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I would like to thank the Secretary of the Treasury for being here today, and | want to
thank him for his extraordinary service to the country and his leadership during what is a
very critical period in our economic cycle. And we thank him for that.

I wanted to respond to a couple of things that that Chairman said. First, | congratulate
him, obviously, and appreciate the opportunity to co-sponsor with him this initiative to
try to address the fiscal out-year catastrophe which we face as a country.

It’s something that must be addressed and we’ve proven beyond any doubt that as a
government, we can’t address it item by item or policy by policy because of the nature of
the democracy and people tend to jump on policy proposals as they’re put forward,
depending on what their interest group is and what their desire to promote is.

And so you have to use procedure to drive policy and that’s why we’ve put this proposal
forward. I do think, however — I respect that Chairman’s interest in and focus on debt, but
I think you also have to reflect the fact that if you look at the Democratic budget that
we’ve been functioning under this year, it has significantly aggravated the debt situation.
On 15-19 different occasions, Pay-Go, their rule of fiscal enforcement, was either
waived, ignored or basically gamed, causing about $145 billion of spending to go outside
the Pay-Go window, so it was added to debt.

Revenues, which were projected under their budget through more enforcement and better
enforcement of the IRS code, did not come forth. And then, in addition to that, on the
discretionary side, they proposed and put into the first supplemental $17 billion of new
spending, which was essentially earmarks, and coupled that with another $22 billion in
the underlying budget. That, as a result of the President being aggressive, was cut back to
approximately $10-$12 billion, depending on how you account for emergencies.

So, there has been no significant contribution here, and in fact, their budget made no
effort in the area of entitlement reform, even though the President sent up two very
reasonable proposals last year in entitlement reform — one of which was to simply ask



that people like Warren Buffett actually pay a fair share of their costs of the Part D
premium — which were rejected. Instead of controlling entitlement spending, we actually
added to entitlement spending by increasing entitlement accounts last year and creating
new entitlement accounts outside the Pay-Go window, SCHIP being the classic example
of that. So, | appreciate the Chairman’s focus on debt, but there is no action here coming
from the other side of the aisle to substantively address that.

What | wanted to point out today again, because I think it’s important in the context of
this economic slowdown that we’re facing — as the Chairman is always citing, he says
there is $2 trillion of tax relief in the President’s budget over five years and that’s not
acceptable to the Democratic Party — | think it’s important to point out what that really
means in real terms.

As we look at the present tax structure of our country, it’s important to recognize that that
tax structure, which we have in place as a result of the tax cuts of the early part of this
Administration, has generated more revenue than has historically been generated by this
government. We’re up to now, this year, approximately 18.7% of GDP coming in, in
revenue. Historically, we’ve had about 18.25% coming in, in revenue. So under the
present tax law, as it exists today, we are actually generating more revenue than we have
historically generated.

At the same time, it’s important to note that under the present tax law, people in the
highest brackets of income are paying a greater share of the federal income tax burden
than they paid under the Clinton Administration. Eighty-five percent of federal income
tax is now paid by the top 20% of earners in this country, as compared to 81% during the
Clinton years.

And the people in the bottom 40% of the tax income brackets — they don’t pay income
taxes in general — are actually getting more back from the federal government, through
the EITC, than they did under the Clinton Administration, almost twice as much. So the
tax laws, while generating more revenue than has been the historic norm of this country,
are actually more progressive. In other words, the higher-income people are paying more
of the burden; the lower-income people are bearing less of the burden and actually getting
more back.

Why is that happening? Well, it’s called human nature. When you create a tax climate
where people have an incentive to go out and work, to take a risk, to be productive, to be
entrepreneurs, they do that. And they create jobs and they create economic activity, and
we’ve had many quarters of job creation and economic activity here. We’re coming
unfortunately to a slow-down, but for the past four and a half years, we’ve had dramatic
expansion in jobs and economic activity in this country. And it’s been a function of the
fact that we’ve finally gotten to a tax law which says to the entrepreneur, ‘Go out and
invest. Go out and take a risk. Be a true American. Take that risk and create that small
business and create a job as a result.” And as a result, we’ve generated more revenues.
It’s that simple.



Whereas if you dramatically increase taxes -- and the proposal here from the other side |
guess is going to be that we raise taxes by $2 trillion -- and not accept the President’s
budget in the area of tax policy...well, you talk about an economic slow-down, that’s
going to be more than an economic slow-down, that’s going to be hitting a great, big,
huge cement wall if you raise taxes around here $2 trillion dollars, especially on the
productive side of our economy.

So | just think it’s important to stress again the success of having a tax law which says to
the entrepreneur, ‘Go out and invest; go out and take a risk; go out and create jobs.’
Because that’s how you generate a strong economy. That’s how we compete with the
world and that’s been one of the things we’ve done under this Administration.

I appreciate the Committee’s time.
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