoid the mindless, across-the-board cuts at the
end.

Bitt, I think it's obvious to everyone, in this year especially, that
tlie regular budget process just isn't working. We were over 2
roonths late in getting a budget resolution this year. We still don't
have a reconciliation bill which has a Budget Act deadline June 15.
We still haven't completed all the appropriations bills in the House
even though they have a Budget Act deadline of June 30.

And we continue to waive Budget Act points of order left and
right for missed deadlines and breached spending ceilings. We con-
timue to load up reconciliation bills with extraneous matters. And
woe continue to wait until after the start of the fiscal year to roll all
our work into one big bomb-that bloated, omnibus money bill that
is a living monument to legislative lassitude and largess.

Mr. Speaker, I think it is apparent to everyone that something is
drastically wrong here and that more needs fixing than just the
Gramm-iRudman trigger at the end of this process. We need to do a
nfamber of things if we are to avoid its being pulled. Our Republi-
can Party in the House has been pushing a number of budget proc-
ess reforms since the beginning of the year and-we have been re-
butffed and resisted by the majority leadership at every turn. We
have fought our battle in the rules package on opening day, in the
budget resolution, and on the debt limit. And yet, each time, we
have been patted on the head arid told to wait until another day.

Well, Mr. Speaker, I hate to break the news to you, but our days
are numbered if your leadership continues to harbor this kind of
attitude toward genuine budget reform. We may have gotten the
Gramrn-Rudman fix we can all live with in this conference report.
But we're still in a heck of a fix we might all die by when it comes
to the rest of the budget process. The sooner we wake up to this
and do something about it, the better we'll be in the long run.

Mlr. Speaker, the original Senate amendment did address some
important budget reforms, but most of those were either deleted or
diluted in this final package. They would have required enforce-
ment of budget resolution outlay ceilings and subceilings in the
House, as is now done in the Senate. That's something our Republi-
can leadership task force has also urged. But the House majority
stood finr against this. The Senate bill contained credit reform
that would require an honest accounting for subsidies through the
appropriations process. This was watered down to a report by CBO.
The Senate bill called for financial management or accounting re-
fornts, and biennial authorizations and appropriations. But these
were both watered down to mere sense of the Congress provisions.
In short, about all we ended up with of any substance in the budget
reform area were some Senate rules changes, the extension of the
State arid local government cost estimate requirement on bills, and
the requirement that a single set of economic assumptions be used
in budget resolutions.
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Our House Republican conferees did express an interest in nego-
tiation and compromising on other possible budget reforms, par-
ticularly in the areas of credit reform, severability of omnibus con-
tinuing resolutions, and barring extraneous matters in reconcilia-
tion. But, we ran up against a solid wall of resistance from our
Democratic brethern.

Mr. Speaker, nothwithstanding the lack of budget reform in this
conference report, I think on balance we should adopt it both to
ensure an extension of the debt ceiling and restore the Gramm-
Rudman deficit reduction process.

For those reasons, I urge my colleagues to vote for this rule and
for this report. We must renew our commitment to deficit reduc-
tions and a balanced budget, and this is the best procedure avail-
able. As imperfect, and messy, and scarey as it may be, the fact re-
mains that no one has come up with a better alternative.

But let me caution the Democratic leadership that our support
for this conference report in no way signals a retreat on our part
from budget reform. If anything, it only strengthens our resolve
and the need to clear up this awful mess that has evolved around
here. I hope we can now join on a bipartisan basis to develop an
effective budget process. I can think of no finer birthday present to
the Nation in this bicentennial of our Constitution than a reclaim-
ing and streamlining of our vital constitutional powers over the
purse strings of this Republic. Let's vow to work together on this in
the same bipartisan spirit that has brought us this conference
report today.

Mr. Speaker, I yield 2 minutes to the gentleman from Pennsylva-
nia [Mr. Walker].

Mr. WALKER. Mr. Speaker, I rise in opposition to the rule and to
the bill that we are about to take up. I rise in opposition to the
rule because we are waiving all points of order against consider-
ation of this bill. Some of those points of order include things like
the 3-day availability, and we have exceeded the scope of the con-
ference and we are considering nongermane matters. That would
be enough. The 3-day availability I think is something rather im-
portant, since as of last night the language was just completed on
this.

The Members ought to know what it is we are taking up in this
particular bill that is about to be brought before us. The debt limit
conference is in fact a very, very troublesome piece of legislation. It
is troublesome to those of us who have supported the original
Gramm-Rudman concept because this basically abandons the prin-
ciples that Gramm-Rudman was brought to this House floor for. If
you are someone who believes in balanced budgets, there is no way
that you can support this particular debt limit extension. If you
have signed up for an amendment to balance the budget through
the Constitution, there is no way you can support this process, be-
cause what you are doing in this particular process is you have
now developed a principle of a rolling budget as far as a balanced
budget target. We had said in Gramm-Rudman that we were going
to do it in 1991. Now we are saying we are going to do it in 1993
and we will probably roll that out to some point in the future.

Instead of having firm balanced budget requirements, we have
now set up a rolling standard, which is completely unacceptable.

. - - - 0
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Mr. Speaker, I would also remind my colleagues that the funda-
mental thing we are considering here is a $700 billion increase,
$689 billion increase to be exact, in the permanent national debt.
That is the largest single debt commitment in the history of the
world.

It is certainly the largest single commitment this country has
ever made, but it is the single largest commitment to debt that has
been made in the history of the world. That is what you are going
to decide to do if you vote for this bill.

I suggest you ought to think twice before making that kind of
commitment, because the process reforms they are telling you that
you get in order to get you to vote for $700 billion are really nonre-
forms that get us nowhere.

Mr. DERRICK. Mr. Speaker, I yield 3 minutes to the gentleman
from New York [Mr. Weiss] for purposes of debate only.

(Mr. Weiss asked and was given permission to revise and extend
his remarks.)

Mr. WEISS. Mr. Speaker, I thank the gentleman for yielding time
to me.

Mr. Speaker, I rise in strong opposition to this rule and to the
underlying conference report. The debt ceiling and Gramm-
Rudman are two distinct pieces of legislation. It is wrong to lump
them together. I, for one, support the increase in the debt ceiling,
and continue to oppose Gramm-Rudman.

With every action we take on Gramm-Rudman, we seem to move
further and further away from reality, and further and further
away from serious action to deal with our Nation's deficit crisis.

We made our first serious mistake when we passed the Gramm-
Rudman law itself, a law that is certain to go down in history as a
monument to congressional irresponsibility and inaction. By pass-
ing this law, we abdicated our responsibility to craft the Federal
budget.

This is no simple matter. Our constituents elected us to make
judgments on a wide range of matters. One of the most important
is the manner in which their tax dollars are spent by the Govern-
ment, a decision that has far-reaching consequences for the econo-
my and our relations with other nations. But in an unparalleled
admission of failure, we told the General Accounting Office [GAO]
to follow an- automatic and arbitrary budget-cutting process de-
signed to balance the budget in stages over 5 years.

Moreover, the process we instituted fails to address in any fash-
ion whatsoever the chief cause of the deficit crisis which we are al-
legedly attempting to solve: the massive loss of revenues from
President Reagan's tax cuts. Instead, the burden of reducing our
still-monstrous deficits falls in large part upon the discretionary
spending programs that have already been ravaged over and over
in recent years.

After we passed Gramm-Rudman in a flight from reason, the Su-
preme Court injected some reality into the process by insisting that
the proper role of the legislative and executive branches be respect-
ed. The Court struck down the automatic spending cut mechanism
in the plan because it permitted the General Accounting Office, an
agency of Congress, to determine how the final cuts would be
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made. The Court said that this role should properly be performed
by the executive branch.

As a result, Congress was forced to revert to a fallback plan al-
ready built into the law that called on Members to vote on the
across-the-board cuts that are mandated under the law. This was a
partial return to an ethic of responsibility, but even then the
scheme called for approving the mindless calculations of the GAO,
rather than making thoughtful and informed judgments on the
form of the budget.

Then Congress chose to depart even further from reality. In
order to avoid voting on across-the-board cuts under Gramm-
Rudman, but at the same time preserve the illusion that Gramm-
Rudman's deficit targets were being met, we employed every book-
keeping gimmick and budgetary ruse in the book to get the budget
figures below the target levels. Many of these gimmicks, such as
the sale of Government assets, actually raised the deficit for future
years, but they served the short-term goal of meeting the target
and were thus approved.

The extent to which we were fooling ourselves is readily appar-
ent. The fiscal year 1986 Gramm-Rudman deficit target was $172
billion. Yet the actual deficit for fiscal year 1986 is listed in the
record books at $221 billion, the highest deficit in the history of our
Nation. The fiscal year 1987 deficit target was $144 billion. Yet the
latest official Congressional Budget Office [CBO] deficit estimate
for this year is $157 billion. It should be apparent to all the Con-
gress is playing elaborate games with our Nation's ledgers.

We entered the fiscal year 1988 budget follies with another hint
of realism: many Members realized that the bookkeeping gimmicks
of recent years could not be perpetuated forever, and that the
Gramm-Rudman deficit target of $108 billion would require cuts of
such magnitude-more than $60 billion-that even feigning compli-
ance was out of the question. Thus, many Members acknowledged
the importance of relaxing the goals.

Democratic members set about the task of crafting a fiscal year
1988 budget resolution that would put the deficit on a downward
path without a drastic budget reduction that would threaten to
produce a recession. They successfully produced a resolution that
cuts the deficit by more than $36 billion through a balanced mix of
spending cuts and revenue increases. While it was not perfect, the
budget resolution began the process of identifying the real causes
of our Nation's deficit ills and proposing substantive solutions.

But success seems to be too good for some Members of Congress.
Following passage of the budget resolution, they demanded that we
once again part company with sound budget policymaking. They
demanded that we "reinvigorate" the Gramm-Rudman law by re-
storing its automatic budget cutting mechanism in a manner that
would pass constitutional muster. They wanted to once again turn
over responsibility for budget matters to a mindless bureaucracy.

In all fairness, some Members supported this process because
they are fed up with the manner in which the President had dis-
tanced himself entirely from the budget mess he created and has
refused to enter into negotiations with Congress on reducing the
deficit. These Members thought that the threat of serious cuts in
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military programs will force the President to negotiate on the issue
of taxes.

Frustration with the President's fiscal policy, or lack thereof, is
easy to understand. The President's former budget director has re-
ferred to "the shameless, groundless fiscal fiction * * * which has
steadily emanated from the White House." Meanwhile, our deficits
have grown to absolutely unprecedented size, and the national debt
has more than doubled. This President has earned the dubious dis-
tinction of having mishandled the budget on a scale heretofore uni-
magined by most Americans.

However, one can say this much for him: he has been consistent.
He has never cared about the deficit. He created the deficit, he per-
petuated the deficit, and he has done nothing of consequence to
reduce the deficit.

It is for this reason that I view with profound skepticism the
notion that threatened automatic cuts in military spending will
draw the President into the budget process. The President, who
made a career out of railing against the deficit before he got to
Washington, has made a career out of raising it since he has been
here. And even though his own budget proposals have contained
many revenue increases, he has continually threatened to veto any
tax increase delivered to him by Congress. As his term draws to a
close, there is no reason to believe he will not stay this course.

Though well intentioned, the folly of the plan that has been re-
turned to us by the conferees cannot be overstated. It will once
again abdicate congressional responsibility. It will devastate domes-
tic spending programs that serve our Nation's struggling middle
class. And it will give the President the authority to redistribute
funds in defense accounts in order to spare favored programs.

What the conferees seem to be saying is: Let us find a constitu-
tional manner in which to give up our constitutionally mandated
power of the purse. Last time we gave it to the General Accounting
Office, a legislative agency, but the Supreme Court didn't approve.
This time, let's give it to the executive branch. Ronald Reagan's
Office of Management and Budget will take care of our deficit
problems for us.

What the conferees seem to be saying is: If we eliminate the defi-
cit in 7 years, instead of 5 years, then the President will fall in love
with taxes and the people of this Nation will be protected from dev-
astating cuts.

Let there be no mistake about it: the President will not approve
a tax increase. And 7 years of resultant cuts in domestic spending
will be just as hard for the American people to bear as 5 years.
Health care, education, law enforcement, pollution control, veter-
ans benefits-all of these programs will be dispatched over a 7-year
period.

Moreover, we can expect deep cuts in essential foreign aid pro-
grams, including those that supply our Middle East allies Israel
and Egypt. The Food for Peace Program, used to supply food to
starving people around the globe, will be scaled back. And our ef-
forts to resolve the long-term development needs of the poorest
countries will be substantially curtailed. We cannot expect to meet
our international commitments in the economic, political, and secu-
rity arenas with a declining foreign assistance budget.
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What the conferees seem to be saying is: We don't need to have
strict oversight of the defense budget. The President can propose to
redistribute defense budget outlay reductions as he wishes, so long
as particular projects are nnt increased above the appropriated
level. The President's proposal would have to be considered on an
expedited basis.

On August 4, the House of Representatives voted to instruct the
conferees on the debt-ceiling legislation to return a conference
report that restores an automatic sequestration procedure. But
most Democratic Members, realizing that automatic sequestration
amounts to Government-sanctioned violence against the people
who sent us here, voted against this misguided instruction.

I hope that our party will once again disassociate itself from the
Gramm-Rudman fantasy. I hope that our party will once again
take responsibility for its actions, as it did when it crafted and
passed a fiscal year 1988 budget resolution that set the deficit on a
declining path without relinquishing responsibility to any other
party.

When Ronald Reagan's chickens come home to roost, and they
inevitably will, there will be a lot of finger pointing going on. Let it
not be said that the Democratic Party hid from its responsibilities
behind the cover of a so-called budget reform. Instead, let it be said
that we accepted our role as crafters of the Federal budget, and
that we were willing to meet this challenge despite the obstinate
and shortsighted budget policies of Ronald Reagan.

Above all, let it be said that we understand that the average
people of this Nation are not responsible for the deficit crisis.
Therefore, they should not bear the burden of bringing it down.

I urge my colleagues to vote against this rule, and if it passes,
the conference report. It is a matter of conscience and a matter of
principle. But it is also a matter of hard political reality. Gramm-
Rudman will not solve the deficit crisis. Only we can do that.

Mr. DERRICK. Mr. Speaker, I yield 5 minutes to the gentleman
from Oklahoma [Mr. Synar],f for purposes of debate only.

(Mr. Synar asked and was given permission to revise and extend
his remarks.)

Mr. SYNAR. Mr. Speaker, I believe we are making a tremendous
mistake today by delegating our fundamental responsibility to
make spending decisions. Last year, I argued before the Supreme
Court that automatic trigger goes to the heart of the legislative
function by allowing bureaucrats-not legislators-to set across-
the-board spending levels. If the Constitution does not require Con-
gress to vote on spending matters, and if our Founding Fathers did
not intend beyond doubt that only Congress should set our Nation's
spending priorities, then there is nothing left for Congress to do. I
have always said that good government makes good politics. I think
the converse is also true-that bad government makes bad politics.
This is bad government, and if we can dress it up and sell it to our
constituents when the real cuts come, we are kidding ourselves. If
we don't have the courage to vote for real budget reduction, we
have no business giving that task to OMB.

Those Democrats who support an automatic sequestration seem
to believe that Gramm-Rudman will:

First, force the President to be responsible and sign a tax bill, or
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Second, hold him accountable for these huge deficits.
They should know better. This President has hoodwinked the

American people for six years. He is the biggest budget buster in
American history, yet the American people do not hold him ac-
countable for the deficit. He controls the stage of American poli-
tics, and that is not going to change simply because we institute a
new form of budgeting.

We cannot avoid the inevitable public reaction against Congress
when a sequestration occurs. The American public is going to hold
us-not the President-accountable.

Republicans have their own delusions about what this process
will accomplish. Their motive is not to reduce the deficit, but
rather to shield the President from the consequences of his disas-
trous budget policies.

They know as well as the rest of us that revenues are needed to
balance the budget. If they were truly concerned about the deficit,
they would be working with us on deficit reduction that included
both spending -cuts and tax increases. Instead, they focus their ef-
forts on budgetary gimmickry that can't work, and even if it did
would leave our county in economic shambles.

And for those Republicans and Democrats who believe that OMB
will save us from ourselves, and that we can trust OMB to be
honest, let me remind you of: EPA, pesticides; OSM; Superfund;
and Dave Stockman.

The problem with the Gramm-Rudman process is that it isn't in-
tended to work. It is the product of political posturing aimed at
taking credit for a solution that hasn't occurred, and avoiding
blame for the crisis that lies in waiting.

As Members of Congress, we should be serious about governing.
Gramm-Rudman is not about serious governing. It is about avoid-
ing responsibility. It is about abdication and unaccountability. And
it is about a fruitless attempt to legislate leadership.

My constituents may not understand this bill, or my vote against
it. But they sent me here to do the right thing. There is right, and
there is wrong. This is wrong.

Mr. Lorr. Mr. Speaker, I have no further requests for time and I
yield back the balance of my time.

Mr. DERRICK. Mr. Speaker, I have no further requests for time,
and I move the previous question on the resolution.

The previous question was ordered.
The SPEAKER pro tempore. The question is on the resolution.
The question was taken; and the Speaker pro tempore announced

that the ayes appeared to have it.
Mr. WEISS. 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 pro tempore. 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

325, nays 84, not voting 25, as follows:



Ackerman
Akaka
Alexander
Anderson
Andrews
Annunzio
Anthony
Archer
Asp in
At kins
AuCoin
Badham
Barnard
Bartlett
Barton
Bateman
Bates
Beilenson
Bennett
Bereuter
Berman
Bevill
Bilbray
Bliley
Boehlert
Boggs
Boland
Bonior (MI)
Bonker
Borski
Bosco
Boucher
Boulter
Boxer
Brennan
Brooks
Broomfield
Bruce
Bryant
Bustamante
Byron
Callahan
Campbell
Cardin
Carper
Chandler
Chapman

,Chappell
Cheney
Clarke
Clinger
Coats
Coble
Coelho
Coleman (MO)
Coleman (TX)
Combest
Cooper
Coughlin
Courter
Coy ne .
Crockett
Darden
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[Roll No. 329]

YEAS-325

Daub
Davis (MI)
DeFazio
DeLay
Dellums
Derrick
Dicks
Dingell
DioGuardi
Dixon
Donnelly
Dorgan (ND)
Dowdy
Downey
Duncan
Durbin
Dwyer
Dymally
Dyson
Early
Eckart
Emerson
Erdreich
Espy
Evans
Fascell
Fazio
Feighan
Fields
Fish
Flake
Flippo
Florio
Foglietta
Foley
Ford (MI)
Frank
Frenzel
Frost
Gallegly
Gallo
Garcia
Gaydos
Gejdenson
Gibbons
Gilman
Ging rich
Glickman
Gonzalez
Gordon
Gradison
Grant
Gray (IL)
Gray (PA)
Green
Gregg
Guarini
Hall (OH)
Hall (TX)
Hamilton
Hammerschmidt
Harris ..
Hastert

Hatcher
Hawkins
Hayes (IL)
Hayes (LA)
Hefley
Hefner
Henry
Herger
Hiler
Hochbrueckner
Holloway
Horton
Houghton
Howard
Hoy er
Hubbard
Huckaby
Hutto
Hyde
Ireland
Jacobs
Jenkins
Johnson (CT)
Johnson (SD)
Jones (NC)
Jones (TN)
Jontz
Kaptur
Kastenmeier
Kennedy
Kennelly
Kildee
Kleczka
Kolbe
Kolter
Konnyu
Kostmayer
LaFalce
Lagomarsino
Lancaster
Lantos
Leath (TX)
Lehman (CA)
Lehman (FL)
Lent
Levin (MI)
Levine (CA)
Lewis (CA)
Lewis (GA)
Lipinski
Lloyd
Lott
Lowery (CA)
Lowry (WA)
Lujan
Luken, Thomas
Mack
MacKay
Manton
Markey
Martin (IL)
Martinez
Matsui
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Mavroules
Mazzoli
McCloskey
McDade
McGrath
McHugh
McMillan (NC)
McMillen (MD)
Meyers
Mfume
Mica
Michel
Miller (CA)
Miller (OH)
Miller (WA)
Mineta
Moakley
Molinari
Mollohan
Montgomery
Moorhead
Morrison (CT)
Morrison (WA)
Mrazek
Murtha
Myers
Natcher
Neal
Nelson
Nichols
Nowak
0akar
Oberstar
Obey
Olin
Ortiz
Owens (NY)
Owens (UT)
Oxley
Panetta
Parris
Pashayan
Patterson
Pease
Pelosi
Penny

Applegate
Armey
Baker
Ballenger
Bentley
Bilirakis
Brown (CO)
Buechner
Bunning
Burton
Carr
Conte
Conyers
Crane
Dannemeyer
Davis (IL)
DeWine
Dickinson

Pepper
Pickett
Pickle
Price (IL)
Price (NC)
Pursell
Quillen
Rahall
Rangel
Ravenel
Ray
Regula
Rhodes
Richardson
Rinaldo
Ritter
Robinson
Roe
Rogers
Rose
Rostenkowski
Roukema
Rowland (CT)
Rowland (GA)
Roybal
Russo
Sabo
Saiki
Savage
Sawyer
Scheuer
Schneider
Schroeder
Schuette
Schulze
Schumer
Sharp
Shaw
Shays
Shumway
Sikorski
Sisisky
Skaggs
Skelton
Slattery
Slaughter (NY)

NAYS-84

Dreier
Edwards (CA)
Edwards (OK)
English
Fawell
Gekas
Grandy
Gunderson
Hansen
Hertel
Hopkins
Hughes
Hunter
Inhofe
Jeffords
Kanjorski
Kasich
Kyl

Smith (FL)
Smith (NE)
Smith (NJ)
Smith (TX)
Snowe
Solarz
Spratt
St Germain
Stallings
Stark
Stenholin
Stokes
Stratton
Sundquist
Sweeney
Swvft
Swindall
Tauke
Taylor
Thomas (CA)
Thomas (GA)
Torres
Torricelli
Towns
Traxler
Udall
Upton
Valentine
Vander Jagt
Vento
Visclosky
Volkmer
Walgren
Waxman
Wheat
Whittaker
Whitten
Wise
Wolf
Wolpe
Wortley
Wyden
Wylie
Yatron

Leach (IA)
Leland
Lewis (FL)
Lightfoot
Lukens, Donald
Lungren
Marlenee
Martin (NY)
McCandless
McCollum
McEwen
Moody
Morella
Murphy
Nagle
Nielson
Packard
Perkins
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Petri Smith (IA) Tallon
Porter Smith, Denny (OR) Traficant
Ridge Smith, Robert (NH) Vucanovich
Rodino Smith, Robert (OR) Walker
Roth Solomon Watkins
Schaefer Staggers Weber
Sensenbrenner Stangeland Weiss
Shuster Studds Weldon
Skeen Stump Yates
Slaughter (VA) Synar Young (FL)

NOT VOTING-25

Biaggi Ford (TN) Roemer
Boner (TN) Gephardt Saxton
Brown (CA) Goodling Spence
Clay Kemp Tauzin
Collins Latta Williams
Craig Livingston Wilson
Daniel Madigan Young (AK)
de la Garza McCurdy
Dornan (CA) Roberts

The Clerk announced the following pair:
On this vote:

Mrs. Collins for, with Mr. Craig against.

Messrs. Studds, Kanjorski, English, Conyers, Hughes, Davis of Il-
linois, and Martin of New York changed their votes from "yea" to
"nay."

Mr. Bonker changed his vote from "nay" to "yea."
So the resolution was agreed to.
The result of the vote was announced as above recorded.
A motion to reconsider was laid on the table.

CONFERENCE REPORT ON HOUSE JOINT RESOLUTION 324,
PUBLIC DEBT LIMIT INCREASE

Mr. ROSTENKOWSKI. Mr. Speaker, pursuant to House Resolution
247, 1 call up the conference report on the joint resolution (H.J.
Res. 324), increasing the statutory limit on the public debt.

The-Glerk read the title of the joint resolution.
The SPEAKER pro tempore (Mr. Gray of Illinois). Pursuant to the

rule, the conference report is considered as having been read.
(For conference report and statement, see proceedings of the

House of Monday, September 21, 1987, at page H7696).
The SPEAKER pro tempore. The gentleman from Illinois [Mr. Ros-

tenkowski] will be recognized for 45 minutes and the gentleman
from Tennessee [Mr. Duncan] will be recognized for 45 minutes.

Mr. OBEY. Mr. Speaker, I would inquire if the gentleman from
Tennessee [Mr. Duncan] is opposed to the conference report.

The SPEAKER pro tempore. Is the gentleman from Tennessee [Mr.
Duncan] opposed to the conference report?

Mr. DUNCAN. Mr. Speaker, I am not.
The SPEAKER pro tempore. Is the gentleman from Wisconsin [Mr.

Obey] opposed to the conference report?
Mr. OBEY. Yes, I am, Mr. Speaker.

*1
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The SPEAKER pro tempore. The gentleman from Wisconsin [Mr.
Obey] qualifies for one-third of the time.

The gentleman from Wisconsin [Mr. Obey] will be recognized for
30 minutes, the gentleman from Illinois [Mr. Rostenkowski] will be
recognized for 30 minutes, and the gentleman from Tennessee [Mr.
Duncan] will be recognized for 30 minutes.

The Chair recognizes the gentleman from Illinois [Mr. Rosten-
kowski].

Mr. ROSTENKOWSKI. Mr. Speaker, I yield myself such time as I
may consume.

Mr. Speaker, the vote on this conference report will be one of the
most significant budget votes in this Congress.

In addition to extending the debt limit through May 1989, the
conference report amends the so called Gramm-Rudman-Hollings
Act. The amendments reinstate the automatic trigger under the
act in a constitutionally valid manner. They also extend the act for
2 years, through 1993, and stretch out the statutory deficit reduc-
tion targets to achieve a balanced budget in 6 years. The goal of
the amendments is the continued and systematic reduction of the
deficit.

With the automatic trigger restored, spending cuts will autoinati-
cally occur if Congress and the President fail to agree on a deficit
reduction package that meets the requirements of the act. In fiscal
year 1988, the conference report calls for $23 billion in deficit re-
duction. In the later years, we must come within $10 billion of the
targets in order to avoid the automatic cuts.

In order to make the process constitutional, authority for admin-
istering the automatic cuts is vested with the Office of Manage-
ment and Budget [OMB]. I want to emphasize that OMB will have
no discretion to determine where the cuts will be made. The auto-
matic cuts will continue to be equally divided between defense and
non-defense programs and will continue to be made uniformly.
OMB cannot change this.

The President, at his discretion, will be allowed to exempt mili-
tary personnel accounts from the automatic cuts. If he exercises
this discretion, other defense accounts will have to absorb greater
cuts. The President can also request that the defense cuts be dis-
tributed in a nonuniform manner among defense accounts. The
total defense reduction cannot change under the request and the
request must be approved by the Congress.

Mr. Speaker, the most important domestic issue facing us is the
need to reduce our Federal deficit. This conference report gives us
a chance to meet our responsibility and adopt a plan for real deficit
reduction.

We must not waste this opportunity. Our economy is living on
borrowed time and borrowed money. Everyone of us has given nu-
merous speeches about the need to reduce the deficit. If we really
believe what we have been saying, there are no excuses for voting
against this conference report. The time for excuses is over.

The reinstatement of the automatic trigger provides needed disci-
pline to the deficit reduction process. The adjustment of the deficit
targets makes the provisions of the act more realistic and achieva-
ble. No one wants the automatic cuts to go into effect. But no real
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deficit reduction is going to take place unless the Gramm-Rudman-
Hollings trigger is cocked.
--The conferees worked hard and have delivered a bipartisan plan

for restoring Gramm-Rudman-Hollings. It is a plan for real deficit
reduction and it deserves the overwhelming support of the House.

Mr. Speaker, I reserve the balance of my time.
The SPEAKER ro tempore. The Chair recognizes the gentleman

from Tennessee [Mr. Duncan].
Mr. DUNCAN. Mr. Speaker, I yield myself such time as I may con-

sume.
Mr. Speaker, this conference report has many flaws, and certain-

ly does not offer a complete and lasting solution to the problems it
addresses. However, I think it is the best answer we can get at the
time, and that is one reason why I support it.

I support the resolution also because it complies with the motion
to instruct the House conferees which was offered by our Republi-
can leader. It does include a reconstitution of the Gramm-Rudman-
Hollings mechanism, providing for either sequestration or reconcil-
iation to reduce the Federal deficit by about $23 billion in fiscal
year 1988.

The measure provides further for a statutory increase in the
public debt ceiling which should be sufficient to remove this worri-
some problem until the spring of 1989.

In light of difficulties facing the conference, I think it did a rea-
sonably good job in meeting its responsibilities. It put us on the
right course again, and I urge my colleagues to join me in voting
for the legislation.

Mr. Speaker, I reserve the balance of my time.
Mr. OBEY. Mr. Speaker, I yield myself 8 minutes.
The SPEAKER pro tempore. The gentleman from Wisconsin is rec-

ognized.
Mr. OBEY. Mr. Speaker, I have no real quarrel with the Members

of the House who put together this package; people like Mr. Foley,
Mr. Rostenkowski, and others have certainly brought back the
most benign package that is possible, I suppose, under the circum-
stances. The question is whether you accept the circumstances and
I for one do not, because I think the circumstances requires us to,
in essence, lie to the American people if we pass a package like
this.

The problem as I see it is simply this: I do not know what it is
like in other parts of the country, but in Wisconsin if you hire a
carpenter and they screw up the job the first time, you do not
bring them back twice more. But that is not the way we are doing
it here.

In 1981, we were told in the Gramm-Latta bill that if we just fol-
lowed their prescription on budgeting and taxes we would get to a
zero deficit.

So in 1981, we listened to their promise that we would have zero
deficit if we followed their prescription. Instead, we passed their
package and then we had deficits of $200 billion and more. So 2
years ago the same carpenters came and said, "We have a new
idea." So we passed Gramm-Rudman.

They said again it would get us to zero in a nice, neat 5-year
package.
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Now they are back, the same carpenters are back here for the
third time. What they are telling us is, "Gee whiz, folks, what we
recommended 2 year ago was not working. We were only missing
the target by $50 billion. So now we have got another Mr. Fix-It
arrangement." And that is before us today.

I finally figured out this package. The original deficit target for
this year was $108 billion under Gramm-Rudman, the new target is
now $144 billion except it is really supposed to be $160 billion
unless you have a one-eyed jack or a couple of deuces in your hand.
Then it is something else.

That is how much sense this formula makes. It makes phony
promises to the American people that there is going to be a zero
deficit by 1993 when everybody knows that these numbers in this
resolution are going to be changed at least four times between now
and 1993. It pretends that you can take a $1,050 billion budget, put
$700 billion off limits from cuts, leave the remaining $370 billion
and out of that somehow, between now and 1993, find $160 billion
in cuts from the $370 billion base.

Everybody here knows that is not true. That is a ludicrous and
misleading promise. It says we are going to take 100 percent of the
cuts out of 37 percent of the budget and you know that is not going
to happen down the line.

What this really is is a procedural fig leaf to hide what is really
happening. What is really happening is this: We have a President
in the White House who is perfectly willing to negotiate with Mr.
Gorbachev about arms control but he is not willing to negotiate
with the Speaker, he is not willing to negotiate with Mr. Michel or
Mr. Gray or Mr. Dole or Mr. Domenici or Mr. Byrd the congres-
sional leadership in order to try to get a domestic compromise to
preserve balance in the economy and to make some balanced defi-
cit reductions.

And so in essence we are asked as a substitute for real leader-
ship to approve the package which pretends that we would be will-
ing to accept the following cuts this year under sequestration:

Drug enforcement, $50 million; AIDS research, $100 million re-
duction; Alzheimer's research, $10 million reduction; maternal and
child health, $50 million; toxic waste control, $120 million; meats
and poultry inspection, $40 million; student aid, $580 million; ele-
mentary and secondary education, $800 million; and mine safety,
$17 million.

And we are supposed also to tell our dairy farmers, for instance,
that they should accept anywhere between a 55 cents per hundred-
weight to $1 per hundredweight cut in their price, in addition to
other previously scheduled cuts.

Does anybody really think we should let all those things happen?
Unless we do, voting for this is a phony act, and I submit the pack-
age is a phony.

Mr. Speaker, what we have here is simply a procedural gimmick
to cover up the fact that there is not sufficient will on the other
end of Pennsylvania Avenue to put together the kind of bipartisan
compromise that requires that Democrats give some on our social
priorities and that the President give some on his defense and reve-
nue positions. And so as a consequence we are passing this elabo-
rate Rube Goldberg scheme to pretend we are going to get the defi-
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cit down to zero when in fact we are going to see changes take
place that leave us with a deficit that is probably close to what we
ave now over the next 3 or 4 years.
So I simply suggest that if Members are voting for this, they are

voting for something that is not real. I understand the motivation
of it. I understand that Members will vote for it because it is essen-
tial in their minds to try to find some way to get the President to
move. I just do not happen to think this package is going to be very
successful, and I think we will be meeting ourselves coming back
again and again until we can finally force the White House to do
something real.

Mr. RoSTENKOWSKI. Mr. Speaker, I yield 3 minutes to the gentle-
man from Minnesota [Mr. Penny].

(Mr. Penny asked and was given permission to revise and extend
his remarks.)

Mr. PENNY. Mr. Speaker, I rise in support of the conference
report on the debt ceiling extension which includes a reinvigorated
Gramm-Rudman deficit reduction mechanism.

This measure restores the automatic trigger so that across-the-
board cuts will occur if Congress and the President fail to make
progress in cutting the deficit. Second. the new mechanism sets
annual deficit reduction goals that will deliver a balanced budget
by fiscal year 1993. Third, the conference agreement assures that
automatic cuts will be evenly divided between the domestic and
military sides of the budget. Finally, the new Gramm-Rudman
process prohibits the use of asset sales and other gimmicks to meet
the deficit reduction targets. While this agreement is not every-
thing that everyone wanted, it will strengthen our ability to reach
a balanced budget. The targets established by the conference agree-
ment are more realistic-and therefore more achievable. Because
the targets are more realistic we are more likely to stay on a
steady road to a balanced budget.

In the last few months, Mr. Speaker, as a cochair of the Biparti-
san Truth in Budgeting Task Force, I have stood on the floor of the
House and urged adoption of amendments that limit the growth in
spending next year. We have successfully sponsored amendments
to reduce spending by $500 million, but perhaps more importantly,
the task force through its efforts has heightened awareness of the
need to come to grips with the budget deficit.

Many of the members of our task force strongly embrace the new
Gramm-Rudman mechanism. However, this agreement should not
signal anyone that the hard choices necessary to balance the
budget will be easy. They will not. This agreement should not
signal to Members that the decisions to reduce spending or balance
revenues with spending will be easy. They will not. This agreement
should not signal to anyone that the appropriations process is over.
It is not.

The hard choices are ours to make. If we make a commitment to
deficit reduction here today-and I certainly hope we will-we will
need to more thoroughly review appropriations to assure that
spending is in line with Gramm-Rudman targets. Accordingly, the
bipartisan task force in the next few weeks and months will redou-
ble our efforts and continue to pursue every avenue of deficit re-
duction open.
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Let's not kid ourselves, no process or mechanism will substitute
for. hard choices, but without a mechanism like the new Gramm-
Rudman process to guide us in our deliberations, it is unlikely we
will stay on the road to a balanced budget very long.

Mr. Speaker, Chairman Rostenkowski, Majority Leader Tom
Foley, Minority Leader Bob Michel, among many others who delib-
erated long hours to reach this agreement before us today are to be
congratulated. A vote in favor of this agreement is a vote for fiscal
responsibility.

Mr. Speaker, I strongly urge adoption.
Mr. DUNCAN. Mr. Speaker, I am pleased to yield 4 minutes to the

distinguished Republican leader, the gentleman from Illinois [Mr.
Michel].

(Mr. Michel asked and was given permission to revise and extend
his remarks.)

Mr. MICHEL. Mr. Speaker, on August 4, when I introduced a
motion to instruct conferees, I said:

The issue before us is not the budget, not the deficit, and it is not the fact of se-
questration. It is, instead, something much more fundamental, and that issue before
us is the responsibility of the House of Representatives to simply act.

Since rhetoric gets such careful scrutiny from the media these
days let me say I am paraphrasirng remarks of Winston Churchill
when I say that the agreement we -iave reached is not the end of
our need to act nor the beginning of the end-but it is the end of
the beginning.

We have begun. We have reached a bipartisan agreement. We
have broken the evil spell of paralysis and actually moved forward.
This agreement is only procedural-but it is procedure that has the
promise of future substance.

Just as beauty is in the eye of the beholder-I don't know who to
acknowledge as first having said that one-so is progress on the
deficit. So much depends on the meaning we give to the actions we
take. Some may look at what we have reached here and say: It is
not enough. It is only a gesture.

But I say we should look at it as the beginning of a process we
have committed ourselves to, a bipartisan process to do something
real about the deficit.

We haven't seen any real expression or effort to achieve reduc-
tion in spending. Everyone sees what he wants in this-some see a
chance to force the President to raise taxes-some a chance to
reduce excessive spending-others a commitment to balance the
budget.

I see it as a genuine bipartisan effort to work together from this
point on to reduce the deficit.

I want to commend my good friend, Chairman Dan Rostenkow-
ski, for having joined with me when I introduced my motion to in-
struct.

His cooperation, his leadership, his willingness to cooperate have
helped us get this far.

But this isn't far enough. I want to take this opportunity to
reach out my hand once again to my good friend Rosty and to say
to him and to the Democratic leadership:

51-721 0 - 93 - 16
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What we have done is small in comparison to what we need to
do. But we've come this far together. Can we, in conscience, go a
few steps further, and then another few, and then a few more?

I say to my colleagues on my side of the aisle: I'm not asking you
to go along to get along. All I'm saying is now that we've achieved
this small, tentative bipartisan step, isn't it possible that very, very
carefully we can take other steps, checking each one along the way
to see to it that it is moving in the direction of shared values and
shared goals?

We all speak about the "American people" and we all claim,
from time to time, that we know exactly what they want.

Well, in this case we do know what they want. They want re-
sponsible progress toward reducing the deficit. They are willing to
leave it up to us how we responsibly achieve that goal. So why
don't we take what we have achieved in a bipartisan fashion and
get ready, right now, to take the next small step. One at a time.
But always moving forward toward goals we as Americans share.

I think we can do that. I hope you share that belief with me. It is
risky, this bipartisan openness. It can blow up in your face. But it
also can work if we just keep the spirit that has gotten us this far.

Is that too much to ask? I think not. I think we have a chance to
seize the moment and do some good for the country.

Mr. OBEY. Mr. Speaker, I yield 3 minutes to the gentleman from
Massachusetts [Mr. Conte].

(Mr. Conte asked and was given permission to revise and extend
his remarks.)

Mr. CONTE. Mr. Speaker, I want to thank my good friend, the
gentleman from Wisconsin [Mr. Obey], for giving me this time.

Mr. Speaker, I strongly support the increase in the permanent
debt limit. But I cannot vote for an extension of Gramm-Rudman-
Hollings, and I cannot vote for the conference report. I take the
same position on Gramm-Rudman-Hollings that I have taken on
the temporary debt limit and the Budget Act.

I want to set budget priorities by my votes on individual spend-
ing and revenue bills. If a majority of the Congress or the Presi-
dent want to reduce the deficit, then I will stay here and work with
you bill by bill.

But I will never accept the proposition that the individual ex-
penditures and revenues that I have voted to support can be
changed by a mindless process like a debt limit or a sequester. I
wish that the rule allowed a separate vote on the debt limit. I
would like to support the conferees and the gentleman from Illinois
[Mr. Rostenkowski] on the debt limit issue. It took vision to pass up
a quick fix in the temporary debt limit, and to recommend instead
an increase in the permanent debt limit.

It took vision to acknowledge that the level of debt is determined
by the individual expenditures and revenues that are voted on the
floor of this House, and should not be constrained by the expiration
of some arbitrary limitation.

But we do not yet have the vision to acknowledge that there is
no essential difference between the temporary debt limit and the
sequester process.
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Gramm-Rudman-Hollings cannot be fixed. The basic concept is
wrong. It should be repealed. That is my vision, and the time will
come when you will join me, mark my words.

And just wait. I make this prediction: when that first sequestra-
tion comes in, there are not going to be enough bushes in the Dis-
trict of Columbia to hide under.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 2 minutes to the gentle-
man from Alabama [Mr. Flippo].

Mr. FLiPPO. Mr. Speaker, I rise in strong support of the confer-
ence report on House Joint Resolution 324.

After several years of progress on deficit reduction, CBO recently
predicted that future deficits are projected to increase in the future
rather than decrease. We simply cannot tolerate a rising budget
deficit. We must take action and we must begin today.

This bill will provide the mechanism to bring the Congress and
the President together to negotiate a reduction in the deficit.

Even if there is no agreement on a reconciliation bill, we are
guaranteed that the deficit will be cut by $23 billion in fiscal year
1988.

By continuing to amass huge deficits, interest rates will continue
to rise with severe repercussions for our housing, farming, and
other interest sensitive sectors of the economy.

The simple truth is that we must restore fiscal integrity to our
Federal Government.

Many of you support a balanced budget amendment. This is es-
sentially a legislative device to accomplish the same objectives. I
urge your support.

Mr. DUNCAN. Mr. Speaker, I yield 3 minutes to the distinguished
gentleman from Minnesota [Mr. Frenzel].

(Mr. Frenzel asked and was given permission to revise and
extend his remarks.)

Mr. FRENZEL. Mr. Speaker, this has been a long and frustrating
year. Deficit reduction and budget reform have, until now, been ig-
nored.

I have spoken often in the last several months against fiscally ir-
responsible legislation. It was not hard to find. It was responsible
legislation that was hard to find.

I continue to believe that deficitreduction must beour- top prior---
----- it-7An-d-th*-iwsw--w-iTam pleased, and slightly surprised, to recom-

mend to you the conference agreement on House Joint Resolution
324.

Mr. Speaker, I believe that we are, on balance, well-served by
this agreement. We may claim victory in the fact that the House
got what it asked for in our motion to instruct the conferees last
month. At that time, the Michel motion asked for the conference to
restore the Gramm-Rudman-Hollings automatic trigger. We got it.
"We also asked for some flexibility on the sequester of defense
spending in this process. That one is less certain, but we got at
least some flexibility.

Mr. Speaker, this is not a perfect agreement, but I think it ought
to be acceptable to the House, and I hope it will be passed. The se-
quester numbers are not large enough for my taste. A $23 billion
target in fiscal year 1988 is a very small step when we are dealing
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with a projected deficit of $157 billion, especially after we have es-
calated the base line.

For fiscal year 1989, if our economy continues to grow at its
present pace, and if the sequester is effective this fall, our target of
$36 billion could actually be reduced to a target of from $15 to $20
billion.

I have some trouble with that new adjusted baseline, which now
approximates the baseline of our friends at CBO. In scrapping the
so-called Gradison baseline, we have raised the baseline by $13 bil-
lion. The new baseline is unrealistic. Because it is too high, I am
told that a $23 billion cut from the new baseline would only equal
a modest $15 billion cut using the Gradison baseline.

Republicans sought budget reform in this conference. The Senate
conferees did not object to our demands for credit reform and split-
ting continuing resolutions on enrollment. The House Democrat
conferees stonewalled this effort and they failed.

The conference did produce some minor budget reforms. I wish
there could have been more. But at least we have put budget proc-
ess items on the agenda. The agreement calls for use of a single set
of economic assumptions. More importantly, under this agreement
the Congress may no longer play the funny-money game of shifting
pay dates from one year to another and counting that as a deficit
reduction, nor can it use asset sales as deficit reducers.

Mr. Speaker, the conference agreed to extend the debt-ceiling
through May 1989. This may be the best news of all. Now we can
get down to the business of running the Government instead of reg-
ularly threatening to shut it down.

Every debt-ceiling resolution is a vehicle for Senate hitchhikers.
Most of them are not as desirable as the retriggering of Gramm-
Rudman-Hollings. If this resolution passes, we won't see any more
for a year and a half.

The heart of this agreement, and the matter that forced this con-
ference into overtime, is the adjustment of the Gramm-Rudman-
Hollings targets and the replacement of the automatic trigger. This
agreement is designed to balance the budget by 1993, and gives the
sequestration decisions to OMB and CBO rather than the Comp-
troller General.

As in the original Gramm-Rudman package, any sequestration
would be split between defense and nondefense accounts. A provi-
sion was added to allow the President some flexibility in where the
defense cuts would come from. The President may propose certain
adjustments in the distribution of the cuts among personnel and
other accounts. Then he is given an expedited procedure to send
his proposals back to the Congress for action.

The expedited process guarantees a vote in both Houses, but be-
cause the process ends in the conference committee, there is no
guarantee that it will produce results. It could be filibustered in
the Senate or simply not scheduled in the House.

Mr. Speaker, it is not often that I find any congressional action
on the deficit that I can applaud. But this conference agreement
has produced the first substantive moves toward deficit reduction
in the 100th Congress. It extends the bothersome debt ceiling. We
have replaced the automatic trigger, which is necessary to pressure
Congress into dealing with the deficit. We have given the President
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a little flexibility in defense cuts. And we have agreed to some
budget process reforms.

Make no mistake about this vote. It is a fiscal, trigger-restoring
vote. The correct vote from a standpoint of economic conservations
is an "aye" vote.

I was encouraged by the bipartisan flavor of this conference and
am hopeful that we can get back on the road of deficit reduction by
passage of this conference agreement. I respectfully suggest that all
Members who are worried about the deficit, and have promised to
do something about it, vote for the conference report on House
Joint Resolution 324.

Mr. OBEY. Mr. Speaker, I yield 5 minutes to the gentleman from
Vermont [Mr. Jeffords].

(Mr. Jeffords asked and was given permission to revise and
extend his remarks.)

Mr. JEFFORDS. Mr. Speaker, I thank the gentleman for yielding
me this time.

Mr. Speaker, I am pleased that the conferees on House Joint Res-
olution 324 have arrived at a compromise solution to the Gramm-
Rudman fix-it problem. As I said 2 years ago as we formulated
Gramm-Rudman, the best thing about Gramm-Rudman is that it is
so bad. The threat of across-the--board&-cuts will hopefully force both
Congress and the administration to make the serious compromises
necessary to reduce the Federal deficit. I hope that the restoration
of the automatic trigger will provide the impetus for some responsi-
ble decisions by this body over the next 6 weeks.

I do have one very serious problem with the Gramm-Rudman
compromise. Contrary to expectations, the conference committee
did not address an issue that preoccupied the House for a couple of
days in February 1986 on how to obtain savings from the dairy pro-
gram. I was concerned to discover that notwithstanding the actions
of the 99th Congress (Public Law 99-198), the new Gramm-Rudman
provisions regarding dairy revert to the provisions of the original
Gramm-Rudman Act.

The use of across-the-board reductions in the milk price support
would result in unfair and unintended reduction in dairy farm
income. Additionally, it would not achieve the budget savings that
Gramm-Rudman is designed to achieve, particularly in the upcom-
ing fiscal year.

The Commodity Credit Corporation is expected to purchase only
5 billion pounds in surplus dairy products. Most of these purchases
are necessary to meet the requirements of Federal food assistance
programs such as the School Lunch Program.

For example, a 4.3-percent across-the-board sequestration order
would require a 50-cent cut in the support price. This cut would
cost dairy producers $725 million in lost income, yet it would only
generate about $25 million in outlay savings, given the current 5
billion pound level of Government purchases. This is a very opti-
mistic result. More likely the assessment will be twice this. By con-
tract, a 3.5-cent assessment on all milk produced would reduce
dairy program costs by about $50 million, and it would cost dairy
producers only $50 million. Congress adopted this method of meet-
ing the dairy, program's share of Gramm-Rudman savings last year.



482

Dairy producers are willing to contribute their fair share to
achieve the budget savings required by law. However, as you can
see, the price-cut method contained in the proposed Gramm-
Rudman revisions would cost dairy producers 30 times more in lost
income than it would generate in budget savings. And that is the
optimistic view.

Mr. GUNDERSON. Mr. Speaker, will the gentleman yield?
Mr. JEFFORDS. I yield to the gentleman from Wisconsin.
I would like to get the pessimistic view.
(Mr. Gunderson asked and was given permission to revise and

extend his remarks.)
Mr. GUNDERSON. Mr. Speaker, I thank the gentleman for yielding

to me.
There is no Member who regrets that he is unable to stand up in

support of this bill more than I, because I do believe deficit reduc-
tion is the absolute No. 1 problem facing this country; but unfortu-
nately, the conferees have seen fit not to provide the Members the
same flexibility in agriculture that, as the gentleman indicated, we
had to pass 2 years ago.

Let us assume, according to the Committee on the Budget, that a
maximum sequestration order goes into effect requiring a 9-percent
cut in our domestic programs.

That would require an $86 million reduction in the dairy price
support program. If we have a sequestration, dairy farmers are
willing to pay their share, do their part despite the fact we have
cut the cost of the program in half in the last year already.

Because the conference agreement does not provide the Members
the flexibility of using an assessment to fund that $86 million, we
will have to achieve it through a price cut. A price cut would be
$1.11 price cut as opposed to only a 6-cent assessment.

Let me tell the Members what that will mean to a typical 50-cow
dairy farmer in Wisconsin. It will mean a loss in annual income of
$6,600 a year.

We are willing to do our part for deficit reduction; but after we
have cut the cost of the dairy program in half last year, to be
picked out as the sole recipient of this kind of penalty in this con-
ference agreement is very unfair.

Mr. JEFFORDS. Mr. Speaker, I appreciate the gentleman's com-
ment; and I do not know how we can explain it any more easily
than the fact that it is going to have 30 to 60 times the impact on
the dairy farmers as it will the rest of those affected, and to me
that is so outrageous.

After we had gone through the whole debate a year ago, to point
out and to convince this House that it was essential that a modifi-
cation be made, and that the 1985 farm bill presumed that a
change would be made to accommodate an assessment in lieu of a
price cut.

Mr. OBEY. Mr. Speaker, will the gentleman yield?
Mr. JEFFORDS. I yield to the gentleman from Wisconsin.
Mr. OBEY. Mr. Speaker, I thank the gentleman for yielding.
I would like to say I agree with the gentleman, and all they have

done is to screw up this time around what they fixed up 2 years
ago.
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Mr. JEFFORDS. That is exactly right. I am sorry we have to be
before this body to point out what has happened, and again ask
that somehow some way we will be able to remove these horren-
dous circumstances that are created by this bill for the dairy indus-
try. The industry itself will suffer a loss of $750 million to over $1.5
billion in income to save only $25 to $50 million for the taxpayers.
Whereas a small assessment of a few cents will fulfill the dairy
persons obligation to help balance the budget.

Mr. GUNDERSON. Mr. Speaker, will the gentleman yield?
Mr. JEFFORDS. I yield to the gentleman from Wisconsin.
Mr. GUNDERSON. Mr. Speaker, I thank the gentleman for yield-

ing.
In 1986 the Dairy Program cost $1.8 billion. This year it will cost

$900 million. We have cut the cost in half.
What we are sending as a signal and reward to the dairy farmers

for saving half the cost of their program in 1 year, we are sending
them a penalty of $1.11 price cut automatically, as I indicated, cost-
ing the average 50-cow family dairy farmer in this country $6,600
in lost income the first year.

Is that any way to run a government? I say no.
Mr. DENNY SMITH. Mr. Speaker, will the gentleman yield?
Mr. JEFFORDS. I yield to the gentleman from Oregon.
Mr. DENNY SMITH. Mr. Speaker, I thank the gentleman for yield-

ing to me.
I stand in opposition to the measure and would like to be so re-

corded.
Mr. ROSTENKOWSKI. Mr. Speaker, I yield 1 minute to the gentle-

woman from Connecticut [Mrs. Kennelly].
(Mrs. Kennelly asked and was given permission to revise and

extend her remarks.)
Mrs. KENNELLY. Mr. Speaker, I thank the gentleman for yielding

me this time.
Mr. Speaker, I rise tonight in support of this proposal. As I said,

as a Member of Congress who was very much against the Granmm-
Rudman original approach, feeling that a mechanical mechanism
was totally unnecessary, that we could stand up and vote for what
was necessary, increases in revenues and reductions in spending.
However, since we have come back to the 100th Congress, all I
have heard are excuses why we cannot in fact do this.

I hear that we voted for the budget resolution, but we really did
not mean that; we voted for $19.3 billion in increased revenues.

I hear that time warning calls for line-item vetoes, constitutional
conventions, balanced budgets, and we all know these things prob-
ably are not going to happen, so I stand here tonight supporting
this proposal reluctantly.

I notice I am not alone. There are other Members gathered
around the mikes.

Those that are voting for this proposal understand, if they tinder-
stand any economics, that for every $1 we reduce that deficit, that
spills out into the economy; and it is better for our country.

I urge the Members to support this.
Mr. DUNCAN. Mr. Speaker, I yield 3 minutes to the gentleman

from Ohio [Mr. Gradison], who has been one of the architects of
this proposal.
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(Mr. Gradison asked and was given permission to revise and
extend his remarks.)

Mr. GRADISON. Mr. Speaker, I thank the gentleman for yielding
me this time.

Mr. Speaker, I rise in support of the conference report to accom-
pany House Joint Resolution 324. This may not be the best way to
cut the deficit, but it appears to be the only way.

Beginning in February, I begun to burden my colleagues with a
series of Dear Colleagues and speeches on the need to "fix" the
original Gramm-Rudman-Hollings legislation.

The upshot of my winter offensive was that staunch supporters
of Gramm-Rudman who refused to change it ran the risk of loving
it to death. The reason was clear enough.

Soon after the Supreme Court ruled against automatic sequestra-
tion, it became apparent that the backup or fall-back mechanism
was simply not going to work. This, combined with the fact that
the starting deficit that we assumed in the balanced budget legisla-
tion was much too low, brought me to the conclusion that a "fix"
was essential if the goal of a balanced budget was to be achieved.

I argued for a two-part "fix"-first, to stick with the goal of re-
ducing the deficit by $36 billion a year but to start counting from a
more realistic deficit level; and second, to restore automatic seques-
tration in a constitutional manner.

Therefore, as a personal matter, I was pleased when the House
passed Mr. Michel s motion to instruct conferees, which called for
precisely the same thing. Specifically, the instructions this House
agreed to called upon the conferees "to * * * restore an automatic
* * * sequestration * * * in a constitutional manner and in a way
designed to achieve significant deficit reduction over several years
leading to a balanced budget."

I am even more pleased that the conference report does exactly
what these instructions called for.

I support this legislation because I believe its enactment will
result in $23 billion of real deficit reduction over the next 12
months that would not otherwise occur. I wish I could be as opti-
mistic about deficit reduction in the outyears, but in budgeting as
in baseball we have to take a year at a time.

I disagree with those who believe this new law will let the Presi-
dent off the hook with respect to deficit reduction. It is true that
without this change the President, and the President alone, would
be required to produce a budget for fiscal year 1989 with an unreal-
istic deficit of $72 billion. We all know any such budget would be
dead on arrival, and the very fact of submitting it would reduce the
chances for cooperation between Congress and the White House.
But the revision of Gramm-Rudman-Hollings now before us could
increase the chance for cooperation by setting targets which are in
the realm of the possible.

Finally, Mr. Speaker, I want to comment on the contentious
issue of budget process reform. I regret that the conference com-
mittee failed to include significant process reforms in this legisla-
tion.

But process reform needs to be placed in perspective. In frank-
ness, I believe the push for process reform can be oversold. Former
CBO Director Rudy Penner said it best: "The process is not the
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problem, the problem is the problem." And we all know that the"Problem" is the deficit. Even with significant process reform, we
know from experience that the congressional talent for gaming the
system can largely neutralize the intent of the reform.

Mr. Speaker, this is, on balance, a very good product. Without
question, it's extremely close to what many of us have been push-
ing for. I urge its adoption.

Mr. OBEY. Mr. Speaker, I yield 3 minutes to the gentleman from
Pennsylvania [Mr. alker].

Mr. WALKER. Mr. Speaker, I thank the gentleman for yielding
me this time.

I -have been a firm supporter of the Gramm-Rudman concept. I
rise tonight in opposition to this particular conference report.

In all honesty, this is a bad conference report which will result
in bad policy and will result in bad law.

I say that, because the Members, first of all, have to buy into the
idea that raising the debt of this country by $689 billion in one fell
swoop is a good idea.

I would suggest that for many of the Members, we have come to
the conclusion that is not a good idea. That is the single largest
debt commitment iJ the history of the world. It is not a good idea.

Second, I think you have to buy into the idea that the original
Gramm-Rudman targets worked correctly. Gramm-Rudman was
supposed to be a process by which we balance the budget by 1991.
In ths particular bill what we are saying is, we have abandoned
that principle altogether. There are no firm targets.

We are going to have a rolling target toward zero which means
we will forevermore have a rolling target toward zero.

The Members in this body who have sponsored a constitutional
amendment to balance the budget cannot in good conscience vote
for this particular matter, because it says there is only a rolling
target maybe to get to a balanced budget at some point at some
time. There nre no firm targets.

Second, the Members would also have to buy a new budget proc-
ess fatally flawed from the start. We already know the next series
of budget waivers that will come down the pike, supplementals,
that once we have the automatic trigger kick in, we will come back
and correct that with supplementals following on.

The process developed in this bill is fatally flawed. We also, by
adopting this conference report, are selling out a proposal for pay-
raise reform.

In the other body there was a proposal put forward that suggest-
ed that Congress would vote on their pay raises henceforth. Under
this particular conference report, and in this conference report,
what we said we were going to do was simply abandon that. That
was one of the first decisions we made, so the Members will not
find an y language in this report about that.

The fact is, we will be endorsing a conference report that aban-
dons the concept of pay-raise reform in this body. I would suggest
to the Members that we cannot make up in budget fixes what we
lack in guts; and I have come to the conclusion that we lack the
guts to do real things about the budget, and this budget fix we are
proposing here tonight is not going to do anything toward correct-
ing that particular problem.
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I think it is high time to say no. We ought to say no to this proc-
ess. We cannot go on simply raising the national debt all the time
to make up for the spending that we are doing around here. In this
proposal we raised the national debt by a figure bigger than any
figure before in the history of the world. We ought to turn it down.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 2 minutes to the gentle-
man from California [Mr. Panetta].

(Mr. Panetta asked and was given permission to revise and
extend his remarks.)

Mr. PANETTA. Mr. Speaker, I rise in support of the conference
report. I recognize that the general reaction to Gramm-Rudman is
ambivalent at best, but like a lifeboat, I think Gramm-Rudman
represents both failure as well as hope; failure because the Presi-
dent and the Congress have failed to agree on our approach to defi-
cit reduction; failure because we failed to break the political logjam
over the past 4 or 5 years over putting controls on defense, controls
on entitlements and taxes in the same package; and failure because
we have had to resort to an automatic mechanism to force what we
should do through compromise and through voting; but at the same
time it also represents the only hope we have to try to resolve the
budget issues. If we fail to adopt this approach, the consequences
are worse. We will be unable to pass a debt ceiling extension.

We cannot adopt reconciliation as proposed under the budget res-
olution. That is just a fact. We cannot pass a continuing resolution
that meets the targets in the budget resolution, and ultimately the
deficit will increase to approximately $200 billion next year.

We have tried to take the approach here adopted in the confer-
ence of trying to clear up some of the problems contained in
Gramm-Rudman. The approach with regard to the trigger is consti-
tutional. We do constrain OMB and prohibit it from changing the
order. We do maintain the equal distribution of cuts between de-
fense and domestic. We do protect the programs that impact on the
poor and we do eliminate asset salcs as a gimmick.

Now, while Members are right to be frustrated about this proc-
ess, there frankly is no choice. The alternative that faces you is to
continue to try to reach unrealistic goals in the budget, to continue
to have confrontation, to continue to play the game of chicken with
regard to passing the debt ceiling and to continue higher deficits.

This is the only chance we have now to change that course and
to try to reach for common sense solutions to the budget problems
that face us. I think it is a chance that is worth taking.

Mr. DUNCAN. Mr. Speaker, I yield 3 minutes to the gentleman
from Nebraska [Mr. Daub].

(Mr. Daub asked and was given permission to revise and extend
his remarks.)

Mr. DAUB. Mr. Speaker, everybody knows that the budget proc-
ess is broke. It has become something of a national joke. Short of
bombgrade plutonium and starting over from ground zero, about
the only thing that will fix it is the threat of a real sequester. That
is why the first bill I introduced in this Congress offered sequestra-
tion as a solution and that is exactly what this bill does. It puts the
teeth back in Gramm-Rudman that the Supreme Court defanged.

Gramm-Rudman means that the congressional spending party is
over and it is time to deal with the hangover, and what a party it
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was. In the last 6 years, the national debt ceiling has risen from a
trillion dollars, and that is with a "T", my friends, to over $2 tril-
lion. In those years Congress has outspent what it said it would
spend by an average of $28 billion annjlly.- .

Mr. Speaker, this should change dramatically with real seques-
tration. Economists are nearly unanimous that a reduced rate of
spending, a reduced rate in the growth of Federal spending, means
lower interest rates. I saw a prediction that bringing the deficit
down to 2 percent of our gross national product means a drop in
interest rates of 2 to 4 percent.

Mr. Speaker, there is not a housewife, worker, taxpayer, busi-
nessman, homeowner, or farmer, who will not benefit from these
interest rate reductions. Let us take farmers for example. A moder-
ately leveraged corn grower with 600 acres will realize over a
$6,000 gain with a 2-percent interest rate drop. For a thousand
head per year feeder cattle operator, a 2-percent decline in the in-
terest rate equals a savings to him of over $8,000.

The more trouble a farmer is in, the more he gains with interest
rate relief. If we assume the two operators I just spoke about have
a higher debt load, say a 50-percent debt to asset ratio, and that is
not uncommon for my State of Nebraska these days, interest rate
reductions mean even more money will be left in that producer or
grower's pockets. For the 600-acre corn grower, a 2 percent drop
gives him about a $15,000 savings; for that 1,000 head per year
cattle feeder, a 2-percent interest rate relief lets him pocket almost
$22,000.

Mr. Speaker, Gramm-Rudman was in the beginning a vote of this
Congress on a solid bipartisan basis and it was in response to the
American taxpayer, and it should be again tonight.

Congress spends, and Congress taxes-Presidents do not.
Gramm-Rudman is an admission of guilt on the part of this

House. I say let us admit the guilt, pass this bill and let us get on
with the job of reducing the deficit. The farmers and the rest of
America will thank us for it.

Mr. OBEY. Mr. Speaker, I yield 2 minutes to the gentleman from
Washington [Mr. Lowry].

Mr. LOWRY of Washington. Mr. Speaker, I thank the gentleman
for yielding me this time.

Mr. Speaker, I will be voting against this measure. I voted
against Gramm-Rudman from the beginning. Gramm-Rudman is a
fig leaf hiding the unwillingness of many of those that espouse it to
bite the bullet and vote for the only thing that will truly reduce
the deficit; tax increases and specific budget cuts.

Mr. Speaker, there is only one thing to do about this deficit, raise
revenues, reduce defense and reduce selected domestic programs.
Anything that does differently is simply not addressing the deficit.

I am voting no and the responsible vote is "no."
Mr. ROSTENKOWSKI. Mr. Speaker, I yield 1 minute to the gentle-

man from Ohio [Mr. Pease].
(Mr. Pease asked and was given permission to revise and extend

his remarks.)
Mr. PEASE. Mr. Speaker, in great deference to the conference

committee, I nonetheless rise to express concern and disappoint-
ment over the conference agreement, because the budget cuts it
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schedules for fiscal year 1988 and fiscal year 1989 are simply too
small. The ageement schedules cuts of $23 billion in fiscal year
1988 and perhaps as little as $15 to $20 billion in fiscal year 1989.
This is about half as much deficit reduction as we should make
during this period. If I am not mistaken, it is about half as much
deficit reduction as the House conferees originally set out to
achieve.

I fear that by shrinking from our position, from what we know to
be right for the country, we become a party to the Reagan adminis-
tration's cynical abdication of responsibility. We become a party to
the dangerous political gamble the Reagan administration contin-
ues to play wi 'h the United States and world economy.

The business cycle has not been repealed. By 1990, when the real
deficit reduction under the conference agreement will kick in, we
may well be in a recession. At that time, revenues will fall and en-
titlement outlays will rise, dashing any real hope of getting a
handle on the deficit and the ballooning national debt. We will
have missed the boat.

At that time, the Federal Government will be without a single
viable policy tool to fight the recession. We will not be able to in-
crease the fiscal deficit; it will already be at a prohibitively high
level. The Federal Reserve will not be able to cut interest rates, be-
cause the dollar would plummet as foreign investors left the coun-
try out of fear of inflation. With all responsible options foreclosed,
we will face the prospect of either inflating our way out of the re-
cession or sitting by helplessly as it takes its course.

Mr. Speaker, there is evidence that we are already in the early
stages of this frightening process. As my colleagues are aware, in-
terest rates have risen dramatically in recent months. The bond
market is slumping. The dollar is under growing pressure. And we
are having little success in convincing our trading partners, Japan
and Germany, to stimulate their economies. Why? In each case be-
cause no one believes that the United States is putting its fiscal
house in order.

Mr. Speaker, I am afraid that this conference agreement will
only confirm the worst suspicions of the financial markets and our
trading partners. As a result, our trade deficit is likely to remain
stuck at record-breaking levels and the arrival of the next reces-
6ion is likely to be hastened.

Finally, Mr. Speaker, there is the question of political account-
ability. One of the reasons I voted for Gramm-Rudman in the first
place was that it offered the only opportunity of forcing the Presi-
dent to confront the mistake he made in characterizing his supply-
side tax cuts as self-financing.

The President gambled. He lost. His economic program did not
perform as advertised. Now he owes the American people his full
cooperation, if not leadership, in correcting this mistake. He is pro-
viding neither and I regret that the conference agreement is going
to let him off the hook once and for all.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 1 minute to the gentle-
man from Michigan [Mr. Levin].

(Mr. Levin of Michigan asked and was given permission to revise
and extend his remarks.)



489

Mr. LEVIN of Michigan. Mr. Speaker, it has been said here that
this is far from the full answer. That is true, but the answer is not
imaginary. The danger is that the response would be too powerful
a sequestration.

It has been said also that some who crafted this approach helped
create the mess in the first -place. How true, but is the answer to
let the mess get worse?

- It has been said that the main problem is the President will not
act. He has been playing dodgeball. How true, but is the answer to
let the country suffer because of the President's default?

It has been said that there will not be less defense expenditures
or more taxes because of this resolution. That is not true. There
will be less defense and there will be more taxes because of this
process.

No, the answer is to put as much heat on the President as possi-
ble. This is not so much a compromise as it is the only proposition
on the table. The worst action on the deficit would be total inac-
tion.

Mr. Speaker, I urge support for the resolution.
Mr. DUNCAN. Mr. Speaker, I am pleased to yield 21/2 minutes to

the gentleman from Texas [Mr. Barton].
(Mr. Barton of Texas asked and was given permission to revise

and extend his remarks.)
Mr. BARTON of Texas. Mr. Speaker, I rise in support of the con-

ference report accompanying House Joint Resolution 324. In
coming to this conclusion, Iasked myself several questions. First, is
this a real bill or is it just another budget gimmick?

Well, it has $23 billion in real cuts this year. Next year's target
lowers it another $36 billion, or down to $144 billion, whichever is
less, and in the 3 years after that, we go to $100 billion, $64 billion,
$28 billion and finally in 1993 to zero. I would say those are real
targets.

We also eliminate the asset sale gimmick, so I would answer the
first question by saying this is a real bill.

Second, does it have teeth? What happens if we do not meet
these targets?

Well, we do have another sequestration mechanism that is con-
stitutional. OMB will be the implementor of that mechanism.

We have to use realistic economic and technical assumptions and
the other body and this House and the President have to use the
same set of economic assumptions; so I would say this bill does
have teeth and we will have to implement it if we do not do it in
the normal practice.

Does it have some flexibility and compassion? I think the answer
to that is "yes." The President does have flexibility in meeting the
defense cut if it comes to that.

At the same time, we maintain the social safety net programs
that we exempted under the original Gramm-Rudman mechanism,
like Social Security and food stamps and veterans' programs.

The House and the Senate also have the ability to modify the se-
questration order, if the majority leader in this body and the ma-
jority leader in the other body has an alternate proposal and they
introduce it within 10 days after the President presents his seques-
tration order.
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Finally, is there an alternative? If we are against this, what are
we going to do? The answer to that is there is no alternative. With-
out this we go to $185 billion deficits next year and then $200 bil-
lion deficits the year after that.

So in summary, we have a real bill with teeth, with some flexi-
bility. We do not have an alternative.

To quote my 5-year-old daughter, Krstin Barton, when we start-
ed on vacation this year, she said, "Are we there yet, Daddy?"

Well, we are not there yet, Daddy, on deficit reduction, but we
are on the road, and I urge support for the conference report.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 1 minute to the gentle-
man from Texas [Mr. Andrews]. --

Mr. ANDREWS. Mr. Speaker, Otto Von Bismarck said, "Politics is
the art of the possible." That truly is where we are tonight on this
vote. This is the best that could be done. It makes sense. It is im-
perative that we get about the significant business of deficit reduc-
tion.

Mr. Speaker, we are really on very, very thin ice. Since 1981 the
Federal budget deficit has grown from $59 billion to over $180 bil-
lion. The national debt has grown from $1 trillion to $2.5 trillion
during this administration.

There really is blame to go around for everyone; but make no
doubt about it, history will not be kind to this Congress nor this
administration if we do not reach the hard boards of compromise to
put us on significant deficit reduction.

Tonight is really the easy part. The hard part lies ahead. The de-
cisions we make in the next few weeks will affect our deficit in the
next few years.

Mr. OBEY. Mr. Speaker, I yield 4 minutes to the gentleman from
Texas [Mr. Brooks].

Mr. BROOKS. Mr. Speaker, I rise in opposition to this conference
agreement because of the provisions it contains which deal with
the Gramm-Rudman-Hollings law.

Since the Gramm-Rudman-Hollings law was first proposed 2
years ago, I have been adamantly opposed to it. To begin with, it is
simply bad policy. Putting the Federal Government on automatic
pilot is an awful way to conduct the business of this Nation. To
remove thinking and choosing from the process of governance is to
set the stage for disaster. In lowering its deficit cutting ax, the
Gramm-Rudman-Hollings law except in a few cases does not distin-
guish between programs that are absolutely essential to the surviv-
al of this Nation and those that are not. it blindly cuts them all.

I firmly believe that the Gramm-Rudman-Hollings law is still un-
constitutional, because of its overly broad delegation of authority to
the executive branch. The Constitution very clearly specifies that
the power to control Federal pursestrings belongs to Congress.
While Congress can delegate limited duties to the President, it
cannot abdicate one of its core constitutional duties.

Quite simply, one of the fundamental reasons for which Congress
exists is to make the tough budgetary decisions facing this Nation,
and then take the responsibility for the consequences of those deci-
sions. It is contrary to the Constitution to allow Congress to avoid
making budgetary decisions by delegating these responsibilities to
the President.
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I urge you to reject this conference agreement and join with me
to restore our Government to its proper form.

Mr. DUNCAN. Mr. Speaker, I yield 2 minutes to the gentleman
from Florida [Mr. Mack], who has certainly played a major role.

(Mr. Mack asked and was given permission to revise and extend
his remarks.)

Mr. MACK. Mr. Speaker, first a comment about automatic pilot. I
would remind the Members of the Congress that we only go on
automatic pilot if in fact we have failed to carry out our responsi-
bilities under this act. What we are saying is that the Congress
should establish targets and then we should establish spending
bills necessary to reach those targets. It is only if the targets are
not met that there is a sequestration that takes place.

There is even a step in there for further protection. It says we
can come back with an alternative. So the Congress has plenty of
opportunity to do what it is required to do.

So I would say to the comment by the previous speaker, it is not
quite accurate. We are not putting the Congress or the country on
automatic pilot. It is only if we fail that we are going to change the
nuance in this Congress away from spending increases to spending
reductions.

Mr. Speaker, the second point I would make is again to go back
to 1985 when the Congress said it was important, No. 1, to estab-
lish targets for borrowing over a period of time; and No. 2, that
there should be an accounting mechanism to see whether the plans
we have put together in fact will meet those targets; and No. 3, an
enforcement mechanism if we failed to carry out and meet the tar-
gets.

What we are addressing here is a fix on the automatic trigger, a
fix that says that if we fail that there is something to enforce it.

I would say to those of my colleagues who voted for Gramm-
Rudman originally, and those of my colleagues who voted for the
motion to instruct which said there should be a fix to the triggers
and there should be specific targets to reduce the deficit over a
period of years, this is exactly what the conference has brought
back and I do not think that my colleagues can use the feeling
that, well, the reductions were not great enough, or that the time
was too long. I do not think that my colleagues can use that as an
excuse to vote against the conference report.

I encourage my colleagues on both sides of the aisle, specifically
those who have supported it in the past and those who voted for
the motion to instruct, to support this particular conference report.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 2 minutes to the gentle-
man from Florida [Mr. MacKay].

(Mr. MacKay asked and was given permission to revise and
extend his remarks.)

Mr. MACKAY. Mr. Speaker, I would like to relate back to a com-
ment that the gentleman from Illinois [Mr. Michel] made earlier:
this really is the end of the beginning, and both parties really did
come a ways toward each other, and we came forward with what I
think is the best product we can come with at this point. The be-
ginning was this 2-year bipartisan effort that we have had to try to
make the appropriations bills stay within the budget, so the budget
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has some meaning. The end of the beginning is reinstating an auto-
matic trigger in Gramm-Rudman.

The question we have now is what comes after the beginning?
I am very disappointed that we were not able to deal with budget

reform, with process reform. I thought there were some important
ideas that were part of the Republican Party agenda going into this
conference, and I would like to say as this part of the bipartisan
effort, that is what comes next. That is what comes after the end of
the beginning.

Maybe we cannot do that in the partisan context that we now
find ourselves with the Presidential campaign starting. My hope is
that if we cannot do that, maybe we could find a less partisan, a
less charged way that we could look at these issues which really
are the underlying issues and the question of a disciplined fiscal
policy. Maybe we could have a bipartisan commission of some type.
Maybe we could have a Volcker Commission like the Greenspan
Commission that helped pull us out of the Social Security problem.
Maybe we could do that and it could report back to us after the
Presidential election. I am very pleased that we have come this far.
This is the end of the beginning. What we have got to do now is
look forward. The parties have started coming toward each other,
perhaps we can go further.

Mr. Speaker, I urge adoption of this report.
Mr. DUNCAN. Mr. Speaker, I yield 2 minutes to the gentleman

from Illinois [Mr. Fawell].
(Mr. Fawell asked and was given permission to revise and extend

his remarks.)
Mr. FAWELL. Mr. Speaker, I suppose that I am maybe the only

one in the Chamber who is not really sure how he is going to vote
on this conference report.

I rise with a great deal of ambivalence. I am a supporter of the
Gramm-Rudman law. I certainly I like the automatic sequester.
Yet, I notice there are no target deficits for the first 2 years in
fiscal year 1988 or in fiscal year 1989.

I also like the idea of the asset sales not being counted in deter-
mining deficit cuts.

And I certainly do recognize that there is an obligation to extend
the debt, but, as I look at this, the big thing that bothers me is that
nothing is being done in regard to cutting deficits. As you look at
the figures, the 1988 deficit is going to be much bigger than 1987.
The Congressional Budget Office estimates the 1988 deficit at $183billion. We deduct the $23 billion limited deficit reductions author-
ized by the conference report and we have a 1988 minimum deficit
of $160 billion. But we must add $108 billion to be borrowed from
trust fund surpluses. Everyone seems to ignore this borrowing. It is
ignoring things like this that bothers me a great deal. In fact, the
borrowing of trust fund surpluses will continue to be a big problem
during fiscal year 1988-1993 and we are not doing anythng about
it. In 1989 the trust fund borrowing will be $115 billion; in 1990
$133 billion; in 1991 $148 billion; in 1992 $159 billion; in 1993, prob-
ably $175 billion.

So, we shall have $175 billion of publicly incurred debt caused by
the borrowing of trust funds, even if we eliminate what is called
the deficit by 1993. I do not believe for a minute as we look at the
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CBO estimate for 1988 of $183 billion that that is the end of it.
There is more spending to come in 1988. So my problem is whether
or not we do have the will to make the real hard choices required
to reduce the deficit. We certainly are not doing that by producing
a $183 billion deficit in 1988 while also borrowing $108 billion more
from trust funds. That adds up to $291 billion of added debt during
1988. It appears to me that Congress is just putting off as it has
been putting off ever since we thought of Gramm-Rudman. That is
what bothers me about this conference report. We've simply given
up having any meaningful deficit reduction in the 100th Congress.
In the 99th Congress, the total private and public incurred debt ex-
ceeded one-half trillion dollars! It appears to me the 100th Congress
will repeat that unenviable performance.

Mr. DUNCAN. Mr. Speaker, I yield 2 minutes to the gentleman
from South Carolina [Mr. Ravenel].

(Mr. Ravenel asked and was given permission to revise and
extend his remarks.)

Mr. RAVENEL. Mr. Speaker, the statutory fixes are not going to
save our country from financial ruin. Only a constitutional amend-
ment requiring a balanced budget can do that.

Consider the financial disaster that is our Federal Government; a
deficit approaching $2.5 trillion; interest on that debt of $12 billion
a month, a sum that would run my State of South Carolina for 4
years; a proportional debt of $10,000 being inflicted on each Ameri-
can at the moment of birth; a catastrophic situation where half as
much of our annual budget is being spent on interest alone as on
our Nation's defense; a condition where every month our Govern-
ment has to borrow approximately $819.50 to cover each Congress-
man's paycheck. It is shameful, deplorable, and embarrassing to
me as an American and I will not vote to permit our national
indebtedness to rise to an astronomical $2.8 trillion.

Mr. DUNCAN. Mr. Speaker, I yield such time as he may consume
to the gentleman from New York [Mr. Martin].

(Mr. Martin of New York asked and was given permission to
revise and extend his remarks.)

Mr. MARTIN of New York. Mr. Speaker, I rise in opposition to the
conference report.

Mr. DUNCAN. Mr. Speaker, I yield 1 minute to the gentleman
from California [Mr. Lagomarsino].

(Mr. Lagomarsino asked and was given permission to revise and
extend his remarks.

Mr. LAGOMARSINO. Mr. Speaker, I rise in support of the confer-
ence report on H.J. Res. 324, the debt extension bill. This bill while
extending the debt limit through May 1989 would also amend
Gramm-Rudman-Hollings. The goal of these amendments is the
continued and systematic reduction of our Federal deficit. The
principle amendments include the reinstatement of the automatic

rigger" and the adjustment of the deficit reduction targets con-
tained in the act. It does fall short in making budget reform
changes and I regret this.

Mr. Speaker, the reinstatement of the automatic trigger should
provide needed discipline to the deficit reduction target. No longer
will many of my colleagues be able to talk deficit reductions but
vote deficit increases without paying the price. I regret that Con-
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gress is having to pass this legislation. However, there are many in
the House who are simply "a!l talk and no action" when it comes
to dealing with the deficit. They have opposed the balanced budget
amendment, the line-item veto, cost-cutting recommendations of
the Grace Commission, amendments to appropriation bills to cut
spending and other measures intended to reduce deficits. Finally, a
nonpartisan watchdog of the Treasury study for the first session of
the 99th Congress showed that of the 136 Representatives who
were honored for showing fiscal responsibility, 126 were Republi-
cans, including myself, and only 10 were Democrats.

Mr. Speaker, I urge my colleagues to support House Joint Reso-
lution 324.

Mr. MONTGOMERY. Mr. Speaker, I rise in support of this measure
and would like to briefly review the impact of Gramm-Rudman-
Hollings on veterans programs as it has been revised by this meas-
ure.

As my colleagues may recall, when the balanced budget and
emergency deficit control act of 1985-Public Law 99-177-was
originally passed by the Senate, it contained no protection for vet-
erans programs. The measure was quickly amended in the House
to protect the major veterans' programs. Compensation and pen-
sion COLA's and most of the medical care account were exempt
from sequestration or protected from major cuts.

Following enactment of Public Law 99-177, we subsequently wit-
nessed major problems with the effects of sequestration on a few
other VA programs and it became necessary to expand the exemp-
tions contained in the original measure.

Section 601 of Public Law 99-576 added a new section to title 38
of the United States Code which provided a total exemption from
sequestration for the following veterans' programs:

First, specially adapted housing for seriously disabled veterans;
Second, burial benefits for veterans who die of a service-connect-

ed disability;
Third, automobiles allowances and specially adapted equipment

for severely disabled veterans;
Fourth, vocational rehabilitation benefits for veterans with serv-

ice-connected disabilities;
Fifth, educational benefits payable to dependents of veterans who

are totally disabled due to a service-connected cause and to survi-
vors of veterans who die of service-connected causes;

Sixth, VA life insurance accounts which are almost exclusively
self-supporting; and

Seventh, certain other self-supporting accounts.
Mr. Speaker, it is my understanding that there is nothing in this

measure which we are now debating which affects the exemptions
for the programs which I have just referred to. I understand that
the text of the 1985 act is being revised to include the programs
which were exempted by the bill reported by our committee last
year. However, this is being done as a technical measure so that
programs which are exempt are all listed in the text of Gramm-
Rudman. This is merely a technical correction and has no effect
whatsoever on the action which we took last year. The effect of this
is that the exemptions are listed in two places; there is no implied
repeal of section 113 of title 38 United States Code.
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Mr. Speaker, I do not like the idea of an automatic sequestration.
I would prefer that Congress make the decisions on what programs,
if any, need to be cut and how to raise the necessary revenue so
that the budget can be brought into balance. However, it appears
that in order to obtain the cooperation of all parts of the Congress,
as well as the administration, some sort of threat of automatic cuts
is necessary.

I do not claim to have a mastery of all the things that are con-
tained in this package, but with the assurance of the conferees that
it will not in any way affect veterans programs unless sequestra-
tion becomes necessary, I must reluctantly support the compro-
mise. I hasten to add that if the credit reform proposals which
were contained in title III of the Senate amendment had not been
dropped in conference, I would be speaking against this measure.
As the matter now stands, the House conferees should be com-
mended for their insistence that the Senate recede from this hasti-
ly conceived and dangerous proposal.

In-a letter to all of the House conferees, a copy of which I am
attaching to my remarks, Mr. Solomon, the ranking minority
member of the committee, and I expressed our views on this pro-
posal. I will not read the entire letter, but I want to emphasize to
my distinguished colleagues in the Senate who proposed this meas-
ure in the first instance that, for many veterans, the home loan
program is the only Government benefit they will ever receive. It
ought not to be terminated by some bookkeeping change which
doesn't even specifically address the program and those that it
serves.

This proposal has been deleted because veterans deserve more
consideration than was given to them by the Senate proposal. I
want to thank my good friend, Mr. Solomon, and the chairwoman
of our Subcommittee on Housing, for joining with me in our efforts
to defeat this proposal. COMMITTEE ON VETERANS' AFFAIRS,

Washington, DC, August 4, 1987.
Hon. WILLIAM H. GRAY lII,
Chairman, Committee on the Budget, House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: We are writing to advise you of our serious objections to the
credit reform title which was added to the Debt Ceiling bill (H.J. Res. 324) by the
Senate on Friday. If the credit reform proposal is-included in its present form in
any conference agreement on this measure, we plan to oppose the conference agree-
ment and will urge other Members to do so as well.

The VA's home loan programs originated in 1944, and every person who served in
our Nation's armed forces since then and who was discharged from service under
conditions other than dishonorable is entitled to a VA home loan. Over the years,
the VA direct loan program has been virtually eliminated, and the Congress has
imposed a one percent 'user fee" on veterans who use the program to help defray
some of the costs of this program. Nonetheless, this very progressive and popular
program continues to serve millions of veterans over the years. For many veterans
it is the only benefit they will ever receive from the Government. It must be contin-
ued.

We have no way of knowing whether the "reform" proposal by the other body will
fundamentally alter the relationship between the Federal Government and those
who answered the country's call in time of need. However, we do know that mem-
bers of our Committee have had no chance to consider this proposal, and that some-
thing which has the potential to seriously alter this entitlement program deserves
careful scrutiny by our Committee and the other committees that will be affected by
it.

We do not take the position that the credit reform proposal is without merit; how-
ever, we believe we should have ample opportunity to hold hearings and hear from
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Administration witnesses and others who may be affected by it before voting on a
measure that is so comprehensive. We respectfully request that the House conferees
insist that the credit reform title be deleted from any conference agreement report-
ed to the House.Sincerely, G.V. (SONNY) MONTGOMERY.

Chairman.
GERALD B.H. SOLOMON,

Ranking Minority Member.

Mr. BRENNAN. Mr. Speaker, I rise in opposition to House Joint
Resolution 324, the conference agreement on the debt limit in-
crease, which also restores the Gramm-Rudman-Hollings automatic
spending cut process. I am strongly opposed to permitting govern-
ment spending decisions to be made on some sort of automatic pilot
decisionmaking plan.

While I was not a Member of this body in 1985 when Gramm-
Rudman-Hollings was first adopted, I oppose abdicating congres-
sional power to control our Nation's purse strings. The very nature
of adopting this type of legislation is an admission that Congress
cannot, or will not, make the difficult and necessary spending deci-
sions to restore fiscal responsibility to our Nation's budget. Our
constituents, roughly 500,000 who elected us to make the tough de-
cisions are being told through the passage of this legislation that
we are allowing unelected bureaucrats to make those important de-
cisions. I cannot allow our fundamental responsibility to formulate
our Nation's budgetary priorities to be turned over to the unelected
bureaucrats of the Office of Management and Budget.

The debate in 1985 on Gramm-Rudman-Hollings led us to believe
that fiscal responsibility was in hand and that deficit reduction
would occur in a fair and evenhanded approach. The reality of the
situation has shown us that the legislation was not only unconsti-
tutional, but certainly not evenhanded. When over $100 billion in
cuts will be forced from roughly $350 billion of discretionary spend-
ingl in the budget through the mandatory sequestration process, we
will see the dismantling of the very programs our constituents
expect us to maintain-drug enforcement, medical research, air
safety, mass transit, education, environmental protection, housing,
and a whole host of other vitally important programs to all of us.

Yes, deficit reduction must occur if we are to remain a viable
world power. However, the key to economic responsibility is not
passing the responsibility for tough spending decisions to bureau-
crats. Our constituents did not elect us for that purpose, nor should
they allow us that option.

I urge my colleagues to join me in voting down this abdication of
our constitutional responsibility, House Joint Resolution 324.

Mr. HUGHES. Mr. Speaker, I rise in opposition to the conference
report, which attempts to resurrect the Gramm-Rudman automatic
spending cut process.

Gramm-Rudman was ill-advised when we first passed it, and it is
ill-advised today.

First, it represents an abdication of our responsibilities, as Mem-
bers of Congress, to make qualitative judgments as to how to
achieve deficit reduction, including where spending should be cut,
where projects should be canceled or postponed, or where we
should be rebuilding the revenue base.
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Second, the mindless way in which cuts would be achieved is
almost the same under the conference report as it is under the
original Gramm-Rudman program which was declared unconstitu-
tional by the Supreme Court. The only substantive difference is
that the meat-ax will be wielded by bureaucrats at the Office of
Management and Budget, instead of at the General Accounting
Office. This is little more than a cosmetic change.

Third, the measure before us once again postpones the day of
reckoning for balancing the budget. The last Gramm-Rudman time-
table required a balanced budget by 1991. The measure now before
us delays a balanced budget until 1993, and raises the interim defi-
cit targets. As such, it gives the congressional seal of approval to
an additional $250 billion in deficit spending over the next 6 fiscal
years. So, rather than being a deficit reduction measure, we actual-
yhave before us a deficit increasing measure.

Mr. Speaker, there is nothing in the congressional budget process
that prevents us from reducing or eliminating the deficit. The proc-
ess is not the problem, and amending the process is not going to
eliminate the problem.

The problem is a substantive one. It is the result of a failure of
the administration and of the Congress to successfully compromise
their differences, and make good faith efforts to meet each other
halfway on some of these very troubling issues of tax levels, spend-
ing levels, entitlements, and a host of others. Blindfolding ourselves
and sending the budget off into a bureaucratic sawmill is not going
to solve the problem.

I urge my colleagues to vote against this measure which, in
effect, gives us the worst of both worlds-we turn our responsibil-
ities over to unelected bureaucrats, while raising the national debt
by a quarter of a billion dollars.

Mr. BEILENSON. Mr. Speaker, the original Gramm-Rudman-Hol-
lings law was reckless and irresponsible; the legislation to "fix" it
that we are considering today is even worse. It reestablishes what
we all know is an unrealistic and unworkable approach toward re-
ducing the deficit, it gives far too much authority to the executive
branch to make spending decisions, and it adds a great deal of un-
necessary complexity to our budget process.

No one thinks that Federal spending should be reduced through
the scheme of automatic cuts provided for by this legislation. The
only reason for supporting this bill is to try to force the President
to negotiate on a deficit-reduction plan. However, there are many
ways he can escape the trap that this bill attempts to set, and we
can be sure that he will find at least one, leaving us nowhere on
deficit reduction.

But worse than the fact that this scheme won't work is that the
whole effort puts Congress to shame. We spent the first 6 months
of the year struggling to get an agreement among ourselves to
reduce the deficit by $37 billion, which we finally succeeded in
doing when we adopted the concurrent budget resolution for fiscal
year 1988 in June. Now, instead- of at least trying to comply with
our budget resolution, we are considering legislation that will effec-
tively cancel that commitment by changing our fiscal year 1988
deficit-reduction goal to $23 billion.
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Fiscal year 1988 starts in less than 2 weeks, and Congress has
not yet completed one measure to carry out our deficit-reduction
goals for the new fiscal year. Fiscal year 1988 appropriations bills
are moving very slowly; reconciliation legislation, not at all. The
President's staunch opposition to tax increases has created a diffi-
cult political situation for us, but that does not excuse us from
taking action that we all know-and that virtually every economist
and impartial observer knows-is necessary to lower the deficit. If
we are serious about dealing with this critical problem, then we
are going to have to act without the President's cooperation.

Actually, some of us thought that by adopting the fiscal year
1988 budget resolution, with its call for $19 billion in additional
revenues, Congress was in fact making a decision to move ahead
without the President's acquiescence. Passage of this Gramm-
Rudman-Hollings "fix" will signal that we have lost our courage to
face up to the deficit problem responsibly; it will mark our failure
to carry through on our budgetary commitments.

Mr. Speaker, I urge my colleagues to oppose House Joint Resolu-
tion 324. Instead of adopting this conference report, let's pass a
clean debt limit extension and get to work on the reconciliation
legislation that was directed by the fiscal year 1988 budget resolu-
tion.

Mr. DUNCAN. Mr. Speaker, I have no further requests for time,
and I reserve the balance of my time.

Mr. OBEY. Mr. Speaker, I yield myself 2 minutes.
Mr. Speaker, I want deficit reduction, but I do not want Congress

to pass promises that it cannot keep. Twice before we passed gim-
micks to balance the budget. They did not work because they were
not real. This is not real either. Gramm-Rudman in the past has
written its deficit reduction in disappearing ink and this will prove
to be no different.

The only way we are going to get real deficit reduction is if the
President calls down the leaders of both parties to the White
House, puts them in a room and says, "Work out a 2-year deal we
can all live with."

That is the only way we are going to get something real done
and the sooner\it happens the better it is for our country and for
our economy. All Gramm-Rudman does is to have us singing a vari-
ation of the old theme that General Electric used to sell as its
slogan, and that would simply be, "Progress is our most important
product."

Mr. Speaker, we ought to be able to do better than that.
Mr. DUNCAN. Mr. Speaker, I yield 2 minutes to the gentlewoman

from Kansas [Mrs. Meyers].
(Mrs. Meyers of Kansas asked and was given permission to revise

and extend her remarks.)
Mrs. MEYERS of Kansas. Mr. Speaker, from 1975 to 1982, the Fed-

eral budget increased by 11 percent every single year and then the
budget started down but not by very much and not consistently.
But in the last 2 years since Gramm-Rudman, our Federal budget
increases have been 4.6 percent in 1986 and 2 percent in 1987,
which shows that Gramm-Rudman is working.

I do not think Congress should be reluctant to admit that we-
need a mechanism to enforce a kind of discipline of ourselves.
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Virtually all States have very similar mechanisms and they
work well, not through draconian cuts but because the State legis-
latures accept the fact that they have to have a kind of discipline,
a target and some kind of automatic cut which forces them to ob-
serve that target.

This conference report calls for a retargeting and allows 2 more
years to reach zero deficit, 1993 instead of 1991. This is much more
realistic.

The deficit is the major factor in high interest and high inflation
rates and if we are to improve our trade deficit we must control
our budget deficit. This may not be the perfect way to control
spending, but it is a way that seems to be working and I would
urge my colleagues to vote for it.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield 1 minute to the majority
leader, the gentleman from Washington [Mr. Foley].

Mr. FOLEY. Mr. Speaker, we have come to the end of a long day.
This bill represents the culmination of many weeks of effort by the
conference committee, and I believe its enactment is in the best in-
terests of the Congress and the country. The directions given by
the House in the Michel motion to instruct the conferees has been
fulfilled. The overwhelming majority of the House voted for that
motion to instruct. Those instructions have been followed and the
conference report carries out the wishes of the House.

We extend the debt ceiling, which is absolutely necessary for the
Federal Government to meet its fiscal obligations and to prevent a
default which would be of horrendous consequence to the Nation
and to the economy. We establish in the Gramm-Rudman portion
of this bill a reinvigoration of that process and set deficit reduction
targets that reach a balanced budget at the end of the period pro-
vided for in the conference report.

Mr. Speaker, I urge all Members to support this legislation.
Mr. Speaker, I want to commend the members of the conference

committee on both sides, and I especially want to commend the dis-
tinguished chairman of the Committee on Ways and Means who
has again demonstrated his leadership and legislative ability. This
conference report reflects his outstanding credentials and is a
direct result of his approach to these problems. The House is in his
debt.

Mr. DUNCAN. Mr. Speaker, I have no further requests for time,
and I yield back the balance of my time.

Mr. OBEY. Mr. Speaker, I have no further requests for time, and I
yield back the balance of my time.

Mr. ROSTENKOWSKI. Mr. Speaker, I yield such time as he may
consume to the gentleman from California [Mr. Fazio].

(Mr. Fazio asked and was given permission to revise and extend
his remarks.)

Mr. FAZIO. Mr. Speaker, I rise in opposition to the conference
report.

Mr. Speaker, although I served as a member of the conference
committee reporting this bill, I unfortunately find that the prob-
lems with this legislation are compelling enough that I must
oppose this bill. Politics is the art of the possible and this is a
proper compromise but the basic law is fundamentally flawed
beyond repair.
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Although I am deeply concerned with the negative effects that
the budget deficits have on our economy and our ability to provide
for the needs of this Nation, I continue to find fundamental prob-
lems with the Gramm-Rudman concept and the "fix" embodied in
this legislation.

The Gramm-Rudman fix which we have before us amounts to an
abdication of the congressional responsibility to set spending levels.
I find it especially disturbing that that power will not ultimately
lie with elected officials accountable to their constituencies, but to
the Office of Management and Budget. As we on the Budget and
Appropriations Committees have seen quite clearly over the past 6
years, OMB is a partisan participant in the budget process. It is not
only highly political, but its economic forecasts and estimates of
projected deficits have been abysmal. Quite simply I find the pros-
pect of OMB making the final cuts unacceptable and assert that we
cannot accept these procedures as a substitute for leadership both
in the Congress and by the President.

The restoration of the automatic trigger in this bill will not force
the President to agree to meaningful deficit reduction. He has al-
ready expressed his unwillingness to agree to additional revenues
which I believe are a central component of significant deficit reduc-
tion. Should we have to rely on sequestration, it will force cuts in
too many programs which quite simply cannot sustain additional
cuts of the magnitude which would be imposed by the failure to re-
sponsibly set legislative priorities.

While I will for the first time vote against the extension of the
debt, I cannot cast an even more irresponsible vote to extend the
fig leaf covering our national nakedness that is Gramm-Rudman-
Hollings-Mack Act.

General Leave

Mr. ROSTENKOWSKI. Mr. Speaker, I ask unanimous consent that
all Members may have 5 legislative days in which to revise and
extend their remarks on the conference report under consideration.

The SPEAKER pro tempore (Mr. Gray of Illinois). Is there objec-
tion to the request of the gentleman from Illinois?

There was no objection.
Mr. ROSTENKOWSKI. Mr. Speaker, I have no further requests for

time. J yield back the balance of my time, and I move the previous
question on the conference report.

The previous question was ordered.
The -SPEAKER pro tempore. The question is on the conference

report.
The question was taken; and the Speaker pro tempore announced

that the ayes appeared to have it.
Mr. OBEY. Mr. Speaker, on that I demand the yeas and nays.
The yeas and nays were ordered.
The vote was taken by electronic device and there were-yeas

230, nays 176, not voting 28, as follows:
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Akaka
Alexander
Andrews
Annunzio
Archer
Armey
Aspin
At kins
AuCoin
Badham
Baker
Barnard
Bartlett
Barton
Bereuter
Bilbray
Bliley
Bosco
Boucher
Boulter
Broomfield
Brown (CO)
Bruce
Bustamante
Callahan
Campbell
Carper
Chandlern
Chappell
Cheney
Clarke
Clay
Clinger
Coble
Coelho
Coleman (MO)
Combest
Cooper
Coughlin
Courter
Coyne
Darden
Daub
Davis (MI)
DeLay
Derrick
Dicks
DioGuardi
Donnelly
Dowdy
Duncan
Durbin
Dwyer
Dymally
Eckart
Edwards (OK)
Emerson
Erdreich
Espy
FascellFeighan
Fields
Fish

[Roll No. 330]

YEAS-230

Flake
Flippo
Foley
Frenzel
Gallo
Gaydos
Gejdenson
Ge kas
Gibbons
Gingrich
Glickman
Goodling
Gordon
Gradison
Grant
Gray (IL)
Gray (PA)
Green
Gregg
Hal l(OH)
Hamilton
Hammerschmidt
Harris
Hatcher
Hawkins
Hayes (LA)
HPfner
Henry
Hiler
Holloway
Hopkins
Horton
Houghton
Howard
Huckaby
Hutto
Ireland
Jenkins
Johnson (CT)
Johnson (SD)
Jones (NC)
Jones (TN)
Kaptur
Kasich
Kennelly
Kleczka
Kolbe
Konnyu
Kostmayer
Kyl
Lagomarsino
Lancaster
Lantos
Leath (TX)
Lehman (FL)
Lent
Levin (MI)
Lewis (CA)
Lipinski
Lloyd
Lott
Lowery (CA)
Luken, Thomas

Lungren
Mack
MacKay
Madigan
Manton
Markey
Martin- (IL)
Matsui
Mavroules
Mazzoli
McCloskey
McCollum
McGrath
McMillan (NC)
McMillen (MD)
Meyers
Mica
Michel
Miller (OH)
Miller (WA)
Molinari
Montgomery
Morrison (WA)
Murtha
Nichols
Nowak
Olin
Ortiz
Owens (UT)
Oxley
Panetta
Pashayan
Patterson
Pease
Penny
Pickle
Porter
Price (IL)
Price (NC)
Pursell
Quillen
Ray
Regula
Rhodes
Richardson
Ridge
Roberts
Roe
Rogers
Rose
Rostenkowski
Roukema
Rowland (CT)
Rowland (GA)
Saiki
Sawyer
Saxton
Schaefer
Schneider
Schuette
Schulze
Sharp
Shaw
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Sikorski
Sisisky
Skaggs
Skelton
Slattery
Slaughter (NY)
Slaughter (VA)
Smith (FL)
Smith (NE)
Smith (NJ)
Smith (TX)
Smith, Robert (NH)
Snowe
Spratt

Ackerman
AndersonApplegate

Banlenger
Bateman
Bates
Beilenson
Bennett
Bentley
Berman
Bevill -"
Bilirakis
Boehlert
Boggs
Boland
Bonior (MI)
Borski
Brennan
Brooks
Bryant
Buechner
Bunning
Burton
Byron
Cardin
Carr
Chapman
Coats
Coleman (TX)
Conte
Crane
Dannemeyer
Davis (IL)
DeFazio
Dellums
DeWine
Dickinson
Dingell
Dixon
Dorgan (ND)
Downey
Dreier
Dyson
Early
Edwards (CA)
English
Evans
Fawell
Fazio
Florio

St GermainStallings

Stenholm
Stokes
Stratton
Stump
Sundquist
Sweeney
Swift
Swindall
Tauke
Taylor
Thomas (CA)
Thomas (GA)

NAYS-176

Foglietta
Ford (MI)
Frank
Frost
Gallegly
Garcia
Gilman
Gonzalez
Grandy
Guarini
Gunderson
Hall (TX)
Hansen
Hastert
Hayes (IL)
Hefley
Herger
Hertel
Hochbrueckner
Hoyer
Hubbard
Hughes
Hunter
Hyde
Inhofe
Jacobs
Jeffords
Jontz
Kanjorski
Kastenmeier
Kennedy
Kildee
Kolter
LaFalce
Leach (IA)
Lehman (CA)
Leland
Levine (CA)
Lewis (FL)
Lewis (GA)
Lightfoot
Lowry (WA)
Lujan
Lu kens, Donald
Marlenee
Martin (NY)
McCandless
McDade
McEwen
McHugh

Traxler
Upton
Valentine
Vander Jagt
Volkmer
Walgren
Whittaker
Whitten
Wise
Wolpe
Wortley
Wyden
Wylie

Mfume
Miller (CA)
Mineta
Moakley
Mollohan
Moody
Moorhead
Morella
Mrazek
Murphy
Myers
Nagle
Natcher
Neal
Nelson
Nielson
Oakar
Oberstar
Obey
Owens (NY)
Packard
Parris
Pelosi
Perkins
Petri
Pickett
Rahall
Rangel
Ravenel
Rinaldo
Ritter
Robinson
Roth
Roybal
Russo
Sabo
Savage
Scheuer
Schroeder
Schumer
Sensenbrenner
Says
Shumway
Shuster
Skeen
Smith (IA)
Smith, Denny (OR)
Smith, Robert (OR)
Solarz
Staggers
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Stangeland
Stark
Studds
Synar
Tallon
Torres
Torricelli
Towns
Traficant

Anthony
Biaggi
Boner (TN)
Bonker
Boxer
Brown (CA)
Collins
Conyers
CraigCrockett

Udall
Vento
Visclosky
Vucanovich
Walker
Watkins
Waxman
Weber
Weiss

NOT VOTING-28

Daniel
de la Garza
Dornan (CA)
Ford (TN)
Gephardt
Kemp
Latta
Livingston
Martinez
McCurdy

Weldon
Wheat
Williams
Wolf
Yates
Yatron
Young (AK)
Young (FL)

Morrison (CT)
Pepper
Rodino
Roemer
Solomon
Spence
Tauzin
Wilson

The Clerk announced the following pairs:
On this vote:
Mr. Anthony for, with Mr. Roemer against.
Mr. Livingston for, with Mr. Craig against.

Messrs. Bates, Torres, and Stark, Mrs. Byron, and Messrs. Boeh-
lert, Lewis of Georgia, Hochbrueckner, and Guarini changed their
votes from "yea" to "nay."

So the conference report was agreed to.
The result of the vote was announced as above recorded.
A motion to reconsider was laid on the table.

PERSONAL EXPLANATION

Mr. MORRISON of Connecticut. Mr. Speaker, I was off the Hill
and did not get the proper signal; and for that reason I missed the
vote on the conference report on House Joint Resolution 324. Had I
been present, I would have voted in favor of the conference report.



[From the Congressional Record-Senate,
1987.]

Sept. 23,

STATUTORY INCREASE IN THE PUBLIC DEBT-
G-R.-H

(pp. S12534-S12577)

CONFERENCE REPORT

Mr. BENTSEN. Mr. President, I submit a report of the committee
of conference on House Joint Resolution 324 and ask for its imme-
diate consideration.

The ACTING PRESIDENT pro tempore. The report will be stated.
The legislative clerk read as follows:

The committee of conference on the disagreeing votes of the two Houses on the
amendments of the Senate to the bill, joint resolution (H.J. Res. 324) increasing the
statutory limit on the public debt, having met, after full and free conference, have
agreed to recommend and do recommend to their respective Houses this report,
signed by a majority of the conferees.

The ACTING PRESIDENT pro tempore. Without objection, the
Senate will proceed to the consideration of the conference report.

(The conference report is printed in the House proceedings of the
Record of September 21, 1987.)

Mr. BENTSEN. Mr. President, as I look back over the last 6 years
of ballooning Federal budget deficits, I cannot help be reminded of
the character Linus of the comic strip "Peanuts," when he said:
"No problem is so big, no problem is so complicated that it cannot
be run away from."

That is about what I think we have done over the last 6 or 7
years. That is the way we have dealt with the Federal budget defi-
cit. But it is time that the Federal Government began to live
within its means. It is time that we put it on a diet that will get us
back to a balanced budget. That is the purpose of the debt ceiling
extension conference report that I am bringing to the floor now.

The conference report is the fruit of many long hours of discus-
sion, of compromise, of trying to work out something that would
develop a consensus-that- is, among Members of both parties and
in both the House and the Senate.

I particularly express my appreciation to the Senator from Flori-
da [Mr. Chiles], the chairman of the Budget Committee; to Senator
Packwood, the ranking member on the Finance Committee, and to
my colleague from Texas, Senator Gramm, for their cooperation
and their help during these long hours.

- (504)



505

I believe we have come up with a workable agreement, one that
meets the challenge of shrinking this Federal budget deficit. This is
an agreement that is going to proceed over a period of years to get
us back to zero.

The House voted on this last night and carried it by a bipartisan
vote. There were a majority of Democrats and Republicans alike
who voted for it. The vote was 230 to 176.

I think we are going to have a tougher fight on this side. There
are some Members who have always voted against anything that
had any connotation that might result in some tough calls insofar
as budget cuts and the possibility of tax increases are concerned.
There are Members who have always voted against the Gramm-
Rudman process.

I do not like the kind of approach in this process-an arbitrary,
stringent sequestration, if we do not face up to our responsibility.
But I think this is the best of the alternatives we have left to force
that kind of discipline on the President and Congress.

I hear some people say, "Well, what you are trying to do is put
the President in a box, to force him to make those choices."

Sure. That is right. But we are also putting this Congress in that
box, forcing it to make those tough and those hard choices and not
walk away from them as has happened in the past.

The Gramm-Rudman-Hollings process did not work before, and it
did not work before because we put some unrealistic objectives
there-in part, I think, for political reasons.

What we have tried to bring together here is something that will
work. This agreement has tough targets. They will not be easily at-
tained. But they can be met if we show the courage to reach for
them and to develop the kind of a consensus we achieved in reach-
ing this conference agreement.

That is what I am looking for here. I am looking for Members of
the Senate, Democrats and Republicans, who say, "I can think of
reasons why I should not vote for this. I really wanted a $36 billion
cut, and they did not achieve that." Or others who might say, "I
don't want to go that far. That cuts too deep."

I am asking for some of those who have never voted for this kind
of a process to vote for it now. I am asking the same of those who
think it should be higher or think it should be lower. This is the
compromise, and this is the consensus, and this is the best we can
get.

If you do not approve this, then you are going to be faced with
the alternative following this of voting for a $45 billion sequester
under the present law process.

I personally think that would be irresponsible for what it does to
defense and what it does to some domestic programs. But that is
where you are.

And then if you fail in all of those, you have a situation of for-
eign governments looking to see what we do to fulfill our responsi-
bility on our own financing.

We say to the Germans, we say to the Japanese, "Accelerate
your economy, help us on this trade deficit."

They say to us, "Take care of your own problems first; show us
that you can be responsible on your own budget and on your own
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deficits; face up to that before you presume to tell us how to run
our domestic economy."

Before we can really have some influence in that regard, we
have to do what has to be done at home.

More than at any time since the 19th century we are dependent
on what foreign financiers, what foreign central banks decide inso-
far as our securities, insofar as our interest rates. They can jerk
our chain. Back in the 19th century it was the British that could do
that, owned our securities, bought our securities, renewed our secu-
rities or decided not to do it. They could push us into recession, or
they could assure us of the funds and the capital to keep our econo-
my moving. But it became their decision not ours. That is where
we are drifting now. And that is what we have to turn around.

Let me outline some of this conference report for you. First, it
increases the debt limit ceiling to $2.8 trillion from the temporary
ceiling of $2.35 trillion. Now, that increase will enable the Federal
Government to conduct normal and routine budget financing ac-
tivities until the spring of 1989.

Let me say to my colleagues in the Senate, I did not say 1988; I
said 1989. We will not have to face this task again next year. We
will face it again in 1989. That is a breathing spell that should pro-
vide the Congress and the administration with ample opportunity
to make serious progress in winding down this Federal budget defi-
cit.

Second, the conference agreement establishes a debt reduction
plan which will avoid those constitutional questions that under-
mined the original version of Gramm-Rudman-Hollings. The major
change in this new deficit reduction plan is to reassign the final
sequestering responsibilities from the General Accounting Office to
the Office of Management and Budget in the executive branch.
That takes care of the constitutional question.

Third, the new budget deficit reduction plan restores an auto-
matic spending reduction provision. This sequestration component
guarantees that future deficits will decline even if the Congress
and the President cannot reach a compromise on the budget.

Under sequestration, the spending cuts are to be spread broadly
across the Federal budget, shared evenly by defense and nonde-
fense programs.

Fourth, the conference report recalculates those budget deficit
reduction targets for fiscal year 1988 and beyond.oI think those tar-
gets, as I said, are a more deliberate, more attainable set of targets
than the earlier ones. They will bring about that balanced budget
by 1993, and I think that is a realistic progression of reductions in
deficits. I think it does something else, too. It does not tilt it too
far. It minimizes the possibility of bringing on a recession by exces-
sively tough fiscal restraints.

Because fiscal year 1988 is almost upon us, the actual deficit re-
duction target for fiscal year 1988 is $23 billion.

One of the things you have to look at is the job that my friend,
Senator Packwood, and I face on the Finance Committee. Part of
this task is going to be revenues, we assume. The revenue part
might be somewhere between $10 and $15 billion. But you have to
recall that part of that year is already going to be gone when we
start raising the revenues for 1988. And that means you have to
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have a heavier impact in the remaining three quarters of a year
than you would have needed if you had a full 12 months to achieve
the revenue part of the $23 billion figure.

Some have stated that we should have stayed with $36 billion.
That is where we were in the budget resolution. This is a tougher
$23 billion. It is a harder $23 billion than at least part of that $36
billion was because this agreement does not allow us to count the
REA adjustment that totals almost $6 billion. You do not have any
asset sales in there. It will not be an easy $23 billion to obtain.

In fiscal year 1989 the deficit reduction target is $36 billion
unless a smaller reduction would reduce the actual deficit to $136
billion.

Now, beginning in fiscal year 1989 as well you will have a $10
billion tolerance from the deficit target. That is comparable to
what was permitted under the old plan.

After 1989 those deficits must decline on this kind of a schedule.
Remember, there is the $10 billion deficit tolerance in each of these
years.

For fiscal year 1990 the deficit target would be $100 billion; in
1991, $64 billion; in 1992, $28 billion; and 1993 zero, with no toler-
ance in this final year.

Now, the purpose of the deficit reduction plan: What will it ac-
complish? The most important message in this conference report is
that the Congress is serious about cutting the deficit. It removes
the cloud from the budget process. It unequivocally sends the alert
that Congress intends to rein in the budget deficits.

Moreover, passage of the conference report ensures that the defi-
cit will fall by $23 billion this year, either through the normal
budget process or through sequestration. One reason it is not going
to be an easy target to attain is because this budget report does not
bridge the vast gulf within the Congress, or between the Congress
and the White House, on how to cut this deficit.

That is the issue that is going to be thrashed out in the weeks
ahead as we proceed through the fiscal year appropriation process
and reconciliation. And I am not going to make any predictions on
how that one is going to turn out, but I do know that a lower defi-cit is going to-be the result. That is going to be a major victory in a
war that the Congress, and especially the White House, have
seemed more willing to lose than to win in recent years.

Since 1981, the Federal budget deficit has doubled and then
nearly redoubled to a peak of $221 billion last year. Much of that
time we have seen -he Congress more willing to make the hard
choices than the White House. More often than not, in contrast,
the White House attacked the budget deficit with rhetoric rather
than making the hard choices involving revenues and spending.

The White House talked loudly about balanced budget amend-
ments, pledged adherence to fiscal responsibility, and had the gall
to talk about a constitutional amendment for a balanced budget.
Yet in seven budgets, stretching back to 1981, the President has
never produced a balanced budget for Congress to consider. The
latest budget sent by the White House was so full of phony num-
bers, disguised behind smoke and mirrors, it arrived DOA-dead on
arrival. And not just because of the Democrats. I did not hear any
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Senator speak in defense of that budget. In fact, a majority of the
Republicans in the House and the Senate voted against it.

In this bicentennial year of the Constitution, the President could
well take to heart some sage advice by Benjamin Franklin who
said,",eoreyou consult your fancy, consult your purse."

Since 1981, the administration's appetite for spending has far ex-
ceeded its willingness to produce the revenues to pay the bill. The
White House seemed convinced that a free lunch really existed.
Simply put, the administration has acted as though the deficit is
just not as important as some other things.

Now Congress should share the blame for acquiescing to that
kind of a permissive attitude and the deficits that have resulted.
Deficit reduction has been a second priority-a problem to be left
to the next President, a problem to be left to the next Congress.

What did we do? We had a situation where you cut your income
by 25 percent. Then you turned around and increased defense
spending by 50 percent. And I should not say "you"-it is "we." I
voted for that cut in taxes, 25 percent of it. I voted for practically
all of those defense spending increases.

But it did not take long to understand we had gone too far; that
there just was not enough meat left on the bones in between to bal-
ance that budget; that you cannot increase your spending that
much on defense and cut your income that much and expect to
have enough left in between to even it out. It just was not there.

So by the time we had a vote on the third cut, insofar as the 25
percent cut in revenue, I voted the other way. But those of us who
felt we had gone too far have not been able to prevail up to this
point.

And, I have reached the conclusion that the time has come
where we must level out our defense spending. Obviously we must
maintain a strong national defense. But we must also recognize
that there are two threats which could cause us to lose this great
country of ours. One is to put ourselves in a posture where we
would face a military defeat. The other is to allow our national
economy to become bankrupt. These are competing priorities. They
are difficult to reconcile. But we must do so. We must walk that
tightrope.

Well, this conference report will help us balance our priorities.
Deficit reduction is going to be a priority now for- this Congress and
this President. The President should sharpen his pencil. Those
hard choices that have been sidestepped in budget after budget for
the last 7 years are now going to have to be confronted. A spirit of
compromise is going to have to replace confrontation. And the Con-
gress and the White House will have to work together to avoid trig-
gering the automatic sequestration procedure.

I have said that I do not like the sequestration approach. I think
it is a meat ax instead of a scalpel. But this patient of ours is in
serious trouble and apparently only the drastic medicine of that
automatic sequestration will work and force the discipline on both
sides.

Congress has turned to automatic sequestration because the
spirit of compromise, the glue holding our democratic government
together, has become brittle. Separation of powers to constrain the
executive authority was a key principle of the Founding Fathers.
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But separation of power between Congress and the President can
only work when you have an undercurrent of compromise that
exists to resolve difference in opinions.

As Edmund Burke once said, "all government-indeed, every
human benefit and enjoyment, every virtue and every prudent
act-is founded on compromise and barter."

Compromise has been a scarce commodity around here during
budget debates in Washington since 1981, and the deficits stand as
mute witness to that effect. But a spirit of compromise, I believe,
will be rekindled by enactment of the conference report. And I am
convinced that a lower deficit is going to be the result.

I said moments ago that this conference report sends a signal
that Congress is really serious about reducing the deficits. That
message is long overdue, and I believe it is important to send it
now.

Wall Street and those financial markets around the world are
watching our efforts to craft this new budget policy. There is a
great deal of cynicism out there about whether or not we will be
able to accomplish it. The stakes are high because the health of our
economy is so much today determined by foreign investors, and
they are worried about these twin deficits of ours. They have heard
the steady drumbeat from the administration that the trade deficit
is going to improve. Yet in June and again in July record monthly
trade deficits were set. We are headed for another annual trade
deficit record of $169 billion at the current pace, with no turna-
round in sight.

Export growth in the first 3 months of this year has fizzled out.
We are as likely to see higher trade deficits as lower ones in the
months ahead. Our biggest imports since 1981 have been foreign
capital. Tens of billions of dollars in foreign capital is now held in
T-bills and Treasury notes, funding our budget deficit.

Those foreign investors like our interest rates, but they fear
equity erosion from a falling dollar. The trade numbers have them
running scared. They are holding their breath anticipating another
round of dollar devaluation anticipating inflation because of the
sorry trade statistics we arp facing.

Indeed, only massive intervention into the foreign money mar-
kets by Japan's Central Bank, the Federal Reserve here, the
Bundesbank of Germany, has delayed that kind of a day of reckon-
ing.

Even with all that, the foreign investors grew nervous in August.
They dumped the dollar. Long-term interest rates reacted immedi-
ately here, rising over one-half point. Mortgage rates jumped above
11 percent and the Federal Reserve rushed out to boost the dis-
count rate from 5.5 to 6 percent, and that is the first increase in 2
years.

The FED was forced to sweeten the pot for foreign investors, and
to reassure them of its determination to hold the line on the dollar
and inflation.

Even so, foreign investors stiffed the FED. They kept their
money at home. And interest rates here have not fallen back to
July's level. All interest rates are well above a year ago. And the
prime rate is up one and one-quarter percent-125 basis point-to
8.75 percent now.

51-721 0 - 93 - 17
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Never in our history has domestic monetary policy been so cap-
tive to the whim of foreign investors. Back in the time of the 19th
century, when the British had such a hold on our economic poli-
cies, it took a long time to transfer money. Now, with your elec-
tronic transfers you have billions and billions of dollars that move
overnight.

Foreign investors determine if interest rates here rise or fall.
They determine if the dollar and inflation will rise or fall. And
they determine if the recovery will continue, or stumble and slide
into a recession.

Moreover, foreign investors will continue to dictate the course of
our economy-and interest rates in particular-until the immense
budget and trade deficits are reduced.

Passage of the conference report and the lower deficits to follow
will reduce reliance on foreign capital. But it will provide vivid
support for our efforts to shrink the trade deficit, as well. For ex-
ample, we could see some improvement in our stagnant exports if
Japan and West Germany grew faster. We can make that point to
them with a great deal more support and credibility if we respond-
ed responsibly on our own deficit. But they have refused, pointing
fingers at our budget deficit instead. It's time we did something to
back up our own demands.

So, the conference report involves higher stakes than just the
budget deficit. It bears on the trade deficit, and has dramatic impli-
cations for the future course of interest rates and our economy, as
well.

This administration may well be remembered by historians for
its twin deficits of budget and trade. It has taken years of neglect
for them to grow so enormous. Andit will take years of careful eco-
nomic policy to ease them down without tipping over the economy.

So what we'll do by enacting the conference report is send a
clear message-to the White House as well as to financial mar-
kets-that we mean business. The deficits are going to shrink. And
that means this year, by this Congress and by this President. Not
next year, not the next Congress and not the next President. We
are going to face up to it now.

It is time, Mr. President, that we display our serious intent to
reduce the deficit. And the conference report is the first step we
should take to do that.

Mr. President, I wish to recognize staff members from the Fi-
nance Committee, the Senate Budget Committee and the Congres-
sional Research Service who worked many long and tiring hours-
sometimes through the night-to expedite Members' efforts to craft
this committee report, who understood that time is of the essence
and worked right through the weekend. I want to especially note
the great effort of Mr. Joe Humphreys of the Finance Committee
staff, who spent some very sleepless nights in helping us put this
together, along with the staff director, Bill Wilkins, for making
major contributions to this conference.

I would also like to list those who really were most helpful from
the Senate Budget Committee: Mr. Rick Brandon, Mr. Alan Cohen,
Mr. Bill Dauster, and Mr. Jeff Colman.

From the Congressional Research Service: Mr. Robert Keith and
Mr. Sandy Davis.
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I know that on the minority side we have others who worked just
as diligently and just as hard and will be recognized as such.

I strongly urge my colleagues to support the conference report.
I yield to my distinguished colleague, the ranking member on the

Finance Committee, the Senator from Oregon.
The PRESIDING OFFICER (Mr. Shelby). The Senator from Oregon.
Mr. PACKWOOD. Thank you. Congratulations to the chairman of

the Finance Committee. I am not sure I believed 1 month ago, 2
months ago, 3 months ago we would have achieved this and he has,
and in a very bipartisan manner.

The Democrats split; the Republicans pretty much split. This is
not a Republican/Democrat issue, and I do not think it is going to
be a House/Senate battle.

Interestingly, it may or may not be a battle with the White
House. I do not know what they are going to do on this yet. It is
ironic, I think, if the White House were to consider vetoing this be-
cause, indeed, it does move us toward a goal the President has
talked about for a long time: The balanced budget.

This is statutory. It is not as good as a constitutional amend-
ment. It does not guarantee it as strongly as a constitutional
amendment would, but is it better than what we have been doing?
Clearly, it is better than what we have been doing.

There are some who are fearful of the Gramm-Rudman-Hollings
process because they think defense could suffer. But to those, Mr.
President, I would say: It is no different than if we had a constitu-
tional amendment to balance the budget. You would have to make
the same decisions. You are going to raise taxes? You are going to
cut defense? Going to cut social spending? Do some amalgam of
them to put them together? But those are the same kinds of deci-
sions you have to make with a constitutional amendment. I find
that those who have some misgivings about what we have fash-
ioned because they fear for defense are by and large supporters of
a constitutional amendment to balance the budget. So I am not
quite sure I see the difference in the bind that defense is in.

Second, and I have used these figures several times, the House
and the Senate and the President, in a budget in excess of a trillion
dollars, are not that far apart in defense. The President's initial
budget figure for outlay, spending, cash out next year, was $299 Lil-
lion. The Senate was about $290 billion, the House was about $283
billion. So you had a difference from the low side in the House of
$283 billion to a difference of $299 billion that the President
wanted, about $16 billion in a budget in excess of a trillion.

Those who wanted $299 billion fought that battle. That battle
was lost. That battle was lost before we ever got to this bill and
that battle will be fought again and continued again because it
does not ever seem to end. Unfortunately for the administration,
and I do not say this with malice, but unfortunately for the admin-
istration, they have not succeeded in selling to the American public
the size of the defense budget they want.

At the time the administration came in in 1981, we had had a
number of years of President Carter and there was a feeling we
should spend more on defense and we did. That time may come
again.
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This country will spend, Mr. President, when they have to spend
for defense; when they are convinced of the merits. If you look at
what we were spending in 1944 and 1945, we were spending 40 per-
cent of the gross national product on defense.

Translated into today's terms, that would be a defense budget of
about $1.6 trillion and we were borrowing half of all of our budget.
We were borrowing, in today's terms, the equivalent, then, World
War II, of about $800 billion to $900 billion a year.

So, if the public is convinced that we must spend for defense,
they will spend. If they are convinced of the merits of the Persian
Gulf doctrine, President Carter's doctrine, we will use military
force if necessary to defend our vital interests in the Persian Gulf,
the Carter doctrine. President Reagan picked it up and ratified it.
If they are convinced the doctrine requires spending enough money
for two more aircraft carriers, they will do it. I do not think we
should argue the merits of Gramm-Rudman-Hollings on the basis
of whether or not it is going to result in some impingement on de-
fense spending.

If those who want higher defense spending can make their case,
Congress and the public will support it. I think we ought to argue
it on the basis, Mr. President, that the major problem we face, the
biggest problem we face right now is both the annual and accumu-
lating deficit. In the career of both Senator Bentsen and myself, I
think it was after the Senator came to the Senate, but not long
after, that we had the debate as to whether or not we would dele-
gate to the President the authority to cut the budget anyplace he
wanted if the total deficit, total accumulated deficit went above
$250 billion. That passed the House of Representatives. It came
here and was defeated by a very close margin.

Then we were not talking about accounts or we were not talking
about cutting across the board. We said he can cut it anyplace he
wants to cut it because $250 billion as such an excessive amount of
a deficit that the country would strangle itself and go bankrupt.

Now, 15, 16, 17 years later we are not talking about $250 billion;
we are talking about in excess of ten times that amount.

So, I think you can make a very good case for Gramm-Rudman-
Hollings. I know there are economists in this country, some of
them have Noble prizes; there are candidates running for Presi-
dent; that will tell you the deficit, within reason, does not matter.
So long as we can afford to carry it, it is all right. They will sort of
use the analogy that if you are making $50,000, you can afford a
$100,000 house and if you are making $500,000 you can afford a
million dollar house and as long as you can make the interest pay-
ments on it you can keep expanding that and refinance the house
and never really have to pay it off.

That is true so long as your bank or your savings and loan is
willing to loan you the money. But at some stage even the bank or
the savings and loan takes a look at what you have in the way of
assets, thinks you are overextended, and finally either will not loan
you the money or say: No, we are not going to do it at 10 percent
interest but we will do it at 22 percent interest, 23 percent interest.

We see that every year on interest on the national debt. When
people think we are serious about trying to get the budget down,
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the interest rates go down. When they think we are not serious,
the interest rates go up.

And perhaps the biggest variable item that we face in the budget
is not Social Security, not the defense budget, but it is the total
amount of interest that we pay on the debt. Why is that?

Let us just assume for purposes of discussion that the accumulat-
ed debt, what we have run up in the past, not what we are running
up each year, rounded off, we will say, is $2-trillion, and much of
that debt is carried in relatively short-term Treasury notes. We roll
it over with some regularity. So if in any given year the interest,
Mr. President, on the debt, is an average of 10 percent that is $200
billion a year. If, by chance, the interest for that year goes up to 15
percent on the average, that is $300 billion a year in interest. That
is a bigger increase by far than anyone talks about for the defense
budget or for increases in Social Security or Medicare or Medicaid
or education or highways probably put together.

No, Mr. President, the biggest problem we face now-I am not
going to argue what the biggest problem we faced in World War II
was, probably the Nazis and Japanese-the biggest problem we
face now is the annual deficit we faced each year and the accumu-
lation of those annual deficits as the total accumulation creeps up
and up and up until one day it will bankrupt this country. We
cannot go on borrowing $140 billion, $150 billion, $160 billion, $170
billion each year in the red, running the deficit up to $3.1 billion
$3.2 billion $3.3 billion, $3.4 billion, or $3.5 billion, and so on, with-
out some day paying the piper.

Mr. President, this country has lived too long on borrowed
money, borrowed time. The Gramm-Rudman-Hollings statutory
fix-not the constitutional; the statutory fix-is the best we can do
right now. There is not point in fooling ourselves. There are not
the votes for a constitutional amendment to balance the budget,
not in the Senate, let alone the House. I do not know whether or
not the States would ratify it if we sent to them. It is fine to talk
about that in theory. Hopefully, we do have the votes to pass
Gramm-Rudman-Hollings and the very best hope that the Presi-
dent will sign it.

We will leave for another day, and-,Mr. President, it is another
day, not another month or another year, the debate over the size of
the defense budget.

But I will say again what I just said a few moments ago, if the
President can convince the public, the public will convince the Con-
gress. If the President can convince the public that there is a neces-
sity for a $299 billion military budget next year or $309 billion or
$319 billion military budget, then we will find the money to pay for
it somehow.

Because Gramm-Rudman-Hollings does not automatically say
that you have to meet the totals in annual reductions in the size of
the deficit, so we might cut it by increasing taxes. Next year we
have to save $23 billion over the deficit this year. That can be $23
billion in tax increases and in spending cuts; it can be $10 billion
in tax increases and $13 billion in spending cuts, or any combina-
tion thereof. And if, in figuring how to reduce that $23 billion defi-
cit, we also decide that we have to spend $10 billion more on the
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military, we would have to raise the taxes $10 billion more than we
otherwise would raise them to pay for it.

That is not expecting too much of us, and the public would sup-
port that if theybelieved in the expenditure need.

For those who would argue today in opposi ..'vrn to Gramm-
Rudman-Hollings because they say it will be hard on defense, I
would pose two questions:

One, how does it differ from a constitutional amendment which
would compel you to balance the budget or you could be sued in
court?

Two, in terms of the battle on defense spending, how does it
differ whether or not we pass Gramm-Rudman-Hollings?

What Gramm-Rudman-Hollings does is guarantee a statutory re-
duction in the deficit. That is guaranteed. I think what that reduc-
tion means is a reduction in interest rates over the next 2 years of
1 to 2 percent lower than interest rates would otherwise be but for
Gramm-Rudman-Hollings.

I want to emphasize what I said. Not 1 to 2 percent lower than
where we are today, but 1 to 2 percent lower than where we might
otherwise be but for Gramm-Rudman-Hollings.

If interest rates today are 10 percent and stay there, the interest
rates will be 8 or 9 percent. If the interest rates today are 10 per-
cent but might go to 13 percent, with Gramm-Rudman-Hollings
they might be 11 or 12 percent. It is beneficial in any event.

So I would hope, Mr. President, that the Senate will join Senator
Bentsen and myself in a bipartisan coalition, Republican and Dem-
ocrat, liberal and conservative, and support this effort. It is our
last, best, and, Mr. President, only hope for this Congress and per-
haps for the next one.

If we choose to do nothing or if the President were to veto this
and there were not the votes to override the veto, then I think we
are looking not at deficits of $144 billion or $128 billion; I think we
are looking at deficits in the next year of $190 billion or $200 bil-
lion. After that, $230 billion or $240 billion. Not down, but up.

For those few who honestly think those deficits make no differ-
ence, I suppose they can vote against this in good conscience. There
is no longer any point in asking to have a hearing in one of the
conferences, and asking them. Some will say fine, some not so fine;
some will say maybe if it goes this way or if it goes that way.

We are finally going to have a vote on what we intuitively think
is right for the country. My intuition tells me, my gut tells me,
that we cannot go on the way we are going.

So I support this not reluctantly. I support this with enthusiasm
and wholeheartedly. I would urge my fellow Senators to do the
same.

I yield the floor, Mr. President.
Mr. Chiles addressed the Chair.
The PRESIDING OFFICER. The Senator from Florida.
Mr. CHILES. Mr. President, in a lot of ways, this is a remarkable

day. Last August, just before the Congress recessed, conferees were
within an eyelash of working out an agreement on the debt limit
bill, but that was more than a month ago and I think all of us were
a little worried that we might not be able to keep those fires burn-
ing this long. But I think it is singularly fortunately that we did.
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We came back here to get down to work and now I think we are
bringing to the Senate a solid agreement. We have not only agreed
on a way to make sure that the checks are good; we have found a
way to make good on our promises to restore discipline in the
budget process and cut the Federal deficit.

I think it is a tribute to everybody involved that the determina-
tion carried on across the summer and that we are able to meet
our responsibilities.

Here is what we have done:
We have achieved each of the main goals that we set out in the

beginning. We restored the discipline in the budget process by put-
ting the automatic sequester back in the law. That is crucial to our
plans for cutting the Federal deficit.

Everybody knows what an automatic sequester would mean. It
would mean sharp cuts in national defense and in key domestic
programs, if we could not find a way to get the deficit down to a
level for each year. And it would mean Congress and the President
did not have what it takes to govern as we are expected to.

So automatic sequester is back in the law, not because we plan to
use it but because it will help make sure that we get our job done.

We have also revised the deficit targets. The targets in the origi-
nal Gramm-Rudman-Hollings law were never realistic from the
word go. Everybody knew that. Everybody knew the targets were
too low compared to the actual size of the deficit. So whether it was
the Republicans who missed the targets or the Democrats, and both
of us missed, it became a political field day for the other party. The
new targets are demanding but they are doable. It is tremendously
important that we have those on the basis of which everybody
knows they are doable.

There is something else in this conference report that's a matter
of concern to just about everybody, and that is the question of who
determines the size of the sequester and how it is done.

Generally speaking, the Office of Management and Budget will
make the call. That is not what I would perfer. I admit that. OMB
has traditionally underestimated the size of the deficit. OMB is an
arm of the executive branch. It's the President's own budget office,
and there are always questions about how far the agency will go to
make the President's case.

But under the terms of the agreement, the Office of Management
and Budget will be tightly circumscribed. It will have to use the
concepts the Congressional Budget Office uses and operate' within
specified technical limits.

Mr. President, those are several of the notable pieces of this
agreement.

Now, I would like to take just a few minutes more to focus on
some of these elements in a little greater detail.

Revised Targets
We have revised the deficit targets under Gramm-Rudman-Hol-

lings.
To give an example, the original law put the fiscal 1988 target at

$108 billion. Unfortunately, that figure was based on a considerable
under estimate of the baseline deficit. None of the budget proposals
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offered this year-not the one approved by the Senate or the
House, and not the one offered by the President-met the $108 bil-
lion figure. There was no realistic way to do it.

The conference report now before the Senate sets the fiscal 1988
deficit target at $144 billion. For fiscal 1989, the target is $136 bil-
lion. The "zero-deficit-target" is scheduled to be reached in 1993.

In 1988, the agreement requires $23 billion in deficit reduction.
In 1989 it means deficit reduction of $36 billion, and in each year
after that until we reach zero.

Mr. President, those are actual reductions. They are not shad-
ows. The agreement includes restrictions against the use of asset
sales or loan prepayments to "Jimmy" the figures. We have out-
lawed the slipping of payment dates to achieve deficit reduction. I
should point out that the DOD bill in the House already has $6 bil-
lion of slippage in contract payments. The President's budget con-
tains a great deal of money in asset sales. So these are serious
issues. We want real progress on the deficit, and we believe these
changes are necessary.

Now, let me briefly talk about the makeup of the deficit reduc-
tion figures. A lot of us are understandably concerned about how
much of that $23 billion in savings for 1988 involves new revenues.
The Congressional Budget Office says that $23 billion in this
Gramm-Rudman-Hollings package is as tough as $33 billion would
have been in the budget resolution.

The way it stands, we either come up with a fair blend of spend-
ing cuts and deficit reduction revenues, or there will be $23 billion
in spending cuts. I think it would be pretty hard to build a consen-
sus around spending cuts alone as a means of reducing the deficit
in light of the sizable spending cuts already enacted over the past
several years.

Nevertheless, the conference agreement does not set a revenue
number. My best guess is that based on the spending levels in the
budget-resolution-which assumes high-tier defense, increases in
key domestic programs and the cuts we prescribed-we will need
something on the order of $10 to $15 billion in additional revenues
to meet the $23 billion deficit reduction target. Whatever the final
composition of the savings, it is something left to the committees to
work out.

Automatic Sequester

Mr. President, along with the revised targets in the agreement,
we have restored the automatic sequester provision in the original
Gramm-Rudman-Hollings law. It is not in there piecemeal or part
time. Automatic sequester is a feature of this legislation for the
full 5 years of the deficit reduction plan. It is the penalty provision
we hope we never have to use.

But if the time ever comes when-it is, the agreement lays out
precise timetables and guidelines for its use.

In 1988, the sequester would be $23 billion if we cannot agree on
the actual savings necessary to reach the revised deficit target.
Otherwise, a sequester for 1988 would add up to $23 billion minus
whatever savings we are able to agree on. However, the maximum
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sequester amount would be $23 billion. It could not go over that
amount.

For 1989, the maximum sequester amount would be $36 billion.
So, for 1988 and 1989, the sequester amount is limited to a specific
dollar amount. But those restrictions do not apply in the years
after 1989. In those years, the size of a sequester would be the
amount by which we might fall short of the deficit target.

The agreement provides that a Presidential sequester order
would be triggered automatically by a report from the Director of
the Office of Management and Budget. Unlike the Senate's propos-
al and unlike the original version of Gramm-Rudman-Hollings, the
General Accounting Office will have no role in the sequester proc-
ess.

We arrived at this procedure only after restricting the discretion
of OMB. The agency would have to give careful consideration to
the earlier reports submitted by the Congressional Budget Office.
OMB would have to identify and explain any differences between
its estimates and those provided by the Director of the Congression-
al Budget Office.

OMB would have to lay out the total amount of outlay or spend-
ing reductions, and the amount of funds to be cut in both defense
and domestic. Key variables like spending outlay rates are restrict-
ed in the law so that OMB cannot use sequester to impose Presi-
dential spending priorities at the program level. All programs
would be reduced equally. At the overall level the 50-50 savings
split between defense and domestic is maintained.

We have also provided a backup mechanism. It is designed so
that if OMB is wide of the mark-either by accident or design-
Congress can move to increase or reduce the size of the sequester
in an expeditious manner. Throughout the conference agreement,
OMB's conduct and technical role is carefully governed by guide-
lines to assure reliability, consistency, and accuracy. The power of
sequester is enormous. We have bent over backward to make sure
that while OMB issues the order, Congress does not surrender its
vital and primary oversight role in seeing to it that the power is
closely monitored.

Sequester Timetable

Let me turn, now, to some key dates in the sequester process.
For the years 1989 through 1993, the President must submit his

midsession review budget report to the Congress by July 15. That
report sets the economic and technical assumptions to be used in a
sequester.

On August 15, the Office of Management and Budget and the
Congressional Budget Office-using the same technical and eco-
nomic assumptions included in the President's July 15 report-
issues its snapshot. Five days later, CBO sends its initial report to
Congress and OMB, and 5 days after that the Office of Manage-
ment and Budget issues its report at which time the President
issues his initial sequester order.

It is important to bear in mind that each of these reports are
constructed using identical economic assumptions.
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Fifteen days after that first order, the President must file a de-
tailed report explaining the details of the first sequester order. The
initial sequester order-if one is necessary-becomes effective on
October 1.

On October 10 and 15, the Congressional Budget Office and the
Office of Management and Budget issue revised reports on the se-
quester, and the final sequester takes effect on October 15.

The time between October 20 and November 20 is a key period in
this process. By October 20 we must deal with reconciliation so we
will know how much still needs to be done to meet the deficit
target. November 20 is the end date. So in that time the President
and the Congress can sit down to serious bargaining to get the job
done.

All this adds up to a very rigid and definite timetable. But the
conferees made allowances for disagreement or error. We included
an expedited procedure that allows Congress to approve a joint res-
olution that would require the President to modify the final seques-
ter order. The majority leader of either House can introduce such a
measure within 10 days of the final sequester report issued by the
Office of Management and Budget. The joint resolution would not
be referred to the committee and could be amended by either
House. This procedure gives Congress the authority to move force-
fully on the shape of sequester.

"Hold Harmless" Provisions on Sequester

There has been a lot of discussion about what happens if you are
operating under a short-term continuing resolution when the se-
quester report comes down. That seems to be the likely scenario for
this year. There is a concern that under a sequester, defense spend-
ing might be vulnerable to a kind of double jeopardy. Since the cur-
rent level of defense spending likely under a continuing resolution
is near the low tier in the budget resolution, there is concern that
the President might be faced with a choice between settling for the
low-tier or face a sequester that cuts defense even further.

To head off that situation, we have built in a kind of "hold harm-
less" provision which establishes a maximum sequester level at the
outset for both domestic and defense spending. What that means is
that the sequester amount cannot be taken below the level speci-
fied in the initial sequester order. Let me give you an illustration.

Let us say we started with a program funded at a level of $100
million and a 10-percent sequester would reduce it $10 million to
$90 million. If the final appropriation funds that program at $95
million, a sequester cannot kick in that cuts that program by that
$10 million down to a level of roughly $85 million. The baseline
minus the sequester amount sets a kind of "maximum peril" limit
for each account.

Defense Flexibility

Under the original terms of the Gramm-Rudman-Hollings law,
the President had limited leeway to make spending changes in de-
fense programs. Under the new agreement, the President can pro-
pose defense changes to Congress. Those proposals must then go to
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the Appropriations Committee. They can't be bottled up there, and
they can be amended.

What we are trying to achieve here is a balance that gives the
President the right to propose a change in the program mix of the
cuts, but does not give him the power to reduce the amount of se-
quester or impose his spending priorities on Congress.

Mr. President, I ask unanimous consent that a detailed explana-
tion of all the provisions of the conference agreement be printed at
the conclusion of my remarks.

The PRESIDING OFFICER. Without objection, it is so ordered.
(See exhibit No. 1.)
Mr. CHILES. I have rarely been involved in a conference where

the give and take was as vigorous as the one on the debt limit bill.
We had plenty of involvement. We had plenty of ideas moving back
and forth.

What we ended up with is a comprehensive proposal that fits to-
gether in a systematic package for deficit reduction. This is one
case where the overall package is better than what we started
with.

There may still be some concern about what some will see as
complexity. And, yes, this is detailed legislation. It had to be. We
wanted to make sure that we covered the bases and that none
would be stolen.

We are serious about deficit reduction, so serious that while we
adjusted the targets, we restored the penalty of sequester just to
keep our feet to the fire. We put sequester on a parallel track with
the budget process so we will always know where we are in the def-
icit struggle. And we made sure that both the President and the
Congress share the responsibility for getting the job done.

I think this is a solid, workable agreement. I hope the Senate
will approve it.

EXHIBIT No. 1

CONFERENCE AGREEMENT SUMMARY

DEFICIT TARGETS AND AMOUNT OF SEQUESTRATION

OMB automatic trigger for FY 1988 through FY 1993.

TARGETS
[In billions of dollars)

Target Cushion

Fiscal year
1988 ,........... ..... ........ 144 10
19892 2 . ......................... .................. .... 136 10
1990 s................. ... ...................... ........... 100 10
1991 3............... . ................. 64 10
1992 3_..... .... ..... ............. . . . .. .. . . ... .......................... 28 10
19933............. ......................................... 0 0

'But a minimum of $23.000.000.000 of net deficit reduction below a defined baseline and a maximum sequestration of $23.000,000.000
2 Or $36.000,000,OU from a defined baseline, whichever is easier
3Fixed target only
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REVENUES

Although the Act does not specify revenue numbers, it is anticipated that iovenue
increases of $10 to $15 billion would be sufficient to prevent a sequester if spending
is held to budget resolution levels.

Truneta•9e 1989 andafter

President submits his midsesseon review and deficit estimate5.............................-, .

Presidential notification regarding military personnel..... ......... ........... Oct 10. Aug. 15.
Initial CBO/OM B snapshot ............................................. .. . ...... ... .. .................................... do ........ Do.
COO issues initial report........................................Oct. 15 ......... Aug. 20.
OMB issues initial report ................................................................... .................... Oct. 20 ....... Aug. 25.
COO issues final report ....................................................... Nov. 15 ........ Oct. 10.
OMB issues final report and President issues final order ......................... Nov. 20 ........ Oct. 15.
GAO com pliance report ............................................... .......... ....... .................. ....................... Dec 15 ......... Nov 15.

DEFENSE FLEXIBILITY

The conference agreement allows the President to exempt military personnel
from sequester if he notifies Congress by a date certain. The cuts on other defense
accounts would increase to make up the difference.

The total amounts sequestered from defense cannot be changed. The President
may, however, submit a single proposal to Congress to redistribute defense reduc-
tions within and across defense accounts. No program, project, or activity may be
increased above the appropriated level. To become effective, the report must be af-
firmed by an amendable joint resolution of Congress considered under procedures
expedited up to conference. The sequester order goes into effect unless changed in
this way.

DEFICIT REDUCTION AMOUNTS

In 1988, net deficit reduction from legislative and regulatory actions must be $23
billion.

$23 billion is also the maximum sequester in 1988. The maximum sequester in
1989 is $36 billion. In the years thereafter, the sequester will equal the amount nec-
essary to reach the fixed deficit targets regardless of size.

If a sequester order is issued before full-year appropriations are in effect, the se-
quester amount will be prorated for the period covered by the continuing resolution.
The amount of funds withheld are applied to the full sequester amount once a full-
year appropriations measure has been enacted.

The amount that a sequester can cut an account is limited. The amount of savings
below baseline in an account resulting from full-year appropriations is credited to-
wards the sequester amount. The size of the sequester is reduced accordingly. An
account's final available funding level, as a result of a sequester, cannot be lower
than the baseline level minus the sequester amount as specified in the final order.

CONSTRAINTS ON OMB

OMB is constrained in legislative language regarding economic and technical as-
sumptions in its baseline estimate, including aggregate defense or non-defense
outlay spendout rates, Medicare outlays, pay increases, advanced farm deficiency
and paid land diversion payments, and appropriated entitlements. In 1988, OMB
must use the economics and technical assumptions that it has already released in
its August 20, 1987, sequester report.

The baseline would include inflation (4.2 percent for FY 1988 and OMB January
estimate of the increase in the GNP deflator for later years) and adjustments for
pay raises, FERS, and related personnel costs, rather than assuming no increase in
discretionary appropriations, for the purpose of measuring the deficit and deficit re-
duction.

Asset sales (including REA) would not be counted towards required deficit reduc-
tion in any year.

Should Congress disagree with OMB's determinations, an expedited procedure
provides for congressional modification of the final sequester order.
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BUDGET PROCESS PROVISIONS

The conference agreement contains provisions regarding a two-year appropria-
tions experiment (sense of Congress), prohibiting counting savings from year-to-year
transfers, financial management reform (sense of Congress), extending state and
local cost estimates, extending Senate reconciliation restrictions (Byrd Rule), prohib-
iting policy deferrals, prohibiting resubmission of rescission requests, requiring one
set of economic assumptions in the Senate, clarifying time limits for budget resolu-
tions, appeal of certain rulings in the Senate, section 302(c) of the Budget Act, and
credit reform study.

Relationship of REA Prepayment Reconciliation Instructions to
Revised 1988 Gramm-Rudman Targets

Mr. CHILES. The $23 billion 1988 deficit reduction target in the
revised Gramm/Rudman/Hollings legislation has raised some ques-
tions regarding the status of reconciliation instructions contained
in the 1988 budget resolution.

As you are aware, the $23-billion target cannot be achieved
through the use of asset sales or prepayment of loans. In fact, REA
sales have been specifically mentioned in summaries of the
Gramm-Rudman compromise as not counting toward the target.

I can understand how the Agriculture Committee could be con-
fused about whether or not they are still required to include the
REA prepayment provisions in their reconciliation legislation.

I would like to make it clear that the change in the sequestration
target does not in any way affect the reconciliation instruction to
the Agriculture Committee regarding REA prepayment. They are
still expected to lower budget authority by $1.33 billion in 1988 and
increase contributions and reduce outlays by $8.548 billion. "Con-
tributions" is the term we used to cover our assumption on REA
loan prepayments.

Hopefully, this will clear up any misunderstanding which may
have occurred on this important point. While the deficit reduction
generated by the REA prepayment is a one-time savings it can still
make an important contribution to reducing our deficit in 1988.

Mr. Gramm addressed the Chair.
The PRESIDING OFFICER. The Senator from Texas.
Mr. GRAMM. Mr. President, first I want to thank everyone who

was involved in this conference, beginning with Senator Chiles. I
would like to thank my colleague from Texas, Senator Bentsen,
who was chairman of the conference. I would like to thank Senator
Packwood. I-would like to thank Senator Domenici and all the
other people who were on the conference. I would like to thank
them for a lot of reasons.

No. 1, of all the conferences I have been on in my 9 years in Con-
gress, this was the toughest, the longest, and the most complex.
There were many occasions when virtually every side of the debate
had an opportunity and, in fact, a lot of incentive, to give up on
fixing the Gramm-Rudman-Hollings law. And through all of that, I
think we have produced a remarkable bill. I think as you look back
at where we started that day when I sent an amendment to the
desk on behalf of myself and all of the principals involved in this
debate, then you look at where the House initially was on this
issue, and then you look at the final document it would seem, quite
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frankly, something of a miracle, even to someone who has been in-
volved in this from the very beginning, that we find ourselves here.

I would like to review very briefly where we are, what we did
under the old law, why this change is needed, and what this
change is aimed at producing. Then I would like to address several
issues that relate to where we go from here if this bill is signed
into law.

I would like to address some of the criticisms I know will be lev-
eled at the conference product in areas such as its impact on Na-
tional defense. However, let me begin by recalling for Members of
the Senate where we were when we adopted the original Gramm-
Rudman-Hollings law. We had suffered 5 years of frustration
during which the deficit had continued to mount. We had doubled
the national debt in 5 years. We had come off a bitter budget cycle
and, at 3 o'clock in the morning, we had taken action in the Senate
to address the deficit problem only to have that success die in con-
ference. And we were facing a $2-trillion debt ceiling. It was in
that environment that this idea was born. It is not a complex idee,
although it takes a lot of paper to set out the technicalities. You
will hear discussion today about baselines, and about how we used
this baseline and other technicalities. But when you get down to
the bottom line the idea here is pretty simple.

The first principle is that we have an economic crisis, that the
deficit problem imperils national security, imperils the future of
America, imperils the future of our children, and that the old
system was not working.

In initially thinking about this concept in the original Gramm-
Rudman-Hollings law, the thing that drove me to the idea of bind-
ing constraints was a recognition that every time we vote on a
spending bill all the people who want money from the American
taxpayer are looking over one shoulder and sending letters back
home telling people whether we care about the old, the poor, the
sick, the tired, the bicycle rider and the list goes on and on and on.
That is the American system. I am not complaining about it.
People have a right and an obligation to let people know how we
vote on the spending issues.

The problem is that very seldom is anybody looking over our
other shoulder, sending letters back home, telling people whether
we care about the taxpayer and about the people who do the work
in this country.

As a result, day in and day out, whether the issue is buying
rights of way on a trails program for bicycle riders, or whether the
issue is spending on any one of literally thousands of programs, the
people who want the money are organized politically, while the
people who are out trying to work, to save money to buy a home, to
send Johnny to college, are too busy working to be involved in the
debate. So the spending went on and on and on.

A premise of the original bill was that there was an economic
emergency. And who could doubt that there was an emergency?
The deficit was $233 billion, the largest deficit in American history.

The original bill declared an economic emergency and set out a
5-year program to achieve a balanced budget. It required that the
President submit budgets that reduced the deficit in five equal
parts to zero. It made it not in order for Congress to consider budg-
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ets that did not meet the targets. It required that amendments
which spent money be zero sum in the deficit, which, in the lan-
guage of the fellow in the street, means that if you want to add
money for a mother's milk program, you have to kill off a hog
somewhere to pay for it. It made budgets binding down to the sub-
committee level.

The public never understood that, despite the budget debates and
the hot rhetoric, the budgets did not matter because they were-not
binding.

Finally, in I guess what was probably the most novel part of the
bill, it had what the distinguished Senator from South Carolina
called truth in budgeting. It had a provision that gave us as assess-
ment of whether we had met the budget targets that we had writ-
ten into law; and if we had exceeded those targets, there would be
an across-the-board cut in spending, which brought us down to the
targets. The original bill provided a period of time for us to come to
our senses and go back and do the job right, or else those threat-
ened, automatic cuts would go into effect. That was the basic law
we adopted some 21/2 years ago.

There were problems with the bill from the beginning, and to
some extent they had something to do with politics. When the ini-
tial bill passed the Senate, the immediate cry from the House was:
"If reducing the budget is such a good thing, why don't we do more
of it now?" Those who were critical of that view saw that as an
effort to stuff so much down the turkey's throat that he died before
he ever got old enough to do any good.

Our problem was that we were forced, as part of the political
process, to accept a deficit figure for the first year that was based
on a budget that- was passed 6 months before the Gramm-Rudman-
Hollings Act was adopted. A budget that was phony from the very
beginning, in terms of the targets it had set.

The deficit, in reality, was $233 billion, not $172 billion, and we
were behind the spending curve by about $60 billion from the very
beginning.The second problem was that in trying to come up with a politi-
cal compromise between the House and the Senate, and between
the executive branch and the legislative branch of Government, we
had trouble deciding who ought to be the final arbiter of what the
deficit was and whether or not we met the target. We decided, as
part of a political compromise, to have OMB, which is the budget-
ing arm of the President and CBO, which is the budgeting arm of
Congress, report on the deficit. Then the General Accounting Office
would audit the accounts of the Federal Government based on
these findings and certify a deficit number. We chose the General
Accounting Office because of the fact that it did studies for Con-
gress, it settled financial disputes and determined financial settle-
ments for the executive branch, and the Comptroller General was
viewed as being independent of both Congress and the President.

We knew at the time that there was a potential constitutional
problem. In fact, the Court had ruled twice on the issue--once that
the Comptroller General was a member of the executive branch,
once that he was not. Therefore, we wrote a backup provision into
the bill. The Supreme Court, based not on Gramm-Rudman-Hol-
lings but on the 1921 Budget and Accounting Act, subsequently,
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ruled that because Congress had the power to remove the Comp-
troller General by a two-thirds vote of both Houses, without the
compliance of the President, Congress therefore controlled the
Comptroller General. The Court held that he could not, therefore,
carry out an executive function and as a result he could not be the
person to certify the deficit.

As Judge Scalia said, basically the problem was not the process
but the individual who we had chosen to certify the deficit on
which the process would hinge. That pushed us back to the backup
prQvision, which required Congress to vote on the across-the-board
cuts.

People ask me: "Has the original Gramm-Rudman-Hollings law
worked? Is it a success?" I always say: "It depends on your defini-
tion of a success. If you define the success of religion by the
number of saints in the world, religion is a failure."

We never met a single target that was contained in the original
Gramm-Rudman-Hollings law. From the point of view it failed; pri-
marily because we couldn't use the club in the closet that threat-
ened automatic cuts and that forced us to do what was unpleasant
politically to do. But if you define the success of religion on the
asis of whether the world is better off with it or without it, then

religion is a resounding success; and I believe that, by the same
definition, so is the Gramm-Rudman-Hollings law.

Under that law, the deficit has come down from $233 billion to
$157 billion. I do not claim for a moment that all that deficit reduc-
tion has been due to this one, single law, but I also believe that
there is not one person here who would honestly say that it could
have been achieved in the absence of this law.

We are back here today because things have started to fall apart
in terms of our ability to make the original law work. Beginning in
January of this year, we have seen the deficit rise, and we have
moved from a situation where the deficit had fallen for 2 years to a
situation where the deficit is going up again. As the deficit has
risen, interest rates have started to rise and housing starts last
month fell off sharply all over the Nation.

It--is important to remember that a lot of the progress we made
under the original law occurred because when we passed the
Gramm-Rudman-Hollings law the financial markets of this country
believed for the first time in 25 years that Congress was serious
about deficit reduction. As a result of the change in expectations
about the deficit, about the financial demands imposed by the Fed-
eral Government on the financial markets of the Nation, interest
rates fell sharply; and because the Federal Government is the
world's largest debtor, the deficit nose-dived.

But the financial markets have wised up to the fact that Con-
gress is off on another spending spree, that the deficit is rising,
that interest rates are going up and there are clearly troubling
signs on the economic horizon.

What is now the longest economic recovery in the postwar period
is jeopardized by the fact that the deficit and interest rates are
going back up. The impact that will have on inflation and on our
balance of trade can have catastrophic consequences for the eco-
nomic recovery and our ability to create the jobs and growth and
opportunity that our people want.
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It is that crisis which has brought us to this day and to this bill.
This bill is in every way, in my opinion, superior to the original bill
based on what can be actually done. What we have accomplished
here-and I am not going to go through it in great detail, because
Senator Chiles has done that-is we have gone back and adjusted
the targets to set out a realistic path to balance the budget.

We require in this first year that the deficit be reduced by $23
billion from the deficit that would occur if you took the level of
goods and services bought by Government last year and went out
and tried to buy them again. Now, $23 billion worth of deficit re-
duction in the next 45 days is going to be tough. Since we have not
saved any money, or reduced the deficit at all in the last 9 months,
trying to reduce the deficit by $23 billion in the next 45 days,
which is what is required by this bill, is going to be very difficult
indeed.

But I believe that by setting out that requirement and then by
achieving that result, we will have an immediate impact on inter-
est rates and we will help sustain this recovery which has been a
boon to the whole Nation.

Quite frankly, in my part of the country, we have not shared in
much of the recovery for the last 2 years; we are just now begin-
ning to see our economy revive, but we realize that we cannot have
a full-blown economic recovery if the economy of the Nation goes
sour.

So I believe that while it is going to be difficult to reduce the def-
icit by $23 billion in the next 45 days, the economic benefits of
doing it are going to be substantial.

We are going to hear today from many Members who are going
to make their decision based on the difficulty of meeting this $23
billion deficit reduction target.

I want to remirid my colleagues that two-thirds of the Members
of the Senate voted for the original law that had a more difficult
deficit reduction target than the one that we are setting out in this
law.

Second, I want to address the defense issue head on. I believe in
a strong defense. I have been in the Senate for 3 years and in the
House for 6, and my record demonstrates that I have consistently
supported a strong defense. I have no doubt about the necessity of
providing a strong defense to keep Ivan back from the gate and to
keep the world free and to preserve the peace.

In the House I helped write a budget which reordered national
priorities, which increased national defense, which helped us re-
cruit and retain in our Armed Forces the finest young men and
women who have ever worn the uniform of this country and which
helped us modernize our strategic and conventional forces.

I do not believe that the requirement to reduce the deficit for the
next fiscal year by $23 billion in the next 45 days imperils national
defense. The plain, said truth about national defense is that we
have already had that debate. The reality is that while there will
be an effort to involve the fix in Gramm-Rudman-Hollings with the
debate about defense, the defense spending debate is over. When
the Congress adopted the budget earlier this year, we set into con-
crete the fact that we are going to have the low-tier number in de-
fense. If you are worried about that number and you vote against
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Gramm-Rudman because of that concern, you are still going to get
the low-tier defense number and if you are worried about that de-
fense number and you vote for the Gramm-Rudman-Hollings revi-
talization law you are still going to get that low-tier defense
number.

The reality is that the defense issue is settled and, in fact, with
the low-tier defense number and with the other things that have
been done in the budget, with the user fees and revenues proposed
by the President, and with a reasonable compromise, we can put
together a package and meet the $23 billion of deficit reduction.

So, I believe that the defense figure in the budget adopted by
Congress is too low. I grieve over that number. But that number
cannot be raised by not reaffirming our commitment to balance the
budget. That is an important issue, but it is not an issue here.

Second, I want to remind my colleagues that, while Ivan is in
fact at the gate, there is a wolf at the door. There is no way in a
free society that we are going to be able to provide for the defense
of this Nation unless we have a strong and vibrant economy, and I
believe that dealing with this deficit is a critical factor toward
achieving that goal.

A second concern that is going to be stressed here is a concern
about raising taxes. I oppose raising taxes. I do not believe that we
must raise taxes to meet the targets set out in this bill, but I do not
know yet how Congress will deal with the tax issue.

This bill does not guarantee what the outcome of the battle will
be; it does guarantee that there will be a battle and I, for one, am
willing to fight that battle, so I want to address the people who
share with me opposition to a tax increase and those who have
shared, too, the President's vision for America. The unfinished
business of the Reagan agenda is the Federal deficit. If you believe
in what Ronald Reagan has done in terms of reordering priorities,
strengthening national defense, putting more money back in the
pockets of the people who earned it in the first place, providing in-
centives for people to work, save and invest, then unless we deal
with this deficit and do it now we are setting ourselves up, no
matter who the new President is, for a massive tax increase, that
will assault exactly that area of the Tax Code that we have fought
so hard to reform.

If we do not deal with this problem, we are in for a massive tax
increase and soon, and the tax increase is going to fall where all
tax increases fall, on the backs of the working men and women of
America. If that happens, if we raise marginal tax rates, if we go
back and put heavy burdens on inheritance taxes, assaulting the
family in the accumulation of capital and wealth, then all of our
work in the last 7 years will have simply produced a little blip on
the trend line and we will be going exactly in the direction we
were headed in before. I believe that is the wrong direction.

I do not know how we are going to come up with the $23 billion.
I know how I would do it. I believe out a $1 trillion-plus continuing
resolution I could easily squeeze $23 billion worth of unneeded
spending out of it.

In fact, if you set out with the numbers, look at where we are in
defense in terms of the cap that Congress has put on, look at what
the Budget Committee did, which was not enough in my opinion, in
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controlling spending, but if you bring all those things together $23
billion is not heavy lifting or cruel and unusual punishment. It
does, however, represent a down payment which gets us binding
constraints and fixed targets and allows Ronald Reagan to leave
office with a binding process in place to balance the Federal
budget. It also, it seems to me, does something else that is good for
America. If we pass this bill today and the President signs it, in
1988 when all the Presidential candidates go out running around
the country telling special interest groups how they are going to
bring home the bacon with Gramm-Rudman-Hollings and automat-
ic cuts in place, the first question they will have to answer is:
Whose smokehouse is that bacon coming out of?. How are they
going to pay for it? What programs are they going to take money
away from to give money to this special-interest group? Whose
taxes are they going to raise? I believe that is the kind of debate
we need.

I know that this is a difficult decision, but I believe that anybody
who supported the original bill ought to support this one. If there
is a valid criticism of this revitalization act, it is that it does not do
enough. The criticism is not that $23 billion is an unrealistic reduc-
tion in the deficit. It is that we could do more. If there is a valid
criticism, it is not that the targets set out are too tough, it is that
they are not tough enough.

I am not making those criticisms it is not so important what year
we balance the budget. It is important to me that the deficit de-
cline and that it be balanced during the lifetime of the Nation.
This bill guarantees that. With a new President in 1989, that new
President will have to submit a budget that meets a fixed target.
Obviously, there can be efforts to repeal this law, but there is going
to be great opposition.

The American people are concerned about this bill. They are con-
cerned about across-the-board cuts. In the abstract, everybody
wants to balance the budget. But nobody wants to do the things
you have to do to balance the budget. But the American people
know what the Senator from Oregon has already said: This may
not be the best possible solution, but nobody has come along with a
better one.

I believe that this is the last train out of the station. For those
who want to deal with the deficit, this is the last real chance we
have to do something about this problem, not just today, but to get
the job done over the next decade. For those who believe that the
Reagan agenda should be made permanent, I am absolutely con-
vinced that this is our final opportunity during the Reagan Presi-
dency to deal with this problem.

There is a quote that I identified with and believed in when it
was first said, and I believe in it today, and I believe that it applies
directly to this bill. In dealing with the deficit problem, in chang-
ing the political system to try to control spending, if we do not do
it, who is going to do it? If this Congress and this President cannot
deal with the deficit problem, what Congress and what President
are going to do it? "If not us, who? If not now, when?" Ronald
Reagan said that about changing the direction of America, and we
changed it.
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The question before us today is: Are we going to make those
changes permanent or are we going to refuse to deal with the No. 1
problem in America, which is deficit? I urge my colleagues to take
the long view, to vote for this bill, to give us a strong vote so that
we can show the Nation that there is a commitment to balance the
budget, that we are willing to make the tough choices.

If we adopt this bill today, it puts the fat in the fire. We are
either going to rend lard by controlling spending or we are going to
put the fire out by raising taxes. I am not indifferent in that
choice. But we will at least address the issue. And I believe that,
regardless of the outcome of that debate, the American people will
be resounding winners, that the economy will be stronger, and that
the American people will have a brighter future.

I want to conclude by thanking all of the Members of the Senate
and the House who have worked on this bill. This bill has been
mortally wounded on a dozen occasions. But on each occasion, it
has come back to life and it has come back to life because it meets
a need that cannot be met without binding constraints.

I urge my colleagues to vote for this bill, for a reaffirmation of
our commitment to balance the budget, for binding constraints on
Congress that force Congress to do what every family and every
business in America has to do every year-set priorities, make
tradeoffs. That is something we have not done a good job at in the
past that we must do a good job at in the future.

I urge my colleagues to vote aye, and I yield the floor.
Mr. Domenici addressed the Chair.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DoMENICI. Mr. President, I am thinking back to about 18

years ago when I was the equivalent of a mayor of my home city of
Albuquerque. We were trying to do something that we thought was
very good for the city of Albuquerque. We called a meeting and in-
vited all the people to come and listen to us talk about this great
project. A very distinguished citizen that was opposed to it knew
that the event was rigged. Obviously, what the mayor wanted, the
mayor was going to get. And he came along with a little entourage
and showed up a bit late-sort of like I did this morning. I was lis-
tening as the distinguished speakers that preceded me spoke, but I
could not be here. But he came along a little late and everybody
noticed him. I do not know if everybody is noticing me. That is ir-
relevant.

But as he walked by, he put up his hand and he noticed that
nobody was very pleased to see him and that they did not really
want to hear what he had to say. He smiled and said: "I sort of
feel, Mr. Mayor, like a skunk at a lawn party."

Well, Mr. President, since I have been battling for about 7 or 8
years, I do not have the least bit of reluctance to at least mildly
pat myself on the back. I have been living with deficits for a long
time. At a point in time when I thought defense was outrageously
high, I was not reluctant to have a big confrontation about it.

I can remember some pretty vivid details. I can remember being
on the telephone in the back room, during the middle of a markup
in the Budget Committee, after waiting 8 weeks ror some accommo-
dation on defense, having the President personally ask me to delay
things. And I had to sit there, and I can tell you honestly-it was a
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few years ago-it was pretty quick for the beads of sweat to come
down my forehead, as I said, "No, you're too late. It's too late. I
told you what we ought to do. It's not going to be done. We are
going to do our job."

So, Mr. President, it is with real reluctance that I come to the
floor of the Senate today to urge that the U.S. Senate not adopt
this measure. Frankly, if I had any significant influence over the
President of the United States, I would tell him to veto it. If he
asks for my advice, I will tell him to veto it.

But there is one thing in it that is good. We will quit playing
games with the debt limit of the United States.

Accidentally, almost as an afterthought as this debt limit came
to the floor, one of the distinguished members of this body-I do
not recall which-suggested that we ought to extend this debt limit
so that it would go on into the next Presidency. And nobody resist-
ed that very much. Everybody said, "Well, as long as we get a
Gramm-Rudman fix on it, let's do it." Well, we have done that.

And I submit that there are probably not many people in this
country who understand how many hundreds of millions of dollars
we waste playing games with this debt limit; how close we get to
putting the credit of the United States on the line when, as a
matter of fact, the debt limit is nothing more than the recognition
of the debts that we have incurred. They go out there and sell
Treasury bills to pay for what we have incurred in our entitlement
programs or our appropriations.

So, clearly there is one good thing about this bill.
Beyond that, Mr. President, this particular Gramm-Rudman-Hol-

lings fix hardly deserves the name. It hardly deserves the name.
My good friend from Texas said how Gramm-Rudman-Hollings

has worked. I have taken to the floor and said it worked. I remind
the Senate the only time it really worked was when we had an
automatic sequester, a wild and crazy one midway through the
year. People have looked back at that and said, if you are going to
do a sequester, do it across the board and do it before the year
starts.

Remember that one we did in February or March? You would
think we would learn a lesson.

Then the other thing it did was last year when the binding
target in Gramm-Rudman-Hollings brought us a substantial deficit
reduction, even without the hammer. Argue as one may that it was
made up of a strange mixture of things that people do not like-
such as asset sales and a credit for the tax bill that we predicted
was going to be there-but we hit the target.

Indeed, I remember telling the distinguished Senator from Wis-
consin when he almost jokingly said: "Are you serious? That
budget is going to yield $154 billion?" I think I looked at him and
said well, if it is not $154, it is going to hit $155 billion. I am now
reading that that is about what it is.

We did that without any hammer because there were some
points of order and a little discipline.

I have a series of prepared ideas but my friend from Texas has
mentioned so many things that I am going to get sidetracked for a
minute. Let me just suggest for starters, this is a Trojan horse and
nothing more, to implement a budget that the U.S. Senate on the
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Republican side has not voted for. It is essentially a Trojan horse to
implement it, plain and simple.

No. 2, my wonderful friend from Texas stands up here before the
U.S. Senate and says: Vote for this,..Gramm-Rudman-Hollings fix
and you are not voting for taxes. Why, Mr. President, he is saying
he is not going to vote for taxes. That is for sure. There is no one,
no one, Mr. President, at any conference I have been at, except my
friend from Texas, that is hiding that. The question is how much in
taxes?

Obviously, I can stand up here and say, well, I am voting for this
because I know what my budget will be and it will not have any
taxes in it. But let us be honest about that. That is mine. That is
not the U.S. Congress. Anyone that wants to buy the idea that
there is not going to be new taxes resulting from this Gramm-
Rudman-Hollings fix is literally and absolutely kidding himself.

Actually, I had harsher words than that, but I will not say them.
Let us just say that they are kidding themselves and the junior
Senator from Texas is kidding himself. It is not a question of
whether he will not vote for them. Of course, he will not, if that is
how he feels. But this Gramm-Rudman-Hollings fix is borne out of
the idea that we could not get $21 billion in taxes, or $19 billion as
proposed in the budget that cleared here a few months ago, and so
we are doing it another way.

Before anyone says, you know you are going to have to have
some taxes sooner or later to fix this budget deficit-yes, indeed,
we are. As a matter of fact, I offered a budget that had$10 billion
or $11 billion in taxes in it. It got 22, 24 votes. But there were a lot
of other things in that budget that are not -going to be in this
budget when it winds its way through this Congress. You can be
assured of that.

I submit that the enforcement mechanism, this sequester is the
strangest thing I have ever heard of. We are sequestering off of hot
air; not sequestering off of expenditures. I tell you that so the aver-
age American would understand.

If you are going to seek a sequester to bring the deficit under
control and if sequester means an across-the-board cut, Mr. Presi-
dent, you would think that would mean cutting off of existing ex-
penditures, would you not? If you were to say to anybody: Well,
here is what you have been earning. Here is what you have been
spending. Now we are going to cut those expenditures. You would
say, how much did I spend? $100. We are going to sequester, we are
going to make it $89.

That is not what this sequester is all about. We invented a new
baseline to cut from so it will sound like we are cutting a lot when
we are cutting nothing. Would you believe that the starting point
for discretionary appropriations under this baseline is $13 billion
higher than this year's expenditures? So if you went down to this
year's level of expenditures, you would have already saved 13 of
the 23.

But that is not going to happen. Why is it not going to happen?
Because there are not going to be any of those cuts on the domestic
side. The reason we are here is because that agenda is set.

How are we going to get to $23 billion? Has anybody seen a piece
of paper by those who are putting this together, appropriators, Fi-
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nance Committee leaders, Ways and Means Committee leaders?
Has anybody seen a piece of paper that says we are going to reduce
domestic expenditures from the allocation allowed by this year'sbudget?What I have seen, Mr. President, is it is going to go up half a

billion. No cuts there.
Where are we going to get this $23 billion? That leads me to

what is wrong with this proposal. There are many things wrong
with it but it leads me to what is wrong with it in essence.

Mr. President, whether Gramm-Rudman-Hollings works or
whether it does not, whether it is the greatest thing that happened
to American fiscal policy or whether it was never going to work-I
do not know which-but essentially it was calculated to cause a
train wreck. Some have called it a guillotine, to bring the President
of the United States and the Congress into an interplay to reach a
solution satisfactory to both and to avoid a sequester.

Well, Mr. President, let me tell you. That is not the case any
longer. My friend from Texas, who I greatly admire and respect,
may think that is the case, but it is not. I am going to talk later
about why it will not work in terms of getting to a balanced
budget. Essentially it is because it does not have fixed targets; but I
will tell you about that very shortly.

Mr. President, what this is calculated to do is to say to the Presi-
dent of the United States: You either sign a bill with new taxes in
it between $11 billion and $15 billion or you suffer a sequester.

Mr. President, there is not even any assurance that the high tier
defense number will be in that equation. That is $296 in budget au-
thority.

As a matter of fact, as you approach $296 billion you have got to
start adding more taxes because there are no other savings. Sena-
tors ought to wonder, where is the blueprint to get the $23 billion?
We used to have reconciliation.,Now there is no blueprint.

This $23 billion will be pulled out of the air, other than about $2
billion or $3 billion in reconciliation savings that have nothing to
do with revenues that I assume we will keep. Chalk that up on
your blackboard, $2 billion to $3 billion.

Where is the rest going to come from? It appears to me that it is
going to come from taxes, and what else? Does anybody have the
slightest idea what else? Defense cuts. Plain and simple, defense
cuts. No doubt about it.

My friend from Texas may want to stand up here and say we
have lost the defense fight. I do not believe it. We have been here
on the floor of the Senate for 10 days debating what the distin-

uished Senator from Georgia must think is a very important bill.
He put up with 2 months of delays. The distinguished floor manag-
er knows why. That committee worked very hard.

Did they bring us a bill that is a joke? Do you know how much it
takes to fund that bill? $302 billion. Not $296 billion, not $289 bil-
lion, which is the low tier in this budget, and not $279 billion to
$280 billion in budget authority, which is going to be the sequester
level in defense.

Regardless of what is said around here, there is no longer the
ambiance between the Congress and the White House to work
something out in the event of a sequester. There are only two
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things to be worked out, because the domestic spending cut is
worked out. There are not going to be any-there are not going to
be any-there are not going to be any-how many more times do
we have to say it, I defy anyone to come down here and say the
Senator from New Mexico is wrong.

There are going to be some real cuts somewhere else that I have
not seen in anybody's budget, in no appropriations bill. The cuts
are going to be from defense, plus the little tiny pinch that is in
reconciliation for Medicare and a little tiny piece from the Energy
Committee which, when you look it over carefully, is a joke, an ab-
solute joke.

In the Energy Committee, we are going to say we are saving
money because we are going to a new law with only one site for
high-level waste disposal instead of three and still leave it in the
appropriations account where next year they can change it howev-
er they want. That is the kind of savings we can expect.

So, Mr. President, there no longer is any kind of balance to nego-
tiating. We are giving the President an option and the Congress
and all those who vote for it that is plain and simple. We don't
know how much we have to cut because, you see, there is no recon-
ciliation or appropriations bill in place. So we are shooting in the
dark; there is nothing in this bill that tells us how much we are
going to save in appropriations. It is all hypothetical but I told you
it is off a baseline that is not reality. It is a baseline, a starting
point, that is inflated by 4.2 percent across the board so we are
really not sure where we are going.

Nonetheless, it is more taxes and less defense. I hope that some
of those who have worried about defense, as I have, will come down
and ask some of these who are going to be putting this package to-
gether-I assume it will not be this Senator, I assume it-willbeathe
majority putting the package together. Ask them, where is the lan-
guage that says if we vote in taxes, the taxes will go to the high
level of defense so that at least they can get a shot at the $296 bil-
lion, which is what the distinguished chairman and all of his help-
ers, bipartisan, said was the absolutely lowest number.

It is not in here. It is not in here because if you put it in, it
would have caused havoc in the House. They probably would not
have voted for it, although it is in the budget resolution. It does say
there if you want to vote in $21 billion worth of taxes, you will get
your defense number. What about $15 billion? What about $13 bil-
lion? What about $11 billion? Do you transfer some of that to de-
fense as contemplated in the original budget resolution? I think
not, and I will tell you why: because the arithmetic does not add
up. If you transfer it to the high level of defense, you have to raise
more taxes, to repeat myself, because there are no other cuts.

Now, Mr. President, those who think there is some magic in
Gramm-Rudman-Hollings, that it is a solution to our fiscal prob-
lems, that it is going to be part of the next Presidential debate, as I
hear my friend from Texas talk about, I submit to you that long
before that day it will be exposed for what it is.

Now let me move on.
A very interesting thing has happened with the sequester propos-

al in this package, very interesting. There are some who would say,
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"What in the world is the Senator from New Mexico talking about
all these technicalities for?"

The sequester, the so-called even-handed cut automatically occur-
ring across-the-board-the hammer-is at the heart of this. Let me
tell you what inadvertently, I am sure, was done.

You see, Mr. President, in the old Gramm-Rudman-Hollings law,
if an across-the-board cut was going to occur, it occurred off of
something that was real. What? Current law. So you looked out
there and said, "Here are all the appropriations and entitlements
and whatever we took out of the budget is out; then, cut across the
board."

Well, interestingly enough, the new baseline, the hypothetical
line from which you cut, is the current level. You add 4.2 percent
to it. I assume, to be fair, you add the 4.2 percent to defense also.

Is that not interesting? You have domestic raised 4.2 percent
over this year's level, and you have defense raised 4.2 percent over
this year's level.

Do you know what that number is for defense? It is higher than
anybody had in mind around here. It is higher than the $296 bil-
lion or the $301 billion. Now you are going to cut from that $11.5
billion, if, as a matter of fact, you have to do the whole $23 billion.
You cut $11.5 billion.

I will get to the fact that the way we read the language dealing
with the sequester and the continuing resolution, no one is sure
that it will be a 50-50 split between defense and nondefense.
Anyone who wants to stand up and say they are sure of that with
this language does not read English. But theoretically that is the
case.

Well, Mr. President, that leaves you with a defense number after
the sequester of about $280 billion in budget authority, or there-
abouts, depending on the outlay to budget authority ratio.

Well, my friends, we may have the biggest surprises of our lives.
There is no willingness on the part of the Congress at this point to
talk about raising defense, and you talk about raising taxes to get
to the $23 billion. Is it not going to come as a shock if Ronald
Reagan says, "Well, you did it to yourselves. You do not want to
give me a reasonable amount for defense. I might have gotten $4 or
$5 billion more than the sequester."

Maybe. But nobody has assured him of it, so let us just let the
sequester take place.

"You all like this process so much so we are just going to do
that."

Mr. President, I am not averse to cutting, but never, never,
would I produce a budget to get $23 billion that would cut in a
manner that an automatic sequester does. It just cuts everything
across the board, assuming we know what the board is, which I am
not sure we do.

But I will give you my best judgment of how interesting that sce-
nario might be.

Well, in the event we have outdone ourselves and really come
forth with a fix here, energy will be cut $1.2 billion, agriculture
automatically $2.7 billion, education automatically $2.9 billion,
income security-that is not Social Security; it is the other pro-
grams-$1.3 billion; veterans' benefits, $1.6 billion. That is just a
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smattering of the sequesters that the President is apt to leave in
place since we are so generous in wanting to put in taxes, reduce
no domestic programs in any orderly way, and then have no assur-
ance that he is going to get anything on the defense side.

Now, Mr. President, there are a lot more things that I want to
talk about and I do, but in no way do I want to use the floor at this
point if there are others who want to speak. It will take a little
time to go through what the sequester means and how we absolute-
ly have no idea how we are going to sequester and how cuts will be
applied to the continuing resolution and I~clearly do not want to do
allof that now. I want to seriously discuss the sequester, how it
applies, how you are going to measure continuing resolutions andjust where the game plan for the $23 billion is and where it is not.
But I close by saying please remember, Senators, as you vote for
this, you are about to be burned for the second time by having a
sequester. This time, it is far more difficult to predict, and far less
certain that it is really across the board. The way I read it, it could
be far less than across the board. There can be many favored ac-
counts. But you are going to have a sequester in place on October
20-20 days into the fiscal year.

And for those who say, "Oh, no, it is November 20," November
20 is the real final, final. But on October 20, 20 days into the fiscal
year, you are going to sequester and withhold payment of the se-
questered accounts pending a final determination on November 20,
I think my friend from Massachusetts, Mr. Conte, in his normal
succinct manner, noted that after October 20 there will not be
enough bushes in the District of Columbia for all of the Members
who voted for this bill to hide under.

Now, they will not have to do that because they all have some
way of explaining that they did not really vote for it, and they ex-
pected something else to happen in between, and really cannot be
serious that we have not had a chance to fix this thing. We have
all the accounts of Government, from those that are very good to
some which many here might not think are so good. But all of
them will be sequestered, across the board, in the event we have
not changed that by a continuing resolution favoring some pro-
grams over others, and in the event some programs by their nature
have not already spent out in the first 20 days. There may be some,
in which event I assume they will not be sequestered at all.

After a while, I understand that people begin to think the lan-
guage is technical, and probably ought to be left to the written re-
ports. Maybe somebody will read them later.

Well, I do not have any written reports. All I can do is tell you
how I feel, and I will have a few more things to say about this
measure. But I must close by telling you my impression of this bill,
as a master game plan for the next 6 years.

First, I will make a prediction. I do not make this with quite the
assurance I had when I said to the distinguished Senator from Wis-
consin, "We will reach our target of $154 billion." But I believe
that when we are all finished and we have done our duty here
under this bill and raised taxes and cut defense and a little tiny bit
of entitlement reform of $2 billion or $3 billion and passed the ap-
propriations, is it not interesting that the following year, we start
off of what? A new Gradison baseline. It has nothing to do with
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targets. It is sort of que sera sera-whatever it is it is. It is going to
be $160 billion by the time we are through reestimating all these
things, and then we are going to say, we inflate that by Gradison
and we cut off of it in order to get to a new, baseline.

Yes, we will be so far from next year's target that the next Presi-
dent of the United States is going to say, "Let's sit down, troops.
Let's talk about it. This won't work. You have been off every year.
You are off again. You had a sequester. You raised taxes and you
are still at $160 billion, and you haven't even come down. So don't
hold me to this next 4 years of targets."

So I am really not saying to anybody out there, as my distin-
guished friend, the junior Senator from Oregon, a former chairman
of the Finance Committee, if you pass this, unemployment comes
down, interest rates come down-hallelujah, we have saved the
economy.

Well, Mr. President, I really do not think anyone around watch-
ing our activities responds on rhetoric. They respond on intelligent
analysis of what we have done, and they are not going to believe
that we are on a 6-year game plan to a balanced budget when we
have no fixed targets in the first 2 years, when we have the kind of
sequester game plan that is permitted here, when we do not even
know what the continuing resolutions, instead of appropriations,
are going to mean, when we have a very, very high possibility that
committees will put into their own bills what the baselines are. I
look for that to be the next "jimmy" around here. You put it in
your appropriations or some bill. Here is the baseline for this pro-
gram and do not fool with us.

Now, obviously, the distinguished occupant of the chair will say
we will catch that, and we will take care of it. Well, I am not too
sure. Most appropriations are done in conference, and I can see a
few of those coming down the line.

So for now, at least, I have three or four Senators who want to
chat a little bit on this. I need more time for myself, after a 5- or
10-minute break. I will be back shortly and complete my remarks.
For now I thank the Chair and I yield the floor.

Mr. Chiles addressed the Chair.
The PRESIDING OFFICER (Mr. Hollings). The Senator from Florida.
Mr. CHILES. Mr. President, I did not get a chance to listen to all

of the remarks of my distinguished colleague from New Mexico,
and former chairman of the Budget Committee. But I did hear
some of them. And I think I have the gist of those remarks, that is,
we do not have a perfect solution here. This does not solve all of
our problems. And you can say that a year from now there may be
another problem, 2 years from now another problem, and there
may be a problem that defense could get cut in this, and there may
be a problem that revenues have to be raised in this.

All of those are true. All those problems are there. This is not
the end all, fix all. But, Mr. President, this is the next step that
has to be taken if we want to go forward to another step to do
something about the deficit.

What if we do not pass this? And I think that is what we have to
look at, because we are comparing this to nothing. It is, how do you
like your mother-in-law compared to who? I think there has to be
some kind of comparison that you have to make. And how do you
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like this compared to nothing? With nothing, first, we have chaos.
With those financial markets with interest rates starting to go up,
bond rates starting to go up, the stock market getting very shaky
and accelerating and decelerating at 30 or 40 points a day or more,
think of what it is going to do. One, if we have the chaos of having
no debt ceiling, running out of money at midnight sort of tonight,
or supposedly we fall off the cliff a few days from now; but also if
we have that kind of chaos, and then the sort of certainty out there
that we have abandoned the discipline or attempting to do any-
thing about the deficit.

This is the signal it sends: That you are abandoning, you have
forgot about it, the Congress decided this thing was popular for a
few years but when we came to the point where it might get bind-
ing, we might have to do something, we might have to get realistic
with it, and as long as you have a $50 billion float, nobody is going
to vote for that sequester, and you are getting about where you
may have to do something, then we quit. We abandon. That is what
I think you had better compare it with because that is the worst of
all things that could happen.

What happens with us? It is interesting. I understand the junior
Senator from Texas said this does not cause taxes. The Senator
from New Mexico says this causes taxes.

So you can take either one of those propositions, and either one
of them can be true. Either one of them can be true depending on
whether you want to assure a $23 billion sequester.

Absolutely, you would not have to have any taxes, and maybe if
you want to assure that there is not going to be, there has to be
some revenue in this proposal if you are going to assure that.
Again, if you want to protect defense and get defense with the high
tier, yes, there has to be some kind of revenue.

But, on the other hand, you do not care about that. If you do not
care about paying for defense or do not think the American people
are ready to pay for defense for a level of defense that we ought to
have to really protect ourselves, then you can buy the sequester ar-
gument. You can say you can take that.

But to me, Mr. President, we have to do something. And when
we take this step, this not the end-all. Then we move to reconcilia-
tion. Everybody is saying but what about? This does not guarantee
the high tier of defense. It does not. It does not guarantee the low
tier. It does not do either one of those things.

But it is, again, the most important ingredient or the step that
you must take if you are going to move on to reconciliation. If this
is law I hope-and the Senator from Florida has a hope in this, too,
like the other people-at that point the White House and the
President sits down with the leadership, Mr. Rostenkowski, Mr.
Bentsen, the leadership that will be working on this, the Speaker,
the majority leader, the minority leader, the whip-those kind of
people and say, look, now. Let us sit down and do something for the
country. Now let us sit down and come up with a plan that will
give some kind of certainty out there that finally we are going to
kind of march in unison.

Are we that far off from being able to do something with this at
$23 billion? I say not. I say that with everybody being able to win.
There has to be some kind of situation in which the President can
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say, "I win, I finally made those fellows make those spending cuts
first, and I finally made them do something to lock in a defense
number. For 2 years-it could be 2 years-for the remainder of my
term." And Congress can say we finally got the President to sit
down with us, and we finally got ourself on a track of how we
would pay for defense, and how we would put that together.

All that I think is possible. Will it happen? It is the Senator from
Florida's fondest hope that it will happen. It will not happen if we
do not pass this. It will not have a chance of happening. That will
be the end of that. It has the possibility and a chance of happening
if we do pass this. That is why I think it is very important that we
take this step and the House has done it. I am delighted to see the
numbers and the way in which they have done it.

I will speak a little further to that in a little while. It is the re-
sponsible thing now for the Senate to take this step. I certainly
hope that we will.

Mr. Roth addressed the Chair.
The PRESIDING OFFICER. The Senator from Delaware.
Mr. ROTH. Mr. President, you have heard of legislation on a "fast

track," well, this is legislation on the "tax track." And I believe
that it is the wrong track for the American taxpayer. Once again,
we have become mired on the road of good intentions. I speak of
the conference report to reinstate the "big fix," the automatic
spending reduction of the Gramm-Rudman-Hollings process. There
is a big question as to whether the conference report is in the eco-
nomic best-interest of America. While some say it will reduce
spending, others believe-that given the nature of Congress-it will
not. Defense outlays will be cured, but I am doubtful that domestic
spending will be restrained.

Since coming to Congress, I have been a strong proponent of con-
trolled spending. I have long believed the American people should
spend their own money-when they want, where they want, and on
what they want. Economists will tell you this is how our markets
grow. To this end, I sponsored a constitutional amendment to bal-
ance the budget, and I have favored the Presidential line-item veto.
These would encourage us to control spending without tax in-
creases. In addition, I have repeatedly voted against measures
which would increase Federal spending.

The Gramm-Rudman-Hollings process-a process that began as a
cost-cutting and deficit reduction measure-once again puts us
firmly in a position for tax increases. And as we examine the con-
ference report, we see that it could provide-intentionally or other-
wise-the grist needed to force the White House into a tax in-
crease. The automatic-across the board-spending cuts included
in this report are a trap for the President-a ticket to new taxes on
a road to new revenues.

This is the danger of the conference report we are considering
now: automatic spending reduction will inevitably force a tax in-
crease, unless, as Senator Domenici has pointed out, the President
refuses to go along. It is no secret that the budget resolution, re-
cently passed by this body, included a $64 billion tax increase, and
this conference report could provide the opportunity. And herein
lies the great irony.
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Tax increase rarely, if ever, have reduced the Federal deficit. In
fact, they often exacerbate the problem. The proof is in our history.
While the theory of our past tax increases was to reduce the defi-
cit, the reality was increased spending. In fact, a recent study dem-
onstrates that raising taxes- is directly associated with increased
deficits. For every dollar increase in taxes, there occurs $1.58 in
new spending as Congress is determined to use what it collects-
and then some. Considering this misguided habit, Mr. President,
we can not afford another tax increase.

For 6 years-beginning with the tax cuts of 1982-President
Reagan has restored the economic confidence of America. Once
again, we are proud and strong. The malaise of the seventies has
been overcome by a recovery that has created 13 million new jobs
and ushered in an era that will soon become the longest peace-time
expansion since World War II. Recent history has made it clear
that a strong economy is the result of a decrease in taxes. I fully
realize that many of my Republican colleagues who support this
conference report to restore the automatic spending reductions do
not want a tax increase. I realize they understand the danger at-
tached to such an increase. But I want them to fully understand
that these automatic spending reductions almost guarantee a tax
increase.

Mr. President, on April 1, 1987, when the Senate first considered
the President's veto of the highway bill, I said on the Senate floor:
"We must face our large, looming budget deficits with candor, and
I submit that those people whose favorite pork is in this budget-
busting legislation will be the first to come out in favor of a tax
increase." Sixty-seven Members of the Senate voted to override the
President's veto-and 56 Members passed the Senate version of the
budget resolution that called for a tax increase of more than $88
billion over the next 3 years. Many of the individuals who favor
this agreement are the same who voted for the highway bill and
other budget-busting bills. President Reagan has used his veto
power responsibly; now if only Congress could be such a wise stew-
ard.

During the 6 years that I served as chairman of the Committee
on Governmental Affairs, we repeatedly achieved success in man-
aging our money and reducing our costs, as required in the budget
resolutions. If each of us assumed financial responsibility, we
would have no need for Gramm-Rudman or a tax increase. But
until then, when it comes to raising taxes, Congress should take
Nancy Reagan's advice and "just say no!"

Mr. CHILES. Mr. President, I do not know whether there are
other people who wish to speak on this. The Senate has a lot of
business before it.

My understanding is that there is a Senator on his way to the
floor, so I suggest the absence of a quorum.

The PRESIDING OFFICER (Mr. Kerry). The clerk will call the roll.
The legislative clerk proceeded to call the roll.
Mr. HOLLINGS. 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. HOLLINGS. Mr. President, while occupying the chair for the

first time in 8 years, I listened with interest to the presentation of
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the Senator from New Mexico; the presentation of the distin-
guished chairman of the Budget Committee, the Senator from Flor-
ida; and, of course, just a minute ago, the presentation of the dis-
tinguished Senator from Delaware, who protests that this Gramm-
Rudman-Hollings plan is really a plan to increase taxes.

On that score, Mr. President, let me speak to the point made by
the Senator from Delaware [Mr. Roth]. Yes, the Government has
grown. A former Senator from South Carolina, Senator Byrnes,
whose desk-known as the John C. Calhoun desk-I occupy, had a
grand total of three people on his staff. I recall the time, not so
long past, when Senators began their work at the beginning of
March and were home in time for graduation speeches at the be-
ginning of June.

We fret about the growth of Gov(,rnment, but, by and large, it
has been positive growth. How often at the State level we used to
be confronted with a request for services or funding, and the usual
response was, "Oh, that's not a function of government." And, over
the years, in the absence of State action, the Feds stepped in and
took on one responsibility after another.

A good example is education. We always used to say that nation-
al defense was the primary function of the Federal Government
and that education was the primary function of the State govern-
ment. But we realized that, in fact, the job was not being accom-
plished adequately at the State level. The year before this Senator
came to Congress in 1965, this body passed the Elementary and
Secondary Education Act. Under title I, we have improved our
dropout rates in the most disadvantaged areas of my State of South
Carolina from a dropout rate of almost 87 percent to a positive
graduation rate of 67 percent. And the graduation rate gets better
each year.

So many social improvements of the last half century have been
the result of Federal intervention, to protect the environment, to
ensure equal protection of the laws, to fight hunger and poverty,
and in so many other areas. Yet this administration came to town
proclaiming that Government is the enemy. It pledged to dismantle
the puzzle-palaces on the Potomac, and to turn power and money
back to the States.

President Reagan appointed me and others to the Federalization
Commission. Our mandate, supposedly, was to identify elements of
the Federal Government that could be transferred to the States
and cities, or abolished outright. The new administration's favorite
whipping boy was the Department of Education which, they said,
should be done away with outright and forthwith.

How ironic it is to see che distinguished President of the Senate,
our national Vice President, on TV the other day being asked what
his priority would be if he were elected President. He said educa-
tion.

Indeed, it is Mr. Bush who is belatedly being educated on the
critical role of the Federal Government in ensuring standards and
quality and priority in the field of education. We have witnessed a
similar conversion with regard to the Department of Energy, an-
other early target for extinction.

Mr. President, I am proud that the Senate has consistently sup-
ported, on a bipartisan basis, both the Department of Education
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and Energy. The Senator from Delaware does not speak for his
party on these matters. He is in the minority. Pure and simple, his
game plan in Kemp-Roth was to take away 25 percent of the Gov-
ernment revenues and thereby force us to stand and be counted.
That was the catch phrase; we would have to stand up and be
counted by voting revenues to fund specific programs we wanted.
But it didn't work that way.

The whole premise of Kemp-Roth was fallacious and naive.
We heard in Chamber of Commerce halls across the land that all

we had to do was make the people in Washington stand up and be
counted if they wanted to spend more money. Well, we have gone 6
years in a row with $200 billion more in spending each year than
we were willing to stand up for: Republican, Democrat, President,
Congress alike. No one has called us to account.

So, surely, after 6 years, the shakedown cruise of Kemp-Roth has
run aground. That chamber of commerce incantation about
"making them stand up and be counted" has been exposed as just
so much supply-side hokum.

The wonder is that this body ever swallowed the Kemp-Roth
snake oil in the first place. How could we sign off on the premise
that if we would just have the courage to slash taxes, then we
would be rewarded with a fiscally sound government?

I opposed it at the time. I said I had never heard of a mayor who
would dare say to the City Council of Boston, MA, or Charleston,
SC, "What we need is supply side stimulus, so we are going to slash
our revenue base by 25 percent and grow our way out of the result-
ing deficit."

Nonsense. Look at those States that refuse to tax and you will
find third-rate schools, people going hungry, and the mentally ill
wandering the streets.

We need an activist Federal Government. We need a government
the size it is today: a trillion-dollar Government. That is one thing
we have proved in recent years. President Reagan and the Con-
gress, Republican and Democratic. conservative and liberal, all
agree that we need and want a trillion-dollar Government. The
only question is whether we have the discipline and courage to pay
for it.

Some would have allocated more to defense. Others would have
allocated more on the domestic side. But there is a basic, bipartisan
consensus that we need a trillion-dollar government. Indeed, we
have been reelected on that score.

As I said, what we have not yet come to grips with is the necessi-
ty of paying for that trillion-dollar government. The Senator from
Delaware-as if to prove there is no education in the second kick of
a mule-speaks as though we still have the luxury of reducing rev-
enues, forgoing taxes, and whoopee, we will grow our way out of
deficits. Well, we haven't grown our way out of deficits. We have
grown into deficits, into the dubious honor of being the greatest
debtor nation in the world. In 1984 we were still a creditor nation.
Today, we owe some $330 billion in debt to foreigners, more than
Mexico, Argentina, and Brazil combined. I repeat: We haven't
grown our way out. We have grown our way in.

And there is an awesome price to be paid for these twin budget
and trade deficits. Indeed, the one compounds the other. Our
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budget deficits are the key culprit in the runup of our foreign debt
and trade imbalances. We thought we could find an easy way out
by devaluing the dollar. But not even that has worked. Instead of
growing our way out of the budget deficits, we have grown our way
into deficits in the balance of trade.

We are in an unprecedented economic crisis. Yet, even at this
late hour, we still hear this fanciful litany from the distinguished
Congressman from Buffalo and the distinguished Senator from
Delaware. The Kemp-Roth crowd still assures us, "Don't worry. We
are going to grow out of it." But in essence, we have returned to
the latter days of the Roman Senate where they bought the peo-
ple's votes with bread and circuses. The only difference is that we
are buying votes not with bread and circuses, but with the fruits of
the next generation, our children and grandchildren.

Of course Gramm-Rudman-Hollings is an imperfect tool. But it
has worked, despite its flaws.

The genesis of Gramm-Rudman-Hollings was in an experience
this Senator had back in the 1950's. I proudly went to New York to
the bond-rating houses, and said, "Look, I balanced the budget."
They said, "Governor, that is fine. But we have a lot of States that
temporarily do that. How can we count on your doing it again and
again and again?"

I answered, "We have a little gimmick in the law whereby the
comptroller must constantly keep the Governor informed that ex-
penditures have not exceeded revenues. If there is a deficit, there
must be automatic cuts across the board." Forty-three States have
adopted this tactic. And now we have it at the Federal level with
Gramm-Rudman-Hollings. It is imperfect because the State and the
Federal Governments operate differently.

There are tremendous swings in revenues at the Federal level. A
1-percent difference in unemployment will create about a $30 bil-
lion swing; a 1-percent difference in real growth will give you an-
other $14 billion swing. Men and women of good will can make
faulty economic projections that throw the budget off by $50 bil-
lion. Yet even in this chaotic budgetary environment, Gramm-
Rudman-Hollings has worked. It brought a $221 billion deficit
down to approximately $157 billion, an unprecedented accomplish-
ment.

As one of the sponsors of Gramm-Rudman-Hollings, I have
become about as popular as the itch around this town and out on
the political trail. In the last election every group I met said, "You
cut our budget." Whether it is on farm payments, community
ACTION programs, you name it, wherever I went, the Washington
crowd had sent the word down that, "Your program was not being
funded on account of Gramm-Rudman-Hollings." So I know the un-
popularity of this measure. I know the pique of certain Senators
who say "Oh, these fellows have let their vanity run away with
them. They think Gramm-Rudman-Hollings is a panacea."

Not so. We know its imperfections and we know of its unpopular-
ity. We also know that no viable alternative has appeared on a
white horse.

Referring to the Senator from New Mexico, I too could sulk in
the corner. I agree with everything he said, with all his reserva-
tions. I have said, going back to June, that many of our working

51-721 0 - 93 - 18
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economic assumptions were wrong. Accordingly, I was not sur-
prised when the deficit projection ballooned. We were playing with
smoke and mirrors. But once defeated in conference, you dorl't re-
treat to the sidelines and pout. r

We live in the real world. The Senate practices the art of the
possible. And in that light, I commend the Senator from Florida
and the Senator from Texas who worked doggedly to fashion this
compromise and to preserve the teeth of Gramm-Rudman-Hollings,
the automatic trigger.

Mr. President, we feel pressure at the moment. It certainly is not
the salesmanship of Phil Gramm and Fritz Hollings. They would
say, "Those two fellows never met Dale Carnegie." On the con-
trary, it is pressure from the American public. That message has
come through again and again and again.

Labor leaders, farmers, main street merchants all give us one
clear message: go on back up there to Washington and start paying
the bills.

And time, Mr. President, is very short. Because if a recession
hits, the jig is up, it will be too late. Transfer payments for unem-
ployment and welfare will skyrocket. Revenues will plummet. The
deficits will dwarf today's levels, and we will find ourselves trapped
in a negative downward vortex from which there will be no escape.

Of course there is one alternative to Gramm-Rudman-Hollings.
We can ignite a rip-roaring inflation and debase both our currency
and our debt as Germany did before the war.

Thank God, no one is advocating such a catastrophic course. But
we are reaching the point where an inflationary dynamic will take
over-an inflationary impetus that a hundred Volckers will not be
able to stop.

The Senator from New Mexico is correct that this budget process
is becoming hidiously complex. He has been the leader. He knows
and understands the reconciliation bills, the cross-walks, all the
techniques of this complicated budget process. His dire scenario
could come true. But something else could occur that is worse. As
the Senator from Florida has noted so eloquently, we could arrange
one grand fiscal train wreck by pushing ahead with a sequester. If
the debt limit expires tonight, a sequester vote is in order. A se-
quester would require a $23 billion cut in defense outlays, a $44 bil-
lion cut in budget authority. Is that preferable to this imperfect
Gramm-Rudman-Hollings fix?

I want to address one specific concern that several of our col-
leagues have about the impact of the new Grarmm-Rudman-Hol-
lings. I am referring to the funding level for National Defense in
the budget. As you will recall, the Budget Resolution provides two
levels for defense dependent upon revenue action taken by the Con-
grcss and the President. These are referred to as the high-tier and
low-tier levels. The BA and outlays for the high tier are $296 and
$289.5 billion respectively; the BA and outlay levels for the low tier
are $289 and $283.6 billion respectively.

The Senator from New Mexico and others have protested that
the Gramm-Rudman-Hollings fix will not guarantee that the high-
tier can be achieved since the revenues in the resolution-approxi-
mately $19 billion-have been reduced to roughly $12 billion in the
new Gramm-Rudman-Hollings. I would point out that the deficit
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target for fiscal year 1988 has been increased from $108 to $144 bil-
lion in this fix and the deficit reduction amount from $36 billion in
the resolution to $23 billion in the fix. These actions should ease
the pressure on meeting the high-tier level. Nothing can be guaran-
teed about the eventual funding level for defense. That will depend
upon the appropriations action on the defense bill.

I believe defense comes out better under the Gramm-Rudman-
Hollings fix than if we didn't have it. Let me point out why. If we
had the sequester under current law, the defense cut would be
about $23 billion-resulting in outlays of $256 billion. As part of
the fix and if taxes were not raised, the defense cut would be
roughly $11.5 billion-resulting in outlays of about $279 billion.
The defense cut under the proposed fix with the $12 billion antici-
pated in revenues under the fix, would likely be $2 to $5 billion-
resulting in $284 to $287 billion in defense outlays. This is a far
preferable outcome than what we face under existing law.

So, yes, you can end up with the low tier under this Gramm-
Rudman-Hollings fix. But, as a practical matter, you can also end
up with the low tier without this fix. We cannot change the House
of Representatives. They are going to vote the low tier. And I
cannot think of a law, or a Gramm-Rudman-Hollings, or a debt
limit fix that guarantees what the Senator from New Mexico would
want. There is no commandment that orders, "Thou shalt not vote
the low tier." You would have to be King Solomon to avoid the low
tier through this Gramm-Rudman-Hollings fix. I do not know how
to do it and I do not think anyone else does.

Mr. President, I return to the imperative for new revenues to
begin to pay the Government's bills. In my budget alternative in
the Budget Committee, this Senator called for $34 billion in new
revenues. My budget got 8 votes in committee. The chairman's
budget got only 12. My objective was to start to pay the bills now,
before the election year. It is the conventional wisdom that there
will be no budget progress in a Presidential election year. Likewise,
whoever is sworn in in January of 1989 will not be able to make
progress on the deficits until the summer of 1989. And whatever
action is taken in the summer of 1989 will not take effect until
1990. Can we wait that long to act? Can the economy withstand un-
abated extravagance and irresponsibility for two more full years. I
think not.

That is why I have advocated substantial new revenues. Howev-
er, in the absence of that dramatic tax initiative, the very least we
can do is to restore teeth and bite to Gramm-Rudman-Hollings.

Mr. President, there has been great wrangling over the issue of
whether the next President should be bound by the trigger. Should
the trigger be extended for 2 or 5 or 6 years, as called for in this
fix? The House was more or less committed to 2 years. But the
counterargument was, "Oh, no, we have got to have more than 2
years because you are only controlling President Reagan and not
the next President."

This is largely a pointless debate. We are not setting in concrete
our fiscal course for the next 6 years. The next President will have
his own mandate to set his own economic course as of January
1989. This has always been the case with a new President.
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When President Reagan took office in 1981, he submitted a pro-
gram that his present chief of staff, Senator Howard Baker, called
a "riverboat gamble." The Vice President had called it voodoo eco-
nomics, yet we still adopted it. The new President got his way.

The power and the respect and the mandate of a new administra-
tion must be yielded to. The people want him to carry out his pro-
gram. So don't pretend that congressional initiatives like Gramm-
Rudman-Hollings are going to tie the new President's hands.

So, let us not get all riled up about the term of the sequester.
Keep your eye on the ball, which is to move this Government's fi-
nances back into balance. I remember when we looked upon a bal-
anced budget as a grave responsibility. Under President Johnson,
we Democrats were, in all candor, fearful of the charge that we
were big spenders. Accordingly, we agreed in December of 1968 to a
10-percent surcharge. We cut another $5 billion in spending. We
achieved not just a balanced budget but a surplus. Indeed, we gave
Richard Milhous Nixon a surplus when he took office, in 1969.

It is time for us to balance the budget once again. And I say to
those who won the battle on Kemp-Roth, "You have had your fling
with supply side. Now it's time to dry out and sober up." There is
an echo in the deep cavern of debt: Foreign debt, trade debt, fiscal
debt, the debt to be inherited by generations yet to come.

Our responsibility is to move forward by adopting this conference
report. This is more than just a good settlement, it is an outstand-
ing settlement. Deep inside the collective conscience of this Govern-
ment, there is an urgent voice that cries out, "force us to do what
is right on the budget. Stop us before we kill again." This Gramm-
Rudman-Hollings fix promises to save us from ourselves, from our
own perchant for folly. It puts the starch back in our quest for
fiscal sanity and responsibility. I yield the floor.

Senate Pay Raise Procedures
The PRESIDING OFFICER. The Senator from Iowa.
Mr. GRASSLEY. Mr. President and Members of this body, on the

issue of whether or not this Gramm-Rudman fix is a proper fix, I
will listen to the debate and later reach my conclusion. But I do
want to draw this body's attention to a subject that all of my 99
colleagues would probably rather I not bring up. That is just exact-
ly the way I presented this amendment when the debt limit resoli-
tion was debated in July.

Mr. President, at that time I brought up an amendment to this
resolution which deals with procedure, not the substance, of a con-
gressional pay raise. It was the last amendment during that debate
and that amendment was adopted on an 84-to-4 vote.

You would think anything that was adopted by an 84-to-4 vote in
this body would go to the conference with the support of the Senate
conferees. Even if it was not voted out of the conference committee,
the Senate conferees should have at least fought forcefully for the
Senate position. But that was not to be the case.

I want to discuss this situation with this body because the pay
raise issue is not going to go away. It might not be a part of the
debate on the debt limit, but it is going to be brought up again and
again. Until we make the congressional pay procedure exactly the
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same as the procedure by which we appropriate every other penny,
this issue will continue to come forth.

What is that procedure? Simply that this body votes on the
money to be spent.

Under the present procedure of adopting a congressional pay
raise, the Quadrennial Commission studies and makes its recom-
mendations to Congress and to the President. The President then
reviews the Commission's report and issues his recommendations.
That recommendation goes into effect unless this body and the
other body reject those pay raises within the time limit.

In other words, unless we take negative action, it is an automatic
pay raise. This process is contrary to any way we spend every othersingle penny.Why should it be any different? Well, it is different only because

of sensitivities about pay raises. There's a feeling that this body
will never deal directly with that issue. It might be symptomatic of
the problem we face with the whole issue of the annual deficit and
the national debt. Maybe we don't have the guts to deal with it
forthrightly.

The Gramm-Rudman procedure in the conference committee
may improve upon that a little bit. For that reason, I may support
it. But why don't we get right down to brass tacks? Basically, until
we wrestle with small issues, something like our own pay raise,
how will we ever be able to deal-with the larger budget issues?

So I want to use my time during this debate, Mr. President, to
point out to this body that I think the procedure by which the con-
ference committee dealt with the Grassley pay raise amendment is
entirely wrong. In the future I will not assume that the vote of the
Senate, even an 84-to-4 vote, indicates the weight a measure will
have in conference committee. I will not assume that the Senate
conferees will fight for a Senate-passed provision, even if the
Senate voted for that provision with an overwhelming majority.

It is quite obvious from what I have said already, Mr. President,
that I am very disappointed in the action of my colleagues on the
conference committee. They failed to uphold the action of the
Senate regarding this amendment.

The Senate conferees receded from the Grassley amendment
without debate and without a rollcall vote. I suspect, Mr. President,
that the Senate conferees receded with just somewhat of a smile or
a snicker or a wink.

How often does it happen, I ask my colleagues, that the conferees
from the Senate recede, without even blinking, from an amend-
ment which their own Chamber had previously adopted by over-
whelming margins?

The accepted precedent in the other body, as well-as in this body,
is that conferees are expected to support the legislative positions of
the Chamber they represent. To recede so easily indicates to me
that maybe the conferees, who were part of the 84 Senators who
voted for my amendment, perhaps were not as sincere in their vote
that late evening on July 31.

Mr. President, my frustration is targeted at the Members of the
other body as well. Even though the House voted a day late to dis-
approve the pay raise early in February, the House did vote. My
amendment would simply require that the pay raise not be enacted
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unless both Houses approve the raise. In other words, this would do
away with the back-door approach of requiring both Houses to dis-
approve the raise.

It is ironic that the Members of the House opposed my amend-
ment even though it is completely consistent with their actions of
this past winter.

Mr. President, the action of the conference committee is irre-
sponsible. The irresponsibility is further emphasized by the fact
that the Senate voted on January 29 to disapprove this pay raise
by a vote of 88 to 6.

I do not believe, Mr. President, that it is in the best interest of
the Senate to let the House unicamerally set congressional pay
policy. That is exactly what happened when the Senate conferees
silently deferred to the House conferees on this issue.

We have allowed the Members of the House to override the
Members of the Senate on this issue. We have allowed them to do
it without so much as debate or a record vote.

In addition, I must remind my colleagues that the sense of the
public is also crystal clear. More than the pay raise itself, Mr.
President, constituents disapprove of the back door method by
which Congress lets a pay raise become effective. I have received
well over 3,500 letters and calls from Iowans who oppose the
method by which the pay raise was received. I fear that using a
back-door method creates an imperial class for Members of Con-
gress, one which is exempt from public scrutiny.

I believe, Mr. President, that this type of elitism is not suitable
for Members of the most powerful democratic body in the world.

Mr. President, the Senate will have other chances to redeem
itself and adopt similar amendments dealing with the congression-
al pay raise.

This issue will not quietly go away. Not only do I fully expect my
Senate colleagues to adopt this proposal at some future date, I also
expect that Senate conferees in the future will give more support
to the Senate's position in the conference committee.

Mr. President, I also would like to bring up that perhaps the con-
ferees of the other body did not know exactly what my amendment
did. I want to share with my colleagues a letter I received from a
Member of the other body. I have full respect for this Member.
When I was a Member of the other body for 6 years, he always ap-
proached me with gentlemanly regard. In reference to his letter to
me, I can only conclude that he did not read the amendment before
he drew his conclusions. This colleague of mine, a Congressman
from New York, Charles Rangel, began this letter to me with the
following sentence:

I received a copy of your dear colleague letter in connection with abolishing the
Quadrennial Commission.

I will not read the rest of his letter, but I ask unanimous consent
that the letter be printed in the Record.

There being no objection, the letter was ordered to be printed in
the Record, as follows:
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HOUSE OF REPRESENTATIVES,
Washington, DC, August 12. 1987.

Hon. CHARLES GRASSLEY,
US. Senate,
Washington, DC.

DEAR SENATOR GRASSLEY: I received a copy of your "Dear Colleague" in connec-
tion wi~h abolishing the Quadrennial Commission.

As a member of the Conference Committee, I suggested that the amendment
which rou are supporting apply only to the Senate. If the Senate is so hell-bent on
restricting salary increases without a vote, why don't you just change your rules
and do just that? On the other hand, if the reason for your amendment was merely
to get publicity, then you accomplished your purpose and once again the House pro-
tected the Senate as the amendment was rejected.

Sincerely,
CHARLES B. RANGEL,

Member of Congress.

Mr. GRASSLEY. Mr. President, that first sentence says it all. My
amendment did not abolish the Quadrennial Commission. My
amendment did not change any of the procedures by which the
Senate and the House would consider the recommendations of the
Quadrennial Commission. The members of the Commission would
still go about their business. The Commission would still impartial-
ly study the salaries, as they have always done. They would make
their suggestions to the President and to Congress.

The only thing that my amendment does is not allow that pay
raise to go into effect automatically. We would have to actually
vote up or down on those recommendations. The recommendations
of the Commission would not go into effect unless approved by the
majority of both the House and the Senate.

So my amendment does not touch the Commission. It is clear
that my friend in the other body, the Congressman from New
York-and Lord knows how many other conferees-did not even
bother to read this amendment. This, in and of itself, is irresponsi-
ble.

So when we revisit this issue in the future, and I speak to future
conferees who will be dealing with this issue, I hope that my
friends will take note of the fact that this body has already spoken
on an 84 to 4 vote. I hope they will not take lightly the position of
the Senate.

In closing, Mr. President, I am very disappointed that the confer-
ees did not deal with this issue as they should have dealt with it.
However, the inability or unwillingness of the conferees to deal
with this will not interfere with my judgment of the overall confer-
ence committee recommendations.

Mr. President, I yield the floor.
Mr. D'Amato addressed the Chair.
The PRESIDING OFFICER (Mr. Breaux). The Senator from New

York.
Mr. D'AMATO. Mr. President, I would like to discuss some ques-

tions with the conference committee, and with the Senator from
New Mexico [Mr. Domenici], clarifying for me and maybe my col-
leagues, certainly the people of this country, how this sequester
process will actually work.

As I understand the unachieved deficit reduction in section 102
of this bill, it sets out some $23 billion for the upcoming fiscal year.
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That figure is fixed and will become the sequester figure on Octo-
ber 20. Is that correct?

Mr. DOMENICI. The Senator is correct.
Mr. D'AMATO. Now we have in this bill an elaborate mechanism

for defining the baseline by which this $23 billion figure was calcu-
lated. Since the bill defines the technical and economic assump-
tions for fiscal year 1988, it seems to me we ought to be able to tell
the American public today what that $23 billion means. I wonder if
I can ask my colleague if the following figures provided to me by
the Budget Committee staff are accurate and represent what a $23
billion sequester means with the budget resolution assumptions:
Housing programs will be cut by $3.2 billion in budget authority
below the budget resolution assumptions. Transportation programs
will be cut $3.1 million below the budget resolution assumptions.
Education programs will be cut $2.9 billion below the budget reso-
lution assumptions. Health programs including AIDS research, Na-
tional Institutes of Health grants will be cut $2.3 billion below the
budget resolution assumptions. The question is, are these estimates
correct?

Mr. DOMENICI. Let me say to my good friend from New York, as I
indicated this morning, we really have a very strange situation, as
the Senator stated so eloquently. The sequester number is not ar-
rived at until October 20. Being a member of the Appropriations
Committee, the Senator knows that by October 1 we must vote on
something in appropriations. I do not know what it will be. The
current estimate is that it will be a continuing resolution at this
year's level for 30, 40, 45 days.

If that is the case-and that is what I am assuming-it would
carry well beyond October 20. It is my understanding that the con-
tinuing resolution would be irrelevant to the calculations, at least
that first one. These numbers are our best estimates of what the
sequester would then read.

Now, we have no official reading on it from the Congressional
Budget Office. We have asked. Maybe they did not have time.
Maybe nobody wants the numbers out. But, in any event, I think
these are reasonably accurate, and very close to what will be wait-
ing around for the so-called fix, come November 20.

Mr. D'AMATO. Let me go one step further. We have addressed the_
domestic side. Let me ask, what would be the final defense budget
authority and outlay level under a $23 billion sequester?

Mr. DoMENICI. Well, again here, as the Senator well knows, the
intention is that half of $23 billion in outlays be charged to the de-
fense account. If our arithmetic is right, that should be $11.5 bil-
lion in outlays.

We do not really know how the budget authority will spend out
because, as the Senator well knows, some spends out rapidly, some
spends out slowly.

I am going to give an estimate, and that is all it is. It is going to
be somewhere around $280 billion in budget authority and $279 bil-
lion in outlays. I would not be surprised, however, if on budget au-
thority it was slightly lower because of the budget authority outlay
ratio. But that is in the ballpark.

I am sorry nobody can give the Senator anything better. It is one
of the real problems we have with a floating baseline, when you
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are cutting from hot air, as I called it, because, as the Senator well
knows, somehow or another we add 4.2 percent to everything
before we sequester. I do not quite understand the rationale for
that, but that is where we are, so we are cutting off a higher base-
line in defense than reality. This is theoretical, but about right.

Mr. D'AMATO. If I recall correctly, the Appropriations Committee
set an allocation for the defense aggregate level at about $289 bil-
lion in budget authority, $284 billion in outlays. If these numbers
are correct, then Congress plans to give the President only about
$3 billion in outlays more than what would have happened under a
sequester. So I ask my good friend from New Mexico, the distin-
guished ranking member, in the context of these numbers, did the
conference include language like that in the budget resolution
which said that if you raise taxes, more money would be available
for defense, raising it to the so-called high-tier level?

Mr. DOMENICI. I compliment my friend for asking the question
because I think it is really relevant, although some will say that it
was never binding. But the Senator was here. He recalls the only
reason that the budget resolution, from which we are appropriat-
ing, which is now not going to be carried out, except on the domes-
tic side, the reason that so many votes were forthcoming from the
other side of the aisle was because there was a dialog about a so-
called high-tier level in defense going to $296 billion. The chairman
of the Committee on Armed Services, Senator Nunn, said that was
barely enough but maybe livable. And as a consequence, they put
another tier in and said, "If you vote in this reconciliation bill with
these taxes, you get the high tier."

The Senator recalls that. Now, it will be said that was never
binding. But in answer to the Senator's question, no, taxes will be
voted in under this new fix with no language saying that any of it
gets allocated to defense. As a matter of fact, when I asked the
Senate conferees to do it, the answers were, "We will see that it is
done sometime later, but it would sure destroy this conference if
we even tried to do such a thing in this Gramm-Rudman-Hollings
rebirth. We just cannot see our way to give that to the House. It
would probably kill the bill."

Mr. D'AMATO. Mr. President, I am truly baffled. Th.s sequester
will result in significant cuts in domestic programs well below our
own budget blueprint, some close to the levels that the President
has been requesting and that the Congress will not go along with.
Obviously they are cuts that not only this Senator cannot support
but others in the area of education, in the area of health. We talk
about the dual crisis that we face with drug addiction and the
AIDS epidemic, housing which has already been slashed by 70 per-
cent; transportation, $3.1 billion. Does that cover the Federal Avia-
tion Administration?

Mr. DOMENICL. Absolutely.
Mr. D'AMATO. Air safety?
Mr. DOMENICL. FBI.
Mr. D'AMATO. FBI, Coast Guard, drug interdiction. So this se-

quester will result in a defense level not much different than that
the Congress was going to give the President anyway, and it ap-
pears, as the Senator from New Mexico has just pointed out, that
taxes were raised to pay for defense. I have to ask my friend, if all



550

this is true, then for what reason would the President want to ne-
gotiate a budget with us and why would he not just let the seques-
ter cuts go into effect? If we are not going to give him nor approach
those levels in defense, we are going to raise taxes and cut the do-
mestic programs, why would he not just allow that sequester to
take place?9 'k

Mr. DoMENA1i. Well, again I say to my good friend from New
York, he has made the argument that I made, it was not my only
argument for being against this proposal, but he has succinctly put
the argument I made before the Senate 11/2 hours ago. I really be-
lieve, unintentionally, we put this process in believing the Presi-
dent would never let a sequester go in; he would negotiate; that is
what it was intended to do. Both the executive and legislative
branches would negotiate, with good cause. I have concluded that
the pendulum is much the other way now, based on what I know
the position to be of the overwhelming majority of the members of
the conference, who were looking at taxes, who were looking for
little or no domestic restraint, not talking about the cuts the Sena-
tor is speaking of-just no reform or anything.

So where do you pick up all the cuts? They have to be in defense.
So you are only looking at raising taxes to try to get some adequate
defense number, or leaving this sequester in. It seems to me that
there is as much a chance the President will leave the sequester, as
he would try to fix it.

Mr. D'AMATO. We have created the situation, then if I might say,
of why should the President come to the table to negotiate. Why
should he not let the sequester take place. The military is going to
be brought to levels unacceptable in either event and yet taxes are
going to be poured on on top of that, something he has indicated he
will not support, and the domestic cuts that he seeks to make will
take place under the sequester. Is that not the point the Senator
makes?

Mr. DOMENICI. I think the Senator makes a very good point.
Mr. D'AMATO. Mr. President, there certainly is a need for fiscal

policy and spending restraints, but I find that this process is be-
coming irrational and increasingly irresponsible.

I understand that the automatic sequester is intended to impose
discipline. It is supposed to compensate for our failure to govern.

And we have failed to govern. We have failed to make the tough
cuts.

Mr. President, it will not work. We have tied ourselves to some
magic standards that are in themselves meaningless. Why try to
eliminate the deficit in 5 or 6 years if it turns out that we can rea-
sonably do it in 7 or 8 years by setting realistic, achievable goals?
What is magic about 6 years when we have to deceive ourselves
and work from targets and figures that are not reasonable when 40
days from now or 6 months from now we will admit to the public
and to ourselves that we have not been using the right figures? I
think what we see is our cutting our preparedness, our infrastruc-
ture, our provisions to support and shelter for the needy in order to
try to meet an unrealistic yearly goal that in itself means nothing----
When I say let us look at the experience we had, and I voted for
this bill, I voted for Gramm-Rudman and the fix. I went through
the games of saying, yes, we are going to achieve these cuts when
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we knew and we started from the baseline that was $40 billion off.
Then we wonder why when we go to the marketplace the financial
community shudders because they say you are never really giving
us a true picture, you are really never going to cut and you cannot
make these cuts over 5 years. What is magic about 6 years? Why?
Why do we not look at something that is achievable, meaningful,
and start with a realistic position?

Some with some economic theory say if we do not make these
cuts in 6 years, really hit the targets in 8 years, and really come in
below, something is wrong with that. Then we started with 5 years.
Last year I was told, no. We have to show it is going to work over 5
years. It did not work, and we looked bad. I think we are riding for
that kind of fall once again.

I will tell you. We had better be careful because I would not
blame the President given what h6 had indicated he must have and
needs, and he sees as realistic. He probably will. He probably will
allow the sequester to come into play. If he does, I wonder what my
friends and colleagues here in the Congress are going to say when
tho~e cuts are made? Are we going to blame the President? I think
it is irresponsible. What do we say to those people who do not get
adequate shelter, housing, and what do we say as we talk about
safety in the skies when we are cutting the FAA? What do we say
about the Coast Guard when we talk about the war on drugs and
we do not have sufficient funds there-all of those programs? And
by the same token we are imperiling defense. My friends' laudable
effort has become, it seems to me, and irrational process with its
own momentum. We should be countering productive artificial pro-
posals.

I want to congratulate my friend from New Mexico for keeping
his head, sense of responsibility, and trying to bring some common
sense back to this effort. I want to serve notice. This business of
saying those of us who have realistic, reasonable inquiries as to
how this process is going to work should not be turned around and
say you are then for a lack of fiscal restraint. Quite on the con-
trary, I say let us work with some real numbers, from some reason-
able levels and from some targets and goals that we know can be
achieved realistically, not from targets and goals where we play
games, conjure up; and those who do not care about certain pro-
grams and the budget process see to it that they suffered terribly;
and those who have needs that are maybe not important for one
reason but are important for another reason in the country are
faced with a dilemma where it has been said they could not care
about fiscal restraint.

Let us have the true, reasonable, attainable fiscal restraints so
that the marketplaces will respond so that we do not have to come
back in a couple of days or months and say that we are off our
target, that our estimates were wrong, that we were attempting to
cut too much of any one point in time. And that is what we did last
time. I predict we will be doing it again.

I would like to serve notice that I believe if we move forward in
the manner that has been prescribed that it is a prescription for
disaster.

Mr. Rudman addressed the Chair.
The PRESIDING OFFICER. The Senator from New Hampshire.
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Mr. RUDMAN. Who controls time?
The PRESIDING OFFICEr.. There is no control over time.
Mr. DOMENICI. I wonder if the Senator will yield to me for an an-

nouncement. I would like to accommodate my friend from Florida,
the chairman of the Budget Committee, who asked me how much
longer we need. There are no time limits on this.

Let me say I understand that the distinguished Senator, ranking
member of Appropriations, Senator Hatfield, has some questions. I
am now checking with Senator Armstrong as to whether or not he
desires some time. He asked there be no time limits on this. It is
out of deference to him that I should say that I am contacting him.
As far as the Senator from New Mexico is concerned, I need a little
bit more time. But it is nothing substantial. Perhaps over the
course of the next hour or hour and a half I will need half an hour,
and I will try to contact these other Senators and be able to report
on where we stand.

Mr. CHILES. Does the Senator think there is any way we can shop
and see if there is a unanimous-consent agreement to limit time?
You know how these things go. We always keep going and keep
going. We know we have the Defense authorization bill that is
there on our plate. That is something that is going to keep us here
late at night, all Thursday night maybe and later. It seems like to
me if we want to accommodate everybody on this, if we could say
within an hour and a half or something.

Mr. DOMENICI. Let me say again to my friend, the chairman of
the committee, I will try that. But I think that is just-not from
my standpoint, but from those who have spoken to me-slightly
premature. But I will try in the next 15 or 20 minutes to see if we
can do that.

Mr. Rudman addressed the Chair.
The PRESIDING OFFICER. The Senator from New Hampshire is

recognized.
Mr. RUDMAN. Mr. President, in order to conform to the request

of the Senator from Florida and the Senator from New Mexico, I
will keep my remarks brief. A great deal has been said this morn-
ing. Before the Senator from New Mexico leaves the floor, I am not
going to ask him a question, I want to make a comment.

I think it is well known around here that the Senator from New
Mexico, both in his capacity as chairman of the Budget Committee
for a number of years, and the-Senator from Florida in his capacity
as chairman at this time, both deserve the highest praise for what
they have done for deficit reduction. As a matter of fact, I think it
can be fairly said that although Gramm-Rudman-Hollings bears
the names of the Senators from Texas, New Hampshire, and South
Carolina, that the Senator from New Mexico [Mr. Domenici] and
the Senator from Florida [Mr. Chiles] deserve as much credit as
anyone for the positive impact that legislation has had over the
last 2 years. They have, in fact, led the fight to reduce deficit
spending.

Thus I find it regrettable, Mr. President, that after a number of
years of standing shoulder-to-shoulder with the Senator from New
Mexico on this matter, and after supporting his initiatives on many
occasions, that we have come to a disagreement. I understand his
news. I listened carefully to the Senator from New Mexico. I have
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enormous respect for his judgment and his opinions. Much of what
he said about this fix is correct. I do not disagree with some of his
specific concerns. But I think there is a larger question involved
here.

Mr. DoMENICI. Before the Senator gets on to his real substance,
and I appreciate his kind remarks-and I do not mean to denigrate
them as not real substance-but I understand the Senator will now
make his argument in favor. Let me just say to my friend, this is
about as tough a decision as I have had to make. I have been work-
ing on this proposition for years. I think it is commonly known,
since the two of the major sponsors are here, that the idea and the
legacy is yours, but we really did work very hard to make it some-
thing within the framework of this budget policy, something work-
able. I think we offered something like 100 constructive amend-
ments when we put the package together. I think we agree they
were helpful, when I was chairman of the Budget Committee. And
I was delighted to do that.

It is with real regret that I just do not believe this approach is
going to work. I am very sorry that is the case. I do not have any
false hope about this. My version is not going to win here on the
floor of the Senate. There will be a number of Senators in the
middle on both sides. There is no question they are going to vote
for it because they are -going to conclude that there is no other
game in town.

I have tried my best to make sure that everybody votes with a
clear understanding, as clear as humanly possible under a difficult
situation like this. I just hope that everybody will know 1, 2, or 3
months from now, as clearly as possible, what they voted for.

I hope the Senator understands that I said some things about the
Gramm-Rudman-Hollings fix that I would not have said about it 3
years ago, that I would not have said about it a year ago, and that
I would not have said of a permanent fix of the type we originally
sponsored.

Mr. RUDMAN. I thank the Senator.
I might add, Mr. President, that the original 2 or 3 minutes of

what I had to say I considered substantive because, most sincerely.
no one has done more for deficit reduction than the Senator from
New Mexico and the Senator from Florida.

I think it regrettable that the Senator from New Mexico takes
that position. I understand his objections, and many of them are
valid. We do not have any disagreement on that.

-we come down to what the Senator from New Mexico said a
moment ago, and that is, to paraphrase him, what other game is
there in town? There is no other game in town.

The basic question this body must address is not nearly as com-
plex, it seems to me, as we could-make it. Let me put it the way I
see it, and let everybody make his or her choice.

Are we more or less likely to reduce the deficit with this fix or
without this fix? The procedural situation we are faced with is in-
teresting. We are going to have a vote on this conference report. By
our rules, it is not amendable. Therefore, even though the Senator
from New Mexico may have some sterling ideas he would like to
offer, he will not get that opportunity.
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Let me hasten to add that the Senator from New Mexico and
others have been working in the vineyards for the past 4 months in
the conference committee, and thus, what was finally produced in
the conference committee is probably the best we are going to get,
no matter how many votes we have.

So the question comes back to the simple one: Are we more or
less likely to reduce the deficit with this fix than without it? I
think the answer is almost a rhetorical one. The answer is, obvious-
ly, that we are more likely to reduce the deficit with it. It is hypo-
thetically possible that we will reduce the defit without it? Of
course, it is. But is it likely? I do not think so. Unless we have this
mechanism in place, there is no way we will have the force of coer-
cion, if you wish, at reconciliation time to force that grand meeting
we have all been waiting for with the leadership of these bodies
and the President of the United States.

On the way over here this morning, it occurred to me that there
was a letter circulating that I wanted to make everyone aware of,
because it is a remarkable letter. It is remarkable not for its con-
tent but for the signatories to the letter. It is dated September 21
and says, "Support the conference report on the debt limit exten-
sion." Let us see who signed it on the Democratic side: Mr. Rosten-
kowski, Mr. Foley, Mr. Gray, Mr. Panetta, Mr. Coelho, Claude
Pepper, and Buddy MacKay.

Kind of interesting, considering what some of those folks had to
say about Gramm-Rudman-Hollings about 2 years ago. I still have
the scars of some of the things they said, as does the Senator from
Texas.

Let us look at the Republican side: John Duncan, Robert Michel,
Trent Lott, Bill Frenzel, and Willis D. Gradison, Jr.

It seems to me that when you get signatories of those divergent
political philosophies to agree that this is the best we could do, we
ought to pay some attention to it. These people, I must say, both in
my party and in the party of the other side of the aisle, are widely
divergent in their views on spending priorities, taxes, priorities on
defense, and all the other issues that we face.

Mr. President, let us look at how we got here. If there is any
secret, let us expose it. The problem we have been fighting the last
5 years is very simple. The President says we need more defense
spending and Iagree with him on that. The President says the way
we are going to pay for that defense spending is to take it from cer-
tain domestic programs because we do not want new taxes. The
President is entitled to say that. Maybe he is right; maybe that is
the way we should do it. But there have been people on this side of
the aisle as well as the other side of the aisle who have said: "Yes,
we want more defense, but we're not willing to take it from educa-
tion, from the environment, from health programs, from highway
programs, from foreign aid, and from other accounts." So, what do
we do? We do neither, and we borrow the money. That is where we
are today, with a debt reaching over the $2 trillion level.

Really, what I am talking about here today is fairly simple. If we
do not pass this, I think I can predict with some certainty-I am
only in my 7th year here, but I think there are some things I can
predict-I predict that without this fix, we will not have a reconcil-
iation bill that will in any significant way reduce the deficit. If we
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do not pass this bill, we will still face the same budgetary prob-
lems. Of course we must fund all the high priority programs. So,
what will we do? We will borrow the money-just another few bil-
lion dollars, that is all.

It seems to me that there are some people in this town who
think it is all right to borrow money to fund defense, and there are
others who seem to believe that it is all right to borrow money to
fund social programs. Let me go on the record and say that I think
it is all right in neither case. Enough is enough.

When you look at the composite of this year's Federal budget-
when you look at the top three items-it is enough to chill the
blood that flows in "our veins. Social Security and Medicare is the
largest expenditure-not unexpected; defense is second-not unex-
pected; and what is third? Third is interest on the debt. I am not
sure that I have the figure precisely, but we are going to pay $135
billion to $155 billion this year in net interest-much of it, I might
add, is being paid to people overseas who hold U.S. Government se-
curities. Is it any wonder that economists say that although we
appear to be in good economic shape, there is a thin line between
continued prosperity and economic disaster?

So here we are with the Gramm-Rudman-Hollings fix, and what
does it say? It says that this year we will face a $23 billion seques-
ter unless we meet our responsibilities. What we have to do, Mr.
President, is the art of the possible. That is what democratic repre-
sentative government is all about.

If it means more taxes than the President wants, he will have to
bite that bullet if he wants his defense budget; and if someone else
wants higher levels for social programs, he will have to bite that
bullet, too. The final product must be what the majority of votes in
this body will produce, not what some ideology believes it should
produce.

When I was in New Hampshire this past August, a number of
people asked me whether Gramm-Rudman-Hollings was dead, and
I said I did not think so. I thought we could produce a fix.

Most of the wise scribes in this town wrote over the summer that
because the conference failed, it was dead.

I heard that question from enough people that I decided to call a
few folks who I respect. There are a lot of practicing economists in
this Chamber, very few with the credentials to properly call them-
selves that, although I will say that my colleague from Texas, Sen-
ator Gramm, is authentic. He really is an economist. I did not ask
him his opinion because he is prejudiced.

I asked a lot of people around the country who 1 respect, whose
names you would recognize, what they thought would happen if
after the deficit went from $230 billion down to this year's roughly
$156 billion or $160 billion, if by the end of this year it was clear it
was going to climb back toward $200 billion. I will tell you what
they told me.

To a person, the best economists in this country said interest
rates will continue to rise and the first sign of that is when the Fed
raises the discount rate for the first time since Gramm-Rudman-
Hollings passed.

The Senator from New Mexico says it is not going to work. Well,
maybe he is right. But I say we ought to find out. We know with
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certainty that if we do not pass this fix, we will have a deficit trend
going up again instead of down.

What this Congress must do is to convince the financial markets
around the world that the deficit in fact is going down. I would like
it to go down at a faster rate. I think the Senator from Florida
would like it to go down at a faster rate. But we cannot do that.

But I am told by those who I respect that so long as it is going
down, not up, then we will continue the kind of prosperity that we
have had.

I talked with some of our colleagues from the agricultural States
and I asked, "With all you have been through in the past 5 years,
what would happen in your States if all of a sudden interest rates
started going up to 12, 14, or 15 percent?" They were 21 percent
when I got here in 1981.

So when I hear the Senator from New York talking about all the
possibilities of what will happen under the worst scenario, and we,
in fact, have this sequester, I say why does not anyone want to con-
sider the alternative-what happens to America if we go back to
hyperinflation and high interest rates? We will be in a deficit situ-
ation then that will make 1980 to 1985 look mild.

I will conclude by saying that sure, the Senator from New
Mexico has a point. There are provisions in the bill that ought to
be changed. I am sure the Senator from Florida would like some of
them changed. I am sure the ranking member and chairman of the
Finance Committee would like some of them changed. But it is the
only game in town. The only hope we have to tell the American
people and the financial markets that we intend to reduce the defi-
cit is this piece of legislation and it will not be too long before the
proof of the pudding will be in the eating. Someday in the next 3
months or probably more likely some morning at 3 a.m., we will be
considering whether or not we are willing to make the choice and
if we do not, then the Senator from New Mexico was right, and if
we do, he was wrong. This conference report gives us the opportu-
nity to find out.

I yield the floor.
The PRESIDING OFFICER. The Sen'ator from Illinois, Senator

Dixon, is recognized.
Mr. DIXON. Mr. President, I have listened with interest this

morning, some of the time in my office and a period of time here
on the floor, to this entire discussion because I am not a member of
the Budget Committee. I have supported the Gramm-Rudman-Hol-
lings initiative and have voted on every occasion to seek methods
to achieve a balanced budget at the earliest possible date. Earlier
this year, I supported an amendment by the Senator from Louisi-
ana, Senator Johnston, to seek a deeper cut this year. I think it
would have amounted to $40 billion. So I am sure I speak for many
other Members when I say we are not entirely satisfied with the
conference report that is presently being debated. But, Mr. Presi-
dent, it is worthwhile to consider what occurs if we do not adopt
this conference report.

I wonder whether my friend, the Senator from Texas, who was
the principal sponsor of the original Gramm-Rudman-Hollings bill,
might yield to me for a series of questions concerning this matter. I
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note he is in conference right now with the manager on our side
and the Senator from New Hampshire.

Mr. GRAMM. Mr. President, will the distinguished Senator re-
state his question?

Mr. DIXON. I have not put the question yet. I am sorry to inter-
rupt my colleague. I noted he was visiting with others there about
the bill.

Might I ask him some questions? Will he yield?
Mr. GRAMM. Sure.
Mr. DIXON. The point I made, may I say to my friend, the Sena-

tor from Texas, was that what we ought to consider is the alterna-
tive to the adoption of the conference report if we do not adopt it
because many of us have some reservations about the conference
report. Would my colleague accommodate me in connection with
some of my concerns about that?

First, is it correct that if we do not adopt this conference report
we continue to operate under the provisions of the existing
Gramm-Rudman-Hollings law without the triggering device or the
fixing device that wouid cause 'automatic sequestration to take
place?

Mr. GRAMM. The distinguished Senator from Illinois is correct. If
we do not pass this revitalization act then we stay under the old
law.

Mr. DIXON. All right. My second question is this: I am told that
the generally accepted figure for the deficit right now in the discus-
sions before OMB, CBO and others is around $153 billion or so. Is
that substantially correct or what is the figure?

Mr. GRAMM. Roughly in that range. I think the last one I have
seen is $157 billion.

Mr. DIXON. All right. Let us take that figure. Now if I remem-
ber-and the Senator may have to correct me because my memory
would not be as good as his on this-but is not the threshold re-
quirement or the target this year under the existing law $108 bil-
lion?

Mr. GRAMM. That is correct.
Mr. DIXON. All right. And the sequestration provision the auto-

matic triggering device for sequestration is out under the Court de-
cisions?

Mr. GRAMM. That is correct.
Mr. DIXON. So essentially what we are faced with if we do not

adopt the conference report, am I correct in assuming this, is that
we will have to meet the requirements of the existing law?

Mr. GRAMM. We would have to vote on whether or not to trigger
a sequester of roughly $50 billion.

Mr. DIXON. That is exactly what I thought. We would have to
vote on that.

Now I ask my friend whether he thinks there is much chance
that the Congress would vote that kind of reduction?

Mr. GRAMM. There is zero chance.
Mr. DIXON. Zero chance. So that the alternative, if I understand

the facts correctly, to the adoption of this conference report is that
we would have to cut $50 billion. My friend from New York, I
would remind the Senator, only a moment ago-and I respect him
greatly-was talking abut the impact of a sequestration that could
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take place, some of the reductions that could take place here. If I
understand the alternative correctly, if we do not adopt this confer-
ence report, we would have to cut $50 billion, substantially more
than the concerns of my friend from New York. Is that right?

Mr. GRAMM. If we complied with a fallback trigger as the distin-
guished Senator knows, the likely action is that nothing would
happen and the deficit would continue to mount.

Mr. DIXON. That is correct. So that we would either have to
make a very deep cut or nothing would happen, the deficit would
continue to mount and we would continue to operate under deficit
financing by borrowing more money?

Mr. GRAMM. The Senator is correct.
Mr. DIXON. I thank my friend from Texas.
I would like to make just this brief observation, that, Mr. Presi-

dent, many of us here are not on the Budget Committee and do not
deal with these problems every day, but we want to do obviously
the right thing in connection with dealing with this budgetary
problem.

Now, a number of people here have opposed this conference
report for a variety of reasons. One of my friends has suggested
that if we do adopt this conference report that indicates that there
is going to be sequestration of funds in a variety of significantly im-
portant programs which he named. That is probably so.

On the other hand, if we made cuts under the existing law, the
cuts would be much greater.

Others have suggested that the cuts that we are making here are
not enough, but if we do not adopt this conference report there is a
chance that no cuts whatsoever will take place and there will be no
sequestration of funds whatsoever this year.

I think when you look at the alternatives, Mr. President, you
come back to the conference report and you see that that is the
best of the opportunities available to us as Members to deal with
the budgetary problem.

Now my friend from New Hampshire read the names of those on
the House side who signed the conference report. They are the
leaders of both political parties over there. They were involved in
the conference. I am satisfied that what they have done here is the
outside parameters of what they are able to do in connection with
this particular conference and the budgetary problem.

And so I would suggest to my friends that we ought to adopt this
conference report on the grounds that it is the very best we can do
-under the circumstances. There will be a $23 billion reduction in
the deficit under this conference report. As I understand the con-
ference report, if we follow the conference report and the new
Gramm-Rudman-Hollings law, we will, by the year 1993, achieve a
balanced budget. I certainly think that is a desirable goal for us to
seek. I urge my colleagues to support the conference report.

I yield the floor.
Mr. Levin addressed the Chair.
The PRESIDING OFFICER. The Chair recognizes the Senator from

Michigan.
Mr. LEVIN. Mr. President, first let me congratulate the leaders of

this conference in producing another report which is the best that
could possibly be achieved under some extremely difficult circum-
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stances. Hopefully today we will adopt that conference report and
take a step on the road toward deficit reduction.

We have had to overcome a lot of congressional reluctance and a
lot of Presidential opposition to get to this point. Even the Supreme
Court put a hurdle in the way. But now we are finally on the verge
of setting up a process which will put us on a realistic path toward
a balanced budget.

Mr. President, I am the first one to admit that this Gramm-
Rudman fix is not exactly what I would have put in place if I were
king, nor would the Gramm-Rudman process itself have been what
I would have put in place had I been able to vote 100 votes here
and 435 votes in the House.

I supported Gramm-Rudman in 1985 not because it is the ideal
way the system should work, but out of a sense of frustration and
out of a belief that, without an action forcing mechanism like
Gramm-Rudman, neither the President nor the Congress would ne-
gotiate a substantial deficit reduction package. I was convinced
that without the threat of automatic across-the-board cuts, there
would never be agreement between the President and the Congress
or within the Congress itself, on a package which would call for
shared sacrifice and which would recognize that increased revenues
as well as spending restraint are necessary. I would have liked to
believe that we would see the handwriting on the wall about the
consequences of not taking action on the deficit without having to
be pushed up flat against that wall. But all the evidence pointed to
the need for an action forcing mechanism.

Now, I know that since it was enacted, Gramm-Rudman has been
a favorite pincushion of editorial writers and academics. Indeed,
many of them and some of our colleagues see it as the ultimate
copout. They see us abdicating congressional decisionmaking to bu-
reaucratic across-the-board cuts. But the real copout would be to
see budgetary gridlock and to do nothing about it. Gramm-Rudman
is a way-even if it is an awkward way-to break that gridlock. It
is a way to force decisionmaking from elected officials who do not
like to inflict some pain now, even to avoid greater pain later. This
pain is as evenly applied as we know how in this Gramm-Rudman
fix. We should get on with applying it before this economy totters
from the crushing load of Federal debt.

The legislation that we are considering today to fix Gramm-
Rudman is necessary because the Supreme Court decision of last
year knocked the teeth out of the law we passed in 1985 and be-
cause that law itself contained, as it turned out, an unrealistic
glidepath toward a balanced budget. If it were up to me alone to
draft the fix, if I had all the votes I needed in my hip pocket to
pass what I drafted, it would differ somewhat from what we have
before us today.

For instance, I believe that it would make sense from the per-
spective of economics if the deficit reduction figure for fiscal year
1988 was closer to the $36 billion which the Congress approved of
as part of the budget resolution than to the $23 billion called for in
this conference report. We see that interest rates are rising and
that the trade deficit stubbornly resists declining. We know the
effect that the budget deficit has on these problems, and we should
be as aggressive as is reasonable in reducing that deficit.
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In addition, the chances that the President would enter into ne-
gotiations on a deficit reduction package would be enhanced if he
faced a sequester order of $18 billion in defense-$18 billion in de-
fense instead of the $11 billion he faces now. Similarly, many Mem-
bers of Congress would be more open to such a deficit reduction
package if they were confronted with an $18 billion sequester order
affecting domestic programs instead of the $11 billion that we face
now. So a target of $36 billion would have exerted more pressure
than one of $23 billion, and, thereby, would have made it more
likely that Gramm-Rudman would achieve its intended goal of forc-
ing the President and the Congress to agree on a substantial but
targeted deficit reduction package as an alternative to across-the-
board cuts.

Furthermore, by limiting our sights to $23 billion in deficit re-
duction for fiscal year 1988, I am concerned that we now risk
asking people to sacrifice and only being able to show them in
return a deficit which offers little, if any, improvement from what
is projected for fiscal year 1987. If we are going to ask the people to
mount the barricades to fight the deficit, then we risk losing their
faith and cooperation, which are essential to victory, if, when the
smoke has cleared, the deficit appears to be standing nearly as tall
as ever.

Yet, in spite of these concerns I support this Gramm-Rudman fix
because I am convinced that in order for a fix to be approved by
the Congress, it would have to look pretty much like the fix before
us, and because I am convinced that without a fix the deficit situa-
tion will grow far worse. It was clear in the conference that the
support from the other side of the aisle would not have material-
ized if the deficit target exceeded $23 billion. And while I believe
that the threat of a $36 billion sequester order would have made a
Presidential-congressional deficit reduction agreement more likely,
the threat of a $23 billion sequester order still makes it somewhat
likely. It was also clear that a Gramm-Rudman fix stood no chance
of passage unless it had bipartisan support. Neither party, standing
by itself, had the votes to pass its preferred fix.

What is more, it is clear that there would be no reconciliation
bill which cuts spending and raises revenues if there is no Gramm-
Rudman fix. Key committee chairmen indicated their reluctance to
push for passage of a reconciliation bill if there was no chance that
the President would sign it as an alternative to a sequester order.
So our very real world is the world we operate in and in that world
the choice is not between $23 billion in deficit reductions or $36 bil-
lion, but between $23 billion and something much less than that,
perhaps nothing.

Finally, it is clear that unless there is such a reconciliation bill,
there is virtually no chance that the deficit in fiscal year 1988 will
be lower than the deficit in fiscal year 1987. In fact, the most likely
scenario is that the deficit would shoot upward and our economic
policy would drift aimlessly until a new President takes office in
1989.

So, while it is certainly possible to theorize on how to improve on
the Gramm-Rudman process in general or on how to improve on
the Gramm-Rudman fix before us in particular, I do not see how,
in a very practical sense, we can do any better. In one sense this is
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admitting failure. In another sense, a more important one, it is rec-
ognizing reality. But if we do not recognize that reality today, to-
morrow s reality will be far more painful.

I want to again commend my friends, Senator Bentsen, Senator
Chiles, Senator Gramm, and others on this conference committee. I
saw them at work. I know how hard they worked. Their product is
a good one. It deserves to be approved by this body.

I yield the floor.
The PRESIDING OFFICER (Mr. Graham). The Senator from Colora-

do, Senator Armstrong, is recognized.
Mr. ARMSTRONG. Mr. President, the choice before the Senate

today would undoubtedly be very pleasing to a masochist. The
proof of the matter is that the choice which we are faced with
today is probably very satisfying to anybody who likes to see Sena-
tors squirm. This is the kind of a choice which would be positively
a delight to Thomas Hobson.

I wonder how many Senators remember the name of Thomas
Hobson. He is the person whom we recall in the phrase "Hobson's
choice."

Mr. Hobson was the proprietor of a stable in the 1500's and the
early 1600's and he had an unusual custom. When people came to
his stable to seek a horse he did not let them take their pick. They
were not able to select from among the available animals which of

-them suited them the best. Instead, Mr. Hobson insisted that they
take the horse that was nearest to the stable door or depart with-
out getting a horse at all. That is exactly the situation that we find
ourselves in with this proposed fix of the Gramm-Rudman-Hollings
budget measure.

I do not think, Mr. President, that most people who prosper here
in the Senate tend to agonize over decisions. I think we are all
pretty quick decisionmakers. In fact, if we are slow to make deci-
sions it is just hard to thrive in this place because we have-to-east
about, I guess, maybe 600 or 700 votes a year on the floor and sev-
eral hundred more in committee. If we have to stop and think
about every one of them in great detail, there just is not time to do
it. Then, if we look over our shoulder when it is over and lose sleep
at night wondering did we really do the right thing, we create an
impossible situation.

I find that I come to the floor and generally can make a pretty
quick decision on things and I think most of my colleagues have
the same experience. Besides that, on most issues there are normal-
ly what one of our colleagues used to call bell cows. On almost any
issue, whether it is budget or abortion or Central America or you
name it, there is a certain group of recognized players who have
long-established expertise and positions and they divide along more
or less predictable lines so those of us who have not been following
the debate closely can generally look down the line and say well,
so-and-so is on this side and so-and-so is on the other side, and we
very quickly sort ourselves out into where we want to be.

For a lot of reasons this particular issue does not lend itself to
that kind of analysis. First of all, while this is not a wholly novel
issue, it is very, very unusual slant on the question of getting some-
how to a balanced budget. Even for those of us who supported
Gramm-Rudman-Hollings, and I did so, we do not find outselves en-
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tirely comfortable. In fact, I do not find myself comfortable in the
slightest degree with the proposal which is brought back to us from
the conference committee.

The bell cows in this particular case are not sorting themselves
out into their particular corrals. It so happens that the Senator
from New Mexico, the ranking Republican member, and the
former chairman of the Senate Budget Committee, who has fought
longer and harder and more skillfully and with greater dedication
and tenacity for more years than any of us can remember, to some-
how bring spending under control and balance the budget, has de-
nounced this compromise, said it is not going to work. Instead of
being for it, which would be more or less the predictable role for
him to play, he is on the other side.

It is interesting, also, that at least a few Members of this body
and the other body who never associated themselves with the cause
of deficit reduction have suddenly expressed that interest. I went
over with great interest the rollcall vote yesterday in the other
body in which the House of Representatives divided along lines
which I found to be quite unusual, if not entirely unprecedented.

So, without too many cow bells and without a clear precedent, I
found that I had to give this issue a lot of thought, an unusual
amount. I arrived at what is for me a somewhat unusual conclu-
sion. I would just like to share the background of it with my col-
leagues before we go to a vote.

The arguments in support of this proposal to fix up Gramm-
Rudman-Hollings are pretty simple to state. First, that though it is
cumbersome, the fix does not establish a path to a balanced budget
at some future time. Yes, it is a delayed time; yes, it is a cumber-
some method, it is a complicated path, but at least it amounts to a
policy declaration and maybe something more that we are going to,
at some time in the distant future, balance Federal spending and
revenues.

It applies a form of external discipline to the Congress and I am
for that. I am a person who believes that year in and year out, Con-
gress will never really get itself together unless there is some kind
of exterior discipline. I prefer a constitutional amendment which
requires that Congress balance the budget. This, indeed, is the pat-
tern which has been followed by almost all of the States, by most
municipalities, I guess by organizations and others; that they have
outside requirements.

The Congress of the United States is really almost unique in a
governmental sense that they just have unlimited authority to
borrow and borrow and borrow. That has not worked out, so I like
the external discipline.

Second, I like the fix because it assumes, it does not prove but it
at least assumes, that cuts will fall somewhat proportionately
across the board.

The first thing that happens under Gramm-Rudman-Hollings is
that the cuts are exempted from certain programs which are politi-
cally of high priority. I think that is a huge mistake myself.

The Senate at one point was willing to bite the bullet on some
very sensitive programs. This is some years ago. The Senate was
willing to say, even with respect to unmentionable programs like
Social Security and farm subsidies and housing subsidies and pro-
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grams for poor people and scientific research and you name it, that
we ought to apply this more or less across the board. That is not
what Gramm-Rudman does.

It takes a shopping list of things out of the mix and says that all
of the savings will have to come from the programs that are not
otherwise exempted.

Nonetheless, it does have this sort of rough idea that half the
cuts will come from domestic spending programs and half the cuts
will come from the defense spending area. I am skeptical that it is
going to work out exactly that way. I hope that if we have to have
a sequester that is what will happen. But at least the notion of it is
sort of embedded in this proposal.

Third, I note, Mr. President, with approval, that this is a truly
bipartisan measure and I think that is a positive benefit of this
proposal; perhaps not enough of a reason to vote for it in and of
itself. I sense that the breakdown in bipartisanship on the budget
the last couple of years has been very injurious to the processes of
the Senate and more important has contibuted mightily to the defi-
cit. So the fact that we are able to get a broad cross section of
Members of both Houses, of both parties, who are interested in this
proposal and willing to vote for it, I think, is a good sign. I think
that is a tribute to the people who worked on it and I compliment
especially the chairman of the Senate conferees, Senator Bentsen;
the chairman of the Budget Committee, Senator Chiles; and the
ranking Republicans, Senator Packwood and Senator Domenici.

The fact of the matter is this is about the only pending proposal
which really does encompass a broad cross-section of both Republi-
cans and Democrats. So that is what I see in this that attracts me
to it.

These are the provisions-they are not too numerous-but there
are some things about it that I find are admirable.

The laundry list of things that are wrong with it is depressingly
long. First, in order to be for this, you have to start with the base-
line proposition that you are willing to vote for and support and
explain at home and justify to your conscience a huge, indeed, an
astronomical increase in the national debt. I have not heard all the
debate, but I guess very little has been said about that the last 4 or
5 hours. I will just tell you for the Record, I do not like that. That
is not something I warm up to and, in fact, if I vote for this propo-
sition-which I guess I am going to do-it will be only the second
time in 15 years that I have voted for an increase in the national
debt.

By and large, I think that it has been a mistake for Congress to
resort to increasing the debt. It has amounted to nothing more or
less than just putting off the problem and avoiding tough decisions.

The second thing that I must note as a significant problem in
this proposal is that I do not think it is going to work. At least I
am not sure it is going to work. There is a chance that it will fulfill
its intended purpose, but there is also a very strong possibility, at
least, that the Senator from New Mexico will prove to be right.

I have decided I am going to vote for this, but I told the Senator
earlier that there is a very good chance that, in 6 months or a year
or maybe in January 1989, that we are all going to come back to
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him and say: By gosh, Pete, you were right. This is worse than
doing nothing.

I decided that by a very, very close judgment it is not worse than
doing nothing but I am not very confident of my opinion and I
deeply respect the arguments that Senator Domenici has made on
this. I just want to admit, going into it, he may well prove to be
right.

This thing is pretty hokey, and there is a good chance it may not
work.

Third, I note that it is heavily backloaded. That is, in essence,
the point that was being made a moment ago by our colleague from
Michigan [Mr. Levin] who points out that the targets in the first 2
years are a lot easier to meet than the targets after that. Two rea-
sons for that. First of all, because we put in a plug figure. We say
that the first year we only have to meet $23 billion of deficit reduc-
tion no matter how large the deficit and the second year $36 bil-
lion. That means in the third year when we finally get around to
the notion of fixed targets it is going to come down like a ton of
bricks on the new President.

I do not think that the timing which is contemplated by this sce-
nario is accidental in the slightest.

It is not a coincidence of a happenstance that we have crafted
something which permits us to be on record in favor of balancing
the budget, a Gramm-Rudman fix, getting on track to where we
want to be in the 1990's, and yet puts off the heavy lifting beyond
the next 18 months so that all the Senators who are running for
election can get themselves elected or reelected and so that the
next President can be chosen before the hard work really starts.

I do not mean to imply that a sequester this fall is going to be
duck soup or child's play, but compared to what the new President
and the new Congress will face in January 1979, it will make this
look like the good old days.

I think backloading it in this way is sort of a hint that maybe we
are not too serious about it, and the predictions that Senator Do-
menici and others have made that it will be amended, maybe abol-
ished or repealed, in the early part of 1989, could well come true.

I also have another little qualm. We do not know as we stand
here today who the next President is going to be. We do not know
whether it will be President Bush, President Dole, President Kemp,
-President Biden. We do not know who the next President will be.
Whether he is a Democrat or Republican, I do not think it is good
public policy to deliberately set a trap for him. That is what we are
doing by backloading it in this way, when we say that in his first
budget submission when he is trying to put together a battle plan,
a Cabinet, an agenda for the country, that the first thing he has to
do is send up a budget which is far tougher and addressing ques-
tions which are far tougher than we are ourselves prepared to ad-
dress at this time. I have real doubts whether that is good.

Next, Mr. President, I want to note that this proposal is so com-
plicated that it is really in its very essence antidemocratic. I do not
mean an anti:Democratic Party; I mean antidemocracy, anti the
people. This thing is so complicated that as a practical matter it is
impossible for almost all Senators to really understand.
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They say that confession is good for the soul, and I will make two
confessions.

First, that I have been on the Budget Committee for about 9
years and I have been a reasonably faithful participant in the af-
fairs of the Budget Committee. Before that, I was on the Budget
Committee of the House of Representatives for about 4 years. At
one time in my career I was a member of the State legislature
budget committee in Colorado. So I have been following this for a
long time.

I am not sure I understand it. I do not understand how anyone
who had the benefit of being on the Budget Committee for 9 years,
who did not spend a few hours on Sunday, which I did, who did not
have access to briefings which I know were not available to most
Members in this Chamber, and who do not have on their personal
staff the expertise that I have with members on my staff-I do not
see how it is possible for Senators under those circumstances to
know as much about it as I do. I will tell you, I do not fully under-
stand all the ramifications and implications of this broad process.

I understand the broad outline and I think I have a pretty good
idea how it will work out. But I think we ought to know it cold. We
are betting the ranch on this. This is a big, big vote we are about to
make. The truth of the matter is there are only a handful of Sena-
tors, only a handful at most, who really have a detailed under-
standing of the processes and procedures and assumptions that are
built into this resolution. I am not sure that there is even one who
could stand before yoi-there may be one, two, or five who could
stand before the Senate today-and say, "I understand this so thor-
oughly that I am confident of the outcome under different scenar-
ios, under different circumstances that may develop either in the
legislative process or in the national economy."

If there are any such persons, none of them have volunteered it
to me privately.

Well, what is the significance of that? I am not just expressing
frustration. The point is you create a situation, and we have done
this deliberately. This is not something that just happened. We
have deliberately created a process for budgeting, spending, and ac-
counting for the Government's activities that it is impossible as a
practical matter for Senators to understand or know who is at fault
if things go wrong, and it is completely impossible for the people at
home or for journalists or commentators or candidates or voters to
really know who is at fault if th~s thing goes off the track. And
there is, in my opinion at least, a 40-60 chance it will go seriously
off the track and will not work. That is a serious problem.

This whole budget process which I have supported up until now,
and I am reconsidering that position, too, was, to begin with, highly
complex. It is at best a sort of a Rube Goldberg contraption. Over
that, we added the Gramm-Rudman process, and I supported that. I
felt that I could just barely understand the ins and outs of that.

Now we have the modified Gramm-Rudman-Hollings approach,
which is contained in this legislation. I am not going to embarrass
anybody by asking them if they can explain some of the archaic
provisions of it, but I have been over this very carefully with my
staff and the staff of the conference committee and the staff of the
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Budget Committee and there are some things in there we just do
not know the answer to.

There is at least one provision in there which I believe has been
left deliberately ambiguous because I do not think they could get
the votes for it if they answered the question specifically. I think
that is just a fact. They just had to fudge over one major issue. In
fact, it is true because that is what we conferees sat around and
talked about.

I kept trying to push it, saying, "Look, we have to at least figure
this out and know what we are voting on." The answer I got back
was, "Yes, that is right, but we have the votes and we are going
with it."

I think that is a serious not only public policy but a budget
policy. I think that is serious in the process of Government. While I
do intend to support this conference report. I must say I am deeply
troubled about that and I hope that at some point, maybe arising
out of the same wellspring of bipartisan spirit that brings this com-
plex matter before us, there will be a simplicity cost. I hope there
will be some Members who will think it important enough that we
are able to hold the process accountable that they will join in that.

Mr. DOMENICI. Will the Senator yield?
Mr. ARMSTRONG. I am happy to yield.
Mr. DoMENICI. Let me say to my friend, and he knows that I

really mean that sincerely, you have spent much more time on this
subject than most. Probably only five Senators have spent as much.
You were on the conference, asked a lot of penetrating questions. I
know you went through the bill, and particularly those complicated
questions about continuing resolutions and how you could score
them against sequester.

My staff talked to you for a very long period of time.
I am absolutely convinced that in this particular instance, com-

plication will be the mother of invention. The invention that is
going to result will not be on the side of deficit reduction.

Let me give a very simple example, then ask you if your under-
standing of this bill is the same as mine.

My good friend from Florida quite properly, for about a year or a
year and a half, has been saying, "We do not want any more of
this"-I do not want to use the word "cheating"-"shenanigans,"
where you slip a day on military pay and pick up $3 billion in
outlay savings.

You'll remember that one. That is how we fit a defense budget
within a low target, by moving pay one day so that it is within the
next year.

Mr. ARMSTRONG. I remember that very well. I think we discussed
that on the floor at the time.

Mr. DoMENICI. We have language in here that purports to fix
that. We do not want to do that anymore. We do not want the
House Armed Services' approach to the defense bill, where they
were told, "Meet this target or your bill does not pass."

They were not appropriating, but I am using an example.
They said, "We will talk to CBO."
They said, "How many days at the end of the year will it take to

save $6 billion in outlays, if we do not pay our bills?"
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They have in there, "The last 12 days of the year we do not pay
our bilis to anyone other than"-and they did not want to offend a
lot of people so we put parenthetically, "(except small business)."

They got the number.
Now I ask, what do you think the results are going to be if an

appropriations bill says, "Well, you are not supposed to exceed $5
billion in budget authority, and $4 billion in outlays for the year"?

You add it up and get CBO to tell you and they say, "Well, you
are $70 million over."

So you write in the bill, OK, this $70 million will not be spent
until the next year. You just write it in. You say here are these
programs. They have a lot of money. We know they need it. We
want to give them assurance. They have programs under way. We
just say, all right, we give you your $4.6 billion, but $70 million of
it will not spend until 1989.

We do not know where that fits with reference to this thing. We
do not know how we are going to find that. But it seems to me
every time we rely on this kind of complication, as the Senator in-
dicated, that is the kind of invention we will confront. I do not be-
lieve it is possible to catch up.

I compliment the Senator on his argument today. It is about as
good as anyone's. I regret to say that after having made as elo-
quent an argument as anyone has made against this bill, the Sena-
tor comes down mildly on the side of being for it. I tell my people
back home frequently, when I am talking with them, that you
cannot say "maybe" in the Senate. People who have never voted
can say "maybe." But here, you either say "yes" or "no." So the
Senator has come down on the side of "yes." I think the Senator
has made an eloquent argument-perhaps better than I have
made-against this bill, and I thank him for it. I hope somebody is
listening so that they can say, "I have heard all the argument, and
I am persuaded by Senator Armstrong from the great State of Colo-
rado that I should vote against it."

Let me ask the Senator if-
Mr. ARMSTRONG. Mr. President, before the Senator propounds an-

other question, I thank him for his generous observations about my
arguments in opposition to this bill. But I want to point out I have
four more reasons why people ought to have serious reservations
before voting for this bill. In due course I am going to give, in a
very low-key fashion, the rationale of why, notwithstanding the se-
rious, possibly fatal flaws in this legislation, I am going to vote for
it. But I thank him for his generous comments.

Mr. DOMENICI. I did not know the Senator had more.
Mr. ARMSTRONG. I do.
Mr. DoMENICI. I will not get up when the Senator is finished and

compliment him a second time.
Mr. ARMSTRONG. I have a couple items that will probably curl

the Senator's hair.
Mr. DOMENICI. Let me ask the Senator this question because I

am not sure all our Senate friends understand this. But let me see
if the Senator understands this the way I do.

We say we are going to sequester $23 billion off this new base-
line, which the Senator and I know is not the current expenditures
of Government, but decided to add 4.2 percent to the ledger so we
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have a hypothetical set of numbers for the Government's expendi-
tures. I have called it today cutting from a hot-air baseline, instead
of the expenditure level. Average citizens would assume, if you are
cutting, you are cutting from where you are. We somehow added to
both sides.

But now we have a reconciliation bill out here that was done a
long time ago, a mandate to the committee that was supposed to,
when coupled with the targets in appropriations, achieve $36 bil-
lion in cuts. We are not trying to get $36 billion anymore. It would
not even be relevant because we use different starting points.

But am I correct now that once we have passed this, and assum-
ing the President signs it, there is no blueprint for any of the com-
mittees around here to decide what their responsibility is, other
than the parts of the reconciliation bill that are still relevant? And
the tax one is not.

I have said there will be taxes, but nobody is saying $21 billion.
In fact, that is why we have this Gramm-Rudman-Hollings fix, be-
cause nobody wanted to do $21 billion. Does the Senator share the
same concern I have with all of this complication, that nobody is
really going to know from this day until October 20, when a seques-
ter goes in, whose responsibility it is to do what to get $23 billion?

Mr. ARMSTRONG. Mr. President, I think the Senator from New
Mexico is correct. I am not so sure anybody knew where we were
going anyway.

Mr. DoMENICI. Before.
Mr. ARMSTRONG. Before. There was a direction to the, committees

contained in the budget resolution.
Mr. DOMENICI. Yes.
Mr. ARMSTRONG. And so from the standpoint of civic theory, one

could suppose that the committees were going.to abide by that, but
we at least had a road map. If the Senator's point is that this sort
of puts a large ink blot on the road map and conceals more than it
reveals, I would agree with that. What I think is going to happen,
at least the best hope I can put on the matter from that stand-
point, is that having stuck their necks out to present and obtain
passage of this bill the leaders involved-and we'are talking about
the principal leaders of the House and the chairman and ranking
member of the Senate Finance Committee, the chairman of the
Budget Committee, and some others-having committed so much of
their personal prestige to this are going to feel obligated to make it
work. Frankly, I think the people who have put this compromise
together, the ones I have named and some others, have a very
heavy responsibility, and indeed those of us who vote for it have a
responsibility, to figure out how to make it work.

I mention that in passing because, as I conclude my remarks, I
am going to spell out some things that Senators can count on me to
do and some things they cannot. For example, and this brings me
to one of the points I wanted to make about the bill, many people
think it will trigger a tax increase. That could be true. I am going
to vote for it but I am serving notice right now that if anybody is
counting my vote for a tax increase, they can quit counting because
I am not personally buying into that kind of a compromise. If
somebody is harboring the notion that they are going to avoid the
sequester because we are going to pass a big tax increase and they
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will not have my vote, probably will not in fact.

But I think the answer to the Senator's question is that this leg-
islation, if enacted, will lead to exactly what he has suggested, in-
vention, and there is probably going to be some pretty cute inven-
tions around here.

I hope that in the spirit this has come forward-because even
though I think the work product is poor, the spirit that underlies it
is genuine and good, and I hope that spirit will prevail-when the
crunch comes-and there will be a little crunch later this year and
another little crunch after that and a huge, colossal, mammoth,
earth-shaking crunch in 1989-we will not approach it by resorting
to golden gimmicks, or the kind of deferrals of payments that the
Senator has mentioned, or the kind of smoke and mirrors that we
have gone through, or selling of assets, or double counting savings,
or adjusting the baseline, or hot air baselines, or any of that. I hope
that the people who are really bringing this forward will feel obli-
gated to comply not just with the letter of it but with the spirit of
it. If all they do is comply with the letter, there is a good possibility
we will just end up in a cul-de-sac because the truth is nobody
knows for sure what the letter of this provision really would re-
quire us to do. And so what we are buying into, what anybody who
votes for this thing is really buying into is sort of a consensus of
goodwill with some broad guidelines. And if that is not a poor way
to legislate, I will throw in with them.

Mr. DoMENcI. I thank the Senator.
Mr. ARMSTRONG. I guess that responds to the Senator's question.
Mr. President, I do want to set forth at least four more reasons

why I think we ought to have doubts and reservations about this
legislation and why a vote against it would be amply justified. I
have. already mentioned that it may set the stage for a tax in-
crease. The choice that we are going to face very quickly is a se-
quester or a tax increase. If anybody thinks as we gather here
today that there will be votes enough to make significant cuts in
domestic spending to avoid a sequester, they just counted the votes
a lot differently than I have. I would be pleasantly surprised if that
happened, but I do not think it will. Nor do I think it is likely that
Senators are going to voluntarily belly up to the bar for big defense
cuts.

So my guess is it is going to come right down to a question of
either a sequester or a fairly substantial tax increase. I do not have
a horror or a dread of a sequester. I have tried to look pretty care-
fully at what will happen if a few weeks from now there is a se-
quester and we have an across-the-board cut and it is allocated half
to defense and half to domestic programs. It is going to hurt, but it
is not going to be excruciating. It is just a prelude, just a foretaste
of what we are going to go through next year and the year after if
we are really serious about it. I have already said my piece about
that, that I am worried about how the baseline will be defined
when we start cutting defense, and I just want it on the record that
I am keeping my powder dry on a tax increase.

Let me make the point that lovers of Government process will
find this bill a disaster. People who honor the traditions of the leg-
islative body and who think that self-government is not only a
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practical thing but is also a thing of beauty will find this a mon-
strosity. This is a procedural nightmare.

It is also most unfair. It is not just complicated; it is really
unfair. We have a provision-I do not know if it has been discussed
previously-in this conference report, as I understand it, which
says that when the sequester is ready to go into effect, it is possible
for the Congress to consider and act upon an alternative sequester
resolution. That alternative sequester resolution comes to the floor
under expedited procedures, a highly privileged matter, and is sub-
ject to amendment but only with some limitations, and may not be
filibustered. It is a high-priority, special treatment piece of legisla-
tion which provides an alternative to the Presidential sequester.

Here is the part that I find to be completely unfair. The only
person who can introduce that sequester is the majority leader. I
do not take anything away from the majority leader in saying
there are 99 other Senators and the notion that the only person in
this Chamber-and am I mistaken about this? Has this been al-
tered since we discussed it earlier? The only person in the U.S.
Senate who can propound an alternative to the sequester is the
majority leader. The same is true in the other body. They have 435
Members in the House. Only one of them can introduce an alterna-
tive sequester. I think that is really tinkering around with a proce-
dural consideration that we are going to regret. I already regret it,
and we have not even started it yet. That is just one of the features
of this which I really think are a procedural nightmare.

Seventh, let me point out that we are really just postponing the
day of reckoning, although we will have some pretty heavy going
here in the next few weeks if we enact this-probably some work,
tough votes, and decisions we have to make whether or not we
want to support a tax increase, whether or not we want to see edu-
cation cut, agriculture cut, defense cut, and other things. What we
are really doing is putting off the day of reckoning. We are not ad-
vancing the day of reckoning. We are not saying: OK, the problem
is here; let us bite the bullet. We are saying: Let us go on a diet
starting 2 years from now.

I am sure I have told this before. But after I put on a few
pounds, I tried to figure out some way to lose weight without diet-
ing. I cannot do it. What I can do is postpone the decision on
Friday. I will say the weekend is a bad time to start a diet. On
Monday I will say this is a hard week and it is a poor time to start
the diet. But the truth of the matter is, if you want to lose weight,
to eat a little less. If you want to balance the Federal budget, you
have to start spending a little less.

What we are really saying is we are going to be virtuous, strong,
courageous, take chances, we are going to bite the bullet but we
are not going to do it for a couple of years. We are just going to
take a nibble of the bullet now and really chomp down on it in
1989.

Finally, Mr. President, I have not tried to make an exhaustive
list in this legislation, but I do want to note in passing that it gets
the Congress even more deeply mired in micromanaging the affairs
of the Government because when that sequester hits or threatens
to hit, we will know with precision exactly how every program,
function, and operation of the Government is going to be affected.



Then we are going to have presumably an opportunity to consid-
er an alternative by the lead of the majority leader, if he decides to
give us a vehicle on which we can work. Then Senators are going
to take a look at every act, every program, and every line item. We
are going through and critique it and fine tune it. We are going to
have votes, and we are going tp involve the Senate more and more
deeply in the minutia of Government instead of the policy issues of
Government.

We have gone a long way down that road in the last 10 or 12
years since the passing of the Impoundment Act. Congress got mad
at President Nixon because he did not spend some money. So we
passed the Budget and Impoundment Act which drew us quite
deeply into the process of second guessing things which had been
formerly matters of executive discretion step by step with a lot of
bad faith, I guess I would have to say on both sides, both on the
side of the executive branch and on the side of the Congress. We
have rubbed each other's nerves so raw that now nobody trusts
anybody. The only way that we can find to do business is to pass
statutory enactments or report language that attempts to fine tune
these small features of Government.

What we really ought to do is have the courage, grace and confi-
dence enough in our system and in the processes of Government,
just the ordinary every-day processes of Government, to say, look,
here is the policy, here is the broad outline. That is the law. That
is what Congress passes. And it is then up to the President, the
Cabinet offices, and the OMB to make most of the day to day oper-
ating decisions about how to fit into those priorities, and not put
them in such a straitjacket as we have done.

First, because it corrupts the function of the Congress, and I will
tell you in the years I have been here, I have seen the deteriora-
tion in the situation to a large degree, and I think others would say
the same thing. Congress is less and less willing to come to grips
with large policy issues and more and more focused on the tiny
issues, the minutia of Ggvernment.

Somebody said-and I guessit is too cynical for me really to sub-
scribe to, but it is not far off the mark-that you can tell how im-
portant an issue is by the way it is handled by the Congress of the
United States, because those matters which are basically inconse-
quential are accorded the full treatment, the formal debate, the is-
suance of a committee report, lengthy discussion on the floor, and
really the full ceremonial honors. Those go to the matters which
are basically minor or are of inconsequential importance. Those
things which are of huge importance are handled in the middle of
the night by unanimous consent with 30 minutes' debate, and
really are kind of blown off as if they did not matter. There is a lot
of truth to that. I do not quite subscribe to that notion, but it is not
far off the mark.

Micromanagement of this kind is bad for the legislative branch.
It is just terrible for the executive branch, because it puts the pre-
mium over there on their finding ways to subvert the intent of

---------Congress. It is a situation in which capable executives are frustrat-
ed about 5 minutes after they get into office. It is the way no busi-
nessman would operate a company. It is a way in which most State
governments that I am familiar with are not operated. We would
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not operate our own offices with the kind of procedural straitjacket
that we put the President of the United States, our Cabinet secre-
taries, and the OMB in.

So those are the reasons why I think this legislation is seriously,
and as I said earlier possibly fatally flawed. First, it does validate a
very large increase in the deficit. Second, there is a danger, a seri-
ous possibility that it will not work; that it is heavily backloaded;
that it will come down like a ton of bricks on the new President
right after he takes office; that it is so complicated and ambiguous
that it is impossible for Senators, let alone people at home, to un-
derstand and therefore hold accountable to people who are making
policy; that it probably sets the stage for a tax increase or at least
a large battle over a tax increase; that it is a procedural night-
mare; and, that it leads to micromanagement which is bad for both
Congress and the executive branch.

Mr. President, the tragic part of this is that we do not have to
make a Hobson's choice here. There are other horses in the barn. If
the stable of keepers were not insisting we take only the horse
nearest to the door, if we could go into the corral and sort of look
them over, check their teeth, and hooves, the fact of the matter is
there are a lot of better ideas on the drawing boards than this
Rube Goldberg cockamamy proposition that we are going to vote on
today.

For example, we could enhance the recission authority of the
President. That would save a lot of money. Do it in a way that
would not undermine the prerogatives of the President. I remem-
ber when the Democrats were in control around here before I tried
to get a resolution passed to enhance the President's rescission au-
thority and Jimmy Carter was the President. All my Republican
friends were apprehensive-not all of them. A lot of them were
afraid he would use his enhanced rescission authority to cut the
Defense establishment.

As soon as Ronald Reagan got in, I went around and got a bunch
of them lined up because they felt more comfortable with Reagan
in the White House. But I noticed there was a tremendous dropoff
on the other side of the aisle. Some of the same people who had
been willing to strengthen the hands of the Democratic President
were not willing to strengthen the hands of a Republican Presi-
dent. We argued about that, and fought over it. I offered amend-
ments several times.

Then Russell Long and I once offered a very sensible proposal
that would have given the President authority to rescind on an ex-
pedited basis in order to meet targets in the budget resolution
passed by the Congress itself. Incredibly, I am dumbfounded even
in retrospect to report this, the administration opposed that. Here
we had Democrats and Republicans lined up and they actively op-
posed the measure. They did not think the President ought to have
such authority. They were afraid they would be accused of using it
to rescind all or a portion of some increase in Social Security pay-
ments. They were afraid of it politically, so we only got 47 votes for
it, which I think was the high-water mark on rescission around
here.

The line item veto would be a better idea. A constitutional veto
to balance the budget would be a better idea.
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What would be best would be if we agreed to set this measure
over for about 2 weeks and every day take up about 10 proposals
pending for specific spending reductions, if the President sent up a
package of about 40 measures that would abolish, sharply curtail,
or drastically curtail programs like UDAG, farm subsidies, and
others.

When we got done with that, if we have the courage of our con-
victions, we would look at some of the sacred cows, such as Social
Security.

I note for my colleagues that I have said for the second time
today the unmentionable word, "Social Security," and I draw at-
tention to the fact thus far I have not been struck by lightning.

Around here, if anybody mentions one of those sacred cows-
farm subsidies or Social Security-and suggests that we could fine-
tune one of these and we could save money and it would be wise to
do so, immediately there is such a hue and cry that they back off.
It would be better for us to adopt some courage.

We have a Hobson's choice. We can either saddle up the horse
nearest to the door of the barn or forget it, because we are not
going to get a chance to look at the other horses right now.

Mr. President, on that basis, as I see it, we are confronted with a
very unsatisfactory choice: Either sort of go along the way we are,
creeping disaster, the prospect of rising deficits, rising interest
rates, rising inflation, and probably a further decline of the dollar,
and gradually sink into a quagmire-and undoubtedly were we to
defeat this, it would be sometime before we could put together even
the start of a bipartisan effort to bring this problem under con-
trol-or we can support this, with the likely outcome of a train
wreck.

So, do you want a creeping disaster or a train wreck? I have de-
cided to be a train wreck man. I think passage of this is going to
cause disaster sooner or later, and probably both. It is better, in my
opinion, to go forth in the spirit, not the letter, of this proposal, but
the spirit that underlies it, the spirit that brought together
thoughtful people in both Houses, on both sides of the aisle, to sup-
port it. And when we invent these crazy new solutions to comply
with it, it will be done in an open manner, and we will not resort
to gimmicks, and the outcome will be the best.

When I was in the State legislature, we used to have a phrase
which I do not think I have heard around here, but it applies here.
When we came to a particularly noxious matter, we sometimes said
we were going to hold our nose and vote for it. Mr. President, when
the vote comes, I think I am going to hold my nose and vote for it.

Mr. DOMENICI. Mr. President, I need not repeat my remarks with
reference to the distinguished Senator from Colorado. But, having
heard his eloquent remarks in opposition, I must compliment him
again.

Far be it for me to challenge his logic that, in spite of all those
reasons, he is going to hold his nose and vote for it. But I hope that
those around here who wonder what is wrong with this measure
listen.

I might say, before I engage in a colloquy with the senior Senator
from Oregon [Mr. Hatfield] that I did hear the Senator from Cdlo-
rado say he is going to vote for this and he thinks there is a way to

51-721 0 - 93 - 19
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get the $23 billion fix without taxes. I hope everybody understands
he was expressing his view of the world. I prefer to tell the Senate
what I think the consensus view of the world is, as to those who
put this thing together.

I do not think there is the slightest intention to affect a fix, get-
ting rid of the sequester without additional taxes. I have not heard
any proposal, and I do not see any on the horizon, to fix it; and
even with that, I do not believe we are going to get an adequate
defense level.

The Senator from Colorado has his view. The Senator from Texas
has his view, that he is going to vote for this. He said he would not
be vote for taxes. He did not say that it can be done without taxes.
He said he merely was not going to vote for them. That was his
position when he spoke.

Mr. ARMSTRONG. Mr. President, will the Senator yield?
Mr. DOMENICI. I yield.
Mr. ARMSTRONG. The Senator's statement reminds me of a foot-

note that I should state.
First, while I am going to vote for this, I am going to listen inten-

tently to what the President says when it reaches his desk. I do not
know whether he will sign it. My feeling is that he will. This is
going to be one of those rare occasions when I might change my
mind. In the years I have been in the Senate, I do not recall that I
have ever actually changed my vote as a result of a Presidential
veto. I may in this case, depending on his reason for doing so.

Second, I stopped just short of saying that I would never vote for
any taxes. I said there is a consensus that taxes are part of the
answer, but they had better not be counting on my vote to do that,
because at the moment the sequester is more attractive than a big
tax increase.

I thank the Senator for permitting me to add that. My guess is
that we will have a train wreck, and it will come down to a ques-
tion of whether or not we can get all the principal players at the
table, including the President, and it will involve a trade off of
some taxes and involve a trade off on some of these sacred cows.

Mr. DOMENICI. Mr. President, I should like to discuss with the
Senator from Oregon the operation of sequestration with regard to
a full-year appropriation bill. My questions will relate equally to a
full-year continuing resolution and to regular appropriation bills.

Is the distinguished ranking member, the senior Senator from
Oregon, prepared to discuss that with me?

Mr. HATFIELD. I will be happy to respond the best I can.
The PRESIDING OFFICER. The Senator from Oregon is prepared to

engage in colloquy.
Mr. DOMENICI. Let me assume that when the sequester order was

issued, the baseline for each of three programs was $100 million,
for a total spending baseline of $300 million. Let me also assume
that the sequester percentage is 10 percent, which, for these three
programs, translates into a sequester of $10 million from each pro-
gram.

I further assume that the full year appropriation bill funds these
programs as follows: Program A, $100 million; Program B, $115
million; Program C, $85 million.
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I ask my friend, having read the language in an effort to under-
stand continuing resolutions and appropriations concerning seques-
ter, how would this mechanism apply to these three programs,
funded on a full-year bill which is enacted after the final sequester
order has been issued?

Mr. HATFIELD. Mr. President, I respond to the distinguished Sen-
ator from New Mexico by saying that this colloquy is not spontane-
ous. Rather, it is well prepared, from the standpoint that I found it
necessary to go to our staff on the Appropriations Committee, in-
cluding both technical and legal resources that we have on that
committee, to try to work out some responses to these questions.
Thereby, I want to give it more authenticity than if I were to try to
respond off the top of my head, on the basis of my reading of the
report.

So, I want to make very clear that this is composite thinking.
Therefore, any kind of attack that might be made cn ,,y responses
would have to be made equally to my staff as well as to myself, but
seriously, it reflects our best understanding of the situation after
some study and analysis.

Let us take this scenario that the Senator from New Mexico has
outlined and I would say this, that if these programs were to be
handled under the conference report as best we understandit, pro-
gram A would be cut by $10 million, which would bring it to $90
million; program B would be cut by $10 million, which would bring
it to $105 million; but program C would not be subject to any cuts
at all because the language prohibits the reduction of a program to
a level which is below the baseline minus the sequester.

I might note, however, this appears to be the case only in the
very rare instance where a regular appropriation bill is signed into
law immediately following enactment of a partial-year continuing
resolution.

I believe this may have occurred- in 1983 or 1984. But that would
be basically the way I would interpret the application of this con-
ference report on those three programs.

Mr. DoMENICI. What is the net savings from sequester in
that illustration?

Mr. HATFIELD. Again, if you assume the baseline of $300 million,
a 10 percent sequester should have resulted in a post-sequester
spending of $270 million, but because of this special rule, actual
spending will be at $280 million.

Mr. DoMENICI. I am compelled to ask my good friend how the
proponents of this conference report can then assume and assure
us that the deficit reduction purported here will actually happen?
How are we guaranteed? Not that I want it to happen against ap-
propriations, but it seems to me that there are some who are
saying that is what is going to happen. How are we guaranteed
that the fiscal year 1988 sequester will actually result in a $23 bil-
lion deficit reduction?

Mr. HATFIELD. I would respond again to my good friend that I
find such assurances difficult to justify. Dealing with the realities
that we have to deal with, I must question whether those assur-
ances can be delivered. I think they may be offered with good in-
tentions and in good faith, but I can say from the appropriations
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erspective I do not really see how this could automatically
appen.
Mr. DOMENICI. Then I have another question. This one is regard-

ing the so-called cleanup accounting procedure which is supposed
to take place after one or more short-term continuing resolutions,
at the time we finally enact a full year funding bill. There are pro-
visions trying to cover that here.

Using program C from the above example, is it not true that that
account, which was funded at $85 million, or $15 million below the
baseline of $100 million, is subject to further reduction under a
short-term CR?

Mr. HATFIELD. I would say the Senator is correct, for the reason
that if program C is funded in a short-term CR at an annual rate
of, say, $85 million and the sequester percentage is 10 percent, then
the resulting rate would be $76.5 million in one interpretation, or
could be $75 million under a seemingly plausible but again a differ-
ent, separate interpretation.

Mr. DOMENICI. So that means that it is true that when a full-year
bill is enacted the $10 million cut must be restored, but because of
the rule that no account may be sequestered under a full-year bill
to a level which is lower than the baseline minus the sequester
amount, or in this case below $90 million.

Mr. HATFIELD. I would say the Senator is correct again for in the
illustration either the $8.5 million of the $10 million, depending on
how you read the language and how you interpret it, would have to
be restored to bring program C back up to its original $85 million
level. At least that is what appears to be the case. Given the
caveat, unfortunately, as the bill language contains the confusing
and ambiguous term, and I quote "the amount sequestered" when
describing the effect of a sequestration order on a partial year-I
want to underscore the "partial year"-continuing resolution. It
appears that the conferees were under a misperception that only a
limited sum of dollars are provided by a CR and that the "amount"
sequestered was proportionate to this reduced level. This is not the
case as I understand it, and once the funds are sequested, I am not
sure how they can be magically reincarnated or restored and con-
sidered available in this subsequent measure.

Mr. DOMENICI. Where would the Government find the money to
pay for-such a restoration?

Mr. HATFIELD. I do not find anything in the conference report
that addresses this question. As for myself, I do not see how it
could be done, given the fact that when amounts were sequestered
from the short-term CR's those amounts were permanently can-
celled, pursuant to the specifications of the final order.

Mr. DOMENICI. Then it seems to me, I say to my friend from
Oregon, that I might infer that in all likelihood we may actually be
asked to enact an appropriations measure in order to provide a res-
toration of sequestered amounts which are promised in this confer-
ence report.

Mr. HATFIELD. I believe the Senator from New Mexico is correct.
Mr. President, let me add a few additional thoughts on this par-

ticular question that we are facing here for this procedure that we
have discussed may come across as either incomprehensible or very
complex. It is both. And I think that has been one of the difficulties
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that the conference committee has experienced trying to deal with
complexities with not only novel and complex procedures, but also
how these would apply to highly technical appropriation legisla-
tion.

I think the issues raised by my colleague from New Mexico point
to the very substantial question of just how will this work, the me-
chanics o it and we as legislators have a responsibility, I believe,
to assure that the laws we pass are reasonably likely to achieve the
results that we intend.

I think that it is clear that this conference agreement fails that
test. But there is a more fundamental question. It does not revolve
around merely trying to make sense of the words before us-it goes
to the basic illogic of trying to balance the Federal budget by slash-
ing discretionary appropriations, addressing a very small part of
the total budget.

If the goal of the supporters of this legislation is to prove that we
can cut discretionary spending, the Appropriations Committee and
this body have time and time again proven the point.

Only 6 years ago, I want to remind ourselves discretionary spend-
ing was nearly half the Federal budget. It is now less than a
third-less than $300 billion of a budget exceeding $1 trillion.

If this legislation passes, I cannot doubt that we will slash discre-
tionary expenditures to under a quarter of the total budget-but
we will accomplish very little indeed toward eliminating the defi-
cit.

And at what cost?
Earlier this year everyone crowded to jump on the bandwagon of

addressing the needs of our Nation's homeless. Those programs will
be devastated.

We have spent weeks on the defense authorization bill, and I do
not shed crocodile tears. over the imposition of this measure on this
part of the spending, but it still has to be looked at in a fair, objec-
tive way as much as we can be objective. But all our rhetoric and
debate on these issues will be swept away by the meat ax cuts
called for in Gramm-Rudman-Hollings, even in this area of spend-
ing.

Health research, science and technology, environmental protec-
tion, economic development, law enforcement, international assist-
ance-all will face the same fate.

Mr. President, until we confront the real problems driving the
Federal deficit, which are entitlements and the lack of revenues,
we are only fooling the American people. Worse-we are fooling
ourselves.

I know the sponsors of this legislation say that this is only an
action forcing device, that this will force the Congress to address
mandatory spending and taxes.

Unfortunately this device is a loaded gun pointed directly at the
Appropriations Committee-and the folks that are supposed to be
forced into action are on the tax writing and authorizing commit-
tees.

We are already bruised veterans of this difficult budget cutting
business. I have said it in the past and I will restate it again: we
have been in surgery and without the benefit of anesthetic. Good
programs have been amputated and operated on in the discretion-
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ary part of the budget. We do not have much of a body left to oper-
ate on.

And we have gotten the message in that Appropriations Commit-
tee. We have cut and cut and cut.

I might ask, and even today I think it would be a very pertinent
uestion, Where is the reconciliation bill that is supposed to ad-
ress this same problem?
Mr. President, I want to just offer really a gratuitous, unneces-

sary observation. But, as a history buff, I am wondering what we
really are doing to the next President of the United States, be that
person Democrat or Republican. I wonder if we are really setting
up a situation which will create the same circumstances that faced
a man by the name of Herbert Hoover.

We have been playing Calvin Coolidge for an awful long time in
the last few years in not facing up to the signals and the danger
signs we have certainly encountered recently. And I am not sure
that in the present circumstance of today's politics that, even
though Mr. Hoover's administration was the first administration to
interdict the economic cycle with the powers of the Federal Gov-
ernment-and while it is fortunate that historians are recognizing
that Harding, Coolidge, and Hoover were not the last of the old
regime resistance. Rather it was only Harding and Coolidge who
were the last of the old and Herbert Hoover was the one who laid
the foundations for the New Deal.

Be that as it may, I do not think today we face the same political
environment. I think the next President, instead of having to
worry and fret and shoulder the responsibilities of the inaction or
the bad actions of the previous years and administrations, will
probably spend more of his time not dealing with the Gramm-
Rudman fix that he will inherit but fending off articles of impeach-
ment. That, to me, will be the real task for the next President
given the budgetary disaster we are encouraging with this legisla-
tion.

I might ask the Senator from New Mexico, would you really
want to be the next President of the United States and inherit
that?

Mr. DOMENICI. Under no circumstances.
Mr. HATFIELD. I thank the Senator.
(Mr. Dixon assumed the chair.)
Mr. DOMENICI. As a matter of fact, I might say to my dear friend,

in his absence this morning-and I know he was at the markup on
the Energy Committee, which I could not make-I came to the con-
clusion and told the Senate that if anybody was voting for this be-
cause of a 6-year emergency balanced budget, fix-the-economy bill,
that they were pipe dreaming. As a matter of fact, it may get us
through the next 2 years, and then we will start over with another
President. No one convinces me that we are going to be anywhere
close to the target set for the first 2 years by the time we are
through with all the manipulating. And, as my friend from Colora-
do said, it is so complex that it is going to be the innovator of all
kinds of shenanigans.

Then, I might say to my friend, in this next year, we claim we
have a fixed target. But then we say the cut is no more than a cer-
tain amount. And then we set a new, higher baseline from which
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to start. Whatever current law is, we add 4.2 percent to it. We
could be at $175 billion with that added to it.

So we will send this new President, 2 years from now, a target
that is supposed to really get us on the way. It will be absolutely
impossible. And do you know what he is going do? He is going to
say, "Let's get rid of that first thing, and let's talk sense."

So this bill is really about 2 years, that is what we are really fi-
nagling with.

Mr. HATFIELD. Will the Senator yield?
Mr. DOMENICI. I am pleased to yield.
Mr. HATFIELD. Would you say it is analogous to the Western par-

lance of a floating financial crap game?
Mr. DOMENICI. Well, I have heard so many wonderful expressions

of late that you might want to give me the privilege of saying I
pass on that. I am not sure.

I understand the Senator from Washington desires to speak.
I might say to Senators on my side, if any of you are interested, I

am getting pretty close to agreeing that we are through on our
side. I want another few minutes, and I understand the distin-
guished minority leader wants a few minutes. I understand my
friend, the senior Senator from Washington, wants a few minutes
and the distinguished Senator from Kansas, Senator Kassebaum,
wants tc speak. I think that is about it on our side. So we should
not be too many more minutes, I say to the Chair.

The PRESIDING OFFICER. The Senator from Washington.
Mr. EVANS. Thank you, Mr. President. I did not know it at the

time, but several nights ago I had an opportunity to go through
some old papers, trying to sort things out in preparation for doing
some writing for a lecture later on this fall. As I went through all
of that, I ran across some things that bear on what we are arguing
today, for it was a series of budget papers during several of the
years I served as Governor of the State of Washington.

Those budget papers reflected a time during our fiscal biennium
when we had very sharp retrenchment in our economy, creating a
necessity for the government to move and to move rapidly to keep
our budget in balance. We did so by radically restricting spending
on an immediate basis.

In thinking about that time and those papers and this debate
today, I am struck by how simple and how easy, and, perhaps rela-
tively, how small the prohlms were in that State. But then, on
second thought, I began to wonder why we make things so darn
complex here.

I doubt that there is one State out of 50 in this Nation that does
not at this time have a better accounting procedure than the Fed-
eral Government, a more simplified and streamlined budget proce-
dure, a better method of keeping their books, and a more under-
standable way of predicting what is going to happen. In virtually
every respect, these States, presumably with fewer people, with
less expertise and experience, have all contrived somehow to do the
job in a better, simplier, and more straightforward manner than
we.

Well, with all of that, Mr. President, I am going to vote for this
bill. I do not like it very well, but it is the only game in town. No
one I have heard of has suggested a real alternative to what is
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being suggested here. I am not among those who believe that
Gramm-Ruman-Hollings has failed. I think, quite to the contrary,
it has worked and worked far better than we could have anticipat-
ed when it was passed. It has worked because we have set for our-
selves and for a President the requirement of fixed targets. And
even though we are now in the process of modifying or changing
those targets, they are still going to be fixed targets.

It was too easy for us in the past, before Gramm-Rudman-Hol-
lings, to merely say, "Here's what we want to spend and here's
what the current revenues will bring in." And when we were
shocked by the difference, the size of the deficit, we merely refig-
ured the economy or economic projection. We rejuggled figures,
knowing full well that what we were producing was not honest and
was not straightforward and certainly would not be accurate.

At least under this act, over the last several years, we have been
forced to fix targets. We have been forced to a more rigorous meas-
ure of expectation of the economy and the revenues that economy
would bring in in the future. And in fiscal 1987, at least, we firally
started to stop the fiscal hemorrhage which has been going on in
this Nation for most of the last decade.

I think it has worked so far because the alternative to meeting
those targets is a mechanistic sequester, which no one wants. That
mechanistic sequester is unacceptable to constituents who put us
here to make tough choices.

I believe that, even with the difficulty and the complexity of this
conference report, if adopted, this Congress eventually will not sit
still for a mechanistic sequester, but will find a proper, more bal-
anced, more rational way to meet the same targets.

This fix, which certaintly is not the best approach, is probably
one of the only realistic approaches we have in front of us. A vote
against it, at this point, is merely a mote to retreat. It is a vote to7
have nothing in place. It is a vote to say we are either going to
come to an extraordinary crash with the unreachable goals under
the unamended Gramm-Rudman-Hollings bill, or that we are going
to abandon the whole process and let deficits go where they will.

I do not think either course is responsible. We cannot turn our
backs on the problems we face. We have got to keep the pressure
on. We have got to keep focusing on fixed targets and try to make
those targets as tough to reach as possible, but still realistic tar-
gets.

Like all of us, I am concerned about national security and I do
not think we can adopt a program that will strip from this country
an adequate defense and adequate spending for defense. A level of
spending which, at least over the last 6 years, has gone a long way
toward ensuring that the Soviet Union came to the bargaining
table. It has probably been one of the largest and most responsible
causes for the arms control agreement we are about to enter into.

I am equally concerned, as my colleagues are, with the alterna-
tively simple solution-maybe not an easy one but it is certainly
simple-to erase the deficit by wholesale increases in taxes.

But this is no time to let perfect be the enemy of good. We are
not producing something that is perfect. But I believe it is at least
good enough to try. Let us face it, we painted ourselves into this
corner. We, and the Presikent, both joined in producing budgets
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and appropriations which had increasing amounts of red ink. We
kept kidding ourselves that budget deficits would keep coming
down each year and as each year passed we saw that instead of
going down, the deficits were going up. We should have known
better. And we tried again the next year and we predicted that
deficits would go down and at year end the deficits kept going up.
We knew they were going up but refused to face up to it. It was
only when a Gramm-Rudman-Hollings bill came into being that we
hadto march to a tougher drummer.

I have said that those opposed to this legislation, Mr. President,
have not suggested any great series of alternatives. Do we adopt, as
some in this body would suggest, a balanced budget amendment to
the Constitution? Well, I can tell you one thing, that if we did we
would have all the complexities that we are now facing under this
legislation, coupled with the full participation with all 18 feet of
the 9 Members of the Supreme Court. That is a complexity we do
not need.

If you are concerned about the boxing-in that we are doing with
the Qramm-Rudman-Hollings bill, if you pass a balanced budget to
the U.S. Constitution, you "ain't seen nothing yet."

That layer of complexity would be with us for years as the Court
tried to interpret what we meant by all of the fiscal terms we com-
monly use each day.

In fact, what we should be focusing on, Mr. President, is the
budget process itself. Gramm-Rudman-Hollings attacks the symp-
toms but not the cause. It is an additional complex procedure
which exacerbates the overall complexity of the budget process but
perhaps is necessary since we are unwilling at this point to
produce anything simpler.

We spend far too many hours on this subject and others in this
body, particularly tinkering with procedures, and far too little time
dealing with substance. It is time to start rebuilding. Clearly our
current budget laws are fundamentally flawed. It is time to start
from scratch and put together a program that works.

There are some positive proposals around, many of which ought
to be more seriously considered than they have been up to now. I
have spent hours with my colleagues, Mr. President, in the last
several weeks, on the Energy and Natural Resources Committee,
and we have had to deal with the problems of how we were going
to meet the reconciliation targets. I can tell you that we have been
subjected to the most bizarre, complex, Byzantine kind of score-
keeping I have ever seen in my life.

It is not so much whether you really save money or do not save
money; it is how you keep score. It has gotten to the point where it
is really a Mad Hatter's tea party in the way we do our business.

I see my distinguished colleague from Kansas is here. She and
Senator Inouye from Hawaii have introduced a bill which I think
needs some serious consideration and debate, which would simply
abandon our Budget Committee, make the authorization commit-
tees into Appropriations Subcommittees along with their other re-
sponsibilities, and make the Appropriations Committee as I under-
stand it sort of a grand leadership committee to pull together of all
of those efforts. It would slash, at one time, through much of the
thicket we have built over the last 10 years.
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Along with that, Mr. President, we ought to consider more seri-
ously than we are willing to in this bill, although I am glad to see
that there are some beginning efforts in this proposal, to look seri-
ously at 2-year budgeting.

Although it is not in here, I think we ought to equally look at a
straightforward capital budget to go along with our operating
budget so that we all really understand better just what it is we
are doing.

No State, and no corporation I know of, would accept a budget
that did not clearly set aside their capital expenditures from the
maintenance and operating expenditures of a budget.

We need to ensure, Mr. President, that there are at least 13 sepa-
rate appropriation bills which we present to the President. We are
not only giving the President a line-item veto, but when we send
him a single overall continuing resolution we have stolen from him
for all practical purposes any kind of veto at all.

What President after the beginning of a fiscal year, when faced
with a single omnibus appropriation bill covering the entire Gov-
ernment of the United States, could afford to veto that bill and in
doing so bring the entire Government to a halt?

With all of that, Mr. President, I do not think the news is all
bad. We have spent much of our time over the last few days, and
over the last few weeks, in arguing about budgets and in looking
ahead, purporting to show how things are going to get worse rather
than better. We forget sometimes that every time we look ahead
toward budgetmaking we are dealing with the future. We are esti-
mating. We are predicting events which we simply cannot know for
sure, events which will happen in terms of economic performance,
in terms of international affairs, in terms of a whole host of other
measures which will have or could have drastic effects on future
deficits.

When I said the news is not all bad, I think it is important,
sometimes, to look back and to see where we have come from. I
think it is important to not just look at the dollar size of the deficit
which has gone in the past 6 years from fiscal year 1982 onward
from 111, 195, 175, 212, 221. This year, which will end in less than
a month, it is estimated that it will be less than $160 billion. We
have turned something of a corner.

If you measure the deficit, however, you should not measure it
just in dollar terms, because that does not mean very much unless

ou compare the dollar terms to the total size of the budget so you
now what percentage it is of that total budget. The deficit as a

percentage of total revenues actually peaked in 1983. In fiscal 1982,
the deficit as a percentage of revenues was almost 18 percent. In
1983, it was 321/2 percent. By fiscal 1984, it was down to 26 percent.
Then up to 29, down to 28.7. And in fiscal 1987, down to 18.5 per-
cent-lower than at any other year since 1982.

What is even more important, Mr. President, is the measure of
what we pay in interest. What is our debt service every year com-
pared to the total revenues we take in? That is a meaningful
figure. That is something we look at as a family, as a corporation,
as a State, and we should as a nation. We should certainly be look-
ing at trends. Are we spending more of our income on debt service
this year than last year? If we are spending more, we are headed
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for real trouble as a family or as a nation. If we are spending lesa,
we may be getting a little healthy.

What are the figures over the last 6 years? In 1982, we spent 13.8
percent of our income on debt service. In 1983 it was 15 percent. In
1984, it was 16.7 percent. In 1985, it was 17.6 percent. We were
headed for real trouble in each succeeding year.

In 1986, it was 17.7 percent.
But, listen. In 1987, the year which will very shortly end, it is

estimated that the percentage of income that goes to debt service
will be 16.1 percent, the lowest it has been in the last 4 years.

We have an opportunity with the bill we are about to pass to
keep it at about that same level. We are not going to make very
much additional progress, but it will still keep it at a reasonable
level. It will not allow it to creep upward any more. I think that in
itself is a pretty significant measure of progress.

The challenge, as we look ahead, is to do what we can do to have
the best chance of ensuring a good, healthy, economy. Because a
strong economy, more than anything else, is going to determine the
size of our fiscal deficit 1 year from today.

We will go through all of our budgetmaking. We will set pretty
closely the total amount of spending. But we are still guessing on
what the revenues will be. Those revenues will depend on the
nature of our economy and its speed of growth, the rate of infla-
tion, the rate of unemployment, and all of the other factors we look
at so carefully.

But in each of those we are estimating at best and guessing,
probably more accurately.

What is more important, Mr. President, is that as we look ahead
this year, perhaps more than any year in our recent history, we
have a chance to affect what happens instead of just waiting for
the results. If we send clear signals that we are serious about defi-
cit reduction to the financial markets, the business leaders, the
people who make up the private sector of our economy, and our
international friends, allies, and trading partners, then, Mr. Presi-
dent, I think we can begin to affect the health of our economy.
That is what can have remarkable results.

If our economy grows in terms of real growth of the gross nation-
al product 1 percent faster than we are now anticipating, that
alone would reduce the size of our deficit by $30 billion-plus. That,
Mr. President, as far as I am concerned, is the very best way to
reduce our fiscal deficit.

We have to make some tough choices. Those tough choices may
include some revenue increases. They may include cutting the de-
fense budget more than some would suggest. It may include post-
poning or even cutting some of the important domestic services we
would like to carry out. But b1r doing so we can lay the groundwork
for a better economy and a better opportunity for the next year
when it comes along.

Mr. President, I am not like some who feel that this is so flawed
it ought to be defeated. I am not like some who feel that we are
headed for a train wreck, as my colleague from Colorado suggested.
But he was going to vote for the train wreck because he thought
out of the train wreck might come something better.
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No, I am not going to vote for it because I am a great enthusiast
and think it is a great piece of legislation. Few pieces of legislation
that we pass are. But I am going to vote for it because I do think it
is the only responsible game in town today. I believe it is some-
thing we can work with. I am confident that my colleagues will
join and, together, we will pass a responsible alternative to an
automatic sequester and that in doing so we will lay the ground-
work for a stronger economy. If, in fact, that is the outcome, then
we will have dealt responsibly with our charge as Senators of the
United States. I thank the-Chair.

Mrs. Kassebaum addressed the Chair.
The PRESIDING OFFICER. The Senator from Kansas.
Mrs. KASSEBAUM. Mr. President, at the risk of standing alone at

the end of what I know has been a laborious effort on the part of
many to fashion this particular legislation, I would just like to
speak for a moment about why I will be voting against it.

First, I would highly praise the Senator from Florida, the chair-
man of the Budget Committee [Mr. Chiles] and the ranking
member, the Senator from New Mexico [Mr. Domenici]. There have
been no two members who have worked harder in the years I have
served on the Budget Committee to try to fashion a sensible
budget.

The godfather of the present budget legislation, the Senator from
Texas [Mr. Gramm] is also on the floor. I think we in this body
share the desire for deficit reduction and a balanced budget and,
more importantly, a sound and sensible fiscal policy.

Now legislation is before us attached to a debt ceiling limit,
which we must pass, to significantly change Gramm-Rudman-Hol-
lings in the name of deficit reduction.

I voted against the original Cramm-Rudman-Hollings legislation
and I will vote against this particular measure for very simple rea-
sons. I have never believed we could procedurally solve our deficit
problem. I have never believed the answer lay in a set of figures
which force us into a straitjacket and which do not give us flexibil-
ity.

Second, I do not believe it will work because we will never en-
force it. We will continue to exempt programs. We will utilize new
economic factors. Or we will change targets.

Our intentions will be the best our implementation will be ques-
tionable.

I would just like to list a couple of things that we do not think
about when we place ourselves in this kind of procedural strait-
jacket. Let us consider the legislative priorities we have set for our-
selves:

The Clean Air Act must be passed this year. Its cost may be as
high as $5 billion.

The Senate-passed trade bill will cost almost $10 billion. Only
some of the cost has been built into this baseline.

The space station will cost approximately $16.5 billion, and the
superconductor and supercollider is expected to cost about $9.5 bil-
lion.

Keep in mind, Mr. President, that the vast majority of these ex-
penses are not figured into this baseline. Are we willing to forgo
these initiatives and others, the cost of which will be enormous, in
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favor of hitting Gramm-Rudman-Hollings deficit targets? I submit
we will not be so disposed.It is imperative, and it must be our initial responsibility in the
U.S. Senate, to reconcile our legislative goals and determine the
best way to pay for them. hese dei~ieni must be coupled with a
sound fiscal policy. Therein lies the problem.

A sound fiscal policy must balance social and political needs
against economic costs. It is not dependent upon arbitrary targets
which can be juggled or procedural measures which can be circum-
vented when we run out of options.

I admit the choices are tough. We have struggled with it since
our founding. Many contend, like the distinguished Senator from
Washington [Mr. Evans] who has wisely lent his advice on fiscal
problems, that there is no other game in town.

But I do not think this is true. The other games, so to speak, are
tackling spending on defense and entitlements and increasing reve-
nues--something that many are loathe to address. However, we
have done it before. I think we can do it again. There is no easy
way out of the situation before us. But substituting one set of
smoke and mirrors for another is certainly not the answer. For
that reason, Mr. President, I will be voting against the measure
before us.

I field the floor.
Mr. Gramm addressed the Chair.
The PRESIDING OFFICER. The Senator from Texas.
Mr. GRAMM. Mr. President, I am sure there are a few more

people who want to speak and I know we are eager to vote. Rather
than wait until the last minute, I will go ahead and answer several
points that have been made today, and I will try to be brief.

We have heard a variety of arguments against fixing the
Gramm-Rudmann-Hollings law. We have heard people who do not
like the way we are doing it. One can always make an argument
that there is a better way and a better time. The reality is, howev-
er, that this is the only opportunity we are going to have.

We have heard people get up and say, as did the distinguished
Senator from New York, "Do you realize if we require a balanced
budget this could cut AIDS research, that this could cut funding for
air traffic control?" And that hits close to home to me because I for
one am tired of money being raised for an air safety trust fund and
then spent on other things. He listed all the heartthrob programs
that many of us support and people want. We have heard people
say, "If we put this new mechanism into place, mandate an auto-
matic cut if we don't meet the target, it will cut defense." You
have heard people say, "You realize if we mandate a balanced
budget it will force a tax increase."

The problem is there is no free lunch. The problem is we are not
going to balance the budget without doing at least one of the above.

Now, I do not know the final outcome of the debate. I am not
certain, when we put the whole package together, whether we will
meet this target and achieve a balanced budget over the next 6
years by controlling domestic spending. I hope we do. By reducing
defense further; I hope we do not. By raising taxes; I hope we do
not. But in a sense, a lot of these speeches we have heard are the
kind of speeches you might hear if you were getting together prior

-IV#* I
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to football season and you had people jump up and say, "Do you
realize if we play a football game, our opponent might score a
touchdown? We might fum-btlethe ball?" Good things and bad
things may happen, but the point is everybody here recognizes that
if we do not revitalize the Gramm-Rudman-Hollings law, we are
not going to address this problem.

I do not know the final outcome. I know what I want it to be, but
I am not willing to say that because the final outcome of the
debate concerning reducing the deficit is one that I do not agree
with, I am, therefore, willing to give up on the commitment we
have made to the American people to control spending and to bal-
ance the Federal budget. I, for one, believe the time has come to
take on this dragon. I am not sure how the ultimate death of the
dragon is going to be produced, but I am willing to commit myself
to that goal and to work with anybody else in the Senate who
wants to work together to try to meet the target of $23 billion of
deficit reduction this year and try to meet the targets in the out-
years as well.

I believe the plain truth is that while there is no guarantee this
process is going to be successful, it is like being the pilot of a jet
fighter that is crashing. There are really only two alternatives:
One, we can go ahead and ride it down to the ground or, two, we
can fire the explosive charge under the ejection seat. It may blow
up and kill us. The canopy may not come off and we may go
through it. The parachute may not open.

All of those represent the fundamental uncertainties when you
set out binding constraints and you force politicans to make hard
choices. The notion of politicans making hard choices represents
relatively unexplored territory in the functioning of democracy. I,
for one, am willing to take those risks, and I am willing to take
those risks because there is no real alternative. This is the only
mechanism that we have that gives us any hope of forcing the Fed-
eral Government to be fiscally responsible.

It is for that reason I am asking people to vote for this bill, not
that it is the best piece of legislation ever written, not that bril-
liant people could not have written it better. But the plain truth is
nobody did. We have debated this subject for 2½/2 years. We have
spent literally hundreds of hours in meetings trying to hammer out
differences and get a bill. This is the best product we could
produce. If it is rejected, do we have any reason to think that there
will be a better one? I see none. If it is rejected, do we have any
reason to believe that deficits will go down? That has not happened
in the past. It is something that has been left up to us. We have
not done the job in the past. This bill, with all of its imperfections
and warts, still represents the best hope we have of dealing with
the problem.

The pill is bitter, but the disease kills, and I believe it is impera-
tive that we address the problem. I urge my colleagues to vote yes.

Mr. DOMENICI. Mr. President, unless the distinguished Senator
from Minnesota [Mr. Boschwitz] wants to speak-and I am sending
for him-our distinguished leader wants to speak for 5 minutes. I
do not think there are any others. I am putting out the word on
this side, so I think it is very close.
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The PRESIDING OFFICER. Is the Senator from New Mexico indicat-
ing then that with the exception of the minority leader, who wants
to speak for 5 minutes, the Senator from New Mexico is prepared
to close?

Mr. DOMENICI. I might say to the Chair, we are sending for the
distinguished minority leader. I hope he is going to be available. I
am going to speak a little bit myself, but I do send word if there
are any Senators who really want to come down, obviously at this
time we ought itot preclude them.

The PRESIDING OFFICER. The Senator from New Mexico is recog-
nized.

Mr. DOMENICI. Mr. President, let me say to Senators who are lis-
tening, if you have not voted before for a Gramm-Rudman-Hollings
automatic sequester fix, whatever its official name, you should
have absolutely no difficulty voting against this thing we have here
today. We once had a proposal before us that was calculated to
work. The Supreme Court threw it out. We found ways and means
of making sure that it was not a duplicate of that bill. And yet I
am convinced that a number of Senators will come down here and
say, "Well, I voted for it before. How can I vote against it now? It
is the only game in town."

Let me tell you, Mr. President, it may appear to be the only
game in town, but it is a pretty rotten game. As a matter of fact,
there are not many people who would bow to the altar of this bill,
except for the fact they are told it, in some way, will fix the deficit
of the United States, in some automatic way. My great and good
friend from Texas said not from God, but some magical wand that
we have stuck in the thousands and thousands of words in this bill,
many of which no one can interpret.

I heard my friend from Colorado say it is about as complicated as
anything he has ever seen. He is pretty astute. With all the staff
help around, he cannot understand it all. I submit to you, that
complex matters around here have only one tendency. They lead to
innovative paths around what was intended. There are 10, 12, 14
committees of the Congress, there is the ingenuity of OMB direc-
tors and others. This is a pale replica of what we voted in a few
years ago, what was going to get the deficit under control.

Mr. President, there are plenty of games in town. As a matter of
fact, I honestly believe there is a better chance, through other
means, to achieve a true bipartisan Presidential compromise to
work the will of the Congress, and get 23 billion dollars' worth of
deficit reduction.

We are more apt to get an acceptable, good $23 billion package if
we defeat this conference report. That will take a few months.
There will be a bunch of confrontations. There will be some appro-
priations confrontations.

Do not forget, Mr. President, and Members of the Senate, there
is a reconciliation bill languishing in the committees. It is the only
instruction around. It was voted in by the Congress of the United
States. It carries with it the opportunity to bring a bill to the floor
that has all kinds of privileges vested in it. Turn to that as the in-
strument. Put that together. Negotiate with the President. There is
nothing in the world wrong with that.
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So to anyone who thinks there is no other game in town, you are
killing off the existing game in town. Anybody that votes for this
must understand that. There will be no other game in town after
this. This will be the game.

We have heard people on the floor talk about deficit reduction,
in terms of domestic spending priorities. Those are people I dearly
respect. I greatly admire them. To the extent that they are on my
side of the aisle and they are speaking about that, they are living
in a fantasy land. They are dreaming.

Mr. President, the agenda is set. And it is very, very simple. It
will be domestic programs at exactly the budget level, Mr. Presi-
dent, plus a little more. No ifs, no and, no buts.

Does anybody really believe that under a sequester that comes
from this bill, that the majority will say, we are going to reduce
the appropriated accounts to save $23 billion?

Mr. President, I have been in every meeting. I have been at
every conference. I have seen every scrap of paper. How are we
going to get the $23 billion? I know it by heart. They start with
what we originally had in the budget. Then they take out REA be-
cause they no longer want to count asset sales. Then they put ex-
actly what was in that budget resolution, except for one thing: not
quite as many taxes because we only saving $23 billion, and no
high tier on defense. If you want a high tier on defense, Mr. Presi-
dent, you will not cut domestic to pay for it. You have to raise
more taxes. So no high tier on defense.

Why do we have people down-here talking about fixing the $23
billion, when it is as plain as the lines on the palm of your hand
that it is nothing more than, Mr. President, here it is. It is this
much taxes; it is exactly the amount of appropriations we said we
wanted from the beginning. Then what about defense? It is going
to start at the low level. Then it is going to say if you want a little
bit more, put some more taxes on.

We are going to get to the point where the President of the
United States is going to have a very interesting option. As I said
before, because of this mix, we have increased the probability that
there will be a sequester.

So for those who wanted the crash-there are some on my side
who have spoken of it wishfully hoping that it would be undone-
there is a high probability it will not be undone. You will get that
sequester unless you are willing to give the President of the United
States substantially more in defense, which he is entitled to in my
opinion, which this body is going to vote for when they approve the
armed services authorization bill. You know they need at least that
much.

But the tradeoff is going to be more taxes if you want any rea-
sonable level of defense.

How can anybody on this side of the aisle-I understand there
can be various reasons on the other side of the aisle-stand here
and say, this is the only game in town?

There is a reconciliation bill pending out there, with instructions
to the committee to do the work. We have not started the appro-
priation process yet. We have not negotiated any one of the appro-
priation bills, any of the entitlement savings and reconciliation.
The whole process is unfolding before us. But it will be done differ-
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ently than any of you want, because the game plan and the map is
unequivocal.

I cannot believe that some of the most astute minds on this side,
most informed on budget process, can stand up here and talk as if
we will get this done with6ut revenues. That is not the issue. They
are literally saying to their brothers and sisters in the Senate, you
vote for this, we want this $23 billion, and we want the cuts in the
next year. Then there is a glorious, 4-year plan thereafter, taking
the next President clear down to a $100 billion deficit the first
year.

When that fellow steps in the White House, he will step into
quicksand pretty fast. We stand up here, and say, I am for it, but I
am not going to vote for any taxes? Well, that is interesting.

If you want a sequester, it will happen. If you want help to fix
this, they will wash their hands of it. They are going to vote for it,
and they will not be around when you have to do the field goal
kicking. They still think that there is a serious effort in the next 18
months to reform the domestic side of this budget.

I say to my good friends, anyone who wants to listen, if that is
ever going to come, it is not going to come in this budget, and it is
not going to come next year.

So what are we looking at? It is as plain as opening up your
hands and saying the lines were there last night; they are the same
this morning. Believe me, they are going to be there October 20
when the sequester occurs, and they are going to be there Novem-
ber 20 when the sequester becomes final.

One of the truly concerned Senators, the second name in
Gramm-Rudman-Hollings, my friend Senator Rudman-who is
sometimes greeted on airplanes as "Mr. Gramm Rudman"-talked
about the trend line going down. Well, I am suggesting that my
best analysis is that if you get some enormously good economic
breaks over the next 10 to 12 months-not because of any of this, if
you get some great economic news-you might have a trend line
down. If you do not, there is just as much a probability that you
will go through this sequester off this new inflated baseline, I say
to the Senator, and still miss your target.

You can take off it what is prescribed here, and people are com-
plaining about $136 billion plus $10 billion next year-as a modi-
cum of success. Well, there is nothing in here that says you should
get that.

That is what you are voting for in the name of the only game in
town. Well, may be.

I am delighted that we have worked so hard-great people have,
staff who-killed themselves for hours on end, so many of the minor-
ity staff on the Budget Committee. Basically, I am pleased that I
am not responsible for this last game in town. I shall be on the
sidelines for the first time on something significant, allegedly af-
fecting the deficit of this country, because I do not think it is going
to work.

Mr. CHILES. Mr. President, I hope we are getting close to wrap-
ping this thing up. I know that the minority leader wants to speak,
and I think the majority leader wants to speak. We have tried to
send the signal out to those on our side.

51-721 0 - 93 - 20
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I have heard a lot of gloom and dire predictions about how bad
these cuts are going to be, and I have heard a lot of gloom and bad
predictions about what kind of box this puts the President in, to
have to deal on taxes. I have heard all those, but it seems to me
that we do not have to have gloom and doom if we can get some
kind of cooperation, and that is what we are talking about.

How much do we really have to work out? $23 billion. Mr. Presi-
dent, when we are looking at a $1 trillion budget, we are talking
about 2 percent of $1 trillion. We are talking about the ability of
trying to get half of that off spending and half of that off revenue.
I cannot see that that is something that is impossible to do.

We are talking about this as a step to get us to that next point
where we can negotiate that. Does anybody think we have a chance
to do that without some kind of step like this, without having the
sequester?

My good friend from New Mexico has said that we made Gramm-
Rudman-Hollings the only game in town and it should not be. It is
all right with me, but tell me what the other game is. He said that
the game ought to be reconciliation. I am for that. How do you get
to play in that ball game? Only one way: If you have a chance to
sit down.

We on this side of the aisle passed a budget resolution with no
help. We are to the point of reconciliation. Again, no offer of bipar-
tisan help on that. The President we have invited and invited and
invited, and we renew that again, to come and sit down, but with
no help.

So, if reconciliation could perhaps have a possibility of being the
game, it is only going to be if you have something to try to bring
that game about, and that is to pass this act, to have this seques-
ter. I think it is as simple as that.

Mr. DOMENICI. Mr. President, will the Senator yield?
Mr. CHILES. I yield.
Mr. DOMENICI. Since "the only game in town" was being used, I

said before that I would be on the sideline. I meant for this vote. I
want you and the Senate to know that if it passes and we have to
fix it, I will not be on the sideline trying to fix it. I mean for this.
But if it is the will of the Senate that we do it, I do not want the
Senator to think I meant that literally.

Mr. CHILES. I am delighted to hear that. I did not think he meant
it literally.

I was thinking that the only way we could do it, in this Senator's
opinion, was to pass it.

I listened to the arguments that said if we pass this, we get these
drastic cuts in. defense, and those arguments were made very
strongly as to what they could be. I listened to those arguments
that said if we pass this, we are going to have these drastic cuts in
the domestic programs, and we cannot stand that.

I heard another argument that said this is a trap to force the
President into taxes. I do not see how all that can happen.

Those are the three basic arguments I have heard: The drastic
cut in defense, the terrible cut in domestic programs, or you are
going to force taxes.
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Do you know what I have not heard? I have not heard anybody
say this is going to cause us in any way to increase the borrowing
of this country.

Really, what is this exercise about? Why did we start into this?
Why do we have the Budget Act? Why do we have Gramm-
Rudman-Hollings? To do something on the deficit. Is the deficit any
better? Heaven knows, no. It is terrible, and we all are---or should
be-scared to death as to where we are on the deficit.

The only thing this does is to stop the borrowing, and it does
something in the other direction. It is the only game in town that
does anything in that regard.

All of us have made those speeches. Every Member of the Senate
has talked about how concerned he is about the deficit. I have done
my share of that, and the rest of us have, too.

Now you come down to this point: Are you really concerned? Are
you willing to say yes, we take a chance that there could be a se-
quester if we cannot have a sit down; yes, we take a chance that we
could try to get the President to put some revenue in this bill; yes,
we take a chance that there could be a proposition that we have to
find additional spending cuts?

How are you going to get the deficit down? Is it not a combina-
tion of those things? Is it not a combination of spending cuts, delay-
ing increases, and some revenue? I do not know of any other way
to do it.

So those dire things that will have to be done or will happen be-
cause of this-some of them do have to be done. Some, or a combi-
nation of them, have to be done. That is all we are saying.

Let us pass this, and let us move to the next step. That is recon-
ciliation. That is where the Senator from New Mexico said he will
not be on the sideline, and I am delighted. I hope all the other
Members will not be on the sideline and, most of all, I hope the
President will not be on the sideline and that we will get everybody
into the ball game.

To my way of thinking, if we cannot find 2 percent out of that $1
trillion deficit to bring this down and to start us-the 2 percent is
not important, but it is the trend. It is to try to start us on that
line toward going down. That is the best signal we can send to the
financial markets. The best sigAal we can send to our neighbors in
other countries and the best signal we can send to the American
people is that we are serious about it, and I hope we will do that.

The PRESIDING OFFICER. The Senator from North Dakota.
Mr. CONRAD. Mr. President, I rise with great reluctance to

oppose the conference report. I rise with reluctance because I have
the greatest respect for the chairman of the Budget Committee,
Mr. Chiles, and the chairman of the Financq Committee, Mr. Bent-
sen, who have worked with extraordinary patience to put together
an agreement, and the reservation that I register is that this is
pretty weak medicine for the deficit ills that confront this country.

In fiscal 1987 we now anticipate a budget deficit of $157 billion.
What does this agreement do in the. coming years? Well for fiscal

year 1988 we would have a deficit target of $144 billion plus a $10
illion cushion, so in fiscal 1988 we could anticipate a deficit of

$154 billion in all probability, $154 billion after a deficit in 1987 of
$157 billion, $3 billion of progress in 1 year, pretty tepid medicine.
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And in the next year the target would be $136 billion plus $10
billion of cushion so we would have $146 billion deficit and that is
if everything goes right. The fact is that if the baseline goes up on
us we would only accomplish $36 billion off the baseline, so we
might not even achieve the $146 billion.

In the first 2 years then, in the first 2 years, we would go from
$157 billion deficit in fiscal 1987 to $146 billion in fiscal 1989. That
is not good enough.

If we look at what happened in the pattern, I provide these
charts that show from 1977 to 1987, in 1977 we had under $800 bil-
lion of public debt. That has more than tripled in just 10 years to
$2.4 trillion in public debt. We have more than tripled that public
debt in just 10 years. And in the next 2 years, we will go up to $2.8
trillion if this conference report is agreed to.

In my judgment, Mr. President, that is simply not good enough.
The question always comes, why, what difference does it make,

what difference do these big budget deficits make? I had colleagues
come to me, say, "Look, Kent, the interest rates are down, the
trade deficit, although that is going down. we are looking at more
favorable unemployment numbers; what difference does this deficit
make?"

Well, here is the difference it makes. We look at real interest
rates. People focus on what is happening in interest rates, and if
you ask an audience, as I have asked hundreds in my home State,
"Have interest rates gone down over the last 6 years?" They will

say, yes, they have gone down. But if you ask them what has hap-
pened to real interest rates, real interest rates, the difference be-
tween the interest rates you pay and the level of inflation, then
they start to give a different answer because this chart shows what
has happened to real interest rates over the last 25-years.

From 1961 to 1986 and on into 1987, a very interesting relation-
ship, Mr. President. We have gone from a long-term trend of busi-
ness real interest rates averaging just over 2 percent. In fact, from
1961 to 1981 real interest rates, the difference between the interest
rates you paid and the level of inflation, that difference averaged
2.3 percent from 1961 to 1981. From 1982 to 1986 those real interest
rates averaged 6.2 percent. This chart tells the story.

The long-term pattern for 20 years real interest rates about 2
percent. Then real interest rates went negative in the 1970's until
they absolutely skyrocketed starting in 1980 up to a level of about
81/2 percent, a record for real interest rates. They have pulled back
some now but still are at very high levels by historical standards.

What effect does that have? The effect of those high real interest
rates in this country has been to drive up the value of the Ameri-
can dollar. We read about it every day in the newspaper. The sky-
rocketing value of the dollar which started in 1980 has pulled back
some now, starting in 1985, but still is at very, very high levels
compared to the value of the dollar in the 1970's.

And this chart shows on a trade-weighted basis what happened
to the value of the dollar. We read all the time about the reduction
in the dollar against the yen and that is absolutely true, but what
is more important is what has happened to the value of the dollar
on the trade-weighted basis with all the countries with whom we
trade and that relationship shows something much different than -
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what we read about in the headlines. That shows the value of the
dollar still at very high levels. And what difference does that
make? That has made it almost impossible for us to be competitive
in the world marketplace because what has to happen when the
American dollar soars in value, what has to happen to our ability
to compete in the world with commodities that we sell in dollar
terms? Our ability to compete goes down and the trade figures
show it conclusively. Since 1968 the trade deficit has mounted,
grown like a cancer. In fact the trade deficit in 1986 was greater
than the total of all the trade surpluses accumulated since World
War II.

And what difference does that make? Well, we have gone from
being a major creditor nation in this world to being a major debtor
nation. We have gone from being the biggest creditor to being the
biggest debtor and those lines cross in 1984 and we have gone not
only to being a debtor nation but being the biggest debtor nation
on the face of the globe.

People ask me when I am making this presentation in my home
State what difference does that make, what difference does it make
if all of a sudden we are a major debtor because again the interest
rates are down, inflation is down, unemployment is down, so what
difference does it make? Well, the difference it makes is our rela-
tionship has changed with the rest of the world just as certainly as
your relationship changes with the bank when you go in and you
have a major deposit, versus when you go in and you have a major
note due. All of a sudden, when you owe money, that banker has a
lot more to say about what you are going to be doing in the future,
and that is the posture that our country is now in. We are a debtor
nation and our friends in Japan and our friends in Western Europe
are now going to have a lot to say about the economic decisions
made in this country.

For these reasons, Mr. President, I have concluded that this con-
ference agreement is simply medicine that is too weak. Some re-
ferred to it as duck and run. I am afraid that that is precisely what
we are doing in confronting the greatest challenge facing this coun-
try at this time, a deficit that has been out of control, is out of con-
trol, and is not going to be brought under control when we only
propose to reduce the deficit $11 billion in the next 2 years. That is
simply not good enough, and again while I have enormous respect
for the chairman of the Finance Committee, the chairman of the
Budget Committee and the others who have worked on this agree-
ment, I think we ought to call a halt to the process, go back to the
drawing board and do more. We ought to be able to confront this
problem more aggressively at a time when the economy is still
doing relatively well. To only have $11 billion of deficit reduction
in the next 2 years when the economy is relatively strong is simply
not enough.

And for that reason I will vote against this conference report and
I will do it in the hope of asking the conferees to go back and come
to us with something better.

I yield the floor.
(Mr. Harkin assumed the chair.)
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Mr. BENTSEN. Mr. President, I respect the viewpoint of my distin-
guished colleague. I wish we were doing more, too. I voted for the
$36 billion.

But I say to my colleague, this is the best we are going to get.
And I would say that, after very tough, long, lengthy negotiations
that my friend was not in, these are the realities. -

What happens if we do not do this? More than ever before, this
country, its economy, is being controlled by foreign financiers who
are looking at what we are doing about our budget deficits, who
are looking at what we are doing about our trade deficits. We are
talking to the Germans, we are talking to the Japanese, saying,
"Accelerate your economy to help us on trade." They say, "Why
don't you take care of your budget deficit first? Don't tell us how to
run our economies until you show responsibility on your own."

We have seen a situation here where budget deficits have dou-
bled and redoubled in the last 7 or 8 years.We have seen a Presi-
dent who has called for a balanced budget and never submitted
one. We have seen a President who has sent us a budget that was
dead on arrival, not because of partisanship here, not just because
Democrats voted against it, but because a majority of Republicans
and a majority of Democrats voted against it. I did not hear one
Senator speak up for that budget-not one.

So what you have seen here is a bipartisan effort. This confer-
ence agreement passed by a substantial majority last night in the
U.S. House of Representatives. And you saw Republicans and
Democrats alike voting for it.

I do not like the procedure in this conference agreement. I would
prefer some other way to do it. But I think it is a discipline that is
needed by this Congress and this President. There are those who
would like to get out of town and leave the problem of these defi-
cits for the next President and the next Congress to resolve. We do
not have that luxury. This Congress and this President must meet
this responsibility.

-What you have seen thus far is the flight of the dollar. And you
have seen us having to crank up the interest rates to try to hold
that foreign capital in here to help us finance these deficits. This
cannot continue on into the future. The sooner we face up to the
responsibility the easier we will make the transition.

We have listened to the ranking member of the Budget Commit-
tee, Senator Domenici, who I think is one of the very able Members
of this body. He has a different point of view. Then we have lis-
tened to my colleague from Texas who supports this measure. We
have listened to the chairman of the Budget Committee in the
Senate who supports this one. All of these people are people who
are deeply concerned about what is happening to our country and
think that we must begin facing up to the tough choices that we
have avoided in the past. -

I say to my colleagues, this is the best we are going to get. If we
do not pass this and if we do not pass it by a respectable margin,
we have a serious danger that the President might veto it. And
then I think you will see real tremors in the financial markets of
the world. And you will see interest rates going up more in this
country, you will see the reflection in the bond market, and you
will see a further depreciation of the U.S. dollar.
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Not perfect? Of course, it is not perfect. I could find a thousand
reasons to vote against this bill or most bills that we get here. And
there will always be some who are not going to be players. There
are those that think this goes too far and those that think it does
not go far enough. I happen to join those who do not think it goes
far enough.

But, again, this is a consensus that I think we can put in place,
and the time to do it is now. I strongly urge my colleagues to vote
for it.

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

order for the quorum call be rescinded.
The PRESIDING OFFICER. Without objection, it is so ordered.

Medicare Provisions in the Debt Limit Conference Report
Mr. BAucus. I know that the conferees on the debt limit agree-

ment have worked long and hard to reach the point where we are
today. I commend them for their efforts. Because of this agree-
ment, I believe that we can now get on with the important and dif-
ficult business of reducing the enormous budget deficits we now
face.

I am particularly pleased to learn that the conferees reached
agreement late Monday night on how Medicare payments would be
affected in the event that there is an across-the-board sequester of
funds.

I was concerned that earlier versions of the conference agree-
ment would have authorized the Secretary of HHS to either begin
holding back on Medicare payments to health care providers and
seniors until November 20 or temporarily pay 2 percent less than
the amount due for Medicare claims.

Either of these options might have caused unnecessary hardship
and confusion in the Medicare program, especially for our senior
citizens.

I now that others on both sides of the aisle had similar concerns
with these provisions. And I commend the Senate conferees, par-
ticularly Senator Bentsen, for the efforts made to resolve success-
fully the concerns that we had with the preliminary conference
agreement.

Mr. BENTSEN. I thank the Senator from Montana for his kind re-
marks and for his continuing concerns for the Medicare Program. I
am also pleased that the final conference agreement addresses the
concerns that Senator Baucus and others expressed.

The final conference agreement that is before us today includes a
special rule that applies to the Medicare Program in the event that
a sequester of funds occurs under the Gramm-Rudman-Hollings
process.

When Congress approved the Gramm-Rudman-Hollings Act in
1985, provisions were included to limit the amount that could be
cut from the Medicare Program under the sequestration process.

Today's conference agreement includes provisions to clarify how
the correct amount subject to sequestration should be calculated
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for the Medicare Program. The agreement also makes clear that no
payments are to be reduced unless it is determined that an across-
the-board sequester is required.

I appreciate the support of the Senator from Montana in working
out these Medicare provisions.

Mr. BAucus.-Again, I commend the Senator from Texas for his
leadership on the many tough issues involved in this conference.
And I thank him for expressing his understanding of the special
rules included in this agreement that apply to the Medicare Pro-
gram.

Mr. DURENBERGER. Mr. President, the vote before us today pre-
sents a difficult dilemma for this Senator. I do not hold any great
enthusiasIn for the nature of the compromise rendered to us by the
conference. Nor do I rush forward gladly V., allow and encourage
this government to extend its indebtedness far beyond its scandal-
ous level today. And yet in the interest maintaining the course we
set for this Government in 1985, I will vote "aye" on this confer-
ence report.

In the early morning hours of May 10, 1985, I marched into the
well of this Chamber to vote with 49 Republicans and 1, now de-
ceased, Democrat to balance the budget in 5 years. The spending
cuts and freezes which that vote would have required were used in
1986 to hang some of our colleagues who voted as I did; and it will
probably be used against me in my election next year. But we were
right and those who disagreed were not. Later in 1985, and today,
some number of our colleagues who opposed us that night, have
opted to balance the budget through the Gramm-Rudman-Hollings
formula. No other decisionmaking has been advanced since that
time.

I believe in the utility of the original Gramm-Rudman-Hollings
process. Get all the players to the table, take all the wild cards out
of the deck, and get to work. And, to force the decisionmaking proc-
ess to go forward, impose a severe penalty-sequestration-on all
the players if any one of them leaves the table. A number of deci-
sions, political and judicial, have blunted that original intent. The
effort of the conferees, which I believe was a sincere one, was to
salvage as much as they could of Gramm-Rudman-Hollings. The ab-
sense in this plan of true fixed targets, a reliable zero deficit year,
or many of the truth in budgeting reforms of the Senate bill, is
very unfortunate. I believe that enough remains to justify that we
move forward.

I came to this Congress in 1979 with a desire and a mandate to
do something about the Federal deficit. What I have observed over
the years is a fixation with the processes of deficit reduction, to the
exclusion of policies to get us there. If this fix gets us off reinvent-
ing the budgetary wheel, and onto going somewhere, it will be
worth the effort.

My judgment is that passage of this conference report iH more
likely to reduce our deficit than no fix at all. Some undetermined
alternative may arise at some point which would do more and do it
better, but that is not reality today. The Congress has too much on
its platter as to the substance of deficit reduction, ii reconciliation
and the appropriations bills, to ask the conferees to go back to the
drawing board, where there may or may not be a better deal.
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With this debt limit extension, we extend the terms of indenture
of the next generation of Americans. In a very real sense we en-
slave them to financing our desire to have without paying. There is
a heavy moral responsibility in our action today. I can only hope
that by this vote today, we set in motion a process which will make
future debt limit extensions less likely.

I urge the adoption of the conference report.
Mr. DANFORTH. I will vote for this resolution for two reasons.

First, the debt ceiling must be extended if the Government is to
continue to function. Second, the resolution cures the legal defect
in the Gramm-Rudman-Hollings process, thereby offering at least
some future discipline on the size of our Federal budget deficit.

However, having stated my support, I must say that I am not
happy about the product of the conference on this resolution. The
actual deficit reduction which will be accomplished over the next 2
years is pitiful. Instead of reaching our original Gramm-Rudman-
Hollings target of $108 billion for fiscal year 1988, the best we will
do is $144 billion, and in practice that figure is likely to be consid-
erably higher.

Having back-peddled from our original Gramm-Rudman-Hollings
commitment once, I have no illusions about our ability to stick
with goals in the future. Nevertheless, this resolution accomplishes
at least some reduction in the deficit, however, small, and it pro-
vides at least some structure for future action on the deficit, how-
ever shaky.

Restoration of the Automatic Sequestration
Mr. ADAMS. Mr. President, I rise to speak against this proposal to

restore the automatic sequestration process to what we might as
well start calling Gramm-Rudman-Hollings III. While I will oppose
the flawed formulas and perverted process contained in this confer-
ence report, I recognize both the sincerity and the dedication that
went into fashioning it. Budget work is a hard and thankless job.
The conferees certainly have worked hard-and they certainly will
not be thanked.

I rise Mr. President, not as a new Senator unfamiliar with the
fiscal issues presented in this debate, but as a past legislator who
has had to make tough budgetary choices and tradeoffs. As the
original chair of the House Budget Committee, I am aware of the
history of the congressional budget process, what role that process
was supposed to play, and distressingly, the role it has assumed.

The purpose of the 1974 Budget and Impoundment Control Act
was to coordinate authorizations and appropriations within the
context of a given economic framework. It was developed to set
overall policy and priorities within which programmatic and spend-
ing decisions could be made. In short, it was a tool to enhance our
decisionmaking process by creating a marcroeconomic context
which would help shape decisions while retaining the authority of
the authorizing and appropriating committees.

Subsequently, Mr. President, in 1985 Congress passed what was
supposed to be a simple amendment to a bill increasing the debt
limit: The Balanced Budget and Emergency Deficit Control Act.
That is, at the time Congress was told it was going to be simple. As
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written, the proposal specified maximum deficit amounts for 1986,
declining in equal stages until zero was reached in 1991. It was
definitely a dramatic departure from traditional approaches to
budgeting and fiscal policy. But slowly things begin to get compli-
cated. Intricate formulas and rules were established and special e.4-
emptions were passed. The courts ruled against the process; we
tried and failed to fix it in 1986; now we are trying to fix it again.

Mr. President, if this is a process of simplification, then I don't
want to see a complicated approach. Simple or complicated, this is
an unthinking arbitrary and capricious machine, which is tooled
up to produce problems rather than solutions.

Mr. President, I am most angry with the thought that we are
here because of what has been perpetrated by this administration.
We are sitting here 7 years after this President came into office
saying that the annual average $44 billion deficits of the preceding
administration were economically unacceptable. He was going to
wipe out those deficits. Well, he didn't wipe out the deficits, he
whipped them up to new levels, to figures more than three times
the amount allowed in the past. It is now left for us to clean up the
mess.

Mr. President, it is imperative that we step back and become
aware of what we are truly advocating. We are opting for the per-
fection of a process rather than a product that reflects economic re-
ality. In our zeal to seek a balanced budget we are creating a Kaf-
kaesque world where the means of balancing the budget has
become an end unto itself.

As responsible policymakers, I know that is not what we really
intend to do.

Mr. President, our real goal is not to create a methodically blind
process. The real goal is to create a budget process, and a budget,
which allows us to reduce the deficit while building safe highways,
a strong infrastructure, and full employment. It consists of shelter
for our homeless, a reformed welfare system and retraining pro-
grams for our jobless. It consists of ensuring a strong, efficient and
sufficient system of defense. And it consists of promoting interna-
tional trade and competitive excellence in our industrial base.
Those are our real goals. Those are the priorities that this body has
established to fulfill the future vision of our country. But this end
will never be met if we insist on focusing on this fix and ignoring
the dynamic and interwoven socioeconomic process that exists in
our world today.

Mr. President, a noted philosopher once said, "To work for a
better future, find the causes that made the past what it was, and
then bring different causes to bear." If we willingly and consciously
deprive ourselves of the power to mandate change, we have
stripped ourselves of an option. We have purposively shackled our
prerogative to exercise our legislative duty and thrown away the
key.

Abraham Lincoln defined government this way: "The legitimate
object of government is to do for a community of people whatever
they need to have done, but cannot do in their separate and indi-
vidual capacities." Mr. President, the people of our home States
have sent us here to do just that. They have asked us to sift
through the data, formulate our priorities based on what we have
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learned, search our hearts, and then judge and choose what is to be
in their best interests. They have asked us to apply our value sys-
tems to the legislative process. Indeed, I am most troubled with the
thought that as a body we are abdicating this constitutional and
moral responsibility.

Mr. President, as I said before, I appreciate the hard work of my
colleagues in an attempt to remedy this situation. But I cannot
accept the argument that to escape this bottomless pit we must sac-
rifice our soul. This is the second time we have revisited the wrong
solution. Major surgery is needed on the patient. A qualitative
change in focus is necessary. We cannot just "reform" our way out
of this-we have to change the way we look at.

Mr. President, I have no magic solution. But I firmly believe that
the path of process does not take us into the jungle of more and
more detailed and confining budget act language. Instead, I believe
we need to go back to the basic philosophic assumption of the
Budget Act, the desire to provide guidance to the authorizing and
appropriating committees. Even before this fix, the process has
become too complex and too confining: there are crosswalks and
points of order and allocations and a host of other technicalities
which few of us understand and which frustrate all of us. As a leg-
islator who is familiar with the issue, I have come to the conclusion
that we need to step back and evaluate our position. When Sugar
Ray Leonard couldn't find a way to handle Marvin Hagler in the
mid-rounds, he didn't keep on moving down the same road. Rather,
it was a change in strategy that led to his victory that night.

In conclusion Mr. President, I understand the frustrations of my
colleagues. We are battle-scarred and weary and are looking for the
quick answer. We have become intolerant of ambiguity. But in this
area we have to accept ambiguity if we expect results. We have to
set some goals and trust our ability to meet them in a reasoned
and reasonable way. The problem with this proposal is simply that
it sets goals and sets in place a process which denies the role of
reason and reduces our ability to be reasonable. There is a better
way and it begins by restoring the Budget Act to its original goals.

I thank the President and yield the floor.
Mr. JOHNSTON. Mr. President, it will probably come as no sur-

prise to my colleagues that I intend to oppose this conference
report. The serious flaws that I pointed out in the Senate amend-
ment, and which the junior Senators from Colorado and North
Dakota and the senior Senator from Nebraska and I tried unsuc-
cessfully to amend on the Senate floor, persist.

First, and the most fundamental problem with this complex 80-
page plus "fix", we've only built in more delay to achieving mean-
ingful deficit reduction.

In the budget year we are now considering, fiscal year 1988, for
example:

The date for reporting reconciliation is delayed from July 28 to
September 29 and the date for final action is in effect delayed until
mid-October, 4 months later than the 1985 Balanced Budget Act re-
quired Congress to complete action on legislative changes necessary
to enact deficit reduction. So we lose more than 100 days of savings
and pay 100 days of more interest right out of the gate.
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The amount of savings required this year has been slashed by
$14 billion from the plan the Congress adopted in June, just 3
months ago-a 37.8-percent reduction in savings, or to put it an-
other way, a 37.8-percent increase in the allowable deficit which
many of our colleagues thought too high in June. Instead of $37 bil-
lion in savings, this document only requires $23 billion.

The balanced budget target is postponed 2 years, pushing this
goal out even further into the future, to 1993 instead of 1991.

And the grossly uneven path this report purportedly delineates
to reach that goal only means, in my view, that we will not reach
that goal.

Why?
First. Almost $700 billion of the $1.05 trillion budget we now

have is off limits in the sequestration process. Let me repeat-
almost 70 percent of spending is taken off the table.

Yet, we are asking the American people to believe that we are
going to find at least $160 billion in cuts from the remaining $370
billion in spending programs over the next 5 years.

This is, in my judgment, nothing but an empty promise. The ex-
perience over the last 7 years-during which we ve seen the deficit
rise from $59 billion in 1980 to a peak of $220 billion in 1985 and to
about $160 billion in fiscal year 1987 (a decline in large part due to
a one-time revenue bonus from the 1985 Tax Reform bill)-shows
that this promise is empty.

Second. In the first 2 years of this plan we only require $59 bil-
lion in deficit reduction, which will reduce the deficit to only about
$124 billion.

In the remaining 3 years, when this administration, which pro-
posed, advocated and fought for the budget plans which increased
the deficit from $59 billion to over $220 billion, has left, more than
twice that amount of deficit reduction will be required by the new
administration.

Let me repeat, in the first 3 years, only one-third of the savings
necessary to meet a 1933 balanced budget will be required.

But in the last 3 years, when we have a new President and a new
administration, two-thirds of the savings are required.

In short, this plan only postpones the day of reckoning, and so
"back-loads" reduction that it will be impossible to reach the tar-
gets, and many of us will be-back here in 1989 revising unworkable
and unrealistic targets again.

Second, I do not believe this plan requires sufficient reductions to
encourage, much less force, the President to come to the table and
engage in meaningful talks about deficit reduction.

The sequester for this year is limited to $23 billion, half of which
would come from defense. This would mean, if my math is correct,
no more than $11.5 billion in defense outlay cuts. In my view, this
is both insufficiently tough and insufficiently enticing to get the
President to the table on taxes, which the distinguished chairman
of the Budget Committee stated earlier today will be between $10
to $15 billion in the reconciliation package.

Eleven and a half billion in reductions in defense is not trivial.
But in my judgment this neither takes away enough-nor gives
enough-to the President to set the stage for a meaningful bargain.
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Third, I remain as I have since this sequestration process first
emerged in the early fall of 1985 opposed to this process for policy
reasons.

Our colleague in the House, Mr. Synar of Oklahoma, succinctly
laid out a number of objections to this unconstitutional abrogation
of spending power by the Congress. I concur with his remarks and
would only add that if we are going to amend the Constitution then
we should follow the procedure for so doing laid out in article V. It
is odd to this Senator that in the midst of all the celebrations about
the bicentennial of the Constitution the Congress is so quick to
ignore itgwords, its framework and its spirit. Any fundamental re-
structuring of the Federal system like this surely should be con-
curred in by three-quarters of the States.

This process also lets the Congress and this President avoid ac-
countability for making cuts. That is precisely what we are elected
to do and as a number of my colleagues have argued forcefully and
eloquently with respect to the war power, a responsibility rooted
deep in the history of the Constitution. I believe the American
people will not be fooled, and if sequestration occurs will hold re-
sponsible those who voted to avoid this responsibility.

Fourth, I think this so-called fix contains a number of seemingly
innocuous changes in the current committee structure of the House
and the Senate which will only heighten the current institutional
crisis the Congress now faces in this never-ending budget process.
No hearings were held on these proposed changes so it is difficult
to comment on them with any authority. But I can say that a quick
reading of some of them gives this Senator cause for concern.

For example, section 202 which deals with asset sales sets out
certain determinations to be made with respect to an exception
which would allow transfers to be counted as savings, and I assume
incuded in a reconciliation bill. However, it is not clear who makes
this determination-the authorizing committee, the Budget Com-
mittee, or the Senate. Who does this has major substantive implica-
tions which every committee member who has been involved in

-putting substantive legislation together should be concerned about.
Other provisions which seem to give the two Budget Committees

rather than CBO scoring authority also concern me. We seem to be
setting the stage for even more divergence between the House and
the Senate, divergences which have caus-d serious and at times
crippling problems on appropriations bills because of different allo-
cations, different scoring conventions, and the Fazio exception
which only applies in the House. I fear those new changes are only
going to exacerbate an already untenable situation, a situation
which I believe could have been avoided had we had thoughtful
and open consideration of these changes in the appropriate com-
mittee forum.

Mr. President, the deficit problem cannot be solved by procedure,
only substantive proposals which require the President and each
Member of Congress to stand up and be counted will result in
meaningful progress in reducing the triple digit deficits we are
facing from now until as far as the eye can see.

I will support specific proposals, as I have in the past, to reduce
the deficit.
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I won't support mischievous, and in my view misleading, proce-
dural changes which will only make it more difficult for the Con-
gress and the President to fa, e reality and deal with substance.

Gramm-Rudman-Hollings-Moving in the Right Direction

Mr. KERRY. Mr. President, today, as in 1985, I support Gramm-
Rudman-Hollings as an unfortunately necessary cure to our budget
crisis. This budget process effected by Gramm-Rudman-Hollings
should permit us to achieve three goals:

Reverse the pattern of escalating Federal deficit spending and
set this Nation on the glide path to a zero deficit; set definite, hard
targets for ourselves and the President as markers on the way to a
zero deficit and to force compliance with those deficit targets with,
if necessary, automatic reductions in spending called a sequester;
make possible sequester reductions fair and equitable for all cate-
gories of Federal spending, thus reversing the pattern of this ad-
ministration: devastating domestic program reductions and massive
military spending increases while Federal revenues were reduced.

I support the modifications to the Gramm-R dman-Hollings con-
tained in the conference agreement because I believe it keeps us on
a path of deficit reduction. We have made progress in this area as
the fiscal year 1986 deficit of an all-time record of $221 billion will
now be reduced to under $160 billion in the fiscal year about to
conclude.

But like many of my colleagues who voted for the conference
agreement I have several important reservations. They are serious
reservations and make this a difficult vote.

I prefer a $36 billion reduction in the baseline, as originally
adopted in the budget resolution, than the $23 billion reduction
provided for in the conference bill.

Similarly, while I recognize that the deficit targets needed to be
stretched out I believe they are being Etretched out too far to 1993
so that the deficit will decline too slowly. Moreover, too much of
the deficit reduction comes in the out years thereby unfairly bur-
dening future administrations without requiring this administra-
tion to face up to the budget mess it has created.

Finally, I still believe that defense spending, as ifi the budget res-
olution, is too high for my priorities. Likc' many of my colleagues I
hope that we can avoid a sequester order because I am not yet con-
vinced that defense programs, given the President's flexibility to
shift some funds within defense categories, would, in reality, be
curtailed.

Senator Bentsen, Senator Chiles, and the other conferees are to
be commended for forging a viable consensus on deficit targets.
While many of my colleagues (including members of the conference
committee) would prefer lower deficit targets I believe we all recog-
nize that given the constraints we have adopted a reasonable set of
deficit targets.

Mr. LEAHY. Mr. President, I rise in support of the compromise
reached by the House and Senate conferees on the debt ceiling ex-
tension and the Gramm-Rudman-Hollings balanced budget law.
While I do not agree with every provision of the conference report,
on the whole it deserves the Senate's approval.
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Earlier this summer, it appeared that Congress had given up on
the effort to reduce the Federal deficit which began with passage of
the Gramm-Rudman-Hollings balanced budget law in 1985. As one
of the early supporters of that law, I am pleased that the House
and Senate agreed on a plan to restore the Gramm-Rudman-Hol-
lings discipline. The conference agreement will help reduce the def-
icit next year by more than $23 billion and by $36 billion annually
thereafter, until the Federal deficit is retired.

Our efforts to reduce the Federal deficit are back on schedule.
This year, the conference agreement should lead to a sensible com-
bination of cuts in spending and modest increases in revenue-in-
creases which will not require an individual income tax increase.
During Senate consideration of the budget for the next fiscal year I
voted to cut the level of taxes by more than $5 billion. The confer-
ence agreement includes the reasonable level of revenues which I
supported earlier.

The measure before the Senate will also restore the automatic
cutting mechanism to the Gramm-Rudman-Hollings law, but with-
out jeopardizing programs that help the needy and senior citizens.
As under current law, Social Security benefits, Federal retirement
benefits and programs that help those most in need will not be sub-
ject to these automatic cuts.

The compromise agreement will ensure, however, that if a se-
quester ever occurs, the spending cuts will be divided equally be-
tween defense spending and domestic programs. By holding out the
prospect of equal cuts in defense and domestic spending, every
Member of Congress and the President, whether hawks or doves or
advocates or critics of social programs, are encouraged to find a
more reasonable way to reduce the deficit and avoid such across-
the-board cuts.

While all of these changes will further the gains we have made
toward reducing the Federal deficit in the last 3 years, one provi-
sion of the conference agreement concerns me. On July 23, I voted
for Senator Chiles' original plan to revive Gramm-Rudman-Hol-
lings. That plan would have given Congress an opportunity each
year to vote up or down on sequesters, instead of allowing bureau-
crats at the Office of Management and Budget to carry out these
cuts.

The Constitution specifically gives Congress the authority to
make tax and spending decisions. I believe we should face up to
this responsibility. Congress should make the tough decisions to
reduce the Federal deficit and, if necessary, vote on sequesters. Un-
fortunately, the Chiles plan was not included in the final confer-
ence agreement.

With this reservation, I urge the Senate to put Gramm-Rudman-
Hollings back on track, and approve the conference report.

A Bittersweet Vote
Mr. PROXMIRE. Mr. President, I am going to vote against this con-

ference report, not because it repairs Gramm-Rudman, but because
it increases the debt limit to a staggering $2.8 trillion.

Why this huge increase in the debt limit? To get the Congress
and the President past the witching hour of November 1988. In
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that month the voters will choose a new President, a House of Rep-
resentatives, and one-third of the Senate. If we had an acrimonious
debate on the deficit, and on the debt limit, those voters might get
the idea that we really have not done that much to reduce the defi-
cit. Who knows how they might vote with that debate ringing in
their ears.

This increase is a political insurance policy for incumbents. The
repairs to Gramm-Rudman may not work, as a number of speakers
have pointed out. Next year being an election year, we may find a
number of loopholes in the law. Neither party may want to take
the heat of trying to make one more repair in the heat of an elec-
tion campaign.

Would we need this big an increase in the debt limit if we were
going to meet the new targets in this bill? The answer is no. The
deficit for fiscal year 1988 is not to exceed $144 billion. Add that to
the existing debt, and you reach $2.5 trillion. Add in the target for
fiscal year 1989-$136 billion-and you come to about $2.65 trillion.
That should get us through September 1989. The fact that we are
increasing the limit to $2.8 trillion, and saying that it will last
until May 1989, says something about how well we will adhere to
the new targets.

I favor the repairs to Gramm-Rudman. They are complex, and
they may be subject to manipulation, but right now they are the
only game in town. Given the Congressional Budget Ofice's new

rojections on the deficit, which indicate that it will stay in the
175 billion range, mean that we must do something. The new tar-

gets should be tougher, especially for this year and next. This criti-
cism notwithstanding, this part of the conference report is still a
notable improvement over what we have done so far this year.

Were it not for the increase in the debt limit, it would have my
support. Unfortunately, that $2.8 trillion is more than this Senator
can swallow.

Mr. GRASSLEY. Mr. President, I have chosen to support this
Gramm-Rudman-Hollings fix because, as many of my colleagues in
support of this measure have said, it is the only game in town. If
deficit reduction is going to occur this year, it'll occur because of
the threat of an automatic sequester. This is how we will ensure
that the savings contained in the reconciliation bill are indeed
achieved.

I am mindful of the impact of a sequester on Government serv-
ices in Iowa and the rest of the country, particularly in Agricul-
ture. And of course, we must keep in the back of our mind that
deficit reduction is just as important to the farming community as
anything else we can do here in the Senate.

Nonetheless, my vote for this fix is not an endorsement of that
sequester. Rather, it is intended to support keeping alive the slim
opportuntiy we have this year to achieve real deficit reduction.
Frankly, I fail to see anything out there on the horizon that would
give us any hope should this measure fail. It is certainly not a very
solid fix, and I believe the ranking member of the Senate Budget
Committee spoke very eloquently and persuasively against this fix.
And, in fact, he may be right in the final analysis. But in the ab-
sence of any alternative, Mr. President, I am taking the step here,
in this vote, to support the slim opportunity before us. If it fails, we
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will have to come back and address the issue again. I hope it will
not fail.

Mr. RIEGLE. Mr. President, I have expressed my opposition to the
Gramm-Rudman-Hollings approach many times in the past and I
want to state them again now. This attempt to fix a failed policy
actually has the perverse result of reducing incentives for the
President and Congress to work together to solve the deficit prob-
lem. This is not the way to deal effectively with the massive deficit
problem facing our Nation today.

The original Gramm-Rudman law was a failure in large part be-
cause it side stepped the problem and added another layer to the
already complex budgetmaking process. The legislation today is
even more convoluted and complicated than before. It is unwork-
able and will break down again under its own weight.

Changes in the budget process are no substitute for setting Fed-
eral priorities and making hard choices. As we have learned since
Gramm-Rudman went into effect, there's always a way around a
procedural fix. Federal deficits can only be reduced by honest budg-
ets and painful choices, not by amending the operating rules of
Congress or by creating a random slashing of programs regardless
of their effectiveness or importance.

Even though the deficit target for 1988 has been increased from
$108 to $144 billion, the target really is misleading. Under this
change, we would only reduce the deficit by $23 billion, a major re-
treat from the congressional budget resolution reduction amount of
$37 billion. For fiscal year 1989, the so-called target deficit is
almost double the target enacted by the original Gramm-Rudman
statute. This retreat from the goal of $36 billion in annual deficit
reduction is another indication of the failure of this process.

Further, this new law contains a new escape provision-if indeed
we are faced with a sequester resolution; a mechanism that will
again change the sequester resolution or to abandon it altogether.
This indicates the ultimate lack of confidence the authors have in
this approach to reducing the deficit. We are wasting our time on
arcane and unworkable procedure when our goal should be to get
the President and Congress together to come up with a workable
reconciliation bill that makes real, lasting reductions in the Feder-
al deficit.

Mr. President, I commend all serious efforts to bring down the
deficit. But I think we're headed in the wrong direction. Rather
than try to jerry-rig a failed system, we must take steps to confront
the deficit head on. The President should convene a summit with
congressional leaders this year and put all options on the table.
Otherwise, our economy will continue to struggle under the grow-
ing weight of these massive deficits.

Mr. BENTSEN. I yield to the distinguished minority leader.
The PRESIDING OFFICER. The minority leader is recognized.
Mr. DOLE. Mr. President, I have been listening to the debate off

and on today. I first want to express my appreciation to all Sena-
tors, particularly Senators on this side of the aisle, although the
distinguished chairman, Senator Bentsen, and Senator Chiles on
the other side have been very busy also.

I have listened to Senator Packwood, who has made a great con-
tribution; and to Senator Domenici, who has a different view. But I
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think over the past several weeks and months Senator Domenici
has made vast and positive changes in the original product and the
end product.

I would also note the contributions of Senator Phil Gramm, who
was sort of the father of the original legislation and, of course,
deeply interested in what happens today.

I am going to vote for the conference report. I think all of us
have questions. I know, as I travel around the country these days,
people ask about the deficit. They ask why Congress is not doing
something about it. They ask "What are you going to do about it.
What would you do about it?"

Everybody wants to bring the budget into balance as quickly as
possible. A lot of people have a lot of good ideas. They do not have
the votes, but they have got the ideas-a line-item veto, a constitu-
tional amendment for a balanced budget.

Those obviously are very important, but we are not dealing with
that today. We are dealing with what we have before us. It is not a
perfect product. Gramm-Rudman-Hollings was not perfect at the
outset, as the Supreme Court indicated. But we did admit in 1985
that the process was not working.

We missed by one vote adopting a constitutional amendment for
a balanced budget in this body. I think we had 66 votes and we
needed 67. And we missed by a couple of votes the line-item veto.
We needed 60 to break a filibuster, as I recall, and we had 58.

The question today is whether we want to reinstate, by the so-
called Gramm-Rudman-Hollings fix, that budgetary discipline.

By approving the legislation, the threat of automatic sequestra-
tion once again exists. I think we would all have to confess that
that really is not the way it is supposed to work. Congress is sup-
posed to take certain actions, with the help of the administration
from time to time, to avoid what is probably perceived as black-
mail, in a sense, economic budgetary blackmail, or call it what you
will.

I think we are, at least our constituents think we are, the ones
who ought to be making the decisions, rather than some automatic
processes that have not worked. That is why we had Gramm-
Rudman-Hollings I. That is why we are going to have a Gramm-
Rudman-Hollings II. If it works, Congress will have to confront
some tough choices and set their spending priorities and revenue
priorities. Maybe the budget will be in balance.

It seems to me there are other things that we should have done
that we are not doing here: to try a 2-year budget and appropria-
tions cycle, some way to break up the massive continuing resolu-
tions so the President is not confronted with an all or nothing situ-
ation. As it stands, you can load up a continuing resolution with a
lot of junk and send it to the President. He does not have any al-
ternative but to sign it or let the Government come to a screeching
halt.

I would prefer a proposal that would guarantee there will not be
any tax increase and I do not think we made that judgment today.
I think what we are saying today is that we are going to pass this;
the spending and taxing decisions are going to come later. They
will be made, those suggestions and recommendations, when we
have reconciliation and appropriations legislation. Like everybody
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else, we will all have to review that legislation. Certainly I will,
particularly as it may address itself to any revenue changes or at-
tempts to treat defense unfairly.

So, what we have before us is probably not perfect. But there is
one other matter in this package that I think deserves some atten-
tion. I think in many cases that to many Senators it may be the
deciding factor. We will be back, probably, addressing some of the
problems in the Gramm-Rudman later. I would guess the next

resident may not like what he sees in this package. But there is
one thing that I think has a lot of merit and that is extending the
debt ceiling to get it beyond the 1988 election.

I recall when I was the chairman of the Finance Committee, I do
not know how many times we had to extend the debt ceiling, but it
seemed like it was every other week. Every time it is brought to
the floor, as the distinguished chairman of the Finance Committee
knows, it is fair game. I think at one time we had 21 different
amendments on the debt ceiling dealing with everything from for-
eign policy to economic policy to farm policy; none of which was in
the jurisdiction of the Finance Committee or the Ways and Means
Committee in the House.

I think what we are saying is the United States, if it wants to
continue paying its bills, if we want to continue our credibility
worldwide, for at least 11/2 years we are going to engage in fiscal
brinksmanship. That I thin is going to be of some solace to the
markets and others who look to us reliable in many, many ways.
One of the best elements of this package is it is going to increase
the debt ceiling through May of 1989.

So, I thank the distinguished manager of the bill. This does keep
the process moving in the right direction, hopefuly keeps the defi-
cit moving in the right direction, and that is down. I believe, based
on the information that I have, that it is in our intersts to support
the conference report.

Again, I would say, some of my most respected colleagues, par-
ticularly the distinguished Senator from New Mexico, has a differ-
ent view, one that I respect totally. I want to again express my ap-
preciation to him for moving the process in the right direction and
for raising the objections he has today.

The PRESIDING OFFICER. The Senator from Nebraska.
Mr. EXON. Mr. President, I have the greatest respect for the au-

thors of the proposition before us and I applaud their efforts for
reaching a compromise under some most extreme conditions. They
have worked hard and it might be argued that this is the best than
can be done under the circumstances. I do not slight the intentions
of the authors, I simply disagree with the underlying premise of
the Gramm-Rudman philosophy.

I fully share the authors' concerns regarding the growing Feder-
al budget deficit. I have authored a constitutional amendment to
require that the President submit and the Congress enact a bal-
anced budget and legislation to reform debt ceiling approval. In my
view, if the debt ceiling is to be increased, it should accompany
actual deficit reduction and be tied directly to the Federal budget. I
am also a cosponsor of legislation to give the President enhanced
rescission authority which would allow the President to immediate-
ly send items contained in appropriations bills back to Congress for
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reconsideration. I have also long supported legislation to grant the
President line-item veto authority.

Mr. President, I realize that all the process reform in the world
alone will not solve the deficit crisis. There are only three ways to
reduce the deficit; cut spending, improve receipts or pursue a com-
bination of both. The real problem is not procedure, it is people.
The deficit crisis will not be solved until the congressional leader-
ship and the President sit down and work out a program of shared
sacrifice. As a former Governor who put together eight balanced
budgets, I can attest to the fact that there are no procedural magic
wands, or painless ways to cut spending. Only hard work, tough ne-
gotiation, and good faith efforts to reach a consensus can produce
meaningful deficit reduction.

I have been a consistent opponent of the Gramm-Rudman law. In
spite of several positive factors, much of the Gramm-Rudman
scheme is poor public policy. I have opposed the Gramm-Rudman
law over the years because it is an abdication of congressional re-
sponsibility; it delays meaningful action on the deficit; the result it
produces is grossly unfair; and after 2 years of operation it has not
worked.

In this bicentennial year, the Gramm-Rudman automatic seques-
ter is an idea which goes against the very foundations of congres-
sional power and responsibility. The Constitution of the United
State grants the Congress the power to lay and collect taxes, pay
debts and provide for the national defense. Gramm-Rudman turns
congressional responsibility over to the President's Office of Man-
agement and Budget. If the economic forecasters determine that
the Congress has not reduced the deficit by a sufficient amount,
the authority to cut a portion of the Federal budget is turned over
to the head of the Office of Management and Budget. I do not be-
lieve that the American people elected the Congress to turn over
its constitutional fiscal responsibilities to an unelected bureaucrat.

The entire Gramm-Rudman process actually delays serious
action on the deficit. The budget reconciliation bill passed in 1986
is a prime example of the type of deficit reduction the Gramm-
Rudman process inspires. The bill was loaded with spending shifts,
one-time asset sales and accounting gimmicks which reduced the
deficit projections, which technically met the Gramm-Rudman tar-
gets for the purposes of avoiding a sequester. The Congress did very
little to reduce Federal borrowing or reduce the structural deficit.
Rather than force action, the Gramm-Rudman process fakes action.
I will concede that the latest incarnation of the Gramm-Rudman
amendment goes a very long way to close the many known loop
holes. However, in this environment, it is only a matter of time
before new loopholes are discovered. One obvious weakness in this
new incarnation is that it will likely encourage appropriators to"pad" accounts to cushion the effects of a sequester.

-Most disturbing is the fact that if the Gramm-Rudman procedure
were played out, it would produce a result which is grossly unfair.
In its basic and theoretical form, there is great appeal to taking
across-the-board action to reduce the deficit. I have worked over
the years to formulate across-the-board freeze budgets. If the Con-
gress is unable to reduce the deficit, it makes a good deal of sense
to freeze or reduce each program by a uniform amount to deal with
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a budget shortfall. Such a procedure spreads the burden of deficit
reduction and preserves the relative priority of each program. Un-
fortunately, Gramm-Rudman is not across-the-board deficit reduc-
tion. Over half of all Federal spending is exempt from the Gramm-
Rudman formula reduction. Those nonexempt programs must
absorb a disproportionate share of the deficit reduction burden. Ag-
riculture, for example, takes an extremely heavy hit in a sequester
scenario. Agriculture which accounts for about 3 percent of the
budget would take a 10-percent reduction even under the limited
sequester established for 1988. No one can say that Gramm-
Rudman does not hurt farmers.

After 2 years of operation, by and large, Gramm-Rudman has not
worked. The new version of the law does not bring with it a new
promise of deficit reduction. If anything, it pushes difficult deci-
sions away from this Congress and President Reagan onto the next
Congress and the next President. In the first year of the Gramm-
Rudman law's operation, the United States rolled up a $220 billion
deficit; the largest ever! The Congressional Budget Office [CBO]
just reported that in 1987 the deficit will likely exceed $160 billion,
about $20 billion above the current Gramm-Rudman target. How-
ever, the acting director of CBO acknowledged that this slight im-
provement in the deficit picture is largely temporary and due to an
unexpected windfall from tax reform, spending shifts, and one-time
asset sales. After 1987, the deficit once again takes an upward path
and hovers indefinitely in the $200 billion area. Today, the Con-
gress is attempting to put off dealing with the long-term problems
of debt and deficit.

Let's be honest with the American people. There were not suffi-
cient votes to increase the debt ceiling, 2 years ago, to over $2 tril-
lion and today to $2.8 trillion. The original Gramm-Rudman law
and today's latest incarnation is basically a device to garner suffi-
cient votes to extend the debt ceiling to a new and extraordinary
level.

Mr. President, the Gramm-Rudman philosophy works to reduce
deficit estimates, but time has proved it is a meager tool for actual-
ly reducing deficits. It is a way for Congress to congratulate itself
for having fiscal courage without making a single decision on the
spending and revenue issues which produce the debt and deficit.
The future of deficit reduction does not hinge on the adoption of an
automatic trigger for the Gramm-Rudman law. It hinges on politi-
cal will and bipartisan cooperation. From the first day of Budget
Committee hearings, the members of the majority called on the
President to meet with the congressional leadership in a budget
summit to really fix this problem. To date those requests have
fallen on deaf ears. If the President can negotiate with the Soviets,
certainly he can negotiate with the Congress.

The debt and deficit are the nuclear nightmare of the President's
fiscal policy. It is time to stop hiding and start working toward def-
icit disarmament.

Thank you, Mr. President.
The PRESIDING OFFICER. The Senator from New Mexico.
Mr. DoMENICI. I thank the Chair. I do not intend to say anything

further. I just wanted to say to you, Senator Bentsen, as the chair-
man of our conferees, obviously because of the nature of the debt
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ceiling bill, it has befallen you twice, one in a ranking position and
one as chairman, to be a lead person taking to conference on that
little simple thing called the debt limit this very complex issue.

I truly want to say to you two things: It is not normally my privi-
lege to be on conference with you because I do not serve on your
committee. Second, it was really a privilege to serve with you, and
I want to thank you for the way you conducted the hearings, they
were difficult; for your tenacity; and for both you and your staff's
dedicated work in trying to come up with a solution.

It happens in this case, obviously, that I do not agree, but I did
want to tell you that it has been a privilege working with you. Ob-
viously you understand intimately how to get things done. I was
glad to be part of it right up until the end, and I am sorry on this
one we disagreed. I am certain there will be many times in the
future we will have a chance to agree.

Mr. President, I want to also thank the distinguished ranking
member, Mr. Packwood.

I want to say that it will fall on his shoulders to either chair or
be the ranking member of the committee. We will not have a debt
limit bill before us for some time now.

I want to say to him also, frankly, we are dealing with issues
that he has no responsibility in. I want to thank him for all the
hard work he has done, for the excellent staff work, for the quick-
ness with which he grasped the issues, and for participating fully
in arriving at this compromise. I compliment him and I thank him.

Mr. PACKWOOD. I thank my good friend.
Mr. BENTSEN. I would say to my distinguished friend, I served on

the Environment and Public Works Committee where he was a
very vital member. I have enjoyed his friendship and I have a great
respect for his ability and integrity.

As I listened to the distinguished minority leader talking about
extending this until May 1989, we would not have to bring up the
debt limit again, I could not help but think how many things we
have attached to it. I learned more about the budget process than I
ever intended to learn. But it has been a fascinating study for me. I
have enjoyed it and you have been educational in the process. I ap-
preciate that and I thank you very much for your cooperation
working on that.

Mr. DOMENICI. Can we get the yeas and nays, Mr. Majority
Leader?

The PRESIDING OFFICER. Is there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.
The PRESIDING OFFICER. The majority leader is recognized.

Debt Limit/Gramm-Rudman Fix Needed Now

Mr. BYRD. Mr. President, the tale of deficit reduction this year
has been a tortured one so far. It has been marked by frustration,
intransigence, delays, and a lack of results. Shortly, I hope the
Senate will take the next step needed to achieve significant deficit
reduction by approving the conference report on the debt limit,
which includes restoration of the automatic sequester process
under Gramm-Rudman.
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Earlier, the House adopted the conference report with a biparti-
san vote of 230 to 176. It is important for the Senate to do likewise
and send the conference report to the President today for two rea-
sons. First, the temporary extension of the debt limit expires at
midnight tonight. Unless the conference report is agreed to before
then, the Government will run the risk of default at the end of the
month.

I hope all my colleagues recognize the seriousness of that situa-
tion.

I understand there is enough cash on hand to keep the Govern-
ment running for a few days yet, but, in any event, a default by
the U.S. Government on its financial obligations would be unprece-
dented. It could create chaos in worldwide financial markets and
jeopardize millions of benefit checks and other payments.

But there is a second, perhaps more fundamental, reason to ap-
prove this conference report, and that is to achieve real, significant
deficit reduction this year. There should be no mistake about it.
The fate of Gramm-Rudman is the fate of deficit reduction for the
next 2 years.

Last month, CBO and OMB released their joint report required
by the current Gramm-Rudman law. In it, the two agencies esti-
mated that the deficit for next year will be $172 billion if nothing
is done to reduce it. That is an increase of $14 billion over this
year's expected deficit of $158 billion.

Mr. President, it is clear from this report that unless we take
action, the deficit will resume its upward spiral. This administra-
tion has already achieved the dubious distinction of saddling the
country with the double debt blues-huge deficits both in trade and
the budget. We in Congress have been trying to change that, with
legislation designed to lower both deficits.

Unfortunately, we have met with resistance and obstruction by
the White House and some in Congress on both issues. The White
House has opposed restoring the heart of the Gramm-Rudman law.

Much of the opposition we have encountered comes from those
who have said that economic growth will solve the budget deficit
problem. It has not been solved. I believe that it is time to disre-
gard that advice and take steps to do what we know must be done.

It has become clear to me that the key to deficit reduction this
year is restoration of the automatic sequestration procedures under
Gramm-Rudman. The White House has been so intransigent, so un-
ielding on the issue of deficit reduction that I have come to be-ieve that the best hope of achieving it is to hold over both the Con-

gress and the President the prospect of large, across-the-board
spending cuts that will occur automatically unless more responsi-
ble action is taken to reduce the deficit.

What I am saying is that we have to hold the gun at the temples
of both the President and the Congress. And to my colleagues on
both sides of the aisle, may I emphasize that they should be aware
that the gun is there not just at the temple of the President, but
also at ours.

I regret that we must resort to such a process to force action on
the biggest menace to our future prosperity-the deficit. But the
unwillingness of the White House to cooperate in this effort has
brought me, reluctantly, to this position.
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The present Gramm-Rudman law does not contain the needed in-
centive for deficit reduction. The sequester resolution that is now
on the calendar can be vetoed by the President. Thus, it does little
to force him and the Congress to engage in a cooperative, serious
effort to reduce the deficit.

Unless the automatic sequester process is restored, I fear that
any significant deficit reduction will have to await January 1989
and the inauguration of a new President. That is a terrible situa-
tion for the country and for the new President.

Mr. President, I hope that there will be bipartisan support for
this effort.

I hope there will be strong support on my side of the aisle. I am
delighted that the distinguished Republican leader has announced
his support. And, of course, it has the support of Mr. Packwood and
others. I think we all need to join together and show a very strong,
bipartisan supportive position.

I know that there may be disagreements over the specific ways
to reduce the deficit. But those differences should not paralyze us.
The need to reduce the deficit should transcend those disagree-
ments. Restoring the automatic trigger in Gramm-Rudman is abso-
lutely essential to achieving any significant deficit reduction this
year.

The change in Gramm-Rudman contained in the conference
report does not specify how deficit savings are to be achieved. It
does not say raise so much in new revenues or save so much in
spending. It says that unless you reduce the deficit-by $23 billion
next year and more the following years-there will be certain,
across-the-board cuts in spending without regard to important na-
tional priorities. The specifics of how the deficit reduction targets
will be met are left to the discretion of the Congress, which is as it
should be.

So I ask all Senators for their support.
The message we send from here today will be heard, not only in

the financial markets around the country, not only around the
world, but also downtown, at the other end of Pennsylvania
Avenue.

With strong bipartisan support, we can set in motion a process
that can result in sure, certain deficit reduction, ultimately leading
to a balanced budget. Without it, we likely will continue to wallow
in a growing mountain of debt-a debt that saps the lifeblood from
our economy and forces our children to bear the burden which is
rightfully ours.

Mr. President, I yield the floor.
The PRESIDING OFFICER. Is there further debate?
Mr. BENTSEN. Mr. President, I cannot close without thanking the

majority leader for his support which has been so helpful.
I want to say to the distinguished ranking member on the Fi-

nance Committee, without his help, I do not believe we could
achieve what we are trying to achieve. I think he has been very
forceful and eloquent in his help.

Mr. PACKWOOD. I appreciate the comments of my colleague.
Mr. BENTSEN. And I thank the chairman of the Budget Commit-

tee for his long, hard work along the way.
Mr. President, I urge adoption of the conference report.
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The PRESIDING OFFICER. Is there further debate?
Mr. BYRD. Mr. President, I would be recreant in my duties to my

colleagues, if I did not compliment the distinguished Senator from
Texas [Mr. Bentsen], the chairman of the Finance Committee; the
distinguished ranking member of that committee [Mr. Packwood];
and the distinguished Senator from Florida [Mr. Chiles], the chair-
man of the Budget Committee. While I cannot thank Mr. Domenici
for his support on this matter, I can certainly thank him for the
courtesy, the consideration, and the understanding he always ex-
tends to all of us. He is a very capable and able Member. He sees
this thing as he sees it, and that is for him to decide. I respect his
viewpoint even though I do not agree with it.

But these other Senators have worked hard in support of this
measure. They have labored to bring the measure to the floor.
They labored in conference with the other body. They worked hard
and always, of course, with the threat hanging over them that even
all of this work may in the final analysis prove to be in vain. But
they tried and they produced a good product. I thank them on
behalf of all of us in the Senate.

I also express appreciation to Mr. Gramm for the work that he
has done in this instance. I hope we can produce the kind of vote
which will convince the other end of the avenue, the White House,
that we have a package here that is entitled to, and deserves and
commands, the support of the Executive as well.

The PRESIDING OFFICER. If there is no further debate, the ques-
tion is on agreeing to the conference report.

The yeas and nays are ordered, and the clerk will call the roll.
The legislative clerk called the roll.
Mr. CRANSTON. I announce that the Senator from Tennessee [Mr.

Gote] and the Senator from Illinois [Mr. Simon] are necessarily
absent.

The PRESIDING OFFICER (Mr. Fowler). Are there any other Sena-
tors in the Chamber who desire to vote?

The result was announced-yeas 64, nays 34, as follows:

[Rollcall Vote No. 262 Leg.]

YEAS-(;4
Armstrong Graham Murkowski
Baucus Gramm Nickles
Bentsen Grassley Packwood
Biden Hatch Pell
Bond Heinz Pryor
Boren Helms Quayle
Breaux Hollings Reid
Bumpers Inouye Rockefeller
Byrd Karnes Rudman
Ch afee Kasten Sanford
Chiles Kennedy Sasser
Cochran Kerry Simpson
Cohen Leahy Stafford
Cranston Levin-- Stennis
Danforth Lugar Stevens
Daschle Matsunaga Symms
Dixon McCain Thurmond
Dodd McClure Trible
Dole McConnell Wallop
Durenberger Melcher Wilson
Evans Mitchell
Fowler Moynihan
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NAYS--34
Adams Glenn Pressler
Bingaman Harkin Proxmire
Boschwitz Hatfield Riegle
Bradley Hecht Roth
Burdick Heflin Sarbanes
Conrad Humphrey Shelby
D'Amato Johnston Specter
DeConcini Kassebaum Warner
Domenici Lautenberg Weicker
Exon Metzenbaum Wirth
Ford Mikulski
Garn Nunn

NOT VOTING-2

Gore Simon

So the conference report was agreed to.
Mr. BYRD. Mr. President, I move to reconsider the vote by which

the conference report was agreed to.
Mr. CHILES. I move to lay that motion on the table.
The motion to lay on the table was agreed to.
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FEDERAL DEBT LIMIT AND DEFICIT REDUCTION BILL

Statement on Signing HJ. Res. 324 Into Law. Septem-
ber 29, 1987

I am today signing H.J. Res. 324, which raises the debt ceiling
and amends the Balanced Budget and Emergency Deficit Control
Act of 1985. In addition to the views expressed in my public re-
marks on this occasion, certain provisions of this joint resolution
require technical comment as a matter of legislative history.

First, the Supreme Court's recent decision in Bowsher v. Synar,
which struck down portions of the original Gramm-Rudman-Hol-
lings law, makes clear that the Comptroller General cannot be as-
signed Executive authority by the Congress. In light of this deci-
sion, section 206(c) of the joint resolution, which purports to reaf-
firm the power of the Comptroller General to sue the executive
branch under the Impoundment Control Act, is unconstitutional. It
is only on the understanding that section 206(c) is clearly severable
from the rest of the joint resolution, under the reasoning of the Su-
preme Court's 1987 decision in Alaska Airlines v. Brock, that I am
signing the joint resolution with this constitutional defect.

Second, I wish to make clear my understanding that sections
252(a) (1) and (2) of the amended act-which direct the President to
issue in strict accordance with the report submitted by the Office of
Management and Budget-do not preclude me or future Presidents
from exercising our authority to supervise the execution of the law
by overseeing and directing the Director of OMB in the preparation
and, if necessary, revision of his reports. If this provision were in-
terpreted otherwise, so as to require the President to follow the
orders of a subordinate, it would plainly constitute an unconstitu-
tional infringement of the President's authority as head of a uni-
tary executive branch.

Third, section 106(f) of the joint resolution purports to require
the President to submit a budget that complies with certain condi-
tions concerning reductions in spending. In light of the President's
plenary power under Article II, sec. 3 of the Constitution to submit
to the Congress any legislation he deems necessary and expedient,
this provision must be viewed as merely precatory.

Finally, to preserve the President's right to be presented with
the full text of bills, resolutions, and orders submitted for his ap-
proval, I am construing section 251(a)(6)(C)(i) of the amended act-
which contains parenthetical language that could be viewed as at-
tempting to incorporate committee reports by reference into legis-
lation-consistently with my understanding that material intended
to have the force of law must itself be presented to the President.

(615)
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Note: As enacted, H.J. Res. 324 is Public Law 100-119, approved
September 29.
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PUBLIC LAW 100-119-SEPT. 29, 1987

PUBLIC bEBT LIMIT
PROVISIONS0
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101 STAT. 764 PUBLIC LAW 100-119--SEPT. 29, 1987

Public Law 100-119
100th CongreJoint Resolution

SOe.. 2. i18
[H41. Rea 8241

Baknd - 'dp

o( 1967.

2 USC 901 note.

2 USC 901.

Incrusig the statutory limit on the public debt.

Resolved by the Senate and House of Repreentatives of the United
Stat of America in Co-eassembe4 That subsetion (b) of

-xction 8101 of title 1, U States Code, is amended by striking
out the dollar limitation contained in such subsection, and inserting
in lieu thereof"32,800.000,000,0".

TITLE I--DEFICIT REDUCTION
PROCEDURES

SEC. 101. REFERENCES IN TITLE SHORT TITLE.
(a) R -umc w Tmz.-Except as otherwise specifically pro-

vided, whenever in this title an amendment is expressed in terms of
an amendment o or repeal of a section or other provision, the
reference shall be considered to be made to that section or other
provision of the Balanced Budget and Emergency Deficit Control
Act of 1986.

(b) towr Tmz.-This title may be cited as the "Balanced Budget
and Emergency Deficit Control Reaffirmation Act of 1987".

EGC. 10ft. AUTOMATIC TRIGGER FOR FISCAL YEARS 106 THROUGH I"%
OMB AND COO REPOMTh PRESIDENTIAL ORDER; COMPUTA-
TION OF BUDGET BASE4 SEQUESTRATION RULES FOR FISCAL
YEARS IN$ THROUGH INS.

(a) IN GmuwA-.-Sections 261 and 252 of the Act are amended to
read as follows:
"SEC. 211. REPORTING OF EXCESS DFlICITSL

"(a) mAz 2FTtIMTE, DI RMNATIoNs, AND RuI'O Byw O 0MB
AND CBO.-

"(1) FsTIMATn e AND DIEUINATIONS.-The Director of the
Office of Management and Budget and the Director of the
CongraWonal Budget Office (in this part referred to as the
Directors') shall with respect to each fiscal year and in

accordance with the requirements, specifications, definitions,
and calculations required by this part-

"(A) estimate the budget levels of total revenues and
outlays that may be antfor such fiscal ear as of
August 15 of the calendar year in which such fiscalyear
beins (oroasof October 10, 1987, in the case of fiscalyear

"(19) determine whether the prqJect deficit for such

fiscal year will exceed the maximum deficit amount for
such fiscal year and whether such deficit excess will be
greater than $10,000,000,000 (zero In the case of fiscal year
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"(C) estimate the amount of net deficit reduction in the
budget baseline that has occurred since January 1 of the
calendar year in which such fiscal year begins, and

"(D) estimate the rate of real economic growth that will
occur during such fiscal year, the rate of real economic
growth that will occur during each quarter of such fiscal
year, and the rate of real economic growth that will have
occurred during each of the last two quarters of the preced-
ing fiscal year."(2) Ruiorm.-(A) Based on the estimates and determinations

required in paragrph (1) and in accordance with the require-
ments, specifications, definitions, and calculations required by
this part, the Director of the Congressional Budget Ofce (in
this part referred to as the 'Director of CBO') shall issue a
report to the Director of the Office of Management and Budget
(in this part referred to as the 'Director of OMB') and to the
Congress on August 20 of the calendar year in which the fiscal
year begins (or on October 15, 1987 in the case of fusal year
1988) estimating the budget baseline levels of total revenues and
total outlays for such fiscal year, identifying the amount of any
deficit excess for such fiscal year, stating whether such excess is
greater than $10,000,000,000 (zero in the case of fiscal year
1993), estimating the amount of net deficit reduction in the
budget baseline that has occurred since January 1 of the cal-
endar year in which such fiscal year begins, specifying the
estimated rate of real economic growth for such fiscal year, for
each quarter of such fiscal year, and for each of the last two
quarters of the preceding fiscal year, indicating whether the
estimate includes two or more consecutive quarters of negative
real economic growth, estimating the aggregate amount of re-
quired outlay reductions, and specifying by account for non-
defense programs and by account for defense programs the
budget baseline from which reductions are ten and the
amounts and percentages by which such accounts must be
reduced duringsuch fiusal year in order to make the reductions
required byr thi part.

"(B) The Director of OMB shall issue a report to the President
and the Congress on August 25 of the calendar year in which
the fisal year begins (or on October 20, 1987, in the case of the
fiscal year 1988) containing the same information required in
subparagraph (A) and the information required in clauses (i)
and(ii) or such fiscal year as follows:

"(i) The Director of OMB shall identify and explain any
differences between the amount set forth in such report and
the corresponding amount set forth in the report of the
Director of CBO under subparagraph (A) with respect to-

"(I) the aggregate amount of required outlay reduc-
tions;

"(ID) the amgrgate amount of resources to be seques-
tered from defense accounts (by type zf sequesterable
resource) and from non-defense accounts (by type of
secuesterable resource); and

(11) the amount of sequesterable resources for any
budget account that is to be reduced if such difference
is greater than $5,000,000.

"(ii) The Director of OMB shall calculate and set forth for
defense programs (by type of sequesterable resource) and
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for non-defense programs (by type of sequesterable re-
source), the amount of reductions in budgetary resources
that would be required by this part using his-estimate of
the a te amount of required outlay reductions and
applying the technical assumptions (including outlay rates)
and methodologies used in thereprtofthe Director of CBO
under sbpa ph (A). The Director of OMB shall iden-
tify and explain an differences between these estimates
and such corresponding amounts set forth under clause ().

"4(ill) inth report or a fiscal year (except fiscal year
1988) issued under this subparagraph, the Director Of 60MB
shall assume that the agregate outlay rate for defense
programs covered by paragraph (6)C), calculated using data
on sequesterable resources and account outlay rates ap-
plicable to such flecal year, shall not differ by more than
one-half of 1 percent from such aggregate outlay rate cal-
culated using the same data on sequesterable resources but
using account outlay rates calculated arithmetically
the applicable sequesterable resources and outlays 0o1-
tained in the report submitted under this Act for the
preceding fiscal year as proposed by the Director of 0MB.or purposes of this subparagraph, an aggregate outlay rate
shallbe the average of account outlay rates (expremed as a
percentage) with each account outlay rate (as defined in
section 257(13))given a_ weight that is proportional to the
account's share of total squlterable resources. TM cal-
culation of the non-defense aggregate outlay rate for pro-
grams covered by M hs-ap W , shall be determined
using the procedures and restrictions used for determining
the aggregate defense outlay rate.

"(iv) The report issued under this subparagraph for any
fiscal year (except fiscal year 1988) may not assume oanre-
gate outlays for the health insurance programs under-title
XVHI of the Social Security Act (before taking into account
legislation enacted or regulations prescribed after the cur-
rent services budget is submitted) which deviate by more
than I percent from the amount of outlays estimated for
such programs in the current services budget submitted by
the eident pursuant to section 1109(a) of title 81, United
States Code, for such fiscal year. For fiscal year 1988 the
report issued under this subparagrph shall assume
gate outlays for such programs (before taking into account
legislation enacted or regulations promulgated as final
after August 20, 1987)tequal torthe amount assumed for
suchp a by the Dire of OMB in the report
submitted to the Temporary Joint Committee on Deficit
Reduction on August.20, 1987, except that, unless necessary
to comply with requirements provided in law, any change
in administrative procedures that incrsem or decreases
the average number of d for the payment of cis
under title XVIII of the Social Security Act, compared to
such average in the preceding fiscal year, shall not be taken
into account for purposes of this Act.

"(CXi) The technical and economic assumptions used by the
Director of CBO to calculate the excess deficit shall also be used
by the Director of CEO to calculate the unachieved deficit
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reduction, required outlay reductions and the amounts and
percentages by which budgetary resources must be reduced.

"(0l) The technical and economic assumptions used by the
Director of OMB to calculate the excess deficit shall also be used
by the Director of OMB to calculate the required outlay reduc-
tions, the unachieved deficit reduction an the amounts and
percentaes by which budgetary resources must be reduced.

"(iWl) For fiscal year 1988, except as specified in subparagraph
(BXiv), the Director of OMB shall use the same economic and
technical assumptions (including outlay rates) that the Director
of OMB used in the report submitted to the Temporary Joint
Committee on Deficit Reduction on August 20 1987.

"(iv) For fiscal year 1989 and subsequent fiscal years, to the
extent that the report submitted by the President for such fiscal
year under section 1106(a) of title 31, United States Code, uses
economic and technical assumptions (including outlay rates)
that differ from those that will be used by the Director of OMB
in the report to be submitted under subparagraph (B) for such
fiscal year, the report submitted by the President shall explain
and identify such differences. Such report shall provide an
estimate of the deficit excess and net deficit reduction in the
budget baseline consistent with the estimates that will be used
by the Director of OMB in the report to be submitted under
subparagraph (B) for such fiscal year. The report submitted by
the- Dre r of OMB under subpar ph (B) for such fiscal
year shall use the economic and technical assumptions that the
report submitted by the President indicated would be used by
such Director.

"(8) DrI!MNATION ov aRuC'toNs.-
"(A),The aggregte amount of required outlay reductions

for a fiscal year shall be determined as follows:"6(0 Te aggregate required outlay reductions shallbe--
"(I) for fiucal year 1988, the amount of

unachieved deficit reduction;"(I) for fiscal year 1989, zero if the deficit excess
is equal to or lees than $10,000,000,000, or if not,
the lesser of the deficit excess or the amount of
unachieved deficit reduction; or

"(M1) for fiscal year 1990, 1991, 1992, or 1993,
zero if the deficit excess for such fiscal year is
equal to or less than the amount of the margin for
such fiscal year specified in paragraph (10) of sec-
tion 257, or if not, the amount of the deficit excess
for such fiscal year.

The unachieved deficit reduction shall be
$,000,000,000 in the case of fiscal year 1988 and
$,000,000,000 in the ca of fiscal year 1989, minus
the net deficit reduction in the budget baseline for such
fiscal year, but such unachieved deficit reduction shall
not exceed $28,000,000,000 in the case of fiscal gear
1988 or $86,000,000,000 in the case of fiscal year 989.
Net deficit reduction in the budget baseline for a fiscal
year shall be -the amount of the estimated deficit for
such fiscal year based on laws enacted by, and regula-
tions promulgated as final by, the snapshot date, as
measured using the budget baseline specified in para-

51-721 0 - 93 - 21
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h (6). subtracted from the amount of the estimatedIlt for such fical year based on laws enacted by
and regulations promulgated as final by, Jana I
the calendar year in whih such fiscal year SO

§oxftaph Z suc estimatests o a fiscal
year hia be made using the am economic and tech-nical assumptions.

"(U) As used in this paragraph, the term 'snapshot
date means-

"(D) for fical year 1988, in the came of an initial
report submitted under subetion (a), October 10
1987, and In the case of a final report submitted
under subsection (c), the latest possible date before
Its submission;

"(11) for fiscal year 1989 and sbeqetfiscal
years, in the caseof an Initial report submitted
under subsection (a), August15, andin the case of
a final report submitted under subsection (c), the
latest possible date before its submision.

"(B) Subject to the exemptions, exception limitations
special rules, and definitions set forth in-this section and in
sections 255, 256, and 257, one-half of the aggregate re-
quired outlay reductions shall be made under accounts
within major functional category 050 (in this part referred
to as outlays under 'defnse programs ), and shall be made
in acrace with the rules prescraloibd i In-usectionlldW
and the other half of the aggregate required outlay reduc-
tions shall be made under other accounts of the Federal
Government (in this part referred to a 'non-defense
progframst).

"M The amount by which outlays for automatic spending
increases scheduled PG take effect during the fiscal year are
to be' reduced shal be credited as reductions In outlays
under non-defense programs, and the total amount of
reductions in outlays under non-defense programs required
under subparagraph (B shall be reduced acordinly.

"(D) The maximum reduction permissible for eaich pro-
gram to which an exception, limitation or s rule set
forth in subsection (c) or (M of section 96W applies shall be
credited as reductions in outlays under non-defense pro-
grams, and the amount of reductions in outlays under non-
defense programs shall be further reduced by the amount of
the reduction determined with respect to each such

m ••'equestrations and reductions under the remain-
ing non-defense programs shall be applied on a uniform

rcentage basis so as to reduce new bu authority' new
ro guarantee commitments or limitations new
loan obligtions, commitments, or limitations; obligationlimitations; and spending authority as defined In section
401(cX2) of the Congesional Budget Act of 1974 to the
extent necessary to achieve remaining required outlay
reductions; except that each ofthe pr t which the
special rules set forth in subsections (d) and (kW of section
25 apply shall not be reduced by more than the percent-
age4Ap W.I.n such bmsections and the uniform percent.
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age reduction applicable to .11 other programs under this
cluse shall be ncresed (if necessary)Ito a level suffient
toachieve any remaining required outlay reductions.

"(0) For purpose of determine reductions under clause COmtiL
(i), any reduction in outlays of the Commodity Credit Cor-
poration under an order issued by the Preident under
section 252 for a fiscl year0, with respect to contracts
entered into during that fiscal year, that will occur during
the succeeding fiscal year, shall be credited as reductions in
outlays for the fiscal year in which the order is issued.

The determination of which accounts are within major func-
tional category 050 and which are not, for purposesof subera.
gpraph (ft , benmade br the Directors incomannerosist-
ent with the budget submitted by the President for the fiscal
year 1986 except that for such purposes no part of the accounts
entitled Federal Emergency a nt Agncy, Salaries and
expenses (68-0100-0-1-999 and ' ealEm een
ment ,ncrEme y mn aumgemet assistant ce
category 050."(4) ADomo5. A mAToNs.--The reports submitted
under paragraph (2) must also specify (with respect to the fiscal
year involved)--

"(A) the amount and percentage increase of the auto-
matic spending increase (if any) which is scheduled to take
effect in the case of each program providing for such in-
crease, and the amount and percentage increase (if any) of
each such increase which will take effect after reduction
under this part;

"(B) the amount of the savings (if any)to be achieved in
the application of each of the spelrul.esset forth in
subsections (c) through (I) of section 266, along with a
statement of (i) the new Federal matching rate resulting
from the application of subsection (e) of that section, and (i)
the amount of the percentage reduction in payments to the
States under section 204 of the Federaltate Extended
Unemployment Compensation Act of 1970; and

0(CXfor defense programs, by account, the reduction Dub..
(stated in terms of bth percentage and amount) in neow tamal
budget authority and unobligated balances, t hr with maul.
the estimated outlay reductions resulting therefro; and

"(ii) for non-defense programs, by account, the reduction, Laou
stated in terms of both percentage and amount, in new
budget authority; new loan ate commitments or
limitations; new direct loan obligations, commitments, or
limitations; obligation limitations; and spending authority
as defined in section 401(cX2) of the Co ional Budget
Act of 1974; together with the estimated outlay reductions
"resulting therefrom.

"(5) BArns yos Dmwrae' s•W•mAY DirErMINATIONs, AND
sMCOIATIoNS.-The estimates, determinations, and specifica-
tions of the Directors under the preceding provisions of this
subsection and under subsection (c) shall utilize the budget
baseline, criteria, and guidelines set forth mi paragraph (6) and
in sections 255, 256, and 257. In estimating the deficit, the
excess deficit, and unachieved deficit reduction for an initial
report under paragraph (2) or a final report under subsection (c),
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the Directors shall use the budget baseline set forth in para-
graph (6) based on laws enacted by, and regulations promul.
gated as final by, the snapshot date applicable to such report.

"(6) Buvour MsUINE--In estimating the deficit excess and
net deficit reduction in the budget baseline and in computing
the amounts and percentages by which accounts must be re-
duced during a fiscal year as set forth in any report required
under this subsection for such fiscal year, the budget baseline
shall be determined by-"(A) aMuming (subject to subparagraph (B)) the continu-

ation of current revenue law and, in the case of spending
authority as defined in section 401(cX2) of the Congremional
Budget Act of 1974, funding for current law at levels suffi-
cient to fully make all payments required under such law;

"(B) Massuming that expiring provisions of law providing
revenues and spending authority as defined in section
401(cX2) of the Corional Budget Act of 1974 do expire
except that excise taxes dedicated to a trust fund, and
a cultural price juport programs administered through

e 0Commodity Credit Corporation are extended at current
rates, and contract authority for transportation trust funds
is extended at current levels;

"(C) in the case of all accounts to which subparagraph (A)
does not apply-

"(i) assuming for an account (except as provided by
clause (ii)), appropriations at the level specified in en-
acted annual appropriations or continuing appropria-
tions enacted for the entire fiscal year, anhin addition,
estimates of appropriations to cover the costs of Fed-
eral pay adjustments as set forth in subparagraph
(DXii) (unless funding for such pay adjustments are
provided for in such measure as explained in the joint
explanatory statement of managers accompanying suchapfrepritonk)"Mirp assuming, if no annual appropriations or

continuing appropriations for the entire fiscal year
have been enacted for an account, subject to subpara-
graph (DXifI), appropriations at th', level provided for
the previous fisc year, (I) adjusted to reflect the full
12-month cost (without absorption) of the pay adjust-
ment that occurred in such fiscal year (II) Inflated as
specified in subparagraph (DXi), and (WiI) increased to
cover the increased cost to agencies of personnel bene-
fits (other thanuired by law;

"(DXI) as requr by subparagraph (CXIIXIJ), assuming
that the inflator shall equal-

"(ADin the cans of year 1988-
"(as) for personnel costs, the rate of Federal pay

adjustments for statutory pay systems and ele-
ments of military pay If such adjustments have
been enacted into law or (on or after October I of
the fiscal year) have been established pursuant to
law for such fiscal year or, if not 4.2 percent,
multiplied by the proportion of the fiscal year for
which the pay adjustments will be effective, multi-
plied by 78 percent; and

"(bb) for all other costs, 4.2 percent;
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"(II) in the case of fiscal year 1989 and subsequent
fiscal years-

"(as) for 70 percent of personnel costs, the rate of
Federal pay adjustments for statutory pay systems
and elements of military pay if such adjustments
have been enacted into jaw or (on or after October
I of the fiscal year) have been established pursuant
to law for such fiscal year or, if not, at the inflation
rate specified in subclause (TIMbb), multiplied by
the proportion of the fiscal year for which the pay
adjustments will be effective, multiplied by 78 per-
cent; and

"(bb) for all other costs, the percentage by which
the average of the estimated gross national product
implicit price deflator for such fiscal year exceeds
the average of such estimated deflator for the prior
fiscal year (and the Director of OMB shall use such

rcentage as estimated in the budget submitted
the President under section 1105(a) for such

fiscal year, but such use shall not constrain the
economic assumptions the Director may use under
paragraph (2XC));

"(ii) if required by subparagraph (CXi), assuming appro-
priations for a fiscal year in an amount sufficient to-

"(A) cover any Federal pay adjustment for statutory
pay systems (including associated adjustments in bene-
fit costs) if such adjustments have been enacted into
law or, on or after October 1 of the fiscal year, have
been established pursuant to law for such fiscal year;

"(I) cover any pay adjustments for elements of mili-
tary pay (including associated adjustments in benefit
costs) if such adjustments are specifically enacted into
law or occur pursuant to adjustments for statutory pay
systems if such adjustments have been enacted into law
or, on or after October 1 of the fiscal year, have been
established pursuant to law;

reduced by 22 percent;
"(fii) assuming for the purposes of subparagraph (CXii)

that the amount provided for an account for the previous
fiscal year is the amount provided in any enacted annual
appropriations or continuing appropriations enacted for the
entire fiscal year, as modified by any enacted supplemental
appropriations or rescission bills, and if a temporary
continuing appropriation is in effect for the previous fiscal
year, then the amount provided for such account for the
previous fiscal year shall be assumed to be the amount that
would have been enacted if such continuing appropriations
were in effect for the entire fiscal year;

"ME) assuming that medicare spending levels for inpatient Medicare.
hospital services will be based upon the regulations most
recentlissued in final form or proposed by the Health
Care Fincing Administration pursuant to sections
1886(bX3XB), 188dX3XA), and 1886(eX4) of the Social Secu-
rity Act;

"(F) assuming that, unless otherwise required by law, Real property.
advance deficiency payments and paid land diversion pay-
ments under the Agricultural Act of 1949 will be made in
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tido an taken and the amounts and percentage by which
eb programs, FcW O and activity must be reduce&

'12) Reý=6 B T ou-On Novmber 20 of fiscal year 1988
and On Ctober 15 of susequent fiscal y sthe, iretor ofOND shall submit to the President and the Congr e orS*V theirep d under ubsectionP(WRB), IMPSt.n
duo a mand yavCia A5conined

:t F dtakiginto eunt for the purposes of required
deteini and om i the report issued by
the Director of CBO under paragraph (1). This report shal
aomtain all of the detrmination and comparisns required in,
and eba" be based on the same economic and technical assump-
timne, emply the smeS methodologe and utilize, the same

tion-f the bufde baseline ad the same criteria and
gude sas, the report issued under subsection (aX2XB), and
Ml..A the .determination of reductions in the manner
v in mdU Ktio(a08). In addition, this report shall
qisct' b, programs, project, and activities for defense ac-
ounts, the bd baseline from which reductions are taken

and the amounts by wbhch such programs, projects, and activi-
ties must be reduced.

"(d) SeqauW'ATION or Dumvs PaoGRAms.-
"(1) 3inuA'TrON Or UNIFORM PZRCNTAGz.-The total

amount of reductions in outlays under defense programs re-
quired for a fiscal year under subsection (aXS3B) shall be cal-
culated as a peroentege of the total amount of outlays for the
flcal yeartmatd result from new budget authority and

W _ balancesfor defense program.
"()r~~oQU RAUON OF NVW BUDGE•T AUTHORMTY AND UNOBU-

"GATWO BALANCES.-
"(A) Sequestaion to achieve the required reduction in

outlays under defense program shall be made by reducing
now authority and unobligated balances (if any) in
each program, prqet, or activity under accounts within
defend -pamsby the percentage determined under
pragra (1), computed on the basis of the combined
outla rate for new budget authority and unobligated bal-
ances for such program, project, or activity determined
under g h().

"(B) Itfoutla rate for unobligated balances is not
available for any program, project, or acivity, the outlay
rate used shall be the outlay rate for new budget authority.

"(8) PM z mnum w rm ,WWr TO MIUTARY PnSNSNL

"(A) Notwithetandi paragraphs (1) and (2), with respectto a fiscal year the PrsMident may, with respect to any
military personnel account--

"(I) exempt any program, project, or activity within
such account from the order,

"6) provide for a lower uniform percentage to be
applied to reduce any program, project, or activity
within such account than would otherwise apply; or

"(ill) take actions described in both clauses (i) and (ii).
"(B) If the President uses the authority under subpara-

graph (A), the total amount by which outlays are not
iductd for such fiscal year in military personnel accounts
by reason of the use of such authority shall be determined.
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Additional reductions in outlays under defense programs in
such total amount shall be achieved by a uniform percent.
age sequestration of new budget authority and unobligated
balances in each program, project, and activity within each
account within major functional category 050 other than
those military personnel accounts for which the authority
provided under subparagrah (A) has been exercised, com-
puted on the basis of the outlay rate for each such program,
poject,and activity determined under paragraphs (1) and

"(C) The President may not use the authority provided by
subparagraph (A) unless he notifies the Congress on or
before October 10, 1987, in the case of f'scal year 1988, or
Augrst 15 of the calendar year in which the fiscalyear
begins in the case of any subsequent fiscal year, of the
manner in which such authority will be exercised. The
"Directors shall reflect the results of authority exercised
under this paragraph in the reports required under section
251(aX2).

"(e) ExcwMoN.-The preceding provisions of this section shall not
apply if a declaration of war by the Congress is in effect.

2 USC 902. "SEC. 252. PRESIDENTIAL ORDER.
"(a) ISSUANCE OF INITIAL ORDRn.-

"(1) IN GENERAL--On August 25 (or October 20, 1987, in the
case of fiscal year 1988), following the submission of a report by
the Director of OMB under section 251(aX2XB), the President, in
strict accordance with the requirements of paragraph (2) and
section 251(a) (3) and (4) and subject to the exemptions, excep-
tions, limitations, special rules, and definitions set forth in
sections 255, 256, and 257, shall make all the reductions speci-
fled in such report by issuing an order that (notwithstanding
the Impoundment Control Act of 1974)-

"(A) in accordance with such report, suspends the oper-
ation of each provision of Federal law that would (but for
such order) require an automatic spending increase to take
effect during such fiscal year in such a manner as to
prevent such increase from taking effect, or reduce such
increase, in accordance with such report; and

Loana. b"(B) in accordance with such report, sequesters new
budget authority; unobligated balances; new loan guarantee
commitments or limitations; new direct loan obligations,
commitments, or limitations; spending authority as defined
in section 401(cX2) of the Congressional Budget Act of 1974;
and obligation limitations-

"(I)for funds provided in annual appropriation Acts,
from each affected program, project, and activity (as set
forth in the most recently enacted applicable appro-
priation Acts and accompanying committee reports for
the program, project, or activity involved, including
joint resolutions providing continuing appropriations
and committee reports accompanying Acts referred to
in such resolutions), applying the same reduction
percentage as the percentage by which the account
involved is reduced in the report submitted under sec-
tion 251(aX2XB) or from each affected budget account if
the program, project, or activity is not so set forth, and
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"(ii) for funds not provided in annual appropriation
Acts, from each budget account activity as identified in
the program and financing schedules contained in the
appendix to the Budget of the United States Govern-
ment for that fiscal year, applying the same reduction
percentage as the percentage by which the account is
reduced in such report.

"(2) ORnDER TO B BASED ON DIRNrOR OF OMI'S aRmEO.-The
order must provide for reductions in the manner specified in
section 251(aX3), must incorporate the provisions of the report
submitted under section 251(aX2}B), and must be consistent
with such report in all respects. The President may not modify
or recalculate any of the estimates, determinations, specifica-
tions, bases, amounts, or percentages set forth in such report in
determining the reductions to be specified in the order with
respect to programs, projects, and activities, or with respect to
budget activities, within an account.

"() ORDER RMQR I NO MrEU("FIONS ARU NEDED.-If the
report submitted under section 251(aX2KB) states that no aggre-
rate outlay reductions are required for a fiscal year, the order
ssued by the President shall so state.

"(4) Evncry or SeQUTRATioN UNDnE INmTIAL•OD.-
"(A) IN GENERAL-Notwithstanding section 257(7),

amounts sequestered under an order issued by the Presi-
dent under paragraph (1) shall be withheld from obligation
or expenditure pend the issuance of a final order under
subsection (b) and hall be permanently sequestered or
reduced in accordance with such final order upon the issu-
ance of such order.

"(B) S L RULE CONCERNING REDUCTION OF PAYMENTS
UNDER THE MMICARE PROGRAM.-

"(i) IN GzENEAL-With respect to services furnished
during the interim period (as defined in clause (iii)) for
any fisca year, and notwithstanding any other provi-
sion of this Act, payments under the health insurance
programs under title XVIII of the Social Security Act
shall not be reduced by an initial order under this
subsection for that fiscal year.

"(ii) DIm O orF OMD TO D RCINE ANNUALIZED
PERCENTAGE REDUCTION.-The Director of OMB, in con-
sultation with the Secretary of Health and Human
Services, shall determine a percentage reduction which
shall apply to payments under the health insurance
programs under title XVM of the Social Security Act
or services furnished in any fiscal year after the in-

terim period for that year, such that the reduction
made in such payments under the final order under
subsection (b) for that year shall achieve a total reduc-
tion of 2 percent (or, if lower, the uniform percentage
reduction provided under section 251(aXSXEXi)) in such
payments for such fiscal year as determined on a 12-
month basis.

"(iii) INTERM PRIOD.-In this subparagraph, the
term 'interim period' means, with respect to a fiscal
year, the period beginning on October I of the fiscal
year and ending on the date of the issuance of the final
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order under subsecion (b) with respect to that fiscal
"(5) A=coomowe amoL--Not later than the 15th day
bqni ~after the President issues an initial order under

(1) for any fiscal year, the President sh transmit to
Houses of Congress a single memse containing all the

information requriby section 251(aX4) and further specivng
in strict accordan witarah (2)--

"(A) within each out, for each prP project, and
activity, or budget account activity, the basfem which
each sequestration or reduction is taken and the amounts
which are to be squestered or reduced for each such pro-
graM, project, and activity or budget account, activity; and

0 uh otr support details as the President maydetemineto be appropriate.
)rUpon receipt in the VZ; and the House of Represntatives,

the message (and anmacompanying pooasmd ne
susct KIon D~) shall b referred to all committees with Juris-

-odc o over p•o ms Wprojects, and activities affected bý theorder.
"(6) bwanvu DAT Of LN o ITIaO•-

"( A) FAc J Y isss.-The order issued by the Presi-
dent under paragraph ,) with respect to fiscal year 19f
shall be effective-as-of thi day it is issued (and the Prsi-
dent shall withhold from coligation or expenditure asmpro-
vided in p ph (4), pending the issuance of the final
order under subsection (b), any amounts that are sques-
tered under such order).

"(B) AMF=cw msiosS-iwa.---The order Issued by the
Prsident under p ph (1) with sespec to the fiscal

such order).
"(7) Tm~qatruzm or AUTOMAtrC WIDD, D( CUA5u.-"(A) Fssca.8 Era s s 2 26-fScs.--Notwsthstha dlng any

othrctproIsion law, any automatcsptendig increase
that would (but for this cause) be first paid during the
period beginning withathe first day os fcl year and
ending with the date on which a final order is Isued

Nbeo•mes eecivn d th amount.thatpwould
such incrases shl be wiLhhL Ifsuh final order povdes that automatic spending increa shall be reduced to
saro during sch sa lysa, the IncreseN suspended pursu-

an other precediongsentencean d anytlealtigtitertshallbe pemanetly cnceled.I uhfina!*ordernproiease
frtepyetothhe old(bt f ull"amount of such incrassthe

incres- she pursuant to such Wntence shall be
restored to the extent necessary to pey-such reduced or fil
Incorderf, and lum eu p a amen th amount. nec

agrto, such reuced or full Increasesh besusdo
whicm h such Incra es werne o



631

PUBLIC LAW 100-119-SEPT. 29, 1987 101 STAT. 767

"(B) oaaommioN AoGxNr couPnirm.-Notwithstand-
ing subparagraph (A), if an amount required to be withheld
islpaid, no recoupment shall be made against an individual
to whom payment was made.

"(C) Emvvur or uMP-uM PAYMENIW ON NRUS-RLATUD
nooAms.-Lump•sum payments made under the last sen-
tence of subparagraph (A) shall not be considered as income
or resources or otherwise taken into account in determining
the eligibility of any individual for aid, assistance, or bene-
fits under any Federal or federally assisted program which
conditions such eligibility to any extent upon the income or
resources of such individual or his or her family or house-
hold, or in determining the amount or duration of such aid,
assistance, or benefits.

"(b) IsuANcz OF INAL Onua.-
"(1) IN oENEtA.---On October 16 of the fiscal year (or on

November 20, 1987, in the case of fiscal year 1988), after the
submission of the revised report by the Director of OMB under
section 251(cX2), the President shall issue a final order under
this section to make all of the reductions and sequestrations
specified in such report, but only to the extent and in the
manner provided in such report. The order issued under this
subsection-

"(A) shall include the same reductions and sequestrations
as the initial order issued under subsection (a), adjusted to
the extent necessary to take account of any change in
relevant amoquts or percentages determined by the Direc-
tor of OMB in the revised report submitted under section
251(cX2), and shall include a reduction in payments under
the health care pro-rams under title XVIII of the Social
Security Act determined, in accordance with subsection
(aX4XBXii),

"(B) shall make such reductions and sequestrations in
strict accordance with the requirements of sections 251(a) (3)
and (4), and

"(C) shall utilize the same criteria and guidelines as those
which were used in the issuance of such initial order under
subsection (a).

The provisions of section 251(aX3) shall apply to the revised
report submitted under section 261(cX2) and to the order issued
under this sus1ection in the same manner as such provisions
apply to the initial report issued under section 251(aX2XB) and
to the order Issued under subsction (a).

"(2) (un RUImRED iF DmErI mDunON w ACmzvzE.-If
the Director of OMB issues a revised report under section
261(cX2) stating that as a result of laws enacted and regulations
prmulgated as final after August 15 of the calendar year in
which such fiscal year begins (or October 10, 1987, in the case of
fiscalno deficit reduction is necessary to fully satisfy
requirements of section 251(aXSXA), the order issued under
this sbse etion shall so state and shall make available for
obligation and expenditure any amounts withheld pursuant to
subsection (an4) or (aX7).

"(8) E•FECTIVE DATE OF FINAL ORDER.-
"(A) The final order issued by the President under para-

graph (1) shall become effective on the date of its issuance,
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and shall supersede the initial order issued under subsec-
tion (aXI).

"(B) Any modification or suspension by such order of the
operation of a provision of law that would (but for such
order) require an automatic spending increase to take effect
during the fiscal year shall apply for the one-year period
beginning with the date on which such automatic increase
would have taken effect during such fiscal year (but for
such order).

"(4) AcwCMPANmo smAoL--Not later than the 15th day
beginning after the President iues a final order under para-
'ah (1) for any fiscal year, the President shall transmit to

both Houses of Congress a single message in the same manner
as, and containing all the information required by, subsection
(a05)."(c) PRoposAL or ALT•ENATww Dy m Pusnnzr.-

"(1) IN ozNzau.--A message transmitted pursuant to sumbsec-
tion (aX5) with respect to a fiscal year may be accompanied by a
proposal setting forth in full detail alternative ways to reduce
the deficit for such fiscal year in an amount not less than the
deficit reduction required under section 251(aX8) for such fiscal
year.

"(2) Fixz]m AMONG D373 F5 PROGRAMS, MWR , AND
ACITITM.-

"(A) subject to subp phs (B), (0, and (D), and
subebction (d). new budget authority and unoblipted bal.
ancss for any pr projects, or activities within major
functional category 060 (other than a military personnel
account) may be further reduced beyond the amount sped-
fled in an order issued by the President under
(bXl) for such fiscal year. To the extent such additional
reductions are made and result in additional outlay reduc-
tions, the President may provide for lesser reductions in
new budget authority and unobligated balances for other
por ,projects, or activities within major functional
category 0 for such fiscal year, but only to the e nt that
the resulting outlay increases do not exceed the additional
outlay reductions, and no such prog project, or activity
may be increased above the level actually made available
by law in appropriation Acts (before taking sequtration
into account). In making calculations under this subpara-
graph, the President shall use account outlay mtes that are
identical to those used in the report by the Director of OMB
under section 251(cX2).

"(B) No actions taken by the President under subpara-
graph (A) for a fiscal year may result in.a domestic base
closure or realignment that would otherwise be subject to
section 2687 of title 10, United States Code.

"(C) The President may not exercise the authority pro-
vided br this paragraph for a fiscal year unless-

Report.. (i) the-President submits a single report to Congress
specifying changes proposed to be made for such fiscal
year pusant, to this paragrshan

"(al)a joint resolution-affirming or modifying the
changes proposed by the President pursuant to this
paragraph becomes law.
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"(D) Within 5 calendar days of session after the President
submits a report to Congress under subparagraph (CXi) for
a fiscal year, but beforeNovember 25, 1987, for fiscal year
1988 or, in the cas of any subsequent fiscal year, before
October 20 of such fiscal year, the majority leader of each
House of Congress shall (by request) introduce a joint reso-
lution which contains provisions.affitning the ch pro-

b--the President putheant to this thecmph.
"(E))Themiter after the resolving-clause in any joint

resolution introduced pursuant to subparagraph (D)shall
be as follows: 'That the report of the President as submitted
on [Insert Date] under section 252(cX2XCXi) is hereby

"ar) The title of the joint resolution shall be 'Joint resolu-

tion approving the report of the President submitted under
section 252(cX2XC)(i of the Balancea Budget and Emer-
ency Deficit Control Act of 1985..

"610 )Such joint resolution shall not contain anypreamble.
"(FQi) A joint resolution introduced in the House of Rep-

resentatives under subparagraph (D) shall be referred to
the Committee on Appropriations, and if not reported
within 5 calendar d (excluding Saturdays, Sundays, and
legal holidays) from the date of introduction shall be consid-
ered as having been discharged therefrom and shall be
placed on the appropriate calendar pending disposition of
such joint resolution in accordance with this subsection.

"(ii) A joint resolution introduced in the Senate under
subpws ph (D) shall be referred to the Committee on
Approprations, and if not reported within 5 calendar days
(excluding Saturdays, Sundays, and legl holidays) from the
date of introduction shall be considered as having been
discharged therefrom and shall be placed on the appro-priate calendar pending disposition of suchjoint resolution
in accordance with this subsection. In the Senate, no
amendment made in the Committee on Appropriations
shall be in order other than an amendment (In the nature
of a substitute) that is germane or relevant to the provisions
of the joint resolution or to the order issued under section
252(bXD insofar as they relate to major function 050 (na-
tional defense).

"(iii) On or after the third calendar day (excluding Satur-
days, Sundays, and lega holidays) beginning after a joint
resolution is placed on the appropriate calendar, notwith-
standing any rule or precedent of the Senate, including
Rule 22 of the Standing Rules of the Senate, it is in order
(even though a previous motion to the same effect has been "
d isrd to) for any Member of the respective House to
move toprCed to the consideration of the joint resolution
and all points of order against the joint resolution (and
against consideration of the joint resolution) are waived,
except for points of order under titles MI and IV of the
Congreoional Budget Act of 1974. The motion is not in
order after the eighth calendar day (excluding Saturdays,
Sundays, and legal holidays) beginning after such joint
resolution is placed on the appropriate calendar. The
motion is highly privileged in the Hous of Representatives
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and is privileged in the Senate and is not debatable. The
motion is not subject to amendment, or to a motion to
postpone, or to a motion to proceed to the consideration of
other business. A motion to reconsider the vote by which
the motion is agreed to or disagreed to shall not be in order.
If a motion to proceed to the consideration of the jointresolution is agreed to, the respective Hous shall imme-
diately proceed to consideration of the joint resolution with-
out intervening motion, order, or other business, and the
joint resolution shall remain the unfinished businem of the
respective House until disposed of.

"(GXI) In the Senate, debate on a Joint resolution intro-
duced under subparagrapSh (D), amendments thereto, and
all debatable motions and ap _el in connection therewith
shall be limited to not more than 10 hours, which shall be
divided equally between the majority leader and the minor-
ity leader (or their designees). In the House, general debate
on a joint resolution introduced under subparagraph (D)
shall be limited to not more than 4 hours which shall be
equally divided between the chairman of the Committee on
Appropriations and the ranking minority member of such
committee.

"(ii) A motion to postpone, or a motion to proceed to the
consideration of other business is not in order. A motion to
reconsider the vote by which the joint resolution is apeed
to or disagreed to is not in order. In the Senate, a motion to
recommit the joint resolution is not in order. In the House,
a motion further to limit debate is in order and not debat-
able. In the House, a motion to recommit, with or without
instructions, is in order.

"(HXi) In the House of Representatives, an amendment
and any amendment to an amendment is debatable for not
to exceed 30 minutes to be equally divided between the
proponent of the amendment and a Member opposed
thereto.

"(0i) No amendment that is not germane or relevant to
the provisions of the joint resolution or to the order issued
under section 252(bX1) insofar as they relate to maor func-
tion 050 (national defense) shall be in order in the Senate.
In the Senate, an amendment, any amendment to an
amendment, or any debatable motion or appeal is debatable
for not to exceed 30 minutes to be equally divided between
the majority leader and the minority leader (or their
designees).

"(mu) In the Senate, an amendment that is otherwise in
order shall be in order notwithstanding the fact that it
amends the joint resolution in more than one place or
amends language previously amended. It shall not be in
order in the Senate to vote on the question of agreeing to
such a joint resolution or any amendment thereto unless
the figures then contained in such joint resolution or
amendment are mathematically consistent.

"(iv) It shall not be in order in the Senate-to consider any
amendment to any joint resolution introduced under
subparagraph (D) or any conference report thereon if such
amendment or conference report would have the effect of
decreasing any specific budget outlay reductions below the
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level of such outlay reductions provided in such joint resolu-
tion unless such amendment or cnferencerpr t makes a
reductim In other specific budget outlays atleat equiva-
lent to any increase in outlays provided by such amend.
meant or conference

"°(v) For • of the application of clause (Iv), the
level of outly ndseiicbdget outlay reductions Pro
vided In an amendment shall bedtrmined on the bfsisof
etimates made by the Committee on the Budget of the
Senate.

"(I) Immediately following the conclusion of the debate on
a joint resolution introduced under subp ph (D), a
single quorum call at the conclusion ofe dete if re-
quested in accordance with the rules of the aprrinamte
House, and the disposition of any amendments undersubparagraph (H) (except in the House of Representatives
for th motion to recommit and the disposition of any
amendment proposed In a motion to recommit which has
been adopted), the vote on final passp of the joint resolu-
tion shall occur.

"MJ)Appeash from the decisions of the Chair rltn to
application of the rules of the Senate or th Ousf

Representatives, as the case may be, to the pi•oc e rlat-
in -to ajo~int reslution described in sbaarph (D) shal
be decided without debate.

"(K) In the Senate, points of order under titles MI and IV
of the Congressional Budget Act of 1974 (including points of
order under sections 302(c), S08(a), 806, and 401f(bl)) are
applicable toea conference report on the joint resolution or
troy ameadmente in dnt thereto.

"(L)If before the passage by the Senate of a joint resolu-
tion of the Senate introdticed under sph (D), the
Senate receives from the House of Representatives a joint
resolution introduced under subparagraph (D), then the
following procures shall apply:

"(i) The joint resolution of the House of Represents-
tives shall not be referred to a committee.

"(MI) With respect to a joint resolution introduced
under subpragraph (D) in the Senate-

"(1) the.procedure in the Senate shall be the
same as if no joint resolution had been received
from the House; but

"(WXaa) the vote on final pssaj shall be on the
Joint resolution of the House if it s identical to the
Loint resolution then pending for passage in the
senate; or

"(bb) if the joint resolution from the House is not
identical to the joint resolution then pending for
palae in the Senate and the Senate then pases
it, the Senate shall be considered to have passed
the Joint resolution as amended by the text of the
Senate joint resolution.

"(iii) Upon disposition of the joint resolution received
from the House, it shall no longer be in order to
consider the Joint resolution originated in the Senate.

"(MI If the Senate receives from the House of Represents-
tives a joint resolution introduced under subparagraph (D)
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after the Senate has disposed of a Senate originated joint
resolution which is identical to the House passed joint
resolution, the action of the Senate with regard to the
disposition of the Senate originated joint resolution shall be
deemed to be the action of the Senate with regard to the
House originated joint resolution. If it is not identical to the
House passed joint resolution, then the Senate shall be
considered to have passed the joint resolution of the House
as amended by the text of the Senate joint resolution.

"(d) Ex.uFmNo PROGRAMS, PROJECTS, AND Ac-nvirrs NOT To Bz
EummIATD.-No action taken by the President under subsection (a)
or (b) of this section shall have the effect of eliminating any pro-
gram, project, or activity of the Federal Government.

"(e)PRuTmvs BuDorr PmioRmIT No? To Ba ALTmm.-Nothing
in the preceding provisions of this section shall be construed to give
the President new authority to alter the relative priorities in the
Federal budget that are established by law, and no person who is or
becomes eligible for benefits under any provision of law shall be
denied eligibility by reason of any order issued under this part.

"AD PAjR-YzEA APPaROPIATIONS.-
"(1) Eiywr Or FINAL ORDER ON PART-YEAR APPROPRIATION.-If,

at the time the President issues a final order for any flcal year,
there is in effect an Act making or continuing appropriations
for part of the fiscal year for any budget account which is
subject to reduction under the order, then the amount seques-
toeed upon issuance of the order for that account shall be equal
to the reduction amount for such account required by theflnal
order multiplied by a fraction the numerator of which is the
number of days during the fiscal year with respect to which the
Act applies and the denominator of which is 365.

"(2) EkWr O O UDSUZUNT APPROPRIATION ON FINAL ORDER.-
"(A) If, after the issuance of a final order for a fiscal year

under subsection (b), an Act referred to in paragraph (1) is
extended or an Act making or continuing appropriations for
part of the fiscal year for the account is enacted, then
additional amounts determined in the same manner shall
be sequestered.

"(B) Upon enactment of a full-year appropriation (incJud-
ing a continuing appropriation for the full year) for the
account, the full amount of the sequestration specified by
the final order, reduced by the sum of amounts previously
sequestered and savings achieved by such appropriation
measure when the amount enacted is less than the budget
baseline for such account, shall be sequestered, except that
the sum shall not exceed the amount specified in the final
order for the account."(s) E DATE OFr 8QUMTATIONS.-Amounts required

to be sequestered by the President under paragraph (1) or (2)
shall be sequestered not later than the close of the fifth cal-
endar day beginning after the date of enactment into law of the
relevant Act referred to in paragraph (1) or (2).

F Wralr "(g) PRINTING OF ORDa3s.-Each initial order and final order
Regidon, issued under this section shall be submitted to the FederaldRegisteron the date it is issued and printed on the following day. If the date

specified for the issuance of an order or its printing in the Federal
Register under this section falls on a Sunday or legal holiday, such
order shall be iseged or printed on the following day."
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(b) CONIFORMINo AMENDMENTS.-
(1) CONGRESSIONAL PROCEDUReS.-Section 254(bXIXA) of the

Act is amended by striking out "the Comptroller General under 2 UsC 904
section 251(cX2)' and b inserting in lieu thereof "the Director
of OMB under section 251(cX2)".

(2) SNQUOsTATIONS.-Section 256(aX2) of the Act is amended 2 USC 906
to read as follows:

"(2) SuQUUs'rATrONS.-Any amounts of new budget authority; [oarB
unobligated balances; new loan guarantee commitments or
limitations; new direct loan obligations, commitments, or
limitations; spending authority as defined in section 401(cX2) of
the Congressional Budget Act of 1974; or obligation limitations
which are sequestered or automatic spending increases which
are reduced under an order issued under section 252 are perma-
nently cancelled or reduced; with the exception of amounts
sequestered or reduced in special or trust funds, which shall
remain in such funds and be available in accordance with and to
the extent permitted by law, including the provisions of this
Act.".

(3) TREATMENT OF OBUGATED BALANCES.--Section 256(l) of the
Act is amended to read as follows:

"(I) TREATMENT or OUGATED BL.•Ac-s.-Obligated balances
shall not be subject to reduction under an order issued under section
252.".

(4) DEMNITION OF sQUETRATION.--Section 257(7) of the Act is 2 USC 9M7.
amended to read as follows:

"(7) The terms 'sequester' and 'sequestration' (subject to sec-
tion 252(aX4)) refer to or mean the reduction or cancellation of
new budget authority; unobligated balances, new loan guaran-
tee commitments or limitations; new direct loan obligations,
commitments, or limitations; spending authadW as-defined in
section 401(cX2) of the Congressional Budget Ac of 1974; and
obligation limitations.".

(5) DZFINrON or 8QUESERABLE umouRcs.-Section 257 of
the Act is amended by adding after paragraph (8) the following
new ph:

"(91 The term 'sequesterable resource' means new budget
authority- unobligated balances; new loan Fuarantee commit-
ments or limitations; new direct loan obligations, commitments,
or limitations; spending authority as defined in section 401(cX2)
of the Congressional Budget Act of 1974; and obligation limita-
tions for budget accounts, programs, projects, and activities that
are not exempt from reduction or sequestration under this
part.o.

(6) CLARIFYINO AMENDMENT RESPECINOG APPROPRIATED
ENII(wrs.--Section 257 of the Act is amended by adding
after paragraph (10) the following new paragraph:

"(11) As-used in this part, all references to section 401(cX2) of
the Congressional Budget Act of 1974 shall include (but are not
limited to) payments to any person or government under terms
of law for the following programs:

"(A) Claims, defense (97-0102-0-1-051).
"(B) Veterans compensation (36-0153-0-1-701).
"(C) Veterans pensions (36-0154-0-1-701).
"(D) Burial benefits and miscellaneous assistance (36-

0155-0-1-701).
"(E) Readjustment benefits (36-0137-0-1-702).
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"()Loan garty rvolv fund(-4
"(G) Guaranteed student loans (91-0280-O-1-502).

":'(H) Social services block grant (75-1684-0-1-•06).
"(I) Family social services (75-1646-0-1-506).
"(J) Rehabilitation services and handicapperesearch

(91-0301--1-506).
"(K) Grants to States for medicaid (75-0512-0-1-51).
"(L) Special benefits for disabled coal miners (75-0409-0-

1-601).
"I'M)Bac ,lngdisability trust fund (20.-8144-0-7-401).
"(N) Scial benoefit.1 2
"(0) Federal unemployment benefit. and allwance (16-0826-0-1-608).
"(P) Supplemental security income program (76-0406-0-

1-09).
"(Q) Family support payments to States (76-1501-0-1-

609).") Food stamp program (12-8505-0-1-0).
"(S) Child nutrition programs (12-8589-0-1-605).
"#T) Retired pay, coast guard (69-0241-0-1-408).
"(U Government, payment for annuitants, -mplcqes

health benefit. (24-OZOS4-O-145)."
(7) DunmoNsoor OAm z saE AND LOAN VUATm T.-8oo.

2u e Co7. tion 267 of the Act is amended by adding after-paraaph(11)
the following new paragraphL

"(12) The sale of an amet means the sale to the public of any
asset, whether physical or financial, owned in whole or in par
by the United states. The term'payment of a loan' means
payments to the United States ma id n dvance of the wshedules
set by law or contract when the financial smet isafirst acquired,
such as the prepayment to the Federal Financing Bank of loans
guarantoed by-the Rural Electrification Administration. Nf a
law or contract allows a flexible paymnt schedule, the term 'in
advance' shall mean in advance the slowestpyment
ule allowed under such law or contract".

(8) DzENToN oF oUtAy aA•z.-Se on 257 of the Act is
amended by adding after paragraph (12) the following new

911-) Cterm 'outlay rate', with respect to any budget
accountfro&=,roect or activity, means-

athraio of outlays resulting in the fiscal year
involved from new budgetary resources for such budget
count, program, project, or activity to such new budg-

etarn resources;or
""(1) the ratio of outlays resting in the fiscal year

involved from unobligated balances for such budgt a-
count, program, project, or activity to such unobligatod
balance&

"(14) The term 'combined outlay rate', with respect to any
budget account, program, project, or activity, means the
weighted average (by budgetary resources) of the ratios deter.
mined under su-bparagraphs (A) and (B) of paragrph (18) forsuch budget account, program, project,_ or acivity..

2 USC OM. (9) ALENATE• Jamcmuus.-ecton 274(f) of the Act is
amended-

(A) by striking out paragraph (1) and by inserting In lieu
thereof the following new paragraph:
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#(1) In the enent that any of the reporting procedures do-
scribe In seion 21 are invalidated, rhen a-y report of the
Iketor of CO0 under section 251(aX2XA) or 251(cXI) shall be

t to the joint committee etablished under thiswubeection".
(Bdiin paragsphs (2) and (8) by striking out "Directors"

both pkcaest appears therein and by inserting in lieu
thergof "Director ofCDOY'; and

(0h inaIra(5)bystrkingout,"section251W(b)or
(cX2Y' and by inse-ting In lieu th• ref"sction 251 (aX2XB)or (cX2Y"

(10) Copmou a oumm .'s nmATs.---Subsection (h) of
section 274 of the Act is amended- 2 USC 9M

(A) by striking out "Comptroller General" both times itaea therein and by inserting in lieu thereof "Director
ofOUD" and by riking out "section 251(b)" and by insert-
ilnin leu thereof"sction 251(aX2XBY'; and

(B) by hiking out ", aumptions, and methodologies"
and by inserding in lieu thereof "and economic

(11) CoaMmo CAU ME mET-Section 256(dX1XB)
of the Act is amended by insrtng after "2 percent" the follow. 2T18 9056.1og "(or such Whaghererpeedem*wpwcen a my appyadeemndIa la withacin2a4BXY

M.168. COMrLACEREPORT BY COMPTMRLIER GENERAL
Section 258 ofthe Act is amended to reads follows: 2 USC 908.

"UMC.US. (MPUANCE REPORT BY COMPTROLLER GENERAL
"On or before November 15 of each fiscal year (or December 15,

19a7 in the e of the fiscal year 1988), the Comptroller General
hasubmit to the CongreW and the President a report on-

"4(1) the extent to which each order Issued by thePresident
undsaection 252 for such fiscal year complied with all of the

ureluents contained in section 252,.either certifying that the
ad accurately complies with such requirements or
respects in which it does not;

"(2) the extent to which each report of the Director of OMB
under section 251 for such fiscal year complies with all of the
rue n obtained in this part, either certifying that the.

yand aurately complies with such requirements or
nr I the r 1spectsin whichit doesnot; and

"(8) any recomm edaons of the Comptroller General for
imp"oving the prcdure set forth in this part.".

M1C. 1.UREM PROGRAMS AND ACnrIvrrll
(a) CLUMRtO• f--(1) Section 255(h) of the Act is 2 USC MS5.

a meded by including'after the item relating to child nutrition thefolwn new item: ,
"Commodtr y supplemental food p (12-8612-0-1-605);".

(2) Section 2=55(g1) Wthe Act is amended-
(A) by ineting after the item relating to intragovernmental

ired the following new item:
"Medical facilities guarantee, and loan fund, Federal in-

teout subsidies for medical facilities (7-4480-08-651)"
(B) by in"~ after the item relating to the Health Edu-

WE -d-d-10: Prominthe followiing new item-
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"Higher education facilities loans and insurance (91-0240-01-502);".

(C) by inserting after the item relating to the Bonneville
Power Administration the following new item:

"Bureau of Indian Affairs, miscellaneous payments to
Indians (14-2303-0-1-452);".

(D) by inserting before the item relating to the Postal service
fund the following new item:

"Payments to widows and heirs of deceased Members of
Congress (00-0215-0-1-801);".

(E) by inserting before the item relating to the Alaska Power
Administration the following new item:

"Thrift Savings Fund (26-8141-0-7-602);".
(F) by inserting after the item relating to the Tennessee

Valley Authority the following new item:
"Washington Metropolitan Area Transit Authority, inter-

est payments (46-0300-0-1-401);".
2 USC 9W6. (3) Section 256(bX4) of the Act is amended by inserting at the end

thereof the following new subparagraph:
"(G) Federal Retirement Thrift Investment Board.".

(4) Section 256(e) of the Act is amended by striking out "Any
order" and by inserting in lieu thereof "Notwithstanding any
change in the display of budget accounts, any order".

(b) AMENDMENTS TO SPECIFICALLY INCLUDE IN THis Acr EXEMP-
2 USC 905. TIONS ENACTED SINCE 1985.-(1) Section 255(b) of the Act is amended

by inserting after the colon the following:
"National Service Life Insurance Fund (36-8132-0-7-701);
"Service-Disabled Veterans Insurance Fund (36-4012-0-3-

701);
"Veterans Special Life Insurance Fund (36-8455-0-8-701);
"Veterans Reopened Insurance Fund (36-4010-0-3-701);
"United States Government Life Insurance Fund (36-8150-0-

7-701);
"Veterans Insurance and Indemnity (36-0120-0-1-701);"Special Therapeutic and Rehabilitation Activities Fund (36-

4048-0-3-703);
"Veterans' Canteen Service Revolving Fund (36-4014-0-3-

705);
"Benefits under chapter 21 of title 38, United States Code,

relating to specially adapted housing and mortgage-protection
life insurance for certain veterans with service-connected
disabilities (36-0137-0-1-702);

"Benefits under section 907 of title 38, United States Code,
relating to burial benefits for veterans who die as a result of
service-connected disability (36-0155-0-1-701);

"Benefits under chapter 39 of title 38, United States Code,
relating to automobiles and adaptive equipment for certain
disabled veterans and members of the Armed Forces (36-0137-
0-1-702);".

(2) Section 255(gX1) of the Act is amended-
(A) by inserting after the item relating to intragovernmental

funds the following new item:
"Panama Canal Commission, operating expenses (95-

5190-0-2-403), and Panama Canal Commission, capital
outlay (95-5190-0-2-403);";

(B) by inserting after the item relating to payments to trust
funds the following new item:
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"Payments to the United States territories, fiscal assist-ance (14-0418-0-1-852)091;

(C) by inserting after the 6em relating to compensation of the
President the following new item:

"Customs Service, miscellaneous permanent appropria-
tions (20-9922-0-2-852);";

(D) by inserting before the item relating to intragovernmental
funds the following new item:

"Internal Revenue Collections for Puerto Rico (20-5787-
0-2-852);";

(E) by inserting after the first item the following new item:
"Administration of Territories, Northern Mariana Islands

Covenant grants (14-0412-0-1-806);"; and
(F) by inserting after the item relating to payments to the

military retirement fund the following new item:
"Compact of Free Association, economic assistance pursu-

ant to Public Law 99-658 (14-0415-0-1-806);".
(3) Section 255(gXl) of the Act is amended by inserting "(A)" after 2 USC 905.

"(1)" and by inserting at the end thereof the following newsubparagraph h"(B)RThe following budget accounts and activities shall be

exempt from reduction under any order issued under this part:"Black lung benefits (20-8144-0-7-601);
"Central Intelligence Agency retirement and disability

system fund (56-3400-0-1-054);
"Civil service retirement and disability fund (24-8135-0-

7-602);"Comptrollers general retirement system (05-0107-0-1-
801);"Foreign service retirement and disability fund (19-8186-0-7-602);

"Judicial survivors' annuities fund (10-8110-0-7-602);
"Longshoremen's and harborworkers' compensation

benefits (16-9971-0-7-601);
"Military retirement fund (97-8097-0-7-602);
"National Oceanic and Atmospheric Administration

retirement (13-1450-0-1-306);
"Pensions for former Presidents (47-0105-0-1-802);
"Railroad retirement tier 11(60-8011-0-7-601);
"Retired pay, Coast Guard (69-0241-0-1-403);
"Retirement pay and medical benefits for commissioned

officers, Public Health Service (75-0379-0-1-551);
"Special benefits, Federal Employees' Compensation Act

(16-1521-0-1-600);
"Special benefits for disabled coal miners (75-0409-0-1-

601); and
"Tax Court judges survivors annuity fund (23-8115-0-7-

602).".
(C) CONFORMING AMENDMENTS.-(1) Section 255(gX2) of the Act is Veteran.

amended by repealing the items relating to veterans with the
exception of the items relating to the Loan guaranty revolving fund
and the Servicemen's group life insurance fund.

(2) Paragraph (1) of section 257 of the Act is amended by striking 2 USC 907.
out subparagraph (A), by striking out the dash, and by striking out
"(B)".



642

101 STAT. 778 PUBLIC LAW 100-119--SEPT. 29, 1987

SEC. 105. MODIFICATION OF PRESIDENTIAL ORDER.

(a) IN GW•ERAL.-Part C of the Act is amended by inserting at the
end thereof the following new section:

2 USC 908. "SEC. 258. MODIFICATION OF PRESIDENTIAL ORDER.

"(a) IMOIQDUCTION OF JOINT REsOLUTIoN.-At any time after the
Director of OMB issues a report under section 251(cX2) for a fiscal
year, but before the close of the tenth calendar day of session in that
session of Congre.ss beginning after the date of issuance of such
report, the majority leader of either House of Congress may intro-
duce a joint resolution which contains provisions directing the
President to modify the most recent order issued under section 252
for such fiscal year. After the introduction of the first such joint
resolution in either House of Congress in any calendar year, then no
other joint resolution introduced in such House in such calendar
year shall be subject to the procedures set forth in this section.

"(b) PROCEDURES FOR CONSIDERATION OF JOINT RESOLUTIONS.-
"(1) No REFERRAL TO COMMITTEE.-A joint resolution intro-

duced in the Senate or the House of Representatives under
subsection (a) shall not be referred to a committee of the Senate
or the House of Representatives, as the case may be, and shall
be placed on the appropriate calendar pending disposition of
such joint resolution in accordance with this subsection.

"(2) IMMEDIATE CONSIDERATION.-On or after the third cal-
endar day (excluding Saturdays, Sundays, and legal holidays)
beginning after a joint resolution is introduced under subsection
(a), notwithstanding any rule or precedent of the Senate, includ-
ing Rule 22 of the Standing Rules of the Senate, it is in order
(even though a previous motion to the same effect has been
disagreed to) for any Member of the respective House to move to
proceed to the consideration of the joint resolution, and all
points of order against the joint resolution (and against consid-
eration of the joint resolution) are waived, except for points of
order under titles III or IV of the CongressionalBudget Act of
1974. The motion is not in order after the eighth calendar day
(excluding Saturdays, Sundays, and legal holidays) beginning
after a joint resolution (to which the motion applies) is
introduced. The motion is highly privileged in the House of
Representatives and is privileged in the Senate and is not
debatable. The motion is not subject-to amendment, or to a
motion to postpone, or to a motion to proceed to the consider-
ation of other business. A motion to reconsider the vote by
which the motion is agreed to or disagreed to shall not be in
order. If a-motion to proceed to the consideration of the joint
resolution is agreed to, the respective House shall immediately
proceed to consideration of the joint resolution without inter-
vening motion, order, or other business, and the joint resolution
shall remain the unfinished business of the respective House
until disposed of.

"(3) DEBATE.-
"(A) In the Senate, debate on a joint resolution intro-

duced under subsection (a), amendments thereto, and all
debatable motions and appeals in connM(ion therewith
shall be limited to not more than 10 hours, which shall be
divided equally between the majority leader and the minor-
ity leader (or their designees). In the House, general debate
on a joint resolution introduced under subsection (99-.0 1i
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be limited to not more than 4 hours which shall be equally
divided between the majority and minority leaders.

"(B) A motion to postpone, or a motion to proceed to the
consideration of other business is not in order. A motion to
reconsider the vote by which the joint resolution is agreed
to or disagreed to is not in order. In the Senate, a motion to
recommit the joint resolution is not in order. In the House,
a motion further to limit debate is in order and not debat-
able. In the House, a motion to recommit is in order.

"(CXi) In the House of Representatives, an amendment
and any amendment thereto is debatable for not to exceed
30 minutes to be equally divided between the proponent of
the amendment and a Member opposed thereto.

"(ii) No amendment that is not germane or relevant to
the provisions of the joint resolution or to the order issued
under section 252(bXD shall be in order in the Senate. In
the Senate, an amendment, any amendment to an amend-
ment, or any debatable motion or appeal is debatable for
not to exceed 30 minutes to be equally divided between the
majority leader and the minority leader (or their designees).

"(ii0)In the Senate, an amendment that is otherwise in
order shall be in order notwithstanding the fact that it
amends the joint resolution in more than one place or
amends language previously amended. It shall not be in
order in the Senate to vote on the question of agreeing to
such a joint resolution or any amendment thereto unless
the figures then contained in such joint resolution or
amendment are mathematically consistent.

"(4) VOTE ON FINAL PASSAGE.-Immediately following the
conclusion of the debate on a joint resolution introduced under
subsection (a), a single quorum call at the conclusion of the
debate if requested in accordance with the rules of the appro-
priate House, and the disposition of any amendments under
paragraph (3) (except for the motion to recommit in the House
of Representatives), the votq on final passage of the joint resolu-
tion shall occur.

"(5) APPmELs-Appeals from the decisions of the Chair relat-
ing to the application of the rules of the Senate or the House of
Representatives, as the case may be, to the procedure relating
to a joint resolution described in subsection (a) shall be decided
without debate.

"(6) CONFERENCE REPORTS.-In the Senate, points of order
under titles III and IV of the Congressional Budget Act of 1974
(including points of order under sections 302(c), 303(a), 306, and
401(bX1)) are applicable to a conference report on the joint
resolution or any amendments in disagreement thereto.

"(7) REsOLTION FROM OTHER HoUSE.-If, before the passage by
the Senate of a joint resolution of the Senate introduced under
subsection (a), the Senate receives from the House of Represent-
atives a joint resolution introduced under subsection (a), then
the following procedures shall apply:

"(A) The joint resolution of the House of Representatives
shall not be referred to a committee.

"(B) With respect to a joint resolution introduced under
subsection (a) in the Senate-
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"(i) the procedure in the Senate shall be the same as
if no joint resolution had been received from the House;
but

"(iiXI) the vote on final passage shall be on the joint
resolution of the House if it is identical to the joint
resolution then pending for passage in the Senate; or

"(II) if the joint resolution from the House is not
identical to the joint resolution then pending for pa.-
sage in the Senate and the Senate then passes it, the
Senate shall be considered to have pased the joint
resolution as amended by the text of the Senate joint
resolution."(C) Upon disposition of the joint resolution received from

the House, it shall no longer be in order to consider the
resolution originated in the Senate.

"(8) SENATE ACTION ON HOUSE RESOLUTION.-If the Senate
receives from the House of Representatives a joint resolution
introduced under subsection (a) after the Senate has disposed of
a Senate originated resolution which-is identical to the House
passed joint resolution, the action of the Senate with regard to
the disposition of the Senate originated joint resolution shall be
deemed to be the action of the Senate with reprd to the House
originated joint resolution. If it is not identical to the House

passed joint resolution, then the Senate shall be considered to
ave passed the joint resolution of the House as amended by the

text of the Senate joint resolution.".
(b) CLERICAL AMENDMENT.-The table of contents set forth in

section 200(b) of the Act is amended by inserting after the item
relating to section 257 the following new item:
"Sec. 258. Modification of Prwidential order.".

SEC. 106. MAXIMUM DEFICIT AMOUNTS.
(a) REVISION OF DEFINITION OF MAXIMUM DmFcrr AMouNT.-Para-

graph (7) of section 3 of the Congressional Budget and Impoundment
2 USC 622 Control Act of 1974 is amended by striking out subparagraphs (D)

through (F) and by inserting in lieu thereof the following:
"(D) with respect to the fiscal year beginning October 1, 1987,

$144,000,000,000;
"(E) with respect to the fiscal year beginning October 1, i988,

$136,000,000,000;
"(F) with respect to the fiscal year beginning October 1, 1989,

$100,000,000,000;
"(G) with respect to the fiscal year beginning October 1, 1990,

$64,000,000,000;
"(H) with respect to the fiscal year beginning October 1, 1991,

$28,000,000,000; and
"(I) with respect to the fiscal year beginning October 1, 1992,

zero..
2 USC 907 (b) DEFINITION OF MARGIN.-Section 257 of the Act is amended by

inserting after paragraph (9) the following new paragraph:
"(10) The term 'margin' means $10,000,000,000 with respect to

each of fiscal years 1988 through 1992 and zero with respect to
fiscal year 1993.".

(c) REVISION OF EXPIRATION DATE OF THE BALANCED BuDorr AND
EMERGENCY DEFICIT CONTROL ACT OF 1985.-Subsection (bXl) of
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section 275 of the Act is amended by striking out "September 30, 2 USC 901 note.
1991" and by inserting in lieu thereof "September 30, 19930.

(d) SCTON 301(i) POINT Or ORDER.-Paragraph (2) of section 301i
of the Congressional Budget Act of 1974 is amended by inserting 2 USC 632.
"!A)!Lbefore- "Paragraph' and by adding at the end thereof the
following new paragraphs.

"(B) Paragraph (1) shall not apply to the consideration of any
concurrent resolution on the budget for fiscal year 1988 or fiscal
year 1989, or amendment thereto or conference report thereon,
if such concurrent resolution or conference report provides, or
in the case of an amendment if the concurrent resolution as
changed by the adoption of such amendment would provide for
deficit reduction from a budget baseline estimate as specified in
section 251(aX6) of the Balanced Budget and Emergency Deficit
Control Act of 1985 for such fiscal year (based on laws in effect
on January 1 of the calendar year during which the fiscal year
begins) equal to or greater than the maximum amount of
unachieved deficit reduction for such fiscal year as specified in
section 251(aX3XA) of such Act.

"(C) For purposes of the application of subparagraph (B), the
amount of deficit reduction for a fiscal year provided for in a
concurrent resolution, or amendment thereto or conference
report thereon, shall be determined on the basis of estimates
made by the Committee on the Budget of the House of Rep-
resentatives or of the Senate, as the case may be.".

(e) SECTION 311(a) POINT oF ORDER IN THE SENATE.-
(1) Section 311(a) of the Congressional Budget Act of 1974 is 2 USC 642

amended by striking out all after "in the Senate," and by
inserting in lieu thereof the following: "would otherwise result
in a deficit for such fiscal year that-

"(A) for fiscal year 1989 or any subsequent fiscalyear, exceeds
the maximum deficit amount specified for such fiscal year in
section 3(7); and

"(B) for fiscal year 1988 or 1989, exceeds the amount of the
estimated deficit for such fiscal year based on laws and regula-
tions in effect on January 1 of the calendar year in which such
fiscal year begins as measured using the budget baseline speci-
fied in section 251(aX6) of the Balanced Budget and Emergency
Deficit Control Act of 1985 minus $23,000,000,000 for fiscal year
1988 or $36,000,000,000 for fiscal year 1989;

except to the extent that paragraph (1) of section 301(i) or section
304(b), as the case may be, does not apply by reason of paragraph (2)
of such subsection.".

(2) Section 254(bX1XE) of the Act is amended by inserting 2 USC 904
"and for fiscal year 1988 or 1989, exceed the amount of the
estimated deficit for such fiscal year based on laws and regula-
tions in effect on January 1 of the calendar year in which such
fiscal year begins as measured using the budget baseline speci-
fied in section 251(aX6) of the Balanced Budget and Emergency
Deficit Control Act of 1985 minus $23,000,000,000 for fiscal year.
1988 or $36,000,000,000 for fiscal year 1989:" after "maximum
deficit amount for such fiscal year,'.

(M) PMEIDENT's BuDGor.-Section 1105(f) of title 31, United States
Code, is amended-

(1) by redesignating paragraph (3) as paragraph (5); and
(2) by inserting after paragraph (2) the following new para-

graphs:
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"(3) The budget transmitted pursuant to subsection (a) for a fiscal
year shall include a budget baseline estimate made in accordance
with section 251(aX6) of the Balanced Budget and Emergency Deficit
Control Act of 1985 and using economic and technical assumptions
consistent with the current services budget submitted under section
1109 for the fiscal year. If such budget baseline estimate differs from
the estimate in the current services budget, the President shall
explain the differences. The budget transmitted pursuant to subsec-
tion (a) for such fiscal year shall include the information required by
section 251(aX2) of such Act (other than account-level detail) assum-
ing that the deficit in such budget baseline were the amount esti-
mated by the Director of the Office of Management and Budget on
August 25 of the calendar year in which the fiscal year begins.

"(4) Paragraphs (1) and (2) shall not apply with respect to fiscal
year 1989 if the budget transmitted for such fiscal year provides for
deficit reduction from a budget baseline deficit for such fiscal year
(as defined by section 251(aX6) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 and based on laws in effect on
January 1, 1988) equal to or greater than $36,000,000,000.".
SEC. 107. SPECIAL RULES FOR MEDICARE PROGRAM.

(a) TEMPORARY EXTENSION OF PAYMENT POIuCIES FOR INPATIENT
HOSPITAL SERVICES.-

(1) IN GENERAL.-Notwithstanding any other provision of law,
with respect to payment for inpatient hospital services under
section 1886 of the Social Security Act:

(A) TEMPORARY FREEZE IN PPS HOSPITAL RATES.-For pur-
poses of subsection (d) of such section for discharges occur-
ring during the period beginning on October 1,1987, and
ending on November 20, 1987 (in this paragraph referred to
as the "extension period"), the applicable percentage in-
crease under subsection (bXMXB) of such section with respect
to fiscal year 1988 is deemed to be 0 percent.

(B) TEMPORARY FREEZE IN PAYMENT BASIS.-
(i) EXTENSION OF BLENDED DRG RATE.-For purposes of

subsection (dXl) of such section, the "applicable com-
bined adjusted DRG prospective payment rate" for dis-
charges occurring-

(1) during the extension period is the rate speci-
fied in subsection (dXlXDXii) of such section, or

(II) after such period is the national adjusted
prospective payment rate determined under
subsection (dX3) of such section.

(ii) EXTENSION OF HO8PITAL-SPECIFIC PAYMENT.-For
the first 51 days of a hospital cost reporting period
beginning during fiscal year 1988, payment shall be
made under clause (ii) (rather than clause (iii)) of
subsection (dX1XA) of such section (subject to clause (i)
of this subparagraph).

(C) TEMPORARY FREEZE IN AMOUNTS OF PAYMENT FOR
CAPITAL.-For payments attributable to portions of cost
reporting periods occurring during the extension period,
the percent specified in subsection (gX3XAXii) of such sec-
tion is deemed to be 3.5 percent.

(D) TEMPORARY FREEZE IN RETURN ON EQUITY REDUC-
TIONS.-For the first 51 days of a cost reporting period
beginning during fiscal year 1988, subsection (gX2) of such
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section shall be applied as though the applicable percentage
were 75 percent.

(E) TMPoit"Y FREEZE IN PAYMENTS RATES FOR PPeS-
xurir HoeprrIAus.--For purposes of payment under subsec-

tion (b) of such section for cost reporting periods beginning
during fiscal year 1988, with respect to the first 51 days of
such a period the applicable percentage increase under
paragraph (3XB) of such subsection is deemed to be 0
percent.

(2) CONTINUATION OF CAPITAL 1oucY.-Section 9321(c) of the
Omnibus Budget Reconciliation Act of 1986 is amended- 42 USC 1895ww

(A) by striking "asruMORE 1" in the heading of para- .not.
graph (1) and inserting "NOVEMBER 21",

(B) in paragraph (1), by striking "September 1, 1987" and
inserting "November 21, 1987",

(C) in the second sentence of paragraph (1), by striking
"before the date of the enactment of this Act", and

(D) in paragraph (4), by striking "second sentence" and
all that follows through "operating costs" and inserting"second sentence of section 1886(aX4) of the Social Security
Act, from the term 'operating costs".

(b) FREEZING CERTAIN CHANGES IN MEDICARE PAYMENT ReGuA- 42 USC 1395ww
TIONS AND POLICIES.- note.

(1) IN oGNzAL,-Notwithstanding any other provision of law,
the Secretary of Health and Human Services is not authorized
to issue after September 18, 1987, and before November 21,
1987-

(A) any final regulation that changes the policy with
respect to payment under title XVII of the Social Security
Act to providers of service for reasonable costs relating to
unrecovered costs associated with unpaid deductible and
coinsurance amounts incurred under such title;

(B) any final relation, instruction, or other policy
change which is primarily intended to have the effect of
slowing down claims processing, or delaying payment of
claims, under such title; or

(C) any final regulation that changes the policy under
such title with respect to payment for a return on equity
capital for outpatient hospital services.

The final regulation of the Health Care Financing Administra-
tion published on September 1, 1987 (52 Federal Register 32920)
and relating to changes to the return on equity capital provi-
sions for outpatient hospital services is void and of no effect.

(2) OTHER COsT SAVINGS PoLcies.-Notwithstanding any other
provision of law, except as required to implement specific provi-
sions required under statute, the Secretary of Health and
Human Services is not authorized to issue in final form, after
September 18, 1987, and before November 21, 1987, any regula-
tion, instruction, or other policy which is estimated by the
Secretary to result in a net reduction in expenditures under
title XVIII of the Social Security Act in fiscal year 1988 of more
than $50,000,000. Any regulation, instruction, or policy which is
issued in violation of this paragraph is void and of no effect.

(3) Excvrt ON.-Paragraphs (1) and (2) shall not be construed
to apply to any regulation, instruction, or policy required to
implement the amendment made by section 9311(a) of the



648

101 STAT. 78

4 usc 182b-8
note.

4 PUBLIC LAW 100-119-SEPT. 29, 1987

Omnibus Budget Reconciliation Act of 1986 (relating to periodic
interim payments).

(c) DwAui w OaRGAN PuocumazM, r Rauuwar.-Section
9318(b) of the Omnibus Budget Reconciliation Act of 1986 is
amended by striking "October 1, 1987" each place it appears and
inserting "November 21, 1987".

TITLE II-BUDGET PROCESS REFORM
2 USC 621 note.

2 USC 909.

2 USC 621 note.

2 USC 653 note.

100 Stat. 1949.

SEC. 201.2-YEAR APPROPRIATIONS.
It is the sense of the Congress that the Congress should undertake

an experiment with multiyear authorizations and 2-year appropria-
tions for selected agencies and accounts. An evaluation of the
efficacy and desirability of such experiment should be conducted at
the end of the 2-year period. The appropriate committees are di-
rected to develop a plan in consultation with the leadership of the
House and Senate to implement this experiment.
SEC. 202. PROHIBITION OF COUNTING AS SAVINGS THE TRANSFER OF

GOVERNMENT ACTIONS FROM ONE YEAR TO ANOTHER.
(a) IN GNxNAL-Except as otherwise provided in this section, any

law or regulation that has the effect of transferring an outlay,
receipt, or revenue of the United States from one fiscal year to an
adjacent fiscal year shall not be treated as altering the deficit or
producing net deficit reduction in any fiscal year for purposes of the
Congressional Budget Act of 1974 and the Balanced Budget and
Emergency Deficit Control Act of 1985.

(b)ExcEsrrONs.-Subsection (a) shall not apply if the law making
the transfer stipulates that such transfer-

(1) is a necessary (but secondary) result of a significant policy
change;

(2) provides for contingencies; or
(3) achieves savings made possible by changes in program

requirements or by greater efficiency of operations.
SEC. 203. FINANCIAL MANAGEMENT REFORM.

It is the sense of the Congress that the Congress should undertake
a coordinated effort to identify problems and develop specific rec-
ommendations to reform the financial management systems of the
United States Government, including consideration of the use of
generally accepted accounting principles.
SEC. 204. EXTENSION OF STATE AND LOCAL COST ESTIMATES.

The State and Local Government Cost Estimate Act of 1981 is
amended by striking out section 4.
SEC. 205. EXTRANEOUS PROVISIONS IN THE SENATE.

(a) PROHIBITION OF EXTRANEOUS MATTERS IN RECONCILIATION
MEASURES IN THE SENATZ.-Section 20001 of the Consolidated Omni-
bus Budget Reconciliation Act of 1985, as amended by section 7006
of the Omnibus Budget Reconciliation Act of 1986, is amended in
subsection (c) by striking out "January 2, 1988" and inserting in lieu
thereof "September 30, 1992".

(b) PROVISIONS CONSIDERED To BE EXTRANEOUS IN THE SENATE.-
Subsection (dX1XA) of such section is amended by inserting before
the period at the end thereof "; and (E) a provision shall be consid*
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ered to be extraneous if it increases, or would increase, net outlays,
or if it decreases, or would decrease, revenues during a fiscal year
after the fiscal years covered by such reconciliation bill or reconcili-
ation resolution, and such increases or decreases are greater than
outlay reductions or revenue increases resulting from other provi-
sions in such titde in such year'.

(c) ApICAON Or w SuucON (a) To CumiN SENATE R .MOLU-
TONS.--Nothing in the amendment made by subsection (a) shall be
construed as limiting the manner in which S. Res. 286 (99th Con-
gres., 1st session) as amended by S. Res. 509 (99th Congress, 2d
sesson), shall appiy to reconciliation bills and reconciliation resolu-
tions considered on or-after the date of the enactment of this joint
resolution.
SEC. 21 CODIFICATION OF LAW REGARDING DEFERRAL AUTHORITY.

(a) PRoPOSED E OF BuGrr AuTboarrm.-Section 1013 of
the Impoundment Control Act of 1974 is amended to read as follows:

"PROPOSED DEFERRAL8 OF BUDGET AUTHORITY
"Ssc. 1013. (a) TRANSMrrrAL OF SPECIAL MESSAGE.-Whenever the

President, the Director of the Office of Management and Budget, the
head of any department or agency of the United States, or any
officer or employee of the United States proposes to defer any
budget authority provided for a specific purpose or project, the
President shahl transmit to the House of Representatives and the
Senate a special message specifying-

"(1) the amount of-the budget authority proposed to be de-
ferred;

"(2) any account, department, or establishment of the Govern-
ment to which such budget authority is available for obligation,
and the specific projects or governmental functions involved;

"(3) the period of time during which the budget authority is
prol p,. to be deferred;

"(4) the reasons for the proposed deferral, including any legal
authority invoked to justify' the proposed deferral;

"(5) to the maximum extent practicable, the estimated fiscal,
economic, and budgetary effect of the proposed deferral; and

"(6) all facts, circumstances, and considerations relating to or
bearing upon the proposed deferral and the decision to effect
the proposed deferral, including an analysis of such facts, cir-
cumstances, and considerations in terms of their application to
any legal authority, including specific elements of legal author-
ity, invoked to justify such proposed deferral, and to the maxi-
mum extent practicable, the estimated effect of the proposed
deferral upon the objects, purposes, and programs for which the
budget authority is provided.

A special message may include one or more proposed deferrals of
budget authority. A deferral may not be proposed for any period of
time extending beyond the end of the fiscal year in which the special
message proposing the deferral is transmitted to the House and the
Senate.

"(b) CONSMwrNCv WITH LEGISLATiVE Poucy.-Deferrals shall be
permissible only-"(1) to provide for contingencies;

"(2) to achieve savings made possible by or through changes in
requirements or greater efficiency of operations; or

101 STAT. 785

2 USC 684.

President of U.S.
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"(3) as specifically provided by law.
No officer or employee of the United States may defer any budget
authority for any other purpose.,

"(c) ExczEnON.-The provisions of this section do not apply to any
budget authority proposed to be rescinded or that is to be reserved
as set forth in a special message required to be transmitted under
section 1012.".

(b) CONFORMING AMKNDMKNT.-The first sentence of section 1016
of the Impoundment Control Act of 1974 is amended by striking out"under section 1012(b) or 1013(b)" and by inserting in lieu thereof"under this title".

(c) RIAFFIRMATION.-Sections 1015 and 1016 of the Impoundment
Control Act of 1974 are reaffirmed.
SEC. 207. CLARIFICATION OF CONGRESSIONAL INTENT REGARDING

RESCISSION AUTHORITY.

Section 1012(b) of the Impoundment Control Act of 1974 is
amended by adding at the end thereof the following. "Funds made
available for obligation under this procedure may not be proposed
for rescission again.".
SEC. 208. ECONOMIC AND TECHNICAL ASSUMPTIONS.

(a) POINT OF ORnER.-Section 301(g) of the Congressional Budget
Act of 1974 is amended to read as follows:

"(g) ECONOMIC AssUMPTIONS.-
"(1) It shall not be in order in the Senate to consider any

concurrent resolution on the budget for a fiscal year, or any
amendment thereto, or any conference report thereon, that sets
forth amounts and levels that are determined on the basis of
more than one set of economic and technical assumptions.

"(2) The joint explanatory statement accompanying a con-
ference report on a concurrent resolution on the budget shall
set forth the common economic assumptions upon which such
joint statement and conference report are based, or upon which
any amendment contained in the joint explanatory statement to
be proposed by the conferees in the case of technical disagree-
ment, is based.

"(3) Subject to periodic reestimation based on changed eco-
nomic conditions or technical estimates, determinations under
titles III and IV of the Congressional Budget Act of 1974 shall be
based upon such common economic and technical
assumptions.".

(b) APPLICATION OF SuzaroN 301(g) POINT OF ORDE To R ZISoNS
OF CONCURRENT REoLUTIONS ON THE BuDorr.-Section 804 of the
Congressionad Budget Act of 1974 is amended by inserting at the end
thereof the following:

"(c) ECONOMIC ASSUMPTIONS.-The provisions of section 301(g)
shall apply with respect to concurrent resolutions on the budget
under this section (and amendments thereto and conference reports
thereon) in the same way they apply to concurrent resolutions on
the budget under such section 301(g) (and amendments thereto and
conference reports thereon).".
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