Ronald Reagan Presidential Library
Digital Library Collections

This i1s a PDF of a folder from our textual collections.

Collection: Blackwell, Morton: Files
Folder Title: Budget Resolution Endorsements
Box: 3

To see more digitized collections visit:
https://reaganlibrary.gov/archives/diqgital-library

To see all Ronald Reagan Presidential Library inventories visit:
https://reaganlibrary.gov/document-collection

Contact a reference archivist at: reagan.library@nara.gov

Citation Guidelines: https://reaganlibrary.gov/citing

National Archives Catalogue: https://catalog.archives.gov/



https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/archives/digital-library
https://reaganlibrary.gov/document-collection
https://reaganlibrary.gov/document-collection
mailto:reagan.library@nara.gov
https://reaganlibrary.gov/citing
https://catalog.archives.gov/





































N

Summary of Bipe

May 24, 1982

:isan Package

FY 83 Impact:

o

$76 billion deficit reduct

$103 billion.
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74 percent of total packac

Balanced distribution of :
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Non-defense discretion
Targeted entitlements.
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education and social programs but still achieves
$14 billion in discretionary and entitlements savings or 67

categories.
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programs, but still per
carry forward defense r

Assumes no change in th
in basic business depre
investment and new jobs

' Three-year Impact (FY 83-85)
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Puts deficit on a steac
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103
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with $293 billion or 7

"percent of the President'~ proposed savings in these

of $10 billion in pay and
ercent real growth rate to
g program.

of individual rate cuts or
reforms designed to spur
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POLICY CHANGES: COALITION

Totals 1983-85

Senate
1983 1984 1985 - Coalition Budget 4/ Passed
1) Ba ne Deficiticeeeccees 182.0 216.0 232.5 630.5 630.5 630.5
istments ictual
A an  su nentals
: n base vecscson -0.5 -0.7 -0.4 -1.6
:r adjust ceccscee -0.21/ -- — -0.2
2) Ad 1sted Basell ...ceeess 181.3 215.3 232.1 628.7
Defic
3) 3.1
4) 6.0
5) 7.3
6) U
7) 6.2
8) ‘4.4
9)
2.0
10)
11) —s e
12) 2.3
13) Interest rateS....ceoccceee Veu —_ - 54.9
]
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.POLICY CHANGES: COALITION (continued)

Totals 1983-85
President”s Senate

. - 1983 1984 1985 Coalition Budget 4/ Passed
14) bt SerVICe..viveeeeennss 6.9 17.8 30.5 o 55.2 45.6 5/  46.3 5/
15) Credit Budget.....eoeeeeas 2.1 2.5 2.4 7.0 &/ -=-
16) Total Deficit : ction... 86.2 143.1 194.6 423.9 260.5 357.5
17) :maining Defici ........ 95.1 72.2 37.5 204.8 ‘ 370.0 273.0
1 ) 't of $182.0 for unknown reason.

2

3

4 tal includes $7.0 billion of savings for certain socise

s . cetir ien nc  jevera’® 1andr*-=- ~v~nvame that are not

shown on the tab.ie.
S/' ! bt service savi (s for the President”s budget are estimated by CBO using CBO pre- policy
interest rates. Deht service savings for Congressional alternatives are estimated using post—pollcy

rates, which are 2 percentage points lower.
6/ resident”s Bu : has §1.8 billion in credit budget outlay savings for 1983. Figures for 1984
and 85 are unavai e,
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TO: Dick Darman

FROM: Ken Duberstein

"As we discussed, you may want to
circulate this background “ ct sheet/
status report on the Balanced Buc :t
Constitutional Amendment to our

legislative strategy group (expanded)
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

April 28, 1982

BALANCFD BUDGET CONSTITUTIONAL AMENDMENT

S.J. Res. 58 now has 53 co-sponsors (39 Republicans and 14
Democrats). The principal sponsors are Thurmond and Hatch.

H.J. Res 350, as of Wednesday, April 28, has 201 co-sponsors
(147 Republicans and 54 Democrats). The principal sponsors
are Conable (R-NY) and Jenkins (D-GA) .

S.J. Res 58 and H. J Res 350 are identical..

To pass, 2/3 of those present in the Senate and House must = - ';
vote "aye." .

32 ' .tes have endorsed a‘‘call for a Constitutional Convention.
34 are required for-a Convention. 38 states required to ratify

" under this approach, which is the ‘same ratlflcatlon process
requlred under the leglslatrve approach. :

.'S’ace-lBGO, there has been:on1y~onewbalanced Bﬁdgef.‘
What S.J. Res 58 and H. J. Res 350 do:

SECTION 1l: Prior to the beglnnrng of each fiscal year, Congress
must adopt a statement of income (recelpts or taxes)
and expenses (outlays) for the upcoming fiscal year
which provides that income cannot exceed expenses.
The Congress and the President are charged with ensuring
this.'is adhered to. IZf..the Congress wants to amend
**is ¢ 7~ 7. the year, both the Senate and House must
concur and 3/5 of the whole number must support such
a waiver. 261 hard votes in the House and 61 hard
votes in the Senate.

SECTION 2: Provides that taxes cannot increase any faster than
national income. In other words, the budget can't be
balanced simply by raising taxes disproportionatelv.

Senate) .

SECTION. 3: Provides that Congress may waive the budget balancing
provisions for any fiscal year in which a declaration
of war is in effect.




SECTION 4:

SECTION 5:

SECTION 6:

On May 19,

Provides that Congress may not require that the

states engage in additional activities without ct =
sation equal to the additior -1 costs. 1In oth  woras,
e st " "3 ~72 protected from ° Fe¢ shifi‘-g

expensive programs to them without prov1d1ng
financing to support such. programs. = -

Total receipts shall include all receipts of the
United States except those dérived from borrowing
and total outlays shall include all outlays of the
United States except those for repayment of debt
principal.

This ar*“cle shall take effect for the ¢ > 1
fiscal year beginning after its ratificationm.

1981, the Senate Judiciary Committee reported

S.J. Res. 58 favorably 11 5. It is now ready for Senate
‘Floor debate.- : o e . )

" In the House, Chairman Rodino of the House Judlclary Commxttee,
is purposely delaying-committee action. Tl

. -
O

. 0




EX C CE OF THE PRESIDENT
F MAN. EMENT AND BUL T
WASHINGTON, D.C. 20503

May 20, 1982

Dear Editor,

Il “ieve you w'*" find interesting Dave Stockman's recent
testimony on the pro 4 balanced budget constitutional
amendment.

Sincerely,

ot D /.

Edwin L. Dale, Jr.
Assistant to the Director
for Public Affairs






The truth of the matter is that in spite of conti: ial

efforts to limit spending, the Federa! budget is out of control.

This is not the consequence of the Administration's tax policies
or its defense policies. Administration policies restore = «
burdens and defense spending to levels measured against GNP that
prevailed during the long period of national productivity and
national defense strength from 1946 to 1973.

The tax policies in the FY 1983 budget hold the
government's claim on income to about 19 percent of GNP --
slightly above the level of the post-war period. Similarly, the
defense share 6f GNP will stabilize -- even after the full
effects of the build-up are felt -- at sligﬁtly over 7 percent of

GNP. This is lower than the share during the 1946-73 period.

Historic Level| Long-Run
1946-73 Reagan Policy
Tax Share Oof GNPucesooseow 18.1 18.6
Defense Share of GNP..... 8.9 7.3

In fact, the driving force behind the present fiscal
disequilibrium is non-defense spending, which grew steadily
_iring tt 1 ¢ ] . (s 7 ir _ ,
still carries forward enormous residual momentum despite our

efforts to reduce its growth.



Non-Defense Spending as a 1are of GNP

Period Percent
1946=54..cc0ccescctenvscans 8.5%
1955-64..ccevcccccaccnocaas 9.3
1965=76ccccscccsccscscccans 13.0
1977-81l.cccvcccoccccsncscns 16.7
1982-83..0ccvaccccscscnccss 16.7
1984-85 (baseline)...cceees 17.4

. As can be seen from the above, non-defense spending grow '
accelerated rapidly during the past decade. Outstripping the
growth of‘both inflation and real output by a wide margin, its
real claim on GNP grew by 4.4 percentage points from 1971 to
1981.

This rapid growth occured in almost all categories of
non-defense spending.

Discretionary spending for education, employment and
training, social services, law enforcement, community
development, and the like grew from $44 billion in 1970 to §$148
t"“1lion in 198l1. This represented an 11l.3 percent annual rate of
growth, cc__ 1 to after~tax income growth of 10._ percern

The medical and means-tested entitlements grew even more
explosively} rising from $17 billion to $91 billion in less Lo
a ¢ cade. This amounted to a real growth of 9 percent a year,

compar | to real national income _ vth 3. e



Finally, all non-defense entitlement spending, iﬁcluding
Federal pensions and social security, simply sky-rocketed out of
control. In 1l years, annual outlays increased by the sti ering

sum of one quarter of a trillion dollars.

Explosion of Non-Defense Spending Growth

Durina 1970s (in billions)

Growth Rate

Budget Component 1970 1981 Nominal Real
Discretionary.cecevececocees $44 $148 11.3% 3.3%
. Medical and Means-tested
Entitlements.....cccv.0n 17 91 16.2 8.8
All Non-defense Entitlements 60 292 15.2 7.8

Were this a temporary aberration, it might be concluded
that the passage of time, the emergence of more responsible
fiscal attitudes and a better political climate could cure the
problem. But a look at future budget projections and current
spending control proposals pending in the Congress indicates that
a more powerful and reliable fiscal control mechanism is needed.

Under current law, the Congressional Budget Office

1 wi'l : Lo
fiscal 1983, and $1.2 trillion over the next three years. ..aat
huge sum embodies the essence of the fiscal problem and def: it
crisis now upon us. Yet in the face of triple digit deficits and

1 1= " f entitlement spendir - reachir_, 1/2 trillion a year in



fiscal 1987, the House ~1dget Committee last week proposed a
three-year budget that reduces these massive prospective

expenditures by a paltry 1.3 percent.

Nnn ~“>fense *ntitlement Snending
vwdeadys 1n o.llions of oullars)

Total
1983 1984 1985 1983-85
Baseline, Non-defense
Entitlement Costs...... 359 387 424 1,169
Proposed Net Savings,
House Budget Committee. 2 5 8 15
Savings as a Percentage
of Baselin€.e.veeceesees 0.7% 1.3% 1.8% 1.3%

The implications of these figures are clear. The future
will bring either continued intolerable high deficits, or massive
tax increases on already over-burdened taxpayers, unless
something is done.

There is, of course, no substitute for responsible fi: 1l
decision-making. But trends of the last decade and attitudes

o I it el ¢
process itsel_ is bi Ly out of balance : 1 :air a
inherent bias toward excessive taxing and spending and chronic

deficits.



This was not always the case. For many years balancing
the budget was considered part of our "unwritten constitution.”
Excessive public debt was considered dangerous. When deficits
were incurred as a result of foreign conflicts or brief
recessions, efforts were made to repay them expeditiously. The
Civil wWar, during which the national government incurred eno: (s
debts, was followed by 28 years of surpluses. Ten years of
surplus budgets followed the deficit spending of World war I.
The fiscal norm during peacetime was clearly a balanced budget.

The deficits of the Great Depression were followed by
deficits of World War II, and in subsequent years the view { at
deficit spending could be used as a tool of economic policy first
competed with and finally swamped the earlier commitment to the
norm of balanced budgets. The budget has been in deficit in 26
of the 31 years since 1950.

In addition to using the Federal budget as a tool of
economic policy, the government became increasingly involved in
social welfare, and the Federal government funded programs that
in health, education, and a variety of welfare services that
would have been considered fundamentally inappropriate in earli.
years.

The fiscal norm of a balanced budget, once an unwritten

b | ’
spending. Federal spending has risen to 23 percent of GNP frc._.

3 perc¢ 1t in 1930, and taxes are over 21 r :cent of GNP.















l) A Const‘*-~“‘onal Amendment, i< it is to restore

balance, must restr=in both deficits ] tax growth. Bal: :ir

the budget in itself is not enough. It would not restrain the
political pressure for higher spending and could lead to
continual increases in the share of the nation's output consun 1
by the Federal government.

H.J. Res. 350 does restrain both deficits and tax growth.
It limits growth in téxes by requiring that the increase in taxes
in any given fiscal year be no greater than the prior calendar
year's growth in national income. It thus ends automatic
increases in the tax burden. 1In the absence of legislation
cutting tax rates, taxpayers have experienced annual increases in
tax burdens without explicit action by the Congress to raise
taxes. Under H.J. Res. 350, this could no longer occur. The
budget could not be balanced at whatever level of spending the
Congress happened to support simply by increasing the tax burden.

H.J. Res. 350 restrains deficits by a combination of two
of its provisions. First, Congress must plan a balanced budget:
planned outlays must be no greater than planned receipts. This
is the fiscal norm of a balanced budget.

Second, H.J. Res. 350 requires that actual outlays not
exceed planned outlays. This is an absolute requiren 1t of the

1 | but :

tax increases limited to the growth in national i:
overcome by other provisions of the amendment, but this norm

cannot.
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3) Pinally, Constitutional fiscal orms .. ist be

enforceable. H.J. Res. 350 accomplishes this by enforcing

outlays, requiring that actual outlays not exceed statement
outlays. Outlays are under far greater control of the Congress
than receipts. The proposed amendment places no requirements on
actual receipts; they need not equal or exceed statement
receipts. Nor does it require an equivalence between outlays and
receipts in a given fiscal year. The amendment is silent on how
this fiscal norm is to be achieved, except to say that "The
Congress and the President shall ensure that actual outlays do
not exceed the outlays set forth in such statement."” The
legislative history of S.J. Res. 58, the Senate counterpart of
H.J. Res. 350, notes that this clause is intended to impose a
mandate on the President and the Congress to monitor the flow of
actual outlays and to take such steps as are necessary to prevent
actual outlays from exceeding statement outlays.

It is sometimes argued that meeting the outlay norm of the
amendment would be extremely difficult because a major portion --
over 75 percent -- of the budget is uncontrollable. This is :
the case. The only truly uncontrollable item in the Fec¢ al
Budget is interest on the national debt -- about 12 percent of

outlays in the current fiscal year.

Congress demonstrated that it is possible to contr L "relatively
uncontrollable" spending when it cut entitlements by nearly
$40 billion over fiscal 1983-85. This is a small start, but it

tt.














