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o The exploding cost of servicing the federal debt will 

0 

make controlling spending more difficult each year, unless 
the deficits are reduced soon. Each year that we add $200 
billion in new federal debt adds about $15 billion to the 
next year's interest costs. 

The economy is now on a path where more 
resources go just to ·pay off the debt. 
economist Larence Swnmers, •It's a case 
of compounding ·(interest) works against 

and more of its 
According to 
where the miracle 
you.• 

o In 1976 net interest accounted for just 7' of total outlays 
But if we do nothinf, _by 1988 the total federal debt will 
be more than half o total GNP, and the net interest cost 
of . servicing this debt will reach 14\ ·of all.spending. 
Each year that we do nothing, the share of federal spending 
that we can control .gets smaller. . 

o Recent sfuftidies indicate that current and prospective 
budget �d�~�f�i�c�i�t�s� have helped to overvalue the American 
dol·lar by 20-25%.. If the deficits are not reduced, 
the problem of overvaluation will become worse, 
weakening the competitive position of American exports 
+and costing the U.S. jobs in such industries as steel, 
electronics, and agriculture • 

. . · 
�- �- �- �- �- �- �- �-�~ �-�-�-�.�,�.�_�,�_�_�_� __ _ 
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Nov.ember 29, 1983 

BASIC COMPONENTS OF PROPOSED FINANCE COMMITT~E 
DEFICIT REDUCTION PACKAGE 

,. 
.. . 

:: . Overview 

• The ' Finance Committei has aimed for $150 billion in total 
deficit reduction over the next 4 fiscal years, with most of 
the savings coming in fiscal years 1985 through 1987. 

• The pa~kage w~ll have at least one dollar in guaranteed 
spending cuts for each dollar .. of revenue increases. 

• The Fina~ce Committee will ~ndertak~ to enact one-half of the 
spending reductions, and look to the other Senate Committees 
to produce an equivalent amount of savings. 

• Any new revenue increases (other than pure loophole closers) 
will be expr.essly contingent on a certification that spending 
cuts have been ·achieved and .will be triggered off if Congress 
later reneges ·on these spending cuts. 

I. Spending Reduction Proposals Within the Jurisdiction of the 
Senate Finance Committee 

The total package, including prov1s1ons totalling S5.3 
billion in savings incorporated in _the Reconciliation Act of 19q~ 
as reported by the Budget Committee, would result in a savings of 
$38 billion over 4 years. The majority of the proposals would 
have an effective date of January 1, 1985. 

• Rounding of Social.Security COLA. Proposal modifies the COLA 
paid in 1985, 1986 and 1987 by rounding the increase to the 
next lower whole percentage amount. 

FY 1984-87: $5.l billiort 

• Modify timing and rate of increase in Part B Premium. The 
premium would be permitted to increase each year until it 
reached 35\ by 1990. (Modification of 1983 Administration 
proposal) 

FY 1984-87: $2.9 billion 

• Delay In Initial - El~qi-b~lity fe~-ea-i"e-Entitlements. 
Delays el ig ibi 1 i-t-y-f-or both Par-ts--A-..and- ...B - or- Meo icare-:l:C>"t~e 
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first day of the month following the month of the 
individual's 65th-birthday. (1983 Administration proposal) 

FY 1984-87: $1.0 billion 
. . r 

Restructure Medicare Cost .Sharing/Apply Co-Pays to Hospital 
Days and Provide Unlimited Hospital Oats. Modifies cost 
shari~g on hospital :. stays and nursingome stays and provides 
catastrophic protection under Part A of Medicare. 
(Modification of . 1983 Administration proposal) 

fY 1984-87: _$1.6 billion 

• Modification.of Working Aged Provision. Modifies 1982. 
provision which made Medic~re benefits secon_dary . to benefits 
under employer group health plans. (Strongly supported by 
OMB and HHS) 

FY 1984-87: $1.2 billio~ 

• Participati"ng Physician Progra~. Freezes certain physician 
fees for 2 years and creates incentives for .physicians to 
take assignment. °<Modification of 1983 Administration 
proposal) 

• 
FY 1984-87: $2.2 billion 

Limit Increase in . Hospi~al Costs Per Case. Limits increases "Ti-n---..h_o_s_p __ i """t,...a-rl_c_o_s_,t,_s_p_e_r..__c_a_s_e_t,...o-..,..t .... h_e_1 ..... ' n_c_r_e_a-se in the hos pi ta 1 . 
market basket price ind~x. (Modification of ~981 · 
Administration proposal) 

FY 1984-87: $2.9 billion 

• Fee Schedule for Clinical Laboratory Services. Establishes 
fee schedule for payment to all laboratories for services 
provided to Medicare patients. 

FY1984-87: $0.9 billion 

• ~~tend Reduction in Federal Payments. Extends the existing 
reduction in Federal Medicaid payments to States for 2 years. 
(Modification 0£ 1983 Administration proposal) 

FY 1984-87: $1.0 billion 

e Debt Service. The reduced outlays and increased revenues 
would decrease interest on the Federal debt by $13.9 billion 
over FY 1984-87. 

--------- · 

• 

This document is from the collections at the Dole Archives, University of Kansas 
http://dolearchives.ku.edu

Page 7 of 12











' . 

PROPOSED ACROSS-THE-BOARD TAX ON ENERGY 
.. 

• One of major componen~~ :of ·the deficit reduction package that 
the Finance Committee has been considering is a 2 1/2\ tax on 
the value of all forms' of energy to take effect in 1~85. 

• Like all of the tax increases being considered (other than 
pure loophole closers), this tax will take effect only if th~ 
spending redaction targets are achieved. . . . . 

• It is estimated that this 2 1/2\ energy tax will raise about 
$20.9 billion over 3 years :(FY 1985-87). 

• This energy tax will be imposed on 2 1/2\ of national average 
value o~ the foll~wing energy products: 

(1) 

(2) 

Oil -- tax imposed on the first sale of a refiner. 
(Imports of:. petroleum products would be taxed at the 
border.) 

Natural Gas -~ tax imposed on the sale of gas to local 
d1str1bution company or direct sale to end user of 
natural gas. 

(3) Natural Gas Liquids tax would be imposed . on sale by a 
gas processing plant. 

(4) Coal -- tax would be imposed on sale to a major fuel 
burning installation. 

(5) Electricity tax would be imposed on the sale of 
electricity to users. 

• This energy tax would exempt feedstock use and energy 
produced for expoyts. 

• This tax spreads the burden beyond oil to all fuels, so that 
it should have a more even regional impact than the 
Administration's proposal to put a $5 p.er barrel excise tax 
on oil. 

• The 2 1/2\ energy tax will raise gasoline prices by about 
only 2 to 3 cents per gallon. 
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