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USED FOR DEFICIT REDUCTION AND THAT ANY NEW

SPENDING BE ON A PAY-AS-YOU-GO BASIS. WE MUST

EITHER MAKE NEW PROGRAMS FINANCIALLY

SELF-SUFFICIENT OR SCALE BACK EXISTING

PROGRAMS TO PAY FOR NEW INITIATIVES. THIS IS

WHAT | PROPOSED WHEN | CALLED FOR A 5%

REDUCTION IN FOREIGN AID SET ASIDES.
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THE FREEZE

O CHAIRMAN ROSTENKOWSKI WAS PROBABLY ALSO

RIGHT, POLITICALLY, IN REVIVING CANDIDATE BUSH'S

PROPOSAL FOR A ONE-YEAR FREEZE IN FEDERAL

SPENDING WITH THE EXCEPTION OF MEANS-TESTED

POVERTY PROGRAMS.

O AFREEZE IS NOT THE BEST POSSIBLE POLICY; IT IS

SIMPLE CRUISE CONTROL. IT DOES NOT DISTINGUISH

AMONG PROGRAMS ACCORDING TO
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CHANGING NEEDS. IT PERPETUATES SOME

OBSOLETE PROGRAMS WHICH SHOULD BE CUT

SIGNIFICANTLY OR EVEN ELIMINATED TO PAY FOR

NEW PRIORITIES, LIKE EDUCATION AND THE DRUG

WAR. AND IT DOES NOT FACE UP TO NEEDED

STRUCTURAL REFORMS, SUCH AS THE PRESIDENT'S

MEDICARE PROPOSALS.

O MOREOVER, IT DOES NOT EVEN FREEZE

CONGRESSIONAL PAY. IF A FREEZE IS TO SUCCEED,

WE MUST ALL SHARE EQUALLY.
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O HOWEVER, UNLIKE MOST BUDGET SOLUTIONS, A

FREEZE IS EASILY UNDERSTOOQOD -- AT LEAST OUTSIDE

THE BELTWAY WHERE YOU ARE NOT AUTOMATICALLY

ENTITLED TO YOUR INFLATION ADJUSTMENT. AND IT

DEMANDS THE SAME SACRIFICE FROM EVERYONE.
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THE BUDGET PROCESS

O I HAVE ALWAYS BELIEVED THAT A PRESIDENT HAS

ONE CHANCE EVERY FOUR YEARS -- THE FIRST YEAR

OF EACH TERM -- TO ENACT TOUGH PROGRAMS, LIKE

THE FLEXIBLE FREEZE, TO DEAL WITH OUR BUDGET

DEFICIT.
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O UNFORTUNATELY, AS YOU KNOW, LAST YEAR WE

BASICALLY TOOK A WALK ON THE DEFICIT. WE SPENT

10 MONTHS AND DEVOTED OVER 60% OF OUR ROLL

CALL VOTES IN THE SENATE TO REDUCE THE DEFICIT

BY ONLY $16 BILLION.

O THESE WERE NOT TOUGH VOTES. WE FOUND $500

MILLION IN LOST FOOD STAMPS; WE ACCELERATED

MILITARY PAY DATES -- AND WE NEEDED FOUR

MONTHS OF SEQUESTER ON TOP OF EVERYTHING

ELSE.
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O THIS YEAR WE NEED $36 BILLION -- MORE THAN
TWICE AS MUCH -- TO MEET OUR GRAMM-RUDMAN
DEFICIT TARGET, EVEN UNDER OMB'S OPTIMISTIC
ASSUMPTIONS. AND DIRECTOR DARMAN NOW SAYS
WE MAY NEED $15 BILLION MORE!

TAXES

O | HAVE ALWAYS INSISTED THAT TO REDUCE THE
DEFICIT WE SHOULD LOOK TO SPENDING CUTS AND

NOT NEW TAXES. THAT IS WHY | BELIEVE THAT
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GASOLINE TAXES SHOULD BE RAISED ONLY IF THE
REVENUE IS USED TO REPAIR OUR CRUMBLING
ROADS AND BRIDGES.

O  MOREOQVER, | DO NOT BELIEVE THAT THE PRESIDENT
WILL ABANDON HIS PLEDGE OF "NO NEW TAXES" TO
RAISE INCOME TAX RATES, EVEN AS PART OF A DEAL
LIKE THE ROSTENKOWSKI PACKAGE. INCOME TAX
RATES ARE THE POLITICAL CRUX OF THE NO TAX
PLEDGE. WHEN PEOPLE HEAR "NO NEW TAXES" THEY

UNDERSTAND NO INCOME TAX INCREASES.
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O HOWEVER, THERE ARE WAYS THAT WE CAN RAISE

REVENUES WITHOUT RAISING TAX RATES. CLOSING

TAX LOOPHOLES IS ONE WAY. CUTTING CAPITAL

GAINS RATES MAY BE ANOTHER, DEPENDING ON

WHOSE ESTIMATES YOU BELIEVE.

CAPITAL GAINS

O  THE ROSTENKOWSKI PLAN HAS PUT CAPITAL GAINS

ON HOLD -- FOR NOW. HOWEVER, CAPITAL GAINS IS

HIGH ON THE PRESIDENT'S PRIORITY LIST. AND IT
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HAS THE SUPPORT OF A MAJORITY IN BOTH THE

HOUSE AND SENATE. SENATOR MITCHELL WAS ABLE

TO BLOCK A VOTE LAST YEAR, BUT | DOUBT HE CAN

FIND THOSE VOTES AGAIN, ONCE A BUDGET

AGREEMENT HAS BEEN REACHED.

O THE PRICE FOR CAPITAL GAINS RELIEF IN THE

SENATE MAY BE A SAVINGS INCENTIVE, AS

PROPOSED BY THE PRESIDENT, OR AN EXPANDED

IRA, AS PROPOSED BY SENATOR BENTSEN.
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THE DEFICIT AND THE BUDGET PROCESS WILL

CONTINUE TO DOMINATE OUR AGENDA UNTIL BOTH

CONGRESS AND THE PRESIDENT FACE UP TO THE

TOUGH CHOICES.

O THANK YOU.
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