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'ie 1Vould hold hearings - perhaps ithin two or thre.(l 
mIDiths - on proposals pending in Congress to ban deficit 
~u.rdgets by the Tederal government. 
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Part of the prodding effect of requests from the state.s 
1mr a constitutional assembly results from a fear of the 
l.Ulllknown. There are few, if any, clear answers to myriad 
·!Ulf81 questions that would surround the calling of a conven-
1tiim to propose amendments to the Constitution. 
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Apprehension that such a convention would become a 
IJ1lllaway and propose rewriting the country's fundamental 
ih.w prompts some legislators to seriously consider proposals 
· ates want added to the Constitution. Not all legal schol
ams, however, believe that a constitutional convention is 

:ch a fearsome prospect, but that does not detract from 
tllte motivating effect of state convention calls. 

The direct election of U.S. senators is the most notable 
a:ample of how a constitutional convention drive by the / 
.slates helped spur Congress to propose an amendmeht on V 
·ib own. In the 1890s public sentiment grew .for popular 
e'kction of senators instead of election by state legislatures. 

In 1900 the House voted 240-15 in favor of submitting a 
darect election amendment to the states, but the Senate 
still would not act. That failure provoked states to call for·a '\/" 
aimstitutional convention to propose the direct election 
1llllll.endment. As state convention calls approached the 
required two-thirds by 1912, the Senate - with many of its 

Signing the Con,litution in 17111. \Will there be a second constitutional conventionl 
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Convention Drive· 2 

members by then designated in preference primaries -
relented and the direct election amendment was submitted 
by· Congress to the states. . . . . 

Action by Congress submitting const1tut1onal amend
ments to repeal Prohibition, to limit a president to two 
terms al)d- to provide for presidential succession in case of 
the chief executive's disability was in each instance pre
ceded by national convention calls from a handful of states. 
In the late 1960s and early 1970s more than a dozen states 
asked for a constitutional assembly concerning a federal 
revenue sharing program. Congress established revenue 
sharing by statute in 1972. 

While other political forces also were at work in each of 
these cases, the constitutional convention calls provided 
Congress with concrete evidence of serious interest in these 
issues among the states. 

Amendment Methods 

Constitutional Uncertainties 
Every time a drive for a constitutional convention 

approaches support from the two-thirds of the states re
quired, questions and fears are brought out of hibernation. 
Arguments on the disputed points are s.pirited because the 
debates of the 1787 federal convention. Supreme Court 
cases and congressional procedures offer o.nf,y limited 
guidance. 

U.S. Constitution, Artide V 
"The Con ess, whenever two--third5.., '.of both 

lY>uses shall deem it necessary. shall i!!'ll'OJ!mle' aniend
m'ents to this Constitution, or. on the rll'i_'I/Dlim1'i:ion of the 

· legi.slatur s of two-thirds of the seueraJ. statJ,>s, shall co'll 
a convention for proposing a.mend;i,zunt which, in 
eit her case, shall be valid to mil in eDl aiu:i purpr es, 
as part of this · Constitution, wheJ..il ratffied by the 
legislatures of three-fourths of the s.eNeral ~ates, qr by 
conventions in three-fourtlMi therool.', as die one 1r the 
other mode of ratification may be propos J.i by 
Congress .. .. " 

The d',e!t.aifs of caUiqg a new constituti nal convention 
are perplmng not only tomodern-d~y politicians and legal .j 
scholars. "Dtey also were puzzling to fonner President 
James MaaH.oon. a memba aif the 1787 fede l c@;r:v.ent ion. 
Madison witdl his fellow lidegates that. ·h-a hai I objection 
to providmg. fi a convm.twn to prQpose 11 ;1endments, 
"except on]!ytbat difficulfes .nnight ass'1,as tot! a form, the 
quorum etc. whr<:h in co~t'mtional r~L'lf~tiom ugbt to be 
as much a:s possible avoicruL". 

Birch ia.yh~ D-Ind.,:::tllm~man of the Senatl Judiciary 
Committee's Constitution Sb bcomniitt,ee, has poken of 

"We'm,e -had on 
one c0n itutiorm 
conventi.0.n £and it f;IJ1; 
wp the ,.ticles 
Confede:mon. " 

-I& . Don Edwa 
D-0 . •. 

the balanm tiion drivea · threate 1·· a 
constitutim cnrisis." De .dwards, OOilii~if., chai ,

1 .n f 
the HouseJluli ciary Cm mit~e•s Civi 'd Consti l .,.,,J 
Rights Sulmmumittee, . ,o is :alarmed . y the spec~l rof a 
constitu:tiorall · assembf, . 

"Thelf'i .no assu; nee that [a cE>nstitutional om~· ·m1-
tion] couli:inot ."be a ru way," Edwards·told Congresimal 
Quarterly. " ·•e've ha, only one constitutional conva n 
mid it tor.eu the Ar !es of Confedel'ation." 

But tiatt1lrepidal a is not sharer! f1>y a special, c~;i
t.utional cm ntion f • jy committee di ttie Amerie-,m'.Bar 
Associati (t:ABA). t- 1e committeeh .report, whreh W3S 

adopted inM.ugust 1 i 3 by the AB.A,. flaicl the con·vmti on 
method 6f ~oposin 1mendments could · be "an •~rly 
mechanismoo. effect' ,t: constitutional chamge when cin.>atn· 
stances rtn · e its 1 " 

"The ,mge c a icalism doe,; a disservice k.> tlhe 
ability oft f: statr md people to ac.t responsib\y when / 
dealing wt:fiht ~he C, t1tution," the ABA report col!l.fineed. · ✓ 
In any e t , the r rk of a "runaway" convention w.ol'lld 
:require tnef. ppro, r of three-fourths of the states. 

Seve t..20th 1 • tury drives for constitutional ic1nven
tions gaile1ld subst • /ial support from the states. Eacht time 
questioru-w 1ere ra ed about how such an assemb'1 NOUld 
operate. 

So · 'have c' · med that the effort for a constit:r.ztfonal 
conventom on < ct election of senatms obtail, · th 
neces ry two-th ' s (31 of 46 states in 1911), bu 
unclea whether Jt ·at ,actually occurred. One a 
study as ident• 30 states that made applica.til. 
constitut' nal c ·,erttion from 1901 t.o 1911. An 
lutiau by the Wyoming Legislature apparently " · re
quest for passa ·· by Congress of a direct-electio11 am.end-
ment rat! er ti r1 an application for a conventiaa c.,11 the 
suliject. 

From 190 Io 1916, 26 states req,11Iested a comttitatdonal e 
convention tc J ropose an amendment prohibiting p,olyga-
m.ous marria· ;. 
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Convention Drive • 3 

Long ountdow· for Conslituf onal Convention 
The National '11.'ll!lcpayers Union lists ' ·7 states as 

!having called for the assembling of a nat i J al constitu
t onal colilvention to w.ropose a balanced · it,eral budget 
J1mendment. 

The NTU count · eludes Alabama, J i mna, Ankan, 
..es, Colorado, Delaw.a,re, Florida, Georgi , Idaho, Kan• 
sas, Lo ·siana, Mfil'.'!land, Mississippi, • ebraska ,, Ne
mda, .New Mexico,, N orth Carolina, orth fiti.llnta, 
Okleho a; Ori!gon,. Pennsylvania, · E ~ th Cmnllrra, 
South Dakota, T-eru:1essee, Texas, UtB , Virginia , and 
Wyoming. . 

Ida o, which approved a conven op ap:glication 
Feb. 13,1 is the most recent addition Jo the list •. The 
Senate and the Honse of the Iowa Uegislatun-c ve 
passed applications in different form . nd no :nust 
reconcile them. The NTU does not count tHre !957 
application of Indiam1. 

Thai total listed! by NTU is seve 1· short cfi' re 34 
states required to c:onvene a constit t ional £'1'68.en:bly, 
but several factors mBke the calling o! t,uch a co:wertion 
less imminent than it might first seeln . 

First, the validity of · several o the apµ li:canons 
listed b)I the N'IlU e.i..e subject to challenges in Q;foIUfess. 
Seconcf,Dat least:three states say th1U ~heir aw.J.ii:aanons 
would . become ·voi<i lif Congress. on its o~ Pl'UlllOleS a 
balanced budget amendment. 
. One, of the st.Lat's whose ;;uflteat ap'plicatium might 

be cor,Ja;ted as ·liulid is NelCv-d dts 1977 cum;uertion 
resoluicitm was •rvtned by the!~ g,wernot. 
· NT0 officia: s:encede thm;trfueapplication.,-uf . rth 
Dako a snay ha· tve;a-lidity probflem because it .,db snot 
speciii ally ask Collgress to oar.ii conventiont _mu1l be
-cause, no provit ·· was made: f& - it tQ b~ e J!il to 
Congrnss. An em;mts under ws~i' ·orth Dako·ta tttiJl)aSS 
an app lj:cation tnlmi epairs th•* defects; 

In th Eh1940s at •.,;id950s a sul1st::attial drive wa s lJXll:tUe to 
call a amotention , .. .tcdeal withi lj11fl limit!l,tion o'f :foderal 
taxes, bt Uk numbc:o t.states rei¥~:ahrl their appl ieab ms. 

By c, m::count 33"' 1:lttes (one sn, of the necessary two
thirds) ltsil&applied "y )l969 for a.1,<nUBf.itutional c1@n eiltion 
t o allow ;;least on,. buse of ei>..1dh te legislatu re to be 
apportiot m on a l~iJS other li b.an nopulatiotll, m en as 
geograph~•'f>r politic&.a.lmbdivisi01ns. · 

That drive pro~ ptd former :SP.n.ian:i J . Er'Y'iD J?_, D
N.C. (194S::.1974), ~..-ointroduce 'l~ion in 1967 that 
would esti.i.blish procoo'1l~s for call1i,:wm-<!_running a consti
tutional convention 'Thb Ervin ilE;giShtion did l!lot pass. 
(Backgrouad, 1967 €';f;A,lmanac jQ 4 611) 

Ervin, again intro:t:!Jlced the pme-edlilEs bill in -1969, but 
110 action was taken. 

The · .. orth CarolinaJ senator Er&,a 11atter luclc in 1971 
_ •• hen it p.a.sed the Senate by an IM-(0-inte. The House did 

.. Rtit act on the bill. (Bac:J.ground, 1971 ~ Almanac p. 758) 
In 19~ the Senate passed the Erm procedures bill by 

a unanimous voice vote;! but again, 'ilia House took no 
adion. 

Bills sil:O'ilar to Ervin's have be~ introduced in the 
96th Congress, but so fart have not 41.ll'Ol!Sed great interest 
frb.n key legislative leaders. An aide t o .Bai h said it "would 
be)1111tting the cart before the horse" to tiuld hearings on a 

Sevem l appl'i:tr.:itions,. particularly Delaware's, might 
be challe1111ed bec:nuse they appear to attempt to limit a 
const itut!fonal oi:l!)i9:ventio.n to considering only certain 
specific language .. A s t\\J.dy by a special American Bar 
Association committee cond uded that it would be 
invalid to, take ern,•-ay from a convention its deliberative 
functiorn. 

If C~;.i.gress were to sub mit its own balanced federal 
· b dget, a:i111endment, it appears that several state appli

cutions 1wnuld no longer be in effect . The resolutions of 
Thoth Kamsas an d South Dakota state that their calls 
"'shall ruo longer be of any force" if Congress submits 
Slllch &\".1 ·amendment. The Tennessee application says if 
1llie Cir,~·igress .:approves a balanced budget amendment 
Jjillior 1tr<J 00 days after 34 states apply for a convention 
fllh.en ti.he conv,ention is unnecessary and should not be 
hW. -

The NTU count is not accepted in all quarters of 
C'cmgre.ss. The staff of the Senate Judiciary Committee's 
O mstitution Subcommittee reported on Feb. 6 that it 
found in its files only 16 applications that appeared to be 
in good order. But that number did not include docu
ments from the five states that have passed convention 
requests since Jan. 1. 

Although the NTU last summer listed 22 states as 
requesting a convention, the drive did not receive wide
spread national attention until California Gov. Jerry 
B rown said Jan. 8 that he favored a convention if 
Congress did not approve its own balanced budget 
amendment. 

While Brown's comments brought the drive more 
notice, the attention is likely to focus greater scrutiny on ;,.. 
the merits of a balanced budget amendment itself and on 
the convention method to achieve that goal. 

-By Charles W. Hucker 

convention procedures bill before scheduling hearings· on 
balanced budget amendment proposals themselves. 

Edwards also is reluctant to have .his civil and consti
t utional rights subcommittee explore the procedures bills. 
"We have never felt it was significant enough to hold 
hearings," Edwards said. 

Edwards also fears that passage of a procedures bill 
would. encourage the push for a constitutional convention. 
" Anything that encourages this sort of utilization of Article 
V is unwise,". he sa.id. 

The ABA's special committee endorsed congressional 
action to enact a statute dealing with convention proce
dures, but criticized -several items in the Ervin bill. 

Legal Questions 
. The legal questions spawned by const itutional .conven
tion drives provoke little agreement as to their answers . 
Some questions have given rise to diametrically opposed 
answers that often appeal to the same precedents. Among 
the constitutional uncertainties: 

Valid Call. What constitutes a valid call for a conven
tion by the required two-thirds of the state legislat ures? 

There appears to be littli! dispu;te that the petit ions of 
the state legislat ures must specifically ask Congress t o call 

COPV.IGHT 1979 CONGRESSIONAL OUA.ltTERLY INC. 
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Convention Drive - 4 

a national convention for proposing aipendme·nts. A legisla
ture's resolution stating merely that it favored a certain 
amendment or asking Congress to submit an amendment to 
the states would not be sufficient, according to the ABA. 

The ABA study doubted that an application would be 
valid if it proposed a specific amendment, giving the 
convention no function other than to approve or disapprove 
its specific proposal. Yale law professor Charles L. Black Jr. 
contends that t~e Founding Fathers intended any conven
tion called under Article V to be without limitation, and 
that applications calling for a convention limited to a 
specific subject are not valid in that light. -

The qt1estion also arises whether applications must be 
identical_ in their w~,. ing and, if not, how similar must they 
be. And if conven . may be limited to one subject area, 
how closely worde must the applications be in order to be 
considered valid? 

The validity of a state's application could be thrown 
. into qoubt if it had not passed both chambers of the state 
legislature in the same form or if it was not properly 
certified by state officials. 

A state's application also might have trouble being 
counted as valid if the resolution were not sent to Congress. 
"We cannot count what we don't have," commented a staff 
aide to Bayh's Constitution Subcommittee. 

Time Periods. In what time period must the required 
two-thirds of the states submit their resolutions? 

The Constitution says nothing about this, but the 
Supreme Court has upheld the right of Congress to set time 
periods for ratification of amendments it has proposed. A 
1973 Senate Judiciary Committee report on the Ervin bill 
said that the applications for a convention should be 
"contemporaneous," but it is unclear what period would fit 
that standard. 

State Rescission. Can a state rescind its own previous 
call for a convention? 

The Constitution is also silent on this question, but the 
Ervin bill and the ABA study both endorse the right of 
states to rescind their applications. 

Congre88' Role. If the required two-thirds of the 
legislatures apply for a national constitutional convention 
is Congress obligated to call the conventioR? 

Once the previous three questions are answered in the 
context of a particular convention drive , this question 
would become easier for Congress to answer. If Congress 
determined it had received valid applications from two-
thirds of the states, the explicit languange of the Cons ti tu-
ti on suggests that Congress would have no choice but to can 
the convention. 

However, Congress' determination whether it had valid! 
applications from two-thirds of the states might be chal
lenged, and it is unknown whether the <;ourts w:ould coo
sider Congress the final judge of those petitions. 

It has been argued that the phrase in Article V "shJ!l\l 
call" may be interpreted as " may call" for all practical 
purposes because the courts are not like: y t o try to enfoJiCe 
the obligation if Congress wishes to e ade it. 

Convention Scope. Does Congr have the power t o 
limit 1 he scope and authority of a cons.titu :onal conventiion 
called by the states? 

This is probably the most debated.- question surroll!ld
ing t he calling of a constitutional convention and the om: .on 
which opinions are the most vehement and d:iivided. 

The ABA study and the HJ73 Senate Judiciary C:Qm
mittee report support the view that Con gress can limit the 
subject matter in convening a conve.;ntion . 

"'A failure to q)rovide for such limita:tilln uld be 
incon.sistent wit h the p urposes of Article V itn~, indeed, 
would destroy the pnssil'bility of tlae use of ivt convention 
method for proposing aimendmenta," the 1973: Seoate com-
mittee report says. . 

Tb.at view appareu'J!j' is supported by m~t bf the state 
legislatures. VirtuallJ al. state applic&t ions for -c,:>,0ventions 
made in the 20th centUIW foave beeri. lia1ited influpjedt area. 
Indeed. one state CU11;antl''7 calling imr a conTeriUOD on a 
balanced federal budx-.t-q>.iecificall)t, 1:eclares th.at t:~ ,appli-

. cation is n.uH and voiiiif C ngress dtJl'...s, not limiti nven-
tion to that :subject. 

AU.orney General Grillfin B. Bd'l1 also beii,,yg·,.. that 
Congress can place linits,an a con!ltti.ntional c~v~tion. 

Yiale-'s Black andot'lreJ.1s take a b ;ally oppos: ·view. 
Black believes that tilie. lax:-}guage of ~rticle V £efers to a 
conventi'On '"for propsii - ;such am1u .dments as ~ that 
convention seem suiiible• for being .troJ)Osed,'{11 in, "Jth.e 
words,•~ Hf" mitable ·OJlvewtion . 

The l1S7 federal con ention ha., been ci~ s an 
example of a body tht~e eeded itswiuthority. (Al ress, 
acting :unde11: the Artices •ofi Confedera-ilf.on, called:ta ei1787 
convention "'!for the soieal!ld express.p ';><)Se of rec ·- · the 
Articles of Confedeatu,.n .. " Inst.a the co , tion 
scrapped! tht1 articles .-Hpn oposed a ftl:: ,w constitu t · 

Th t9Ji{3 SenateJ d iary Connilittee report 
that the. ev,ents of 11 au ~ not a ~ .1d preced t 
modem-day· ,conventioneu:~ eding itSl ,1thority. 
ate comrn:i.tlltee report DC>es- . that the:\td .tides of u 
ation did m<ilt have a is factory 1m.-1:,ns of a1 iw1 
(unanitm0usi :approval ofth'e,-. states w.u. ,·equired) , 1 

gress ap,p.110::ved the ne ~ons.Uitution we.-;n it sub1 · 
the state~ frar ratificati 

Re,..esemtation. H~•,w rould deg; ,tes be a ri r,rtioned 
among .tBe $tates for l\\°:or,st r. itutiona~ mventio · ! 

Agan t.Jhe Constitba:l is silenbDt\ this pc ~ , At th 
1787 c<JLvemt ion each. t;Ue.< had onl)() , ,ne vote ' IH t there 
were di~rJmg numbers-;6£1 ~ egates ftm .. J the va: f 11.'s states. 
Ervin ilitiiti\ly favored ltls · -idea, butalJ;:er chru· i( " I his bill 
to provill.ic fC>r a conventi t;.f.ving eael, ate tb 1mber of 
delegatm, tlnat equaled_til· f:.enators add repreE- 1 i 1tives in 
Congrem, .and allowing.)aeh , delegate !ille voti 

Ho¥e,'llal", the ABAs'1t dy critiaa-~'ld tha 
being o.utmf line with thwm e man-N:t- voter 
SupremP C ourt and sug ed thata!l2l1lli stat 
the m.1m>lf!r of aelegatestli at equalid its m 
House llfi'JRepresentativas. 

CbJOJaing Delegate Hfow wouldlcelegate 
Tlia,~ uestion cou~e unswered ,by Con 

each ittr.te te> decide. Ervin nliill pro• 
delegltie,i to be electeciltt ·Iarge in each state 
electflfi from each conge~ sional district. 

, ethod as 
hi gs of the 
wuld have 
L ,rs of the 

e chosen? 
• or left to 

nd for two 
d one to be 

1!'he question alsoo .. ses whether-memb ;- if Congress 
won1d ~•e eligible to runf: ,r t he d elega te posi JI s. Article L 
Sect iov. 6, of the CoAtit . ··on prohibits mr- ,11 er of Con,
gress from "holdings: ny office under the \y" ed Stat es. .. 
However, the ABA study said it did n '>eliev& that. 
µ:ovision would be 1a b - to members of ,<"i11gress, bein 
delegates to a com1tituti nal con't tion. 

Prooedura 'ills 
Four bills introduced in the 96t h Co· . ~s attempt to 

provide answers to some of the' leg~! am' .i.rocedural ques
tions surroundiqg a ceinstitutinna con en tion. The bills 
have been introauced k,y Sen. l'T~ re Helll'ff!., R-N.C., (S 3); 

(/Constitutional 6io,h~tio ntinued on p-. 279) 
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Iv .pril 1978 the Natirmal Taxpayers Unic• (NTU) 
ed .s· "Co gtessional Spending Scores" fo .he first 
io·• of the 95th Congress, a rating the .gr p call$d 

-perl s the most far-reaching congressional v, ng study 
iduoed."' 
;ed on n1ore than lOOwotes, including th, J on ev.my 

app1 riations bill considered in 1977, the r ting was 
i 1 !d to call[ attention ta congressional "bit/ :;penders." 
" 1e results? Only seven senators and 42 epresenta

tivf · , .greed wit'h NTU more than half the ti 
· he reasoni becomes readily apparent. 
-Ne didn' f exactly taloo positions on t~ votes,"' ex

.pl( d NTU research director David Keatin "If it S!J.ent 
mt J y, we con~dered it a negative vote. If it: 1ved mo ey, 
l' t 't' .,, J .; poSl lVCo: : 

n other. words, the less members vot•J: to spenc!.l the 
b, ,+-r their scores - no matter what tEie isi:. Jes. In ei!ect, 
I',' ; 1 opposed, virtuall:,'\ the entir..e fisc 11 1978 f,ecli!ral 
b · .. :et. ' 

A simila:r.1broad 1; lSh, "anythi.r_g can .go fror.n the 
get" linc aof reasor.ti:hg underlies-NlIIU's curreniJ. .ram

) I :n for a eenstitutioi convention,-,t write an oommd
' ,· 1t that ~ d requiT ' E!lfbalanced ., M?al budget. 11\Jrd it 
! n part this· '/Jery lacklq)f definitiou,·rfilat has mad«: TU 

•1 largest J1d fastest ing orgs1-- .mioniil embod'llnent 
the "tax J(avolt" in . a :country. 

oad Brm pproa:e, 
NTU h from tiw.:xuto time, O~Rpored specific gosern

mt spenc!' ig proposB;.tl!li~ch as An::rltnR., the B-1 b~1mber, 
' leral instt ce for 1:bhenuclear irn, lHfzy and the -lSUper-
1 nic trans~ (SST).~ 

But the l()up's re l aitliely recerti1:Simngth and nrilional 
minence iii in the .;.!i·a tthat it b.as9ill1Ved as· a na ·qnal 

, mding bQcmi for a r...najr grass- ·o . movement tax~ 
.; 1ers ang d and fn·:1 ctated over · on· and ta; 

A large asure olin'N:'U's succ:ess ears to lfo in its 
i -t ootion t...tcall fedeJ-t>.At spending~. 'miut way it voids 
11\ reking fu.i>cmany Hpeific sperrc.li groposals, hich 

\d alien&'l:f«me inte,:restgroup or mmftier. At the me 
1 ? NTU ,,ubsumes idM'merits otf t3lili. ecific spe ding 

p ,10sals tell.ti taxpayrf.?h:'.<aament Ol'i'eriirllation and taxes. 
.A in ap·~ipg a pr.:inipal of lror.D!! ec~nomy - the 

"teed c e.ekbook - ,tdhe fedextll' •get, it advances 
kind Oli' 'solution \Wibl which :most Americans can 
tify. 

,' Ironically, white N~JID has lost f.mt7h i.' Congress' abil- . 
ity': cut t ·ei federal, liudget - 't..li.l1u, the need for a 
c itutional conventioon :._ it appe;!l:I!', wiling to ·defer to 
·C 1 · ress' judgrxient in me.ding such Cl!lt_rsafa constitutional 

m, dment iB adopted roqui.ring a W::ru.md budget. 

Badsround 
'11,~ Nal!ioml Taxpa, ers Union and tlr.e "tax revolt" 

have dcne wen by one arr0t ·er. 
f 't.nded in 1969, NTU was fighting · 't'!!teful" govern-

/·;; :It·· - B!YAlanBerlow 
~ ..... " .. :.r• 

1~here ail"e very I ew persons 
'\\7ho still think it is unimportant 
to balance the federal budget. 

lJnf ortunately, about 400 of 
;them are members of Congress. 
~ ..... ~~°""""_._ .. ..... -
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wt4AT YOU CAN DO 

A portion of a National Taxpayers Union ad that appeared in 
The Washington Post in 1977 urging Congress to pass a 
constitutional amendment requiring a balanced budget. 

"Proposition 13" movement, became a household word. 
But as NTU's 24-year-old executive director Grover 
Norquist noted, the group never had a high profile. As 
recently as 1976, Norquist said, NTU had only 20,000 
me ers . Since then it has doubled its membership annu
ally with about 100,000 members currently enlisted . ./ -· 

NTU · pent $1.1 million in 1978 for such activities as 
newspa_per advertising, a monthly newsletter and other 
mailing . orquist said he expected the group to spend 
more hati $2 million in 1979. NTU Treasurer William 
Bonner itl most of NTU's funding comes from its $15-a-
yM-r ..,_ ership fees. No more than 5 percent comes from 
wea ir, 'viduals making large contributions, he said. 

· ' tion 13 and other taxpayer initiatives ha.ve 
to NTU's growth. "Proposition 13 made a lot of 

e much more confident. More people began 
se!:!ing t selves as Howard Jarvises," said Bonner. 

· Bon ._ r said it bas been only in the last six months or 
so that _· TU has "reached a turning point" in taking on the 
national leadership role it has always sought. . 

. · That role was explained by A. Ernest Fitzgerald, a 
celebra :d whistleblower who exposed cost overruns on the 
C-5A ca o .plane. Fitzgerald, who was one of NTU's first 
ch~itrQ.en, said the group was set up as "an umbrella 
organization and listening post for local organizations." 
The prob1em with the tax revolt, Fitzgerald~ is that "a 
lot of these groups work well locally but 'fil'{fy can't do 
anything about ·the feds~" 

Since 1975 the federal solution NTU has been pushing 
- throu,gh loose affiliations with mor.e than 500 state and 
local grQups - is the constitutional convention to approve 
an amemliment requiring a balanced budget. 

Norguist and others at NTU insist they would prefer 
that Congress pass an amendment and avoid the delay ~fa 
convention. And they acknowledge that the convention 
drive is an effort to force Congress' hand to approve such an 
amendment. "It's a vote of no confidence in Congress," 
says Norquist. "It ~ays Congress is screwing up." 

; 

. ~ pending long before Hbward Jarvis., t :le leader of the 

' 'W!f) t,::~--1-
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Convention Drive - 6 

But neither Norquist nor Bonner expect Congress to 
approv'-' such an amendment. And both say that the 34 
states needed to call a constitutional convention will do so 
before Congress begins taking the amendment seriously. 
Norquist said he exp cts to get approval by the requisite 34 
statl:!S within the three months. ·(Constitutional con
vention, p. 273) 

Conservative Alliances 
NTU's case for a constitutional convention is based on 

an economic analysis that sees deficit spending as the cause 
of inflation and the reduced real income - after taxes and 
inflation - of the average Alllerican family. 

Reducing spending, NTU argues, will reduce the· 
amount of money in circulation and reduce deficits. This m 
tum will reduce innation, leaving more "real" money in the 
private sector for expanded production. Theoretically, this 
will also eliminate the need for higher taxes. 

Speculating on the effect of the constitutional amend
ment in Congress, Bonner said the amendment would · 
"make a tax increase very unlikely. I don't think the clowns 
up the street would come in and raise t axes," with an 
amendment on the books. 

NTU coµcludes, in a recent Wdll Street Journal adver
tisement, that a constitutional convention is necessary to 
force a balanced budget because Congress has been "unable 
to resist .pressures to spend." 

On Capitol Hill, NTU bas found the most receptive 
a~.dience among conservatives, most of them Republicans. 
NTU literature is replete with praise for such supporters of 
the convention drive as Sen. Harry F. Byrd, Jr. , Ind- a., 
and Rep. Phillip Crane, R-Ill ., both of whom scored high 
marks as penny pinchers in the NTU ratings. And NTU 
touts the economics of Sen. Malcolm Wallop, R-Wyo., a 
leading advocate of the balanced budget concept, and Sen. 
William Roth, R-Del., author of a plan to cut federal taxes 
to encourage people to save and invest. 

While NTU and its budget-balancing allies rarely say 
anything about where federal spending should be cut, they · 
are not unaware of the issue. 

Bill Burt, director of the California NTU office, noted 
that there "comes a point when the services people ha.ve

. come to depend on are called into question" by a balaneed 
budget amendment. 

NTU is apparently willing to face such questions afteT, 
it wins a constitutional amendment. NTU's critics are lesli> 
·patient. · 

The Critics 
"NTU is very good at saying 'cut, cut, cut,' ' taxatioo iis 

theft' and 'bureaucrats are a bunch of drones,' " said Trut1 
Field, director of Taxation With Representation, a W '"1-

ington, D.C.-area taic reform group. "I'd like to see r;e 
evidence of where t hose cuts are to come. Il' Amtrak is Juei!r 
idea of a big cut, it's not going to d.o much to reduce ta1~1:" 

Field' s organization works to elimio e loopholes in t ax 
laws and· for more "equitable" taxat ion; an effort that, :is 
clearly distinguishable from NTU's mi · on. Bonner of the 
Taxpayers Union, says, for example, •••we don't -oppose 
loopholes. We think everyone should h11,11e one." 

Field characterizes the balanced b-udget drivie as "an 
exercise in political symbolism" and "'nothing ut pious 
wishes decked out in constitutiona\ language." Field 
charges NTU with misleading t he public into believing that 
a balanced budget would necessarily reduce spending and 

taxes. '·Tue spectacle of a major nat ional effort to ame I 
the Constitution, follMvmi by its failure tto reduce ,spendu 
and tax.es< will further pronrote publie:ct.micism," ield sai 

· NfU has some even harsher critics·. AFL-t)IO Presi
dent George Meany h~i tr.allied on all s:.tate and k>ea1 AFl. 
CIO affiliates to oppose a cimstitutio ,fi.convention •nd t 
lobby fm rescission wlaet2'; ~ate legisiateres have,, approved 
a convention resolution. 

In a Jan. 24 letterttr affi:iliates, Meany wrote that " 
anti-g~anment sentimm .,1inflatiom increasing.ttt-7..e.s an 
'Propo -tion 13' fever cettima:te to engenii:lr voter {ju:conten1 
which fends support" tb, :the constit,t;jional con.v-antion 
drive. Meany ccharactem - tlhat driv~&!:11 "very d~nerous 
right wing legjslative effi .~ ' And the\lfill...,-CIO's . mmit
tee on P'Ellitial Educathmh1!>s undert.aen. a camp · a that 
seeks to show the affiliation of NTUne mbers · ~· such 
organi11a.tio:m as the Jrlm •. Birch Sim y, the- . a ional 
Association of Manuf-actrre:ri.is, the He.iii e Fo 
conservdiv lWashingt~ ID:C., reseB!P 
Americans Jeinst UniwtCControl of Gv mment. 

N'ItJJ offi: ials deny~h'll' ,heir politir are "righ 
noting . t~he constitl!tuon; l convent 1l drive wo 
support from "liberals" sue} 1 as Califr1 ia's :oe.x, ratic. 
Gov. Edmurnd G. Brownh, md Rep./ ~Y Jacob r.,.D-
lnd. T.he.)7 allso note tilit.: 1 ~TU ha" n ali~ with 
liberals in, op19osing suabp ·jects as 18-1 boih er, the 
SST and, legj!!lation prvidiih g fedeT. . subsidized insur...
ance to Uh niuclear indet •. As Borr( sees NTU, "Our 
traditiot1 i:s tlfi1at of classid · eral polit, . where big govern
ment, li · fufaor and bigcQl'JJ .JOratioH. ace unabletto aomi
nate ." 

But iff N TU isn't hmm :i:ng of l!I conservative iafftli
ations, ~ -are clearlyidtfor,tifiab· - 'n the records ,of its 
politicahmtliion commitie/.·J ,;he Ta· ·1·1yer ActionlF«umd. 

Rectrds, )'Zif the funcbn ~file wh ' the Federal Election 
Commislio <dhow that th ·oup h I J;unded only1,-onaerva~ 
tive ani uili1ra-conservatitr candi,Lites. In 1978 ,the fund 
gave $5]1)l t(i! Sen. Jessel&ims, -ti .C.; $1,500 to Woody 
Jenkins, E\tew HamJiurirt, Sena I candidate m.'lll> was ·a 
former ' Jm)Orter of forree~laba n 1t Gov. George IC. Wal
lace, D,, amtl $500 to :Bp :·ulicah t:en. William L. Arm
strong, w.lm:w'.iefeated libcdtJ. Floyd· , Haskell, D--Cmlo. The 
group .asm ~.,pent $3,6000 ;.i nev · · nper ads on behalf of 
Repubm:an, Larry Willi -,0 whc- n :against · libe:ral Max · 
Baucu&, 111 -'Mont. , for 8)/1/ ant 1 ate seat. 

Furr:~ irecords alsoooo w thE . i received a $2 000 no
interest Goan from thEi""l'1i t ional . nservative Polifiical Ac
tion O,,mmittee to get; ~du, , ,ll6. The politica l adlon 
comnii.ti!ae and group · like. it, : , as the Committee for 
the Sluwi I of a Ftte Congre. ,;came to prominenc 
that time. Gerald • 'ord's mo , .1te Republicanism 
di~ ;Uusioned many t onservativ , \Yho sought to bypass 
organi.zecl GOP ancJ uild a natl , ,al conservative ajo 
'Tilose efforts becMne known the "new right _ (B c -
g10und, 1978 Wee.l ly Report p : ()22) 

NTU officials:daim resp01.l.i')ility for helpin ._JalcoJ,m 
Wallop unseat former Sen. Gal ' vicGee, D-Wyo. { 959--~), 
in ;976. NTU ran a ewspaMil' campaign in yomipg 
callmg McGee "th.e bUl'eaucrat:·i• best friend." The ad said, 
in part, "we don't know anyth g about McGee's opponent. 
But he could hardly be worsett.han McGee." 

Organ· .ation 
NTU officillls say they have worked with legisl'a:tures in 

25 states that have either called for a c.onstitutiom&J. conven-
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asked Congress to ass a constitution amendment 
ire a balanced bu,A ret. .1 

cording to Bonne . ,'lTU began to acJ · ely ,engage in 
g grass-roots coe ·.tions five years at~ . "'If.or awhi!te 

· ely tho14gh t we could justtspill the b . ns a,id tell thee, 
Ol"\. government w, ~t", but,it didn't rk.' 

• more r~oently ·ru has -sought ~te to "fi c6 
'°~-nn: i.,;· ·es end activist ·in varii>us com . niti " who a 

to work with t' natiolllal organii'at im ,, , 
a typical sta1 , NTU will wor~ wit one of ilts 

r affiliates, pi iqg o t or two 1; t rong- leaders tto 
t the ease for · e convention tot .tate 'legislatcors . 

®'8Y also enco~ e its members iO: •.hb state to write: 
letters make phone Us or -"Visit key• nmmbers in d iu: 
legislature. And the 1 J onal organizatio;1 may run newsgm
per ads to generate p 1 • ic supp9rt for a !omJ' effort. In ~ om, 
-states. such as Calif, • a, the-mail and . . 3/{Ilg effort were 
targeted ~t key men i·s of committees r p9nsible fmrtil:e 
constitutional convi .1 m measure. 

ITU rarely fl ~ , locnla lorganiz,: oitms : to any hll¥ 
;Kte , although if 1rovide 2,400 t:liOJ_td:rt a groUIP ih 

-Oregioo and has k d mo ey to ot ' · cganizationra tb 
keep , them afloat. · ' 

Convention Drive • 7 -Constitutional Convention 
(continued from p. 276) 

Rep. J.b.hert McCl(i)Jiw, R-m., (HR 84), and Rep. Her.ry -J . 
Hyd,~ Ia-Ill., (HR 5• a nd HR ~ 64). . 

'%:rn bills are s.mi1ar t.o each other nd to the Ervin bill 
that ,p:msed the enate in 1971 and in 1973. The 1973 
Sena.tr.~ <00mmittee report on the Ervin bill said the legisia
tion M:as needed " in order to avoid what might weli be an 
unscremlly and chaotic imbroglio if the question of procedure 
wet,.. mo arise simultaneously -with the presentation of .a 
sub!:'!11.m!tive issue by two-thirds of the state legislatures. 
Shll:1.1fhi Article V he invoked in the absence of this legisla
tiow, iit is not impr,obable that the country will be · faced 
wit}ll a constitutional crisis the dimensions of which have 
rare~,- been matched in our history." . 

)But Black of Yale contends that such legislation would 
be '"'both unconstitutional and unwise." Black believes it 
woutld be unconstitutional on the basis that one Congress 
camrnot hind a later Congress on questions of constitutional 
lavv and policy. He also argues that it would be unwise 
because the conditions of the future are unknowable. 

All four bills would requjre state legislatures, when 
cal'ling for a constitutional convention, to specify the nature 
of t he amendment to be proposed. None of the bills requires 
approval by a state's governor of its application for a 
coli.v-ention . · 

The.bills provide for the states to transmit applications 
to he President of the Senate and to the Speaker of the 
House. Applications would remain effective for seven_.years 
and states would be permitted to rescind their applications. 

When applications on one subject were received by 
Congress from two-thirds of the states, the four bills would 
require each chamber to determine whether the appli.ca
tions were ' · d . If there were a proper number of valid 
applice. i s. Congress would be required to pass a concur
rent re oI • calling for the convening of a convention, 
designating ehe place and time of the convention and the 
subject of he amendments to be considered. 

The b1ll all specify that each state w-OUld elect two 
delega_tes ge and one frorn each congressional district 
in the st.a • 

· All the l lo except HR 1964 provide for the convention 
to submit proposed amendments to the states by a simple 
majority vote of the con_vention delegates. HR 1964 calls for 
a two-thirds vote. ·That is the aame requirement eontained 
in the 197 arid 1973 bills passed by the Senate. The A.BA 
study criticiz d this requirement, _stating it was of question
able validity or Congress to attempt to regulate the inter
nal proceedirrgs of a constitutional convention. 

The four bills allow Congress to prohibit a convention
initiated amendment from being submitted to the states 
that is outside the subject named in the call. 

All the 'bills provide for Congress to be the final arbiter 
of questions -about the validity of state app-lication~r 
constitutional conventions and about whether a co · 
tion-initiated amendment exceeded the subject of the · :_ 
vention's call. The bills would prohibit any court_ from 
reviewing Congress' decisions in those areas. Identical pro
visions in the Ervin bill were criticized by the ABA study as 
too far-reaching. Instead, the ABA proposed the right of 
limited judicial reyiew in cases where the findings of 
Congress were "clearly erroneous." I 
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A Budget-Bala7lcing Amendment 
T HE NATIONAL drive now under way for a con- gued against one provision proposed at P~adelpbia in 

stitutional amendment requiring a balanced fed- 1787 because the public· would never understan~ it. 
:.: eral budget is not unique. There ·nave been similar ef~ And it is ~dly the kind of material. John Marshall 'Y3S 

· ,. forts by state legislatures in the past to .amend the •referring to when he wrote," ••• ~e must never foi:get, 
:~· Constitution in one way . or· another' by means .ot · :a that. it is a constitution we ·are expounding,".~ c~~

F .. C(?nstitutional convention. What's. different . about- stitution •'intended to endure for _ages to come. , 
r • this oneis that is •seems to be getting.perilously close The authors of the Constitution used only three 
I :.: . t? the point . at which Co!lgress ma~ ~_ave t,o a'ct; words_ to give Congress tl,le ultimate po.wer a goyeff!-• 
1 .. either :by calling a convention or, dr~tn1~ a_n ~e11d~ · .. ~erit holds~ '.'to 4e~l~e war"~ncl only 16 to g1v~~ 
I __ · ment itself; . 26 of : thel necessary' M state~. h~v,e ap- . ·. ~ontrQ.l over. mterstate and foreign commerce.,Xhey 
l · · proved convention calls. We say · perilously bec.ause needed· only 429 words to describe . almost· all of the. 

r 

.. we think this is a bad idea, for many, of t}:le reasons vast powers· given to Congres~. The authors of this 
" set forth in a series o.f a_ rticles oti:the opposite, page on. budget_ .. baJanci.ng amendment have used 476 words ~o 

Monday, Weanesday: and · Friday . of "last ·we~k, at- say Congres~ __ mu~ bala~ce t1;1e budget Their am~nd .. · 
: tempting to put-the issue int<>. s~m~,sort -of legal·and ment in.fact, ~ longer thai:,. the ~ntire Bill o.f:Rights.-
. · -historical persp'ective. ·Wheµ, the ,issue is subJected to Reflect on some.of the terms used,in•the proposed 

, tha~ sort of apalysis, as distinct from~ discussion on ·amendment. ."Gross national.productu,is an-inexact,ac
' , · the virtues qf a ba_lanced budget., it s,eems. c!e~r to us counting statistic, devised ·by· econopli.sts as a tool ·to 

that the first and perhaps conclusive test of any such measure the goods and services produced by a natieh's 
amendment to the Constitution has to be what it · workers. '.fhe initial tigure reported-for: any year is sub-
would mean for the Constitution itself. ject to revision as additional data are collected. It~ in• • 

, . _ So we would set aside for now the question of what fluenceti, not only by business conditions in this COllll• 
, • a budget-balancing amendment of any kind would do try, but also by such things as the nationalization ot 
' ~ to_ the ability of the federal government to deal with American-owned property abroad. Its meaning m~Y:, be · 
, • the economic well-being .of the cou~try- the short · clear to economists, but \vhat abqut the judges and-la,.w• 
.: .-. answer to that question, in our .view, is that the budg- yerswho would be required- presumably for the next 
t , · et-balancing amen<1m:ents, in- their simplest form~, , 200 .years--:to translate it into specific numbers? p_ue , 
' .. \YOUld wreak ~conom1c._ h~voc. As for the more com-: ,process ,of Iaw,.equal protecti~n, freedom of speecli:t · plex formulations n_ow b~mg advanced- 4h~ ones de- these are matters · of high principle, appropriate to a 

· ·• signed to give the federal government a little _piore ,constitution, "Gross national product" and ''inflation''.+ · 
· -- economic flexibility-we tliink they , would wreak · these are the necessarily arbitrary and. imprecis~ math
. · constitutional havoc. And we would take as Exhibit A ematical calculations of economists, appropriate to-the 

~ the proposal of Nobel Prize-winning economist Milton president's annual econoinic report. . - · 
: ,Friedman and the Committee on National Tax Limita- There is more that can be said about what this,par• 
. tion. Its sophisticated escape cl~uses-may make it an ticular amendment would do to the Constitution: It 

. 
f · economist's drea;m. :"But_ it is a .const_itut~onisrs night- ~ould be the·fii-st part of the-C9nsti~ution that w.~ijld 
r , mare; The Const1tut1on· is beautifully written, phrased authorize members of Congress to file suit in federal 

in succinct and clear language, so broad in.its n;iean~ng · c8urt to enforce its terms· it e;ven names the spe·Jific 
, : ~ an~ .~ossessed of just t~e right m~asur~ pf essential . couttin which.the suit wo~ld ti~ fiied-:-a court whose , 

amb1gu1ty-that most of 1t has surv1yed mtact for al- · existence is' not even acknowledged in the orig-inal 
- most 200 years. Compare its language, if you Will, 'With Constitution. It would also be the first p~rt· of Jhe 
. just.one passage from the Friedman ainendme1it: Constitution that could· be-altered by i:1- system ,other · 

Total outlays in any f iscaf year shb.ll increase than the adoption:pf an amendment; it :wo.uld provi<;le 
' by a p~rcentage no greater t han the percentage · that the "Iimit'on :total• outlay§'' could be. changeq 'Jjy 

increase in nominal gross national product in a three-fourths vote of Congress, if appr~)Ved by a111a-
the last calendar year ending prior to Jl!-e begin- jority of the state iegislatures; . 1• •. 
ning of said fi scal -year. If inflation for that ca.I- . . Leaving .as'ide the . compelling point tlaat the Oon-
endar year is more than three percent, the per- gress rtght now has ail the authority it neec;ls tp i:qi-
m issible percentage increase in total outlays pose a baianced b4dge~ b¥,the app~oP,ri~Uoil pto~ess, 
shall be reduced by one-fourth of the e:tcess of this version of the·proposed ·bµdget-batancing amend-

,l_ inflation' over three percent. ,Inflation shall be · ment is so at odds. with the p.ririciples:\:m. V{tiicb .con-· 
~ \ m easure~ by the d!ffer~n~e betreen the _per- sl itutio~s ar~ Wl".it;ten.tpat}t ·should ~e rejecteq 9 ti. 

centage· increase in nominal gros~ • national of-hand by even the ll}OSt. ardent budge,t-balancers. · 
1 product . and the p~rc·entage · 1-nc!.ease in real .The document it would ~mend is not;s9n;ie 'municipal 

gross national product. · · code or even a pi-ece; ofnationaIJegislatioq: It is r~h~~ 
, Hardly the work':of J:a,:ries/ Madiso;n or -'Benjamin ' Co_n.stitution,~Lthe U~~ecI States .ofAmeric ,, and ·1t I ~:~rarikl;in, woul? you.n?t agr~eMhva~ Madi~o·n. wl'icHtr- : d~fer~e~. !o ,b~:tre;ite4, _~1tµ ·soni.e,respec!, .. . . . . . . . ',. .• ' 
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The Administration seeks to hold workers to the rigid 7 percent wage guideline buty 
workers would be forced to pay uncontrolled price increases throughout the year before re-~, 
ceiving any benefits under RWI. Therefore, we believe there must also be a tax-based pro,:- _ __j.1; 
gram to insure business compliance with price guidelines. C:::::--

Therefore, the AFL-CIO urges Congress to enact an excess profits tax that will deny 
businesses any advantage they receive from exceeding the Administration's profit-margin 
guideline. Without this Fair Price Incentive Tax, violators would make excessive profits 
denied their competitors who comply with the profit-margin guideline. 

The goal of such a tax should be to keep operating profit margins in line with base 
period levels. This should encourage corporations to increase profits through increased pro
ductivity, efficiency, outputand sales, rather than through price and profit margin manipulation. 

Such a tax would provide added tax revenue needed to fund the RWI program. It would 
also provide more balance and equity to the Administration's program by restraining profits as 
wages are restrained and prevent companies from padding cost increases with added profits. 

Enacting an excess profits tax would not however, resolve all of the inequities in the •· 
RWI program. We believe the fol~owing changes should be made: 

• Participation by smaller employers should be mandatory not optional. 

• All workers with incomes below the low wage exemption cutoff should automatically be 
covered by RWI. 

• Eligibility for RWI should be based on wage and salary increases alone. 

• Any employee with a 1979 wage increase of less than 7 percent sl]-ould be automatically 
qualified for RWI. · --~ 

This does not in any way imply our support for so-called voluntary wage guideline_s but 
rather demonstrates our recognition that there are groups of workers who might receive some 
benefit from the RWI program. (End of Text) 

- 0 -
t:: ,':' -._,_.:.,;. ·• I : ';: .. ~:• 

U.S. BUDGET: PACKWOOD, CONABLE TO OFFER BILL 
TO CONTROL SPENDING, INFLATION TAX RISES 

~. . .. . 

Sen. Bob Packwood (R-Ore) and Rep. Barber Conable (R-NY) plan to introduce a bill this 
week to require the President to submit balanced budget alternatives and to force Congress to 
recognize an ac on ax rncreases ue o 1 a on1 

One provision of the bill would require the President to include in his annual budget an 
~,- ,. estimate of tax increases due to inflation, and the distribution of the increases by income group 
~r:., .. •;,..,.and family s~e~ .- _ ..,-_ _ 

The President would recommend whether these increases should go into effect, and 
Congress would have to consider them as part of the first and second concurrent budget reso
lution. 

- - i: ~ 

..: Inflation increases tax revenues when persons receive raises that just keep them even 
with the increased cost of living go into higher tax brackets • 

.t.:. ~ . .:. ;..•'-.: .. · .... " 
• - r .... \. •- • ' ,.,:_• I 
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~· -,The · Republican response in the ·past has :been to '. push the:icJea of indexing t·axe~~-auto
matically for. inflation every year, .by increasing the bracket amounts and· the personal ex- ·.,,,, 
emption according.to increases. in, the. Consumer Price Index. · · •·: · · . .3.; 

,_.: ... . -- .. ,. _ r •') • L __ , -;:/':; 

This new approach would allow the· inflation increases to go into effect, b1._1t only after 
they _have .been considered by:: the tax-writing committe~s and . the budget committe~s·. · , __ .. : 

•: ~-:::., ,;!- .. • __ :q 2~ .1:~J .. 1. : Z'-~i •"~ fJ;).• _ ; __ ,; , .. -; · ,-v·:· 1 : "i..t·_; l ~- ;. ~~ ...... •·i' --· - ~ -· ·'--•
1
· ., ·/•.~-~ -· : ~- ·-

.> The ·tax-w:riting panels would·. report on·how much of the inflation increases would ·be11•"? 
offset by any recommended! faX..:euts.,· and-.the budget panels would indicate how much of the·· :·~I) 

inflation rises would be expected to go into effect. . . . 
- .. _ ,- ... ,. .. , , .. ,. ._ . --~ .· • ... ,: • , ... ~r- ,., .. ,,_ • ,., · - "'\ ( • - C"'",1 

. -~.,; ('1 . , ~,7;/~tl1' ,-, . ;; ;l•- "T" fi fr •i-:14; .J.f• ~ .1 •· .J,..;.:, !~ ~. ·) ·j,::)-_-1- ) ; ~• ' -~ .. -.L "-, ..:, .s..C . ,_. • ._,_ • . L•J -- - ~-., . .. .i ... -

-v-i;, ~ Th~~~bata"riced~-b~dget,:ait;rnati~~ ~ould ha~e t~be submitted· by the'·President fn an)r."=' : ·:!)(i 
_.yea£;ni~ -recomr_nended:. budge calls..-fo.1;-. a.deficit; . This _is designed to help Congress pinpoint::J3 

where the most likely targets for spending cuts are. · 
i ... - - .. -..- f '-1 ~-;r ;,,,.Jt t"' ) • ~--·-'-' '"' -' •. , ,rj; tt :--.t • •-- ('. .::.- -< ; :_ !--; . -.- _r., :: ., ·"f" :{!.C;; ""'::t;, , .:.JO.}i ·"!.t ,, . I.!1!.>Tdt, - tl.-. 1 i . .:,, . .JUJ.,- t ..: ..,_,; __. .. , -'."l . .:i •• • . • . , . . 

2 ;:; 3 11kin, addition,1::the :Packwoodr €bnable ·bnt would: require the President to ~s'ubmit spending- !i 
re.ductio.q alternatives to Congress illi any. year- that spending- or the deficit -exceeds-the amount" 
projected in the second concurrent budget resolution for that year. . 

t,p'": ' .. J a~1:1.±i!-~J ~fi:i ·.:o . " f .s, :..~1I.0~ t1~ ... 1.~\1e·.- 1r ~- . · :. i ..JG 'N ~_ ..... : c' ~:- ..... ~: - _j.._: • ~ . :~ ;;nt;:; ' .~~ 
~ · Packwood is -a member·o.L the:-Senate Finance 1Commiitee. ·conabie is ·ra.nking-Re-.: .; :s: r -:r . 

publican on the House Ways and Means Committee • 

.. . - - End of Section G - -
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States Cajling for a 
. Constitutional 
·Convention 

1:1!1 Passed resolution 
~ Legislature passed resolution; vetoed .by governor 

BY Richard Purn~The Waahlncton Poat 

Sen. Richard Lugar (R-lnd.}, left and Rep. Andrew Jacobs 
(D-Ind.) announcing that they expect Indiana to join 

;• (,~:;;: ';F" 

/ ;:;:;:;::;::;:: 
By James K. W. Atberton-.-The Washlii,.ston ·~os 

call for a constitutional convention. At right ls Jame, 
Davidson, president of the National Taxpayers' : Union 

' 



By T. R. Reid 
Wuhinston Pos,t Staff Wrlte_r 

Despite the political hoopla and the 
lopsided public opinion polls, the na
tional campaign for a constitutional 
amendment on the federal budget 
faces growing prospects of being de-
railed. . 
, A backlash fro1:il the Washington 
political ei:;tablishment and closer 
scrutiny of the campaign's reported 
success to date are raising serious 
doubt about what seemed, just a few 
weeks ago, a near-certainty: the con
vening of a constitutional convention 
to propose a balanced-budget amend-
ment. . 

There's no doubt that the conven
tion campaign, propelled by a charis
matic nationai leader, California Gov. 
Edn1und G. (Jerry) Brown Jr., and a 
bt·oad grass-roots network, · has ae
q1:1ired considerable momentum. Polls 
say that more than two-thirds of the 
American people support a balanced
budget amendment, and that most 
favor calling a convention, if neces
·~ru;y, to propose orie. 
. ~The National Taxpayers' Union, the 
Waspington-based lobby coordinating 
the drive, said Friday that 28 bf the 
.i:equi.J;ed-"34 sta~es Jiave 'a_f>prov'ed a '" 
· s€1fut.ion aski»g C--ongress" to. call a 
convention. The. group said two more 
statek, Indiana· and M6nta:m1, are like• 
lSfi•to do so within two-weeKs. 

· But th~ campaign's recent successes 
Illay be misleading. Political and legal 
realities suggest that chances are 
slight that a constitutional convention 

. 
'I 

"Everybody here is 
afraid of the rogue 
elephant idea of a con-. 
ventloil • • • so we 
would give them sofile!o 
h. . " . t 1ng ••• 

::will be called. The drive probably will , 
prompt some action from Congress on 
the budget issue-but it is likely to 
fall far . short of a constitutional re
·quirement for a balanced budget. 
• ·Proponents of the convention drive 
·face three obstacles. 
· They have an uphill fight to win 
the approval of the additional states 
needed to reach 34. If they do accum
ulate 34 state resolutions, Congress is 
·likely to hold many of them invalid. 
And if proponents ever approach 34 

~-valid resolutions, Congress is likely to 
'adopt legislation or propose a mild 
amendment in· order to avoid calling 
a convention. 

The Constitution says amendments 
can be proposed by a two-thirds vote 
in Congress or by a convention called 
at the request of two-thirds (34) of -the 
states. In either case, any proposed 
amendment would have to be ap
proved by three-fourths (38) of the 
states to take effect. 

The drive for a constitutional con- · 
vention started slowly four years ago 

and then plcked up steain last sum
mer in the furor surrounding Califor- . 
nia's Proposition 13. Brown's declara
tion of support six· weeks ago added 
new impetus. . 

But Brown's support, and the · atten
tion it won for the convention .cam
pa!gn, spawned a counterattack f~om 
Washington. House Speaker Thomas 
P. (Tip) O'Neill J r. (D-Mass.) estab. 
lished a task force on the issue. Last 
week the task force chairman, Rep. 
David Obey (D-Wis.) sent a tough let• 
ter to · every governor warning that 
federal aid to state and local govern
ment is sure to be a victim of a bal
anced-budget austerity wave. 

When.the governors gather here. for 
a conference this week, congressional 
(leaders will be among them for anti
convention lobbying.:.-although this 
effort may be offset by the personal 
lobbying of Jerry Brown. -

The National Conference of State 
Legislatures has scheduled a meeting 
here this week, too, and the legisla
tors will be welcomed to Washington 
l)y Sen. Edward Muskie CD-Maine), 
chairman of the Senate Budget Com
mittee and a caustic critic of the bal
anced-budget proposal. Muskie will re• 
infor~e-the. message that local aid will 
be slashed· if the states force any 
budget-cutting action on .. Congress. 

To counter .the Obey-Muskie argu
ment, some propone:rtts of a constitu
tipnal amendment have proposed add· 

fog language that would prohibit any 
significant cuts in local aid., That idea, 
in turn, har dens the congressional 
leadership's opposition to any budget 
amendment. 

Two Senate committees will hold 
hearings early in March on the wis
dom of hol'ding a convention and on 
the need for a constltntional regula
ton of the budget. The witness lists 
suggest that the sessions will portr~y 
a constitutional convention as an invi-

. tation to disaster and a balanced
budget requirement as an economic 
straitjacket. · 

. . On the House side, Chairman Peter 
W. Rodino Jr. (D-N.J.) of the Judiciary 
Committee has planned a cautious, 
drawnout inv~tigation of the various 
proposals for an 11mendment limiting 
government spending. ''Rodino has 
launched a turtle," said one . aide to 
the-House leadership. The purpose is 
to create enough evidence of congres
~ional activity to deter additional leg
islatures from demanding a constitu
tional convention. 

President Carter and Vice President ' 
Mondale are as strongly opposed to a 
balanced-budget convention as the 
congressional leadership but the 
White H<iuse has not-yet :been- active 
in' the opposition campaign, That may 
be starling to change. · 

Political advisers are urging the 
pl'eside.nt to take a visible position 
against the convention drive. They ar
gue that Brown, a potential rival ·for 
the presidency, erred badly in board
ing this bandwagon, and that Carter 
can capitalize by fighting it. And they 
think such an effort would win back 
Democratic liberals who are disen
chanted with Carter. 

The burgeoning backlash from 
Washington comes just as the conven
tion· <lrive ls moving into already hos
tile territory. Since most states in the 
South ~ d West alreadY have passed 
resoluti<!nS, the fight for the -last hal-f
dozen states will have to focus on the , 
industrial northeast-where ·· local 
budgets are particularly dependent on 
federal ·money. 

The proponents recently have suf
fered the firsf . seriou.s setbacks . of 
their"four,year effort. Last week's de
feat of a resolution in Brown's own 
state, California, was a significant psy
chological blow. Although the Taxpay
ers' Union lists Iowa· as one of the 
states that passed a resolution, that 
legislature two weeks ago defeate~ a 
call for an immediate convention, ap
proving in its place a request for a 
convention only if Congress fails to 
act on the budget issue by July 1, 
1980. 

If more states do demand a con-veri· 
tion on the budget issue, Congress will 
begin to scrutinize the resolutions it 
has received-arid that could be fatal 
to the cortventiori drive. . . 

Of the 28 resolutions approved to 
date, 16 ask Congress either to con
vene a constitutioniµ convention or to 
propose a1;1- amendment of ' its own. 
Congressional lawyers studyfrig the is
sue 'say flatly that such conditional re
quests are not valid . demands for a 
convention. SoIJ1e of those 16 set no 
time limit for Congress to propose an 
amendment.,...;so there is no date when 
the "conditional" convention call be
comes effective. 

· Although the intent of most of the 
28 resolutions ls · clear, the states have 
passed a hodgepodge of different pro
posals. In .some cases; different houses · 
of the same legislature sent in differ
ent resolutions. A dozen states that 
passed re~olutioris have not sent them· 
to Congress. 

There also are technical difficulties 
in. some state resolutions. Delaware, 
for . example, asked for a convention 
only if 33 other states propose an 
amendment identical to Delaware's 
versio·n. To date, no · other 'state has 
adopted Delaware's wording. 

Backers of the convention drive 11ay 
Congrqss · would be guilty of outra· 
geous ,pitPicking if it rejected a con
vention on these technical grounds. 
Dave Keating of the Taxpayer_s' Union . 
agrees that some resolutions are 
"marginal," but says it is unrealistic 
to expect 34 different legislatures· to 
agree on nearly identical language. 

Keating says any resolution r e
jected by· Congress would be revised • 
and resubmitted quickly. But Fred 
Wertheimer, a vice president of Com
mon Cause, which opposes a conven
tion, say:s this is not the · ease. "A lot 
of states· that passed this back when 
nobody was looking very hard at it 
might think twice if they got another 
chance." 



In any case, there ls a broad and bi• 
partisan consensus on Capitol Hill 

that Congress· would not call ll consti-

tutional convention even if 34 argu• 
ably valid resolutions were submitted. 

"EverYbodY here is ' afraid of the 
rogue elephant idea of a convention," 

said one senior House Republican. "So 
we would give th em ~omething, a 
balanced budget next year or maybe 
even a proposed amendment, before 

we would let the states get into the 
amending tiusiness." · "' 

Staff writer Mary Rti.$sell c01ttribtif-ed 
to this report, 

•,i 
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U.S. BUDGET: GOVS. REJECT. BALANCED BUDGET AMENDMENT, 
FEAR CONGRESSIONAL RETALIATION ON REVENUE SHARING 

(No. 39) L -1 

. . 

The nation's governors, meeting in Washington at their winter conference, today re
affirmed their support for a balanced federal budget, but stopped short of a call for a constitu
tional amendment urged on them by California Goverp.or Edmund _G. -Brown, Jr. :-, •: ·. 

Aware that he lacked support from his ~olleagues for a full -fledged endorsement of a 
constitutionally imposed balanced budget, Brown had pressed for creation of a committee "to 
evaluate the implications of amending the constitution." The Governors' Committee on Fiscal 
Affairs rejected even this approach, however, and voted instead to recommend that the full Na
tional Governors' Association affirm stands taken last year to support efforts to balance the 
budget by the end of FY 1981. 

,.,. 1 --:- ..... ..l ~ ,,,. r , .... , ·r~ t~;=:~ 
'-. .. ' :: _,· .. - -- . :T 

· '· Brown, a possible challenger to President Carter in 1980, has called for a constitutio.nal 
convention to draft a balanced budget amendment. He warned that the country is going "down 
the roa9 of the printing press," and said that federal budget deficits .were the cause of Ameri-
ca's "decline abroad and decadence at home." '· 

Discussion of the balanced budget question dominated today's first general session of ~ 
the conference and indicated how widely _the governors differ in their views on the subject • .. 
Democratic Governor Bruce Babbitt of Arizona told his colleagues that debate over the issue 
had taken on "a poisonous cast" and warned that it threatened to obscure the real issues facing 
the states in their attempts to adjust to a climate of fiscal restraint • . -. 

1 
_ •• • • 

' · Other governors expressed concern that state pressure for a balanced bu~get constit\1-
tional amendment could cause Congress to retaliate by slashing general revenµe sharing funds. 
James Thompson, Republican Governor of Illinois, and Republican Richard Sn~lling of Vermont 
urged Congress and the Administration ro consolidate the 492 categorical aid programs t9 the: 
sta~es rat~er than aiming cuts at the $2. 2 billion general revenue sharing program. 
_ • ..,. _,., ~ - , ~ ~ , • .. •• r • ,.., - • ' •: -~' t:4 ~- • £-:' .. \ -- .,.;: 

.-·· L. . "Revenue ~haring .funds are the only federal monies states a:ua· ~ities· can us~•'-a~ -th~i{ 
see fit," Thompson said. He criticized Congress for adding 50 new categorical grants last ?..:!: 
year, arguing that categorical grant expenses had increased by 15 percent-a-year.while' revenue 
sharing costs had gone up by only 3 percent a year. · ·: :: , ..:- '' ·· _--,.:,-7 ! ,, .. k: ,., :.. ·0 

• • '' 

..... · _ ... :- _ -: • ;- 4,,1:;~_ ~ c:- c."1'{~- 5:~ "'t- .. !,.-_,.;"~ tJt'·· :: ... 
. _. ... t. .. .... ~,:, ,,,. ~'"\,':,_, ·: - ~-• !C,.C":~.-, ... 

The Governors' Executive Committee, on February 25, unanimously passed a resolu - . 
tion calling for the renewal of federal revenue sharing, but pledging that the states_ were willing 
to absorb a fair share of the spending cut~ !:1ee~ed to }Jalru,ice th~ budget •. ~.:- .. ::·.,,;~ ii~:.,~, •• ~·,: -. .. 

t" • - ·- • 

Rep. Peter Rodino _-(D-NJ), Chairman of the House Judiciary Committee, t9ld the •,-:. 
governors that the climate surrounding the movement for a balanced budget constitutional r• 

amendment was becoming "tense" and urged the state executives not to lock themselves into .. 
a fixed pro or con position. · 

"We are faced with a proposal of enticing, apparent simpllcity: balance the budget. :" 
These three words fit with precise alliteration into newspaper headlines. They make a fine 
bumper strip. They are words which, if uttered without qualification or question, probably . 
mean public support, votes, reelection and -- perhaps for some -- election to higher office, :• 
Rodino said. . , _ _ , .. • ;,; 
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. ·• • ·• ... ..;. • .. .,, .. _n , . '},. r 
2, ; : __ ,He warned .that the danger of "this climate of simplification, urgency and tension is , .. , 
that we might be tempted to rush pell-mell into a decision without even being aware of the 
profound consequences." 

').~_,jV'-c:' 

: ·.· _ _'.Though Rodino'. s remarks drew applause from the governors, his . cautious· approacll w 
consideration of a balanced budget amendment also evoked criticism. Republican Govern~r . 
Pierre du Pont of Delaware warned, "The people are rriad as hell. Don't make the mistake ·.; 
of thwarting the will of the states or there·wrll be a constitutional crisis the likes of which ~e 
have never seen before. " 

.: • - .) •• •• ·) h .,:..::L1
- ... ~--- ·, '"-< ...,_~ '-.-.• •.•• ·~~~-· • , • :_; ~~-'-_ ~ .. -~ --~ . .,..,. .. ... ..:.::.r .... 

- - . ,.,.._ -Republican-Lee Dreyfus. of ·:Wisconsfo-'echoed the warning, insisting that "ther~ will .',~". 
be a balanced budgef whether Congress likes it or not." · Minnesota Republican' Albert Quie · ~-• 
told Rodino that th~ American people "feel as so::ongly_abo_u~Jederal spending now as they did 
about "England during the Revolution. " · '(} . '' 1;. •• ·'- . : ~ ' ~ - •• '_ _· _ ~- : • . 

0 
·_ • c\ . . ,~ _ 
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TRADE POLICY: LEAIBER INDUSTRY UNHARMED 
BY_FOREIGN IMPORTS, IT,C RULES 

:~; __ , • ~J .. , -- , ·.:} J.-~, ·) -.o~:i ··: 2 t _: : 
.. , :, ·Toe Internatio!!al ,Trade Commission has ruled the 

. .leather wearing apparel industry is not being injured by 
imports from Brazil and 'Colu-mbla. . . 

The ruling came after an investigation by the 
·Treasury De~rtment. The investigation had been prompt
ed after a. petf.tlon was filed by the Amalgamated Clothing : 
and Textile Workers Union which claimed the imports were 
damaging ttie industry. · ' ·, · 

According to the ITC.: approximately 75 U.S. firms 
which produce leatherwear are affected by the Imports. In 
1978, Brazil was the seventh largest exporter of leather. 
merchandise to the United States with a value of $5. 6 mil- · 
lion; Columbia was 14th with an export value of $700,000. 

• ~. • • J • 

,·,' - .. . . ~ 

·'. # -o-. ' . ' ·.- -. . ~ ' 

TRADE POLICY: CHINA TRADE COUID JUMP IF 
U.S. BARRIERS ENDED. REP. ·AUCOIN SAYS 

:.)· ... 

U.S. trade with the People's Republic of China 
should roughly equal that of China's trade with Japan jf the 
United States removes high technology export controls and 
discriminatory tariffs, Peking officials told Rep. Les 

, AuCoin (D-Ore) recently. - · -· ·•":' , . . .. ·-; :t 
AuCoin said in a cable from China during a visit 

to the Mainland, that he was told "China looks to the United 
States for the technology to explore and develop some of Its 
offshore oil resources and to develop coal resources. in
cluding coal gasification. " 

"It was clear, however," he said. "that trade will 
not fully develop between our nations until certain trade 
barriers are removed.· Chlefamong these are high tariffs 
and export co~trols on high technology." 

According to a statement from AuCoirr' s office, 
there have been discussions on a series of specialized 
trade missions between China and Oregon and an exchange 
of technical experts in the forest management, port an<:! 
agricultural fields. In a meeting with Zhang Jianhua. 
general manager of the Trading Corporation, AuCoin . 
stressed the need to resolve the problem of infected U.S. 
wheat, which the Chinese have refused to import. 

"I underlined the lengths we will go to accommodate 
this concern and settle the problem," AuCoin sa id, "noting 
that Qlinese team3 will be in the U, S. some time soon to 
investigate. I was a ssured that if the problem can be 
solved, wheat shipments from the Northwest will increase 
~onsiderably. " 

· . .L "I-:r _;_ •; :::·: ~, ·"J ;.b ·---,.1. j~~ :.Jurl 
AuCoiri also said Peking's guidelines on joint ~en

tures "do not appear to have been developed" but that 
. China appears "willing to listen to any dear and consider 
it on a case-by-case basis." : · · • · :•. i. · : .):) 

. .Turning to payment, AuCo_in said "~tis clear th~ _ _; 
Chinese want foreign capital, ,vhether through direct 
credits or cooperative ventures of some type." ., 

., ~ "' '... , ·t. -

EXIMBANK: CREDIT APPROVED FOR SALE • 
OF FREIGHTER TO_ ISRAELI AIRLINE ~ 

i .• ..... 

... 
The Board of Directors of the U.S. Export-Impor t 

Bank has announced the following guarantee and credit ap
proved for the sale of U.S. goods and services abroad: 

Israel: Sale of one Boeing 747-258F freighter with 
related spare parts and ground equipment by the Boeing 
Corporation, Seattle, to El Al Israel Airlines, Ltd. , to be 
delivered in March 1979 at a cost of $50. 5 million, to re .: 
ceive loan of $17.5 million (34.6 percent) from Private · 
Export Funding Corporation (PEFCO) with Eximbank guar
antee; private sources to provide $17. 5 million without· 
Exlmbank guarantee; obligor to make cash payment of re
maining $15. 5 million (30. 8 percent); Eximbank to charge 

. commitment fee of 1/8. of l percent and guarantee fee qf 
3/ 4 of 1 percent; repayment scheduled in 20 semiannual ·· · 

.' installments beginning September 1979; unguaranteed pri .; 
vate loans to be repaid from early installments, PEFCO. :. 
loan from later installments; specific information on 
Guarantee #6620 available from Annmarie Emmet at (202) 
566-8008 or John Lentz at (202) 566-8863. , 

Sale of one Boeing 7 4 7-2000 aircraft by ~oeing to El 
Al Israel Airlines, Ltd., for $52. 8 million to receive Exlm
bank credit of $4 7. 5 million or 90 percE:nt of cost; obligor to 
make cash payment of remaining $5. 3 million; Eximbank 
lowered its usual 15 percent cash payment requirement to 
10 percent in a successful bid to meet French competition, 
the bank notes; interest rate of 8. 25 percent plus . 5 per
cent commitment fee resulting in blended interest rate of 
8. 42 percent; specific information on Credit #6617, avail
able from Annmarie Emmet at (202) 566-8008 or John 
Lentz at (202) 566-8863. 

- 0 -

EMPLOYMENT: NUMBE R OF UNEMPLOYED 
RECEIVING BE NEFITS DECLINES 

• · , r'f" : 

Some 3,198,700 workers were r eceiving unemploy 
ment insurance benefits during the week ending Februa r y 
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Jamei'Dale Davids~n· 

Reqlii~iJ?,;g a :~i.•:r 

·Balanced,:HUdget 
The first ~ucc~ of the movement for a balanced.- ··,. 

budget amendment has been toopen debate about " J•,, 
the conduct of government finilllce:{ tq' popular par- ~··<:.!. 
ticipation. f',lOW that 29 legisl;itutes, Qf ,a:nee(led 34. , ;'-;~ 
have called for .a limited constitutional convention :\, · 
for the sole pl,U'l)ose of outi~~ -$c~~, deficit, , ~. 
spending, leaders •in Congress;'and Qth~r.,suppor,ters .·. 
of the pr~!a;mq_~ _orthoooxy ~ve: no ir.cliqii::e· but to · · 
defend their P:051tion. . .Jl , I,, .. ,. . '•: -~ 

That will~piov~more difficult" than they,~ · 
-...,,_, ., "· i " ~ ·•. 

--) .. _ ... et.~ _, .. \-, ·· • · t,-: • ·• : . :: " : . 

They have not been··p_iepared .. by_recent experience 
to argue. the ·case tliat deflcit'"spending ·ill ·.beneficial.· . 
Now that they 'must do so, they will ,find that the ar.- : 
-guments of ,50 y~ ago-'.upon. which the Washing-
ton spending consensus depends;no longer carry the 
weight of c.onviction. The feeling, il:i'Washingt'on has 
.b_een that the public.canpot tie relied on to,compre
hend complex ~u~, -so0 politicians are ob~ged to do 

.. what they know~~_t>esi·'Yb.iledeceiv_ing 'or-mollifying . 
the public·as to tµe_fiscal consequences. · " I') , . 

-... .. 

Such an attitude) ~~ the ~liticians to dec~ive r· ... . . ... ~ -~ ... ,._,_ --~ ~--~~ -~- ~ 
~emselves as well as then- ~onstituents. By prere.nd: "" .c-i,, r.,i~ty o!.,J lal'..!!15 abo_!lt e_ye~ ~~P.~t.2f..th~ .. ~pen@i°S: 
ing to seek balanced budgets, while chronically· fail- retorm movement. At this stage, readers of The 

,ing to.~cto1so,-they ha,ve suppressed or i~ored:.th~ ( i - tY~hin~n.Posf a!e . .w~ll awar~.Qf ~any argume~i$,/ 
true reasons for far-reaching policy decisions. Thus ' whiC.h ~egedly make it . useless;, · dangerous or iin--
they have trivialized their own thinking. , _poss1ble to ~ce the budget. Unfortunately, there 

This is evident from the responses which have lti · is not room at this Writing to fully answer all of the' 
been forthcoming no_-~ thaCthe defenders of.deficit .· objections. An attentive citizen would note, however 
·spending .have been moved at a frantic speed to pre- · . that the _opponents refute many of their own poin~ 
pare their case. They could have ·entered the argu- : . · by arg~ _at cross-purposes. They claim, for. ex- , 
ment long ago. They did n9t,. perhaps in hope that by , . · lllllple, that the budget · cannot be balanced because 
ignot'ilig the movement for a balanced buc,tget they "- · tqe Con:gr~ lacks the 'forward · vision to project rev
ccmld make it go,~w~y. Since ~ .has not hap~n~ [.,.. . 'e!lue ai:ic\, expe~dittire yaccurately. ·with the nek 
and the call for a linµted constitutional convention IS • f,1 . breath, they· claun that the . same s:ongressmen, . who 

_ nearing su.cc~, the p~blic M,finally~hearing tlie b.est; n .. 1·.lack the fores_ight ~o··'dq th,eir sums;can pr_eru.c_t when . 
arguments for deficits, along·with an incredible va- the eco.nomy will fall ll!to -a·~m 3.lld :qeeq the 

.:..-: 

. . 

\ ,!,l ~- • 

.n ,-·r•"' 

:1iscir tooiHo ·''fine 'tuhe"-·the eclfn'omy.'ThatiS' like 
~sliymg·tb!l_fspm~ne~o•is t9.o l>}.intl to w!e,ld aii axe·. 
should tie trusted~ a surgeon:,q :.•.,u•!' ""' . , . . 'Ji;/ -~•-

'.: The'effici~ncy '6! ~el>t )p. stffei'1il,a{llig {Ii ~~pritiiy · .. 
. ~ is alr~dy declliµng markedly throti_gh civet-use, as a · 

~ f~ce~~ Sol~~on Brothers study: <;onfirihs. ijeyond 
:.piat~~p.en the budget is ~ balartM ~~er~ ~ no nE!f!~ : 
-sity ffi.a:t cqntrol 9flhe mopey' suppl y be tied to fiscal 
policy: The Fed4;!r~ ~es~rve Board has the power to .. 
regulatEt the ,ino~ey i,tipply without a gro)Vth of gov-
er~ent tlebt · · · · · . : 
·~."Yoµ' ~ o; ~ i l hea,rd tti~f, . ¢oiiventioq: oiic'e c:i;JJ: ' 
vened, would celebt:ate a sort~of witches' 'Sabbatli by 
"dismaritliij.g_~ tlif CopstifuµoifJ(a~c~fding. io~Seil. 
Kennedy), repealing the 'Bill of Rights, and, as one 
writer in.The Washington Post.recen~y.charged, un-



l~hing "conflicts that would make the other politi
. cal crises since the Civil War look puny." 

We invite anyone who has been pel'$Uaded by 
· these alarms to consider a nioi:e sober interpretation. 

Not only is it highly urilikely that a convention could . 
get out of hand, but there are also actually more 
checks upon an· amenaineiit emerging from a con- · 
vention than is the· case _with a congressionally pro
posed antendment. · 
· If the convention· decided tcrturn America inio the 

· Land b! 0-Z,' any afuendment it proposed would not 

only have to be ratified by 38 states. It would also be 
subject, as congressionally initiated amendments are 
not, to review in the courts for having strayed 
beyond the call. The sum of these considerations is 

· such that a reasonable observer would have no more 
basis to object to a constitutional convention than to 
the Congress itself. It is effectively si~ing as a per
petual convention whose constitutional deliberations · 
are 11either limited nor. subject to court review; An,d 
otfr_ view of ,the matter is hardly idiosyncratic. The 
deans of Harvard Law·School and The University of 

_ Chic;ago Law School; the American Bar Association, 
former senator Sam Ervin and niany other constitu
tional e;xperts conclude that the convention route 
can· be a safe, limited, method of proposing. specific 

· amendments. 
· · The true significance of a convention ca11· to J:iai. 

Taking Exception 
ance the budget and its true danger .from the point 
of ·view of Congress, is not that it would do some
thing preposterous but that it is a repudiation of the 
current way of doing business. If our movement 
should succeed it would be, as The Wall Street Jour
nal said, "a colossal vote of no-confidence in the 
Unite~ States Congress. The people would be saying 
that they have finally decided that Congress can't be 

· trusted with money." 
That is exactly the point There· really is a differ

ence between the·· car,eer interests of congressmen 
aild the pubUc interest. As everyo.µe who ~-aler,t tQ 
politics· knows, the first commitment ,of most politi
cians is to themselves. Beyond everything else, most 
congressmen wish to be re-elected. As a matter of 
pure logic, they improve their chances by resorting 
to deficit spendjng. It enables 'them to make the ben
efits of increased spending immediately evident to 
special constituencies while disguising the costs in 
the form of borrowing and inflation which are dif. 
fused over large numbers of the rest of society. 
Under such conditions, the incentives of the politi
cians clearly point toward ever-increasing spending 
with continued in,flationary deficits. 

Even the classic Keynesian formulation of deficits 
in lean years and surpluses in good years 1;J.as proven 
impossible to follow in practice. The coroll;µ-y to the 
deficits, the off.setting surpluses, can never be 
achieved because they involve making the political 
costs of the budget more evident than the benefits. 
Thus, since 1969, the dollar total of deficits over the 
one surplus has been at a ratio of 100 to 1. This does 
not reflect "flexibility needed to deal with changing 
economic conditions," as proponents of unfettered 
spending propose. It ·reflects the degeneration of the 
system because of perverse incentives wbich lead in-

dividual congressmen to make spending df'' ·ons 
which are favorable to their career interests b t bad 
for. the public. 

Furthermore, as Edward R. Tufte has documented 
in his book, "Political Control of the Economy," the 
ups and downs of the economy which . poijticians 
claim unfettered deficit spending is needed to coun-• 
ter, are at least partly caused by political m anipula
tion in · the first place. In addition to the busilless 
cycle (which may be ultimately caused by expansion 
of the money supply), we must consider the "elec
toral-economic cycle" whicli is clearly caused by pol
iticians seeking to heat up the economy prior to elec
tions. 

A balanced-budget amendment would, have other 
gopd ,conseqtie.µces beyond merely making govern- . 
ment ·more accountable. A balanced budget would 
reduce "crowding out." When deficit spending leads 
government to borrow massive amounts of money, it 
soaks up available capital, raising interest rates and 
reducing stock prices. A ~alanced budget would 
lower borrowing costs throughout the economy, 
stimulating investment, raising stock prices and 
promoting faster real growth. 

Furthermore, an end to deficit spending would 
lead to less waste of resources by government Cur
rently, much wasteful spending is excused because it 
is considered part of a needed "stimulus for the 
economy." Without a balanced-budget requirement 
as a check on federal spending, Congress rarely asks, 
"Is this program worthwhile, or is it the best use of 
the ~payers' money, or should we reduce taxes?" 
As Otto Eckstein puts it: "If the political process 
must. levy the taxes to pay for the expenditures, 

· there is likely to be a .more careful scrutiny than if 
the expenditures can be clothed in the virtue of defi
cit-creating stimulus packages." 

Beyond all these consideration 1s the greater good 
..:..the almost universally acknowledged fact that 
balancing the budget would reduce inflation. That·is 
something we must do, not merely. to save money 
but to preserve the civic virtues of democracy. These 
cannot be maintained through long-protracted infla
tion. The experience of many countries proves·trus. 

As Thomas Mann wrote: ''There is neither system 
nor justice in the expropriation and redistribution of 
property resulting from inflation. A cynical 'each 
man for himself' becomes the rule of life." Under 
such conditions when the majority is deprived, 
defrauded, and frightened, politics can take fright
ening turns. We dare not attempt to prove that 
America would be an exception to the rule that 
protracted inflation weakens and eventually 
destroys free institutions. 

That is why we must heed the advice of responsi
ble people of all parties, and enact a constitutional 
amendment outlawing inflationary deficit spending. 

' ' 
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no longer should the color of O " / 
one's religious affllJatJon or any oth_er,,_acd,----
dent&l attribute determine whether o- ~ 
or Is not permitted to attend a school ~r.,':~
ply i'or a Job. And stat.iBtlcs alone o~i> unpair 
er again to determine one·• tate or 
one's dlgnJt:,. on rnY part that W& 

There la no sugg:!:n one iota from our 
as a nation :t;>nd c11scrlm1natlon. On the 
comm1tme:e legislation I offer once It 1s 
~~~'1.nto Jaw, will enforce the princlples 
of non-discrimination and the equality of 
opportunity tbat are essential to a Just and 
free society. 

Mr. ROBERT C. BYRD. Mr. Presi
dent, I ask unanimous consent that a bill 
relative to quotas under titles VI and VII 
of the Civil Rights Act of 1964, intro
duced by the Senator from Utah (Mr. 
HATCH), be referred jointly to the com
mittees on Judiciary and Human Re
sources with each committee limited in 
its consideration to matters within its 
jurisdiction. 

The PRESIDING OFFICER. Without 
objection, it is so ordered. 

By Mr. STONE: 
S.J. Res. 44. A joint resolution to con

tinue certain programs, · transactions, 
and activities with respect to the people 
on Taiwan, pending further legislation, 
and for other purpases; to the Commit
tee on Foreign Relations. 

(The remarks of Mr. STONE when hj! 
, introduced the joint resolution appear 

elsewhere in today's proceedings.> -_ 

By Mr. HA.RltY F. BYRD, JR.: 
S.J. Res. 45. A joint resolution to · 

amend the Constitution of the United 
States to mandate a balanced budget; 
to the Committee on the Judiciary. 

S.J. Res. 46. A joint resolution to 
_ amend the Constitution of the United 

States to provide for balanced budgets· 
and elimination of the Federal indebted
ness; to the Committee on the Judiciary. 

Mr. HARRY F. BYRD, JR. Mr. Presi-
dent, I send to the desk two Senate joint 
resolutions and ask that they be printed 
in the RECORD and appropriately re-
f erred. • 

There being no objection, the joint 
resolutions was ordered to be printed in 
the RECORD, as follows: 

S .J . REs. 45 
Resolved by the Senate and Howe oJ Bep~ 

resentatlves oJ the United States oJ America 
fn Congres& a.uembled (two-thtrd3 oJ each. 
HO'U$e concurring therein), That the follow
Ing article Is hereby proposed as an amend
ment to the Constitution of the United 
States, which shall be valid for all intents 
and purposes as part of the Constitution 
when ratified by the legislatures of three• 
fourths of tbe several States Within three 
years after tts submission to . the States !or 
ratl11catton: 

"AancLE - • 
"SEcnoN 1. In exercising _Its powera under 

article I of the Constitution, and 1n particu
lar Its powers to lay and collect taxes, duties. 
imposts, and excises and to enact laws mak
ing appropriations, the Congress shall assure 
that the total outlays of the · Government 
during any fiscal yea.r do not exceed the tot.al 
receipts of tbe Government during such 
fiscal year. 

SEc. 2. During the first_ ftscal year begln
ntng after the rattlicatlon of tb1s artlcJe, 
the tot.al outlays of the Government. n~ 

# 

,wy outlays for the redemption of wcl;;:1°!>tea, or other obllgatlons of the 
~~ t.ed states, shall not exceed iota.I receipts, 
not including receipts derived from the is• 
suance of bonds, notes, or other obligations 
of the United States. 

"SEC. 3. In the case of a nation.al emergen
cy, Congress may determine by a oc>ncurrent 
resolution a greed to by a rollcall vote ol! 
two-thirds of all the Membera of each House 
ot Coilgre611, that total outlays may exceed 
total receipts for the fiscal year designated 
1n such concurrent resolution. 

"SEc. 4 The Congress shall liave power to 
enforce this article by aplf"Oprlate leg1s• 
l&tion. . . -

S..J. RES. 48 i) 
Resolved by the Senate and Hmue 

Representative& oJ the Unfted State:, o 
America fn Congres& assembled (two-thtr 
oJ each Howe concurring therein), That the 
follow1ng article is hereby proposed as an 
amendment to the Constitution of the 
United States, which shall be valid far all 
\ntents and pur_po6eS as part of the Consti
tution when ratified by the legislatures of. 
three-fourths of the several States within 
three years after Its submdsslon to the States 
for rs.tlficatlon: 

"ARTICLE -

"SECTION 1. In exercising its powers under 
article I of the Constitution, and tn part!• 
cular its powers to lay and collect taxes, 
duties, Imposts, and exc16es and to enact laws 
making appropriations, the Congress shall 
assure that the total out1ays of tbe Govern• 
ment during any fiscal year do not exceed 

"the total receipts of the Government during 
such ftscal year. 

"SEC. 2. During the 11.rst fiscal year begin• · 
nlng after the ratification of this article, the 
otal outlays of the Government, not In., 
ludlng any outlays for rec!emptlon of bonds, 
otes, or other obligations of the United 
tates, shall not exceed total receipts, not 

including receipts derived from the Issuance 
of bonds, notes, or other obligations of the 
United States. 

"SEc. 3. In the case of a national emer
gency, Congress may determine by a con
current resolution agreed tb by a rollcall 
vote of two-thirds of all the Members o! each 
'House of Congress, that total outlays may 
exceed total receipts for tbe fiscal year de-
151gnated In such concurrent resolution. 

"SEC. 4. During the fifth fiscal year begin
ning after the ratification of this article and 
for the next twenty-four su-0ceed1ng fiscal 
years thereafter, the total receipts of the 
Government shall exceed outlays by an 
amount e·qual to 4 per centum of the Federal 
Indebtedness at the beginning of the fifth 
fiscal year. 'I'he President shall, not later 
than ttie thirtieth day after the close of the 
fifth 11.scal year, ascertain the total Federal 
Indebtedness and ·transmit said total to 
Congress by special message. 

"SEC. 5. Thereafter, whenever the Congress 
determines under section 3 that an emer
gency exists and authorizes outlays to ex
ceed receipts, any !ndebtedness ensuing 
therefrom shall be extinguished Within five 
fiscal year11 of being J.ncurr~. 

"SEC. 6. The Congress shall have power to 
enforce this article by approprlat.e leglsla~ 
tlon.". - · 

ADDITIONAL COSPONSORS 
s.~a _ 

At the request of Mr. HATCH. the Sen
ator from Oregon <Mr. HATFIELD), the 
Senator from Alaska <Mr: Guvn>, and 
the Senator from New York <Mr. MoYlft
KAN) were added as cosponsors of S. u. 
the National Slc1 Patrol S7Skm Rec:clfl• 
nition Act. ~ 

s .• ,., 

At the request of Mr. Sroq, the 
. Senator from Montana <Mr. BAtrcus) 
and the Senator from New Jersey ™1-. 
WILLIAMS) were added as cosponsors or 
S. 76, a bill to amend title XVIII of the 
Social Security Act to authorize PaYinent 
under medicare for certain services per. 
formed by chiropractors. 

s. 100 

At the request of Mr. PACKWOOD, the 
Senator from Minnesota <Mr. Dtnu=N
BERC:ER), the Senator from Montana CMr. 
MELCHER), the Senator from Alaska CMr 

. GRAVEL), the Senator from Kansas <Mr: 
DOLE), the Senator from Idaho <Mr. Mc
CL'!1RE), the Senator from WlseonsJn <Mr. 
NELSON), and the Senator from Wyo. 
ming (Mr. WALLOP) were added as co
sponsors of S. 100, a bill to amend the 
Internal Revenue Code of 1954 to pro. 
vide a deduction for expenses incurred 
for reforestation, and for other purposeg_ 

6. 107 

At the request of Mr. MoRc:A.K, the 
Senator from Texas <Mr. TOWER) and 
the Senator from Missouri <Mr. Du
FORTH) were added as cosponsors of S. 
107, a bill to create a National Agricul
tural Cost of Production Board. 

6, 11111 

· At the request of Mr. BUMPERS, the 
Senator from California <Mr. CRANsToxl 
was added as a cosponsor of S. 195, a bill 
to ,.extend through October l, 1979, pro
visions which expired on October 1, 1918, 
relating to payment under the Social 
Security Act for services of physicians · 
.rendered in a teaching hospital: 

6 • .21'11 

At the request of Mr. PACKWOOD, the 
Senator from Indiana (Mr. Luc:w. the 
Senator from Mississippi <Mr. COCBlWi), 
the Senator from Arizona <Mr. D!:Cox
cmr>, and the Senator from Minnesota 
(Mr. DURENBERC:ER) were added as co
sponsors of S. 219, a bill to -amend the · 
Internal Revenue Code of 1954 to anow 
the charitable deduction · to taxpayers 
whether or not they itemize their per• 
sonal deductions. . 

6, 222 

At the request of Mr. DuRKIN, the Sen• 
·-a.tor from Iowa. (Mr. Cur.VER) was added. 
as a cosponsor of S. 222. the Alasb Na: 

· tional Interest Lands Conservation Ad 
of 1979.- ~ 

6 , 2-;111 

At the :reque.st of Mr. MoJUlAN, the 
Senator from Arizona (Mr. GOLDWUEV, -
the Senator from Wyoming <Mr. WAL-· 
LOP), and the Senator from South Caro
lina (Mr.- HOLLINGS) were added as co
sponsors of S. 226, a bill to provide tor 
military registration and moblllmtian 

.assessment, and for other purposes. 
S. 233 

At the request ol Mr. DANFORTH, the 
Sena.tor from • North Carolina <Yr. 
HELMS>. the Senator from New Hamp
shire CMr. HUKPHR.EY), the Senator from 
Alaska <Mr. Sn:VEXs), the Senator from 
Mlcb lg:a.n <Mr. Rn:cu>, and the Senator 
from P ennsylva.n!a <Mr. ScHWDJtn, 
were added as cosponsors of S. 233, a bill 
to amend the Antldumping Act, 1921. the 
TarUr Act of 1930, section 801 of the Rev
awe Act of 1916, and for other PW"poses. 
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April 6, 19 79 

Memo re: Senate Joint Resolution 56 - The Heinz-Stone 
Spending Limit Constitutional Amendment 

From: Lewis K. Uhler, President 

On April 5, 1979, Senators John Heinz (R-Pa) and Richard Stone 
(D-Fla) jointly introduced SJR 56 in the Senate of the United 
States. This amendment is patterned after the proposal pre
pared by a blue-ribbon drafting panel convened by the NTLC. 

SJR 56 is the only amendment pending before Congress which 
will fight inflation, limit federal spending, lead to a balanced 
budget and assure certain control over the size and power of 
the federal government in the future. 

In brief, the amendment 

Limits growth in federal spending to the people's ability 
to pay (increases in Gross National Product - GNP) and 
allows for gradual reduction in the share of GNP taxed 
and spent by the federal government, 

Controls inflation by imposing a penalty on the federal 
government if it generates or allows inflation to remain 
above three percent, 

Allows for repayment of the national debt, 

Provides for national emergencies and permanent limit 
adjustments, 

Protects states and local units of government from costly 
federal programs and preserves state/local share of 
federal revenues. 

(Continued on reverse side) 

• 



Attached are materials which provide further important details: 

Attachment A - Full text of SJR 56 and the Heinz-Stone press 
releases. 

Attachment B - Summary of SJR 56. 

Attachment C - Questions & Answers re: SJR 56. 

Attachment D - Calculations and charts which compare actual 
federal outlays and deficits over the last dec
ade with those which would have occurred had 
the spending limit amendment been in effect. 
(Note on D-2 that in Fiscal Year 1979, the · 
federal debt per household is nearly $11,000; 
it would now be slightly less than $6,000 under 
the amendment. D-3 demonstrates how effec
tive the inflation penalty would have been -
instead of a $271 Billion cumulative deficit 
over the last decade, we would have enjoyed 
a $20 Billion surplus.) 

Attachment E - A list of the members of the Federal Amendment 
Drafting Committee. 

Attachment F - News articles on the amendment. 



96TH CONGRESS s J RES 56 1ST SESSION • • • 
Proposing an amendment to the Constitution to protect the people of the United 

States against excessive governmental burdens and unsound fiscal and mone
tary policies by limiting total outlays of the Government. 

. .. . - . 

IN THE SENATE OF THE UNITED STATES 

APRIL 5 ·oegislative· dayi FEBRUARY-22), 1979 

Mr. HEINZ (for himself and Mr. STONE) introduced the following joint resolution; 
which was rea<l twice and referred to the Committee mi the Judiciary· 

JOINT RESOLUTION 
Proposing an amendment to the Con:;titution to protect the 

people of the United States against excessive governmental 

burdens and unsound fiscB;,l a~d . ~onetary policies by limit

ing total outlays of the Govenunent. 

1 Resol!Jed by the Seriate and_ H ~use of Representatives 

.2 of the United_ .States . of America in .Congress assembled ·- . . ... ... . -·· ·· .. ·· · ••' - · .. . . . . . 

8 (two-thirds of eac!i House concurring therein), That the fol-
. . . .. - . - . . ·-~ . ·.. ···- - :-- . - -- · - . . . - - -· . 

4 lowing artic_le· is hereby propo __ ~~-d -~s ; ~n am_~n~ent to the 

. 5 9onstitution of ~~e U:~~~ed ~_ta~e~, 'Y:1:rlch s~all_ ~e valid to all 
. . 

6 intents and purpo~es .. a~ _Ilar.t o!J ~~ .. (?.o~stitu~on when ratified 

7 by the legislatures of three-fourths of the several States 

Il-E 
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1 ·within seven years after its submission to the States for rati-

2 fication: 

3 "ARTICLE -

4 "SECTION 1. (a) Total outlays of the Government of the 

5 United States during any fiscal year shall not increase by a 
. - . . . 

6 percentage greater than the percentage increase in the nomi-
.. . .... . . ' 

7 nal gross national product . during the last calendar -year 

8 ending prior to the beginning of such fiscal year. If the infla-

9 tion rate for .t~at .c.alen.d~. ye~ is more than 8 per centuni, 
. - . - - · . . . 

10 the permissibl~ per~ei;t~e jn~r~ase_ in total outlays during 
- - . . . . . . 

11 such fiscal year· shallb~ ~educe·d by one-f?urth of the percent-

12 age by which the inflation rate exceeds 8 per centum. 
... ··- - - . . .. 

"(b) For purposes of subsection (a)-13 

14 · "(1) the inflation rate for a calendar year is the - . . , ~ . 

·15 percenta~e ~y whjch .the . per~~ntage increase in .nomi-

16 . -·. · nal gross. na.tional product fo~ that ~alendar year ex-

17 · ceeds the· percentage •increase·· ·in real gross . national 

18 product for that\alen~ year; and 
. . . 

19 · · "(2) ·· total outlays · includes both ·budget and off-

20 ·. budget outlays, but d~es not mcltid~ red~mpti~ns of the 

21 public aebi ·or emergency outlays authorized under . sec-

22 · ·tion 8 of this :article . . .- . ·_ . ·: . .. : :. . . - · . 
. ~ 

28 _ "SEO;· 2~ When, · for ·any fiscal year, total revenues re-

24 ceived by the Government of the United States exceed total 

ATTACHMENT A-2 
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- 1 -·-.-·ou:tlay~ the :surplus-~hall be ·used-to:reduce .. the public debt of 

· 2 the-United ·State·s until -such debt is ·eliminated. -: · _·;.:: -•:: - ._- ·: 

3 "SEO. 3. Following declaration of..an emergency by the 

4 President, ·the Congress may authorize, by a two-thirds vote 

5 of both Houses of Congress; a ·specified .amount of emergency 

6 outlays in excess of the limit prescribed by section 1 for the 

7 current fiscal year. 

8 "SEO. 4. The limit on total outlays prescribed by section· 

9 1 may be changed by a specified amount by a three-quarters 

10 vote of both Houses of Congress. The change shall become _ 

11 effective for the fiscal year following approval. 

12 "SEO. 5. For each of the first six fiscal years beginning 

13 after ratification of this article, total grants to State and local 

14 governments shall not be a smaller fraction of total outlays 

15 than in the last three fiscal years beginning prior to the ratifi-. 
16 cation of this article. Thereafter, if such grants for any fiscal 

17 year are less than that fraction of total outlays, the limit on 

18 total outlays prescribed by section 1 for such fiscal year shall 

19 be decreased by an equivalent amount. 

20 "SEO. 6. The Congress may not by law require or au-

21 thorize any agency of the Government of the United States 
. 

22 to requirei directly or indirectly, that State or local govem-

23 ments engage in additional or expanded activities without 

24 compensati~n equal to the necessary additional cost~. 

~ 1-. ·; vi: :: r. ,.: .,,-.rrr-. ATTACHMENT A-3 
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1 "SEO. 7. This article shall .apply ~ the first ~seal· year 

2 beginning after the. date of its ratification and t9 · each sue-

3 ~eeding fiscal yeai 

.- 4 : ... · .. :.~'SEO. 8. _The-Congress shall have power to enfQr_c_e this 

-. 5.- ; article by·appropriate legislation/: •.. ,. . r . , . , : • ..- · · ; _ : : •• ~ t·.1 
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NEWS 
U.S. Senator Richard (Dick) Stone 

Florida 

Contact: Jean Parvin 
Phone: 202-224-3041 

. · · · April · S., 1979----· 

STATEMENT BY U.S. SEN~ RICHARD· STONE° (D-FL) · -~· 
INTRODUCTION OF CONSTITUTIONAL .. AMENDMENT TO LIMIT FEDERAL SPENDING 

··, -I am joining .-fn introducing this amendment because I .belie.Ve. it 

would. put our economy back- ~n the road to prosperity by keeping more 
· .. . 

money in the hands of thos·e who earn-· it. •i .. · ... .. . - .. ~ - . . .. . 

What . does this amendment do? It iimits the growth of federal · 
. 

.. spending by" setting a c·eiling ·on how much more the·· fe-deral ~v·e-rninent ~ - · 

will be allowed to spend everf year.· The . formula says that next year's 

government .;spending can •.t grow faster than this year's production:, ·, ~-:. · · 
; . 

as measured_ by · ·the gross• national product. . :· •· · ·'- . 

Beyond that; the amendment also contains a st~ong inflation-fighter. 

That part of · the'"amendment states that whenever in£-lation is mor-e than 

thiee p~rcent ~a · year, then the growth in federal spending is -~imited 

.. even · more sharply. --'Because of this, federal budget clefici ts would be 

gradually reduced.· .; • ..... . · .. 

'Another very important . feature of this Constitutional · amendment 

is the section · ·.that protects. ··t:he states against suddenly· having. to 

shoulder more elf ·· the burden of government·. The federal government would •,

have to maintain its · grants to -· state and local governments at their - -. 

current level £6r six yeais after ~he amendment is adopted. 

For the last . 50 years, the government has been soaking up more 

and more of our nation's wealth. This saps the vitality of our 

economy, encourages inflationary policies, and hurts ··the welfare of 
/".... . . . \ 



.LA. \.il.L~ ._.. ... ,..,.,.&,.,.•••._.••- .__ ---r.,.--. -- ,..,.. __ _ c - - -

with stable prices, more private sector employment; and a stronger 

dollar. It would mean that as we look toward old age, we ·-would know 

that our savings are enough ~· .. see us through.· As wtrny to increase j ob 

opportunities for our young people, we would see .. this new government . 
policy spur. employment in the private sector. And a·s .. we try to maintai n 

our national security commitments at home and abroad, they would be 
•· 

backed up by a strong dollar and,by a country where prosperity .is shar ed 

by all. 

That is why I am sponsoring . this Constitutional amendment. It is 
. 

s trong medicine .-- but statutes alone don't seem to force Congress to 

t ighten the federal pursestrings over the long run. 

I think it's time to stop talking about economic problems and 
. . 

s tart trying to solve them. It's ~ime to· admit that what we've 
_,... . 

been doing hasn't gotten the results we want. We need to try a different 

approach -- one which offers a real hope that we'll succeed. 
~ . 
•· ·. 
~ 

I I I 

( 
, . 

• r . 
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News from Senator John Heinz 
Release Thursday, April 5, 1979 

Contact Larry McCarthy 0: (202) 224-7754 

HEINZ, STONE OFFER CONSTITUTIONAL AMENDMENT 
TO LIMIT GOVERNMENT SPENDING 

WASHINGTON Senators John Heinz (R-Pa) and Dick Stone (D-Fla) 

today introduced a constitutional amendm~nt that would place tough 

limits on government spending. 

The Heinz-Stone Amendment was developed with the help of 

Nobel Prize-winning economist Dr. Milton Friedman and the National 

Tax Limitation Committee.and includes these provisions: 

*prohibits Congress.from incre~sing overall spending by a 
rate any larger than the most recent increase in the gross 
national product. When the inflation rate exceeded 3%, even 
tighter limits would be applied. 

*requires Congress to apply any Federal surplus to reducing 
the national debt. 

*authorizes emergency spending increases in times of war or 
similar crises. 

*allows an increase . in general spending limits only after 
approval by three-fourths of both houses of Congress. 

"A few years ago, a popular political slogan was 'Send Them 

a Message,' r, Hein~ said. "The American p~ople have been trying to 

send a message to Washington for a long time now -- a message that 

says government should slow down, limit spending, and cut waste. 

"Unfortunately, that message seemed to get lost in the mail 

for a few years and was just delivered in the 1978 elections. 

"In the past, many of us in Congress have tried to slow govern

ment down. We haven't succeeded. I believe that the only effective 
way to control government spending is through a constitutional 
amendment. 

"The amendment we are offering today will be a major weapon 

against inflation and lead to a balanced budget, while preserving 

the flexibility we need to respond to economic problems and national 
emergencies. 

MORE 
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"If our amendment had been enacted ten years ago, it would 
have acted as a brake upon government and prevented the spending 
of nearly three hundred billion dollars. 

"I am convinced that our amendment is the best way yet devised 
to limit ~pending. It not only starts with bipartisan support, 
but I believe it will have the strong support of the American people." 

The full text of the amendment and a detailed question and 
answer sheet are attached. 

MORE 



96th Congress Key No. 
Bi 11 Summary 

Bill Number: S.J.R. 56 

Name: Federal Fiscal Amendment 

Subject: Constitutional Amendment to limit increases in Federal 
Spending 

Sponsors: Heinz (R-Pa) and Stone (D-Fla) 

Committee: 

SUMMARY 

--

S. J. Resolution 56 would provide a constitutional limit to increases 
in Federal spending •. The percentage increase could not exceed the 
percentage increase in the gross national product. However, if the 
inflation rate exceeds 3%, the Amendment would apply additional limits 
_on the growth of federal outlays. Any surplus must be used to reduce the 
national debt. The Amendment provides for emergency situations and for 
pennanent increases or decreases in the limit. It protects the people 
from an increasing burden of government by protecting state and local 
govennent from withdrawal of Federal grant~ and from Federal mandates. 

SECTION-BY-SECTION ANALYSIS 

Section .1. T~E 'BASIC LIMIT: The increase in the Federal Government's 
total outlays in any fiscal year are limited to the percentage increase in 
the gross national product for the previous calendar year. If that 
calendar year's inflation is more than three percent, budget growth is 
reduced by one-fourth of the excess of inflation over three percent. The 
inflation rate is defined as the percentage difference between nominal 
gross national product and real gross national product. Total outlays 

. include both budget and off-budget outlays, but not public debt redemption 
or emergency outlays under Section 3. · 

Section 2. HANDLING OF .SURPLUS: Any surplus of Federal revenues over 
outlays must be used to reduce the national debt. · 

Section 3. EMERGENCY PROVISION: Following the declaration of an 
emergency by the President> the Congress may authorize expenditures in 
excess of the limit. The action requires a two-thirds vote of each House 
of Congress. The amount of emergency outlays must be specified. ·If the 
need continues, this~authority must be renewed each fiscal year. Emergency 
outlays may not become part .. of the spendi_ng limit base in subsequent years. 

Attachment B-1 
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Section 4. PERMANENT CHANGE: The spending limit may be changed by 
a three-fourths vote of each House of Congress. 

Section 5. PROTECTION OF STATE AND LOCAL GOVERNMENT .GRANTS: During 
the first six years after ratification, total grants to state and local 
government must not be less than the current fraction of federal 
spending. After six years, grant reductions are permitted but only in 
conjunction with a dollar-for-dollar reduction in Federal spending. 

Section 6. STATE AND LOCAL GOVERNMENT PROTECTION AGAINST IMPOSED 
COSTS: The Amendment prevents the Federal Government 

from imposing costs on state or local government without compensation. 

Section 7. EFFECTIVE DATE OF AMENDMENT: The Amendment becomes 
effective for the first full fiscal year following ratification by the 
States. 

Section 8. ENFORCEMENT: The Congress will be empowered to enforce · 
the Amendment through appropriate legislation. 



.. llEl J~Z-::;TOHE AJ.:EJJDT•iENT .. 
QUESTIONS AND ANSWERS 

Q. What does this amendment do? 

A. Simply, this amendment ¼ould limit the increase in federal 
spending to a percentage equal to the percentage increase 
in the gross national product. If the inflation rate exceeds 
three percent, however, the amendment would apply additional 
limits on the growth of federal outlays. 

Q. Why do we need a constitutional ·amendment? 

A. Over the years, numerous attempts have been made to either 
limit federal spending or to force the Congress to balance 
the budget. The much heralded establishment of the Congres
sional budget process in 197~ was such an attempt to bring 
much needed discipline to Congress. But that hasn't worked. 
The budget deficits are even larger now than .before 197~. 
What we need then - is an objective mechanism to force the 
President and Congress to limit what the federal government 
can spend. · · 

Q. Why not enact a statutory limit on spending? ... 

A. A statutory limit is inadequate for the same reason the Budget 
Act of 197~ is inadequate. Legislation is just too easy to 
change. A constitutional amendment - will impose the fiscal 
discipline on Congress that present procedures do not, and 
ensure that · Congress does not change the limits all too easily. 

Q. What's wrong with the baianced budget approach? . \ 

A. There's nothing wrong with a balanced budget. In fact that · 
is the goal we hope to achieve with this amendment. However~ 
balancing the budget could mean raising taxes to finance 
increases in federal spending. Our amendment, on the other hand, 
would· balance the budget gradually by controlling the amount 
of our nation's wealth that the government could command. 

Q. Isn't such an amendment inflexible? 

A. On the contrary, our amendment is far more flexible than any 
other approach that has been proposed. Within the overall 
spending limit, the Congress and the President are not con
strained by a balanced budget requir e ment in setting policies 
to maximize growth. Also, if three-quarters of the _Congress 
can agree, they can also raise the federal spending -base from 
which f .uture ·increases are calculated. Finally, in times of 
severe emergency, this amendment would allow federal spending 
to exceed the limits outlined in the main provision of the 
amendment. 
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,, .... 

• ,, . 

Q. 

/... 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

~on't restricting spending make a ·recession a~~per if one 
hits? 

No. There is a built in counter-cyclical feature in this 
amendment that would have the effect of allowing increased 
spending in times of recession and decreased spending in 
times of excessive growth. 

How does this amendment fight inflation? 

By eliminating waste and inefficiency. Also the formula of 
the amendment would induce Congress to seek out a set of 
economic policies which would control inflation by decreasing 
federal spending growth when inflation is great.er than 3J 
annually. When inflation exceeds that 3% rate, spending is 
limited to a percentage of the increase in the gr oss national 
product minus one-fourth the difference between the inflation 
rate and 3%. In other words, if Congress lets inflation get 
out of hand, their ability to spend will be severely curtailed. 

Does this amendment limit the growth of the federal government? 

It sets limits on ·how much government can grow by setting 
limits on how much it can spend, without putting limits on 
the general growth of the economy. 

How does this amendment reduce the burden df taxes? 

Rather than putting the increased revenue brought by economic 
growth or inflation into expansion of the federal government, 
this amendment would allow Congress to use the increase to 
reduce taxes, retire part ·of the national debt, or both. 

How does this amendment help the average taxpayer? 

It will encourage a reduction in the rate of inflation, allow 
Congress to reduce taxes outright or institute other changes in 
the national tax structure, stimulate economic growth and 
reduce the amount of the national wealth which flows to the 
federal government rather than back to the economy. 

If the amendment had been in effect in the last 10 years, how 
would things be dirferent? 

Over the last ten years, the cumulative deficit has increased 
by $271 billion. Had our amendment been enacted in 1969, we 
would have accumulated, instead, a surplus of $22 billion. 
Also, if .this amendment had been in · effect si·nce 1969, the 
federal government could have been held to the 19% share of 
.the gross . national product that the federal budget took up 
in the years between the Korean and Vietnam wars instead of 
the current 22% share. 



Q. How will this amendment help the . elderly, th~ poor and others 
living on fixed incomes? 

A. Inflation does the most damage to the financial situations 
of those on fixed incomes, and by restricting federal spending 
the amendment attacks one of the leading causes of that 
damaging inflation. Tl1e inflation clause of the amendment 
also adds pressure for further reductions in the rate of 
inflation through additional methods. 

Q. How does this amendment protect the states from having to 
assume an increased financial burden in the wake of reduced 
federal spending expansion? 

A. Federal aid to the states is protected by maintaining the 
federal aid programs which already exist for a specified grace 
period of six years. It also prohibits federal action to 
shift the financial burden of programs to the states. 

Q. Will this amendment help to eliminate the national debt? 

A. By allowing Congress~ choice of what to do with any surplus 
which does develop, the amendment makes it possible for Congress 
to funnel money into retiring the national debt. Had our 
amendment been enacted 10 years ago, the national debt would 
not have been over $800 billion it is today but rather only 
$335 billion. Our amendment would gradually pay off the 
national debt, and provide a double benefit by reducing the 
interest we pay on the debt from the present $57 billion, 
the third largest category of expenditures in our federal 
budget. · 

' 



-TOTAL OUTLAYS OF 'l'IIE FEDERAL GOVERNMENT 
1965 - 1982 

TOTAL OUTLAYS YEAR-TO-YEAR 
Percent Change 

YEAR Actual Amendment Actual 
(billions) 

1965 118.4 NA -0.2 
1966 134.7 NA 13.8 
1967 158.3 NA 17.5 
1968 178.8 NA 13.0 
1969 184.6 NA 3.2 

' 
1970 196.6 200.6 6.5 
1971 211. 4 215.0 7.5 
1972 232.0 224.5 9.7 
1973 247.1 241.7 6.5 
1974 271.1 265.4 9.7 
1975 334.2 294.0 23.3 

1976 373.7 313.l 11.8 
TQ 96.5 79.8 NA 

1977 411.4 339.1 8.0 
1978 461. 2 375.0 12.1 
1979 505.4 413 . 3 9.6 
1980 543.5 456.3 7.5 

1981 589.5 502.0 8.5 
1982 626.0 544.6 6.2 

• 

SOURCE: Actuals: Budget of the U.S. (1980) 
Amendment: Simulation assume total 

outlays are equal to maximum 
permissible outlays. 

Amendment 
(%) 

NA 
NA 
NA 
NA 
NA 

8.6 
7.2 
4.4 
7.7 
9.8 

10.8 

6.5 
NA 

6.6 
10.6 
10.2 
10.4 

10. 0 . 
8.5 

Attachment D-1 

SHARE OF GNP 

Actual Amendment 
(%) 

18.0 Nl'. 
18.7 NA 
20.4 NA 
21.5 NA 
20.4 NA 

20.5 20.9 
20.7 21.1 
20.9 20.2 
20.0 19.5 
19.9 19.5 
22.9 20.2 

23.0 19.3 
NA NA 

22.4 r 18.5 , ; 

22. 6.--, ~-::~,, '- 18. 4 
22.l 18.1 
21.7 18.2 

21.4 18.2 
20.7 18.0 



DEBT OF THE FEDERAL GOVERNMENT 

1970 - 1982 

ANNUAL FEDERAL TOTAL FEDERAL FEDERAL FEDERAL INTEREST OUTLAYS LESS 
DEFICIT (SURPLUS) DEBT DEBT/HOUSEHOLD PAYMENTS INTEREST 

Year Actual Amendment Actual Amendment Actual Amendment Actual Amendment Actual l\mcndmcnt . 
{bill ions) { bi 11 ions) (dollars) --{bi 11 ions) (billion~ 

1970 2.9 6.9 382.6 386.6 6,035 6,098 18.3 18.5 178.3 182. 1 

1971 23. 0 ' . 26.6 409.5 417 .o 6,319 6,435 19.6 20.0 191.8 195.0 

1972 23.4 15. 9 437.3 437.3 6,556 6,556 20.6 20.6 211. 4 203.9 

1973 14.9 9.5 468.4 463.0 6,858 6,779 22.8 22.5 224.3 219.2 

1974 6.2 0.5 486.2 475. l 6,956 6,797 28.0 27.4 243. l 238.0 

1975 53.2 13. 0 544. l 492.8 7,653 6,931 30.9 28.0 303.3 266.0 

1976 73.7 13. 1 631.9 520.0 8,668 7, 133 34.5 28.4 339.2 284.7 . ; 

1977 53.6 (18.7) 709. 1 508.2 9,570 6,858 38.0 27.2 373.4 311. 9 

1978 59.2 (27.0) 780.4 493.3 10,268 6,491 44.0 27.8 417.2 347.2 

1979 49.4 ( 42. 7) 839.2 460.0 10,828 5,935 52.8 28.9 452.6 384.4 

1980 40.9 (46.3) 899.0 432.6 11,365 5,469 57.0 27.4 486.5 428.9 

1981 12.7 (74.8) 940.3 386.4 . 11,652 4,788 59.1 24.3 530. 4· 477.7 

1982 (26.6) ( 108. 0) 951. 9 · 316.7 11,566 3,848 59.5 19.8 566.5 524.8 

SOURCE: Actual: Budget of the U.S. (1980) and Bureau of the Census Amendment: 
Simulation assumes total outlays are equal to maximum permissible outlays. 
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1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 

SIMULATION OF OPERATION OF PROPOSED LIMITATION FOR i969 TO 1978 

{Simulation for limit assumes total outlays equal to actual outlays or maximum allowed under limit, 
whichever is lower; assumes receipts equal to actual receipts; assumes gross national product equal 
to actual gross national product.) 

TOTAL OUTLAYS DEFICIT 
Billions of $ Percentaae Increase Per Cent of GNP Billions of S 

Actual Limit Actual Limit Actual Limit Actual Limit 
$184.S $184.S 3.2% 3.2% 20.4% 20.4% -$ 3.3* -$ 3.3* 

196 .6 196.6 6.6 6.6 20.S 20.S 2.9 2.9 
211.4 210.8 7.5 7.2 20.7 20.7 23.0 22.4 
232.0 220.l 9.7 4.4 20.9 19. 8 23.4 11.5 
247.l 237.0 6.5 7.7 20.0 19. 2. 14.9 4.8 
271. 1 260.2 9.7 9.8 19 .9 19 .1 4.7 - 4 .• 1*" 
334.2 288.4 23.3 10.8 22.9 19. 8 45.2 7.4 
373.7 307.1 11.8 6.5 23.1 18.9 66.4 7.1 
411.4 327.4 10 .1 6.6 22.5 17.9 45.0 - 30.4* 
461.2 362.1 12.1 10. 6 22.6 17.7 48.8. - 39.9* 

Cumulative Deficit 1969-78 271. 0 - 22.2 

*Surplu·s 
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MEMBERS, FEDERAL AMENDMENT DRAFTING COMMITTEE 

C. AUSTIN BARKER 
Financial Consultant, Loeb Rhoades, Hornblower & Co., New York. 
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-------~ditorials 

-Politic·s Today---~...,,. 

The Tax-Limit B~ndWagon 

WASHINGTON - The National I 
Tax-Limitation Committee Includes 
many of the darlings of the Far Right . • 

. - the conservatives' favorite econo- · 
mist (Milton Friedman). one of their · 
favorite columnists (M. Stant.on . 
Evans), surely their favorite newspa
per publisher (John McGoff of the 
Panax chain), Ronald Reagan's fa. : 
vorite welfare adviser (Robert Carle
son), and perhaps even their favorite 
lobbyist (Charis Walker) . 

But when the committee outlined its 
proposal for a constitutional limit on 
federal spendin~ the other day, it 
.qualified immed1atelf, as the "reason
able" or "moderate ' alternative· to 
the plan being promoted by another 
group, the National Taxpayers Union, 
for an amendment requiring a .'bal• 
ancedfederalbudgeL 

And ·what that tells you ls that the 
campaign to extend the logic, such as 
it was. of California's Proposition 13 
to the federal government is serious 
business Indeed. 

THE OBJECTIONS to the balanced as the finding or the CBS-New York 
budget amendment center on both its . Times poll that 73 percent of the peo
content and the method, the constitu- · pie favor the balanced budget amend-
tional convention, _its supporters have ment. · 
chosen. On the former, the principal · So what Uhler and his group are _ 
complaint is predictably that an clearly try In~ to do ls off er the Con-
amendment would rob federal offi- gress a political escape hatch - a 
clals of the· Oexlbllity they require to way to satisfy popular demand with-
tinker with the economy in recessions out buying the whole NTU-Jerry 
or to respond in times of national per- • Brown package. · 
il. It ls one of those good, logical argu. 
menta of the kind that were blithely_ . 
ignored in California last summer. 

The most serious concern, however, 
is that holding a constitutional -con
vention would open up a whole can of 
extremist worms. Although the legal 

Jt would be naive in the extreme, of 
course, to expect politicians here, in 
Congress or the ·white House, to nrsh 
to embrace the spending limit On the 
contrary, it would qualify as an unnat
ural act. 

situation is far from clear, it seems at But it is equally clear that the pres-
least possible that such a conventJon sure for some kind of action is achlev-
could deal with all sorts of.issues, in~ Ing impressive dimensions. And lf the 
eluding but not limited to such things White House and Congress fall to 

1 as the proposals for anti-abortion, react,.there is at least a demonst{'able 

I
' school-prayer and anti-busing amend• risk that the state legislatures, and 

,ments. · . . . · . . the voters, wlll take away their op-
It is In this context, then, that the · · tions. . 

National Tax-Ll'llitation Committee's Copyright, 1979, ChlcagQ Tribune-
proposal qualifies-a s the sa(e, s·~ne · NewYorkNews . 
alternative. What the committee 
propo~es, somewhat oversimplified, 
Is that spending be allowed to in-
crease each year only as much as the 

UP TO THIS POINT. the inclination . 
in Washington has been to shrug off 
the whole amendment campaign as 
some harmJess exercise being carried 
on ·out in the boondocks. It Is an atti
tude strikingly similar to the orie the 
political ·power structure in California 
took on Howard Jarvis and Prop. 13 
last year _,, until they realized at the 
eleventh hour that the damned thing 
wa11 going to pass. 

, gross national product. And in times 
in which inflation exceeds 3 percent, 
the permitted growth would be slight
ly lower. The· committee points out, 

But the latest tax•llmitation scheme 
is rio Joke. At this point, 24 of the re-· 
quired 34 state leglslatures have ap
proved resolutions calling for a con
stitutional convention to approve an 
amendment requiring a balanced . 
federal budget. The measure hat 
passed one house ;in four others -
California, Indiana, • Utah and South 
Dakota. And hearings have been 
scheduled in Montana and W ashlng
t.on. In other states, the NTU says. 
resolutions have been prepared and 
co-sponsors are being signed up daily. 
And mo!it of this had been accom
plished before Jetry Brown's mad 
dash to the front of the pack to declare 
"'"'""If itc lonni>P 

_ correctly, that the balanced budget 
amendment would not. in itself, lower 
spending, but only require enough 
revenues for the balance. 

BUT THE CORE OF the issue is tpe 
politics .of the thing, rather than the 
particulars of the different plans. Few 
who understand the. politics of this 
year would disJ1ute the Judgment of 
-Lewis . K. Uhler, president of the 
committee, that there ls "sizable" 
momentum for some kind of ceiling on 
federal spending. Nor would anyone 
argue with Friedman's contention 
that Congress is "under the gun" on 
the issue. That was apparent in the 
election returns last fall and is equally 
apparent in such opinion survey data 

Attachment F-1 
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·.- ey P,,il_ton Friedman 

Implementing· Humphrey-Hawkins 

The Humphrey-Hawkins "full employ
ment'' bill was passed in October 

1978, by a vote of 70 to 19 in the Senate 
and by a standing vote, without a roll-call 
count, in the House. The overwhelming 
votes are decisive proof that the bill was 
all form and no content. It legislated 
ambitious goals-unemployment down 
to 4 per cent by 1983, inflation down to 3 
per cent by 1983 and zero by 1988-but 
initiated no programs, leaving it up to the 
President and Congress to determine 
how to achieve the goals. Almost every
one could vote for the goals, and no one 
could object to nonexistent means. 

Recently, under the auspices of the 
National Tax Limitation Committee, a 
group of us drafted a proposed amend
ment to the Constitution of the United 
States designed to limit government 
spending. Though no one would associate 
the objective of limiting government 
spending with either Congressman Au
gustus F. Hawkins or the late Hubert 
Humphrey, I fumly believe that a by
product of adopting the proposed amend
ment would be to achieve the goals of the 
Humphrey-Hawkins bill. 

LIMITING FEDERAL SPENDING ••• 

Our draft amendment imposes a two
part limit on Federal spending, one to 
apply if the Humphrey-Hawkins inflation 
goal of 3 per cent is attained; the other if 
inflation is higher than that 

If inflation is 3 per cent or less, the 
amendment permits Federal spending to 
rise by the same percentage as ·dollar 
gross national product If GNP grows 
from one year to the next by 5 per cent 
(say 3 per cent because of higher output 
and 2 per cent because of higher prices), 
spending may also rise by 5 per cent If 
spending rose by the maximum permit
ted amount, it would remain a constant 
percentage of Gl\1P--ending the persist
ent tendency for spending to absorb an 
ever-larger fraction of our income. In 
addition, if a thrifty Congress held spend
ing below the maximum for any year, so 
that spending went down as a percentage 
of income, that lower level of spending 
would be the base for spending limits in 

is accounted for by inflation, Federal 
spending is permitted to rise by only 9 per 
cent instead of 10 per cent, forcing a 
decline in Federal spending as a percent
age of income so long as inflation stays at 7 
per cent.• 

The amendment does not require a 
balanced budget, but it certainly encour
ages one, in two different ways. 

• • • WOULD REDUCE INFLATION ••• 

In the first place, deficits have occurred 
· and grown primarily because there has 
been political pressure on Congress to 
increase spending but not taxes. A firm 
cap on Federal spending would relieve 
that pressure. The deficit would disap
pear as economic growth raised tax re
ceipts as a fraction of income, while the 
amendment kept spending constant or 
declining. Soon C.Ongress would have the 
pleasant duty of reducing taxes in order to 
keep down the surplus. 

Hypothetical calculations simulating 
the operation of the limit indicate that if 
the amendment had been in effect from 
1969 to 1978, andiftaxreceiptsand GNP 
had nonetheless been the same as they 
actually were, Federal spending in 1978 
would have been 17.7 per cent of GNP 
instead of 22.6 per cent; and there would 
have been a cumulative surplus of $22 
billion instead of a cumulative deficit of 
$271 billion. 

1bis calculation gives a reasonable esti
mate of how the amendment would have 
affected spending as a fraction of income. 
However, it doubtless overstates the ef
fect on the deficit If the amendment had 
been in effect, inflation would have been 
lower. The same tax laws would have 
produced a lower effective tax rate, so tax 
receipts would have been less than they 
actually were. The deficits would clearly 
have been very much lower than they 
were, but not by as much as this calcula
tion suggests. 

In the second place, the amendment 
encourages a balanced budget by giving 
Congress and the Administration a strong 

· incentive to reduce inflation below the 3 
per cent level and to keep it there. Other-

future years. The result would .be a per- . . -Space limits make 1t 1mpom1>le to discuss 1n run the 
manent reduction in spending as a per- ~ t~ d!tails o£ the proposed ~endment. However, two 

, _ . pou,ts reqwre at least some mention: 
centage of income. 1. To permit calculatioa oi the limit before Congress ap-

lf inf! ti. · th 3 pe cent th proves eppropriations, the change in CNP between two calen, a on 1S more an . r ~ . e dar years would determine the limit for the followins b:al 
amendment sets an even tighter limit year. That is, thechange!"CSP~tweencalendaryean 1978 

The permitted percentage increase in O:,C:J:91=~:i98t limit for the b:al year &om 

Federal spending is reduced by one-quar- I. The _proPOSed ~t. ~~ add;ti~ sections 

f th ~, rr be infl , that prOY1de for uc:eedins the limit an nse of national emer, ter o e WDerence tween ation 1eney, changlns the limit permanently, prevenlins C.Ongress 
and 3 per cent For example if CNP &vm avoiding the limit br rec14~~ts-in-aid to mles or 

• ' localities or irnposins - OIi and enforcms the grows by 10 per cent, of which 7 per cent amendment. 

Newaweek, ~larch S, 1979 

wise, they face the 
politically unpleas
ant task of forcing 
Federal spending 
down as a percent
age of income. The 
only way to reduce 
inflation is to reduce 
the creation of money by the Federal 
Reserve. The easiest way to do that is to 
reduce the size of the deScits that the Fed 
has been creating money to finance. 

Together, these two effects could be 
counted on to achieve the· Humphrey
Hawkins inflation goal in short order. We 
have had high inflation because it has 
been politicafiy prof?.table for the powers 
that be to produce inflation. The amend
ment would make it politically profitable 
for the powers that be to reduce inflation. 
Inflation is made in Washington and car. 
only be eliminated in Was~gton. 

• •. AND UNEMPLOYMENT 

What of unemployment? Over the past 
decade, higher unemployment bas ac
companiedhigher inflation. and the rela
tion has not been purely coincidental. 
Inflation has raised effective tax rates on 
income from all sources. Higher tax rates 
on wages-have reduced the incentive for 
people to seek employment, reinforcing 
the effect of higher bene6.ts to the unem
ployed in raising unemployment Higher 
tax rates on business income have discour
aged investment and reduced the incen
tive to offer employment Erratic in
flation has generated uncertainty about 
economic prospects that has further dis
couraged investment and impeded long
range business planning. These effects 
have been reinforced by the growing tide 
of regulation that has accompanied high
er government spending. Under tlie cir
cumstances, it is a tribute to the effective
ness of private industry that productivity 
has continued to increase, albeit at 
a snail's pace, rather than declining 
drastically. 

Adoption of the amendment would end 
the growth in government spending as a 
fraction of income; it would end inflation; 
it would provide a more stable economic 
environment · Our creaking economy 
would be revitalized. Productivity and 
real income would resume their longtime 
rise; along with that, employment would 
increase and unemployment decline. 

It would not be the first. time that 
capitalist means were successful, and so
cialist means a failure, in achieving ends 
common to both those who favor capital
ism and those who favor socialism. 
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