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1 CHAIRMIAN LEVDANSKY: Good morning. 
2 We're a few minutes l a t e . We're j u s t hoping t o 
3 c a t c h members who I know have o t h e r committee 
4 meetings, a p p r o p r i a t i o n s meeting, both House 
5 and Senate I t h i n k are meeting today, so a l o t 
6 of the members of our committee are a l s o 
7 a s s i g n e d t o those committees as w e l l . 
8 T h i s i s the second j o i n t h e a r i n g 
9 between the House and Senate Finance committees 

1 0 t o e x p l o r e the i d e a embodied i n l e g i s l a t i o n t o 
1 1 c r e a t e an independent f i s c a l o f f i c e . We 
1 2 thought i t would be i n s t r u c t i v e and h e l p f u l t o 
1 3 l e a r n what Congress d i d r e l a t i v e t o i t s 
1 4 f o r m a t i o n of a c o n g r e s s i o n a l budget o f f i c e , I 
1 5 b e l i e v e back i n 1974, w i t h the enactment of the 
1 6 C o n g r e s s i o n a l Budget and Impoundment C o n t r o l 
1 7 A c t . 
1 8 The agency c u r r e n t l y employs about 
1 9 250 p e o p l e . The s t a f f i s comprised p r i m a r i l y 
2 0 of economists and p u b l i c p o l i c y a n a l y s t s , and 
2 1 most of t h e i r s t a f f h o l d advanced degrees. The 
2 2 C o n g r e s s i o n a l Budget O f f i c e ' s mandate i s t o 
2 3 p r o v i d e the U n i t e d S t a t e s Congress w i t h 
2 4 o b j e c t i v e , n o n p a r t i s a n and t i m e l y a n a l y s i s t o 
2 5 a i d i n economic and budgetary d e c i s i o n s on a 



1 wider a r r a y of programs covered by the f e d e r a l 
2 budget; and se c o n d l y , the i n f o r m a t i o n and 
3 e s t i m a t e s r e q u i r e d f o r the c o n g r e s s i o n a l budget 
4 p r o c e s s i t s e l f . 
5 Today we are p l e a s e d t o have w i t h us 
6 two r e p r e s e n t a t i v e s from the C o n g r e s s i o n a l 
7 Budget O f f i c e , Mr. Leo Lex, the C h i e f of the 
8 S t a t e and L o c a l Government ( s i c ) E s t i m a t e s 
9 U n i t ; and Mr. K e v i n Booth, who i s the U n i t 

1 0 C h i e f of Revenue E s t i m a t i o n . 
1 1 Mr. Lex w i l l p r o v i d e an overview of 
1 2 the CBO, d i s c u s s i t s h i s t o r y and c u r r e n t 
1 3 s t r u c t u r e , and h i g h l i g h t some of the c h a l l e n g e s 
1 4 t h a t f a c e the agency. Mr. Booth w i l l t a l k 
1 5 about the CBO's revenue e s t i m a t i n g p r a c t i c e s . 
1 6 Our d i s c u s s i o n today i s de s i g n e d t o 
1 7 g i v e a broad overview of the agency and 
1 8 c o n s i d e r whether i t s d e s i g n i s something t h a t 
1 9 we may be a b l e t o emulate here i n P e n n s y l v a n i a 
2 0 through the c r e a t i o n of the proposed 
2 1 independent f i s c a l o f f i c e . 
2 2 With t h a t , l e t me r e c o g n i z e Senator 
2 3 Pat Browne, the Chairman of the Senate Finance 
2 4 Committee f o r h i s opening remarks. 
2 5 CHAIRMIAN BROWNE: J u s t b r i e f l y , Mr. 



1 Chairman, I thank the members of the House 
2 Finance Committee f o r j o i n i n g us today. 
3 J u s t t o summarize our e f f o r t s so f a r , 
4 we had our f i r s t h e a r i n g s e v e r a l weeks ago, on 
5 the t h i r d of February. D u r i n g t h a t h e a r i n g we 
6 heard from t h r e e s e p a r a t e p a r t i e s w i t h t h e i r 
7 o p i n i o n s and s u g g e s t i o n s on the b i l l . Sharon 
8 Ward from the Budget and P o l i c y Center gave a 
9 good overview of what o t h e r s t a t e s are d o i n g 

1 0 and the v a l u e t h a t an independent o f f i c e has t o 
1 1 them, but a l s o s u g g e s t i o n s t o improve the b i l l , 
1 2 s p e c i f i c a l l y i n r e g a r d s t o access of 
1 3 i n f o r m a t i o n from the o f f i c e t o the p u b l i c . 
1 4 We had a gentleman here from the 
1 5 Mercatus Center at George Mason U n i v e r s i t y , Mr. 
1 6 McTigue, who has e x t e n s i v e e x p e r i e n c e , a c t u a l l y 
1 7 a c r o s s the w o r l d ; not o n l y i n the U.S., but i n 
1 8 o t h e r c o u n t r i e s i n Europe, t h a t have used 
1 9 independent o f f i c e s as a means t o p r o v i d e 
2 0 independent o b j e c t i v e i n f o r m a t i o n . He had 
2 1 s t r e s s e d the v a l u e of access t o independent 
2 2 i n f o r m a t i o n as p r o b a b l y the most i m p o r t a n t item 
2 3 t h a t t h i s o f f i c e c o u l d p o t e n t i a l l y p r o v i d e . 
2 4 Then P h i l D u rgin from the L e g i s l a t i v e 
2 5 Budget and Finance Committee p r e s e n t e d the 



1 c u r r e n t m i s s i o n of t h a t committee, and p r o v i d e d 
2 the o p i n i o n t h a t he doesn't b e l i e v e t h a t the 
3 c r e a t i o n of t h i s o f f i c e w i l l be d u p l i c a t i v e t o 
4 t h e i r c u r r e n t m i s s i o n . We r e a l l y a p p r e c i a t e 
5 the comments from those t h r e e t e s t i f i e r s . 
6 Today we are v e r y p l e a s e d t h a t we 
7 have a v a i l a b l e t o us two gentlemen who have dug 
8 themselves out of the snow i n Washington and 
9 made the t r i p up t o p r o v i d e the background and 

1 0 e x p e r i e n c e of one of the n a t i o n ' s foremost 
1 1 agencies p r o v i d i n g independent o b j e c t i v e 
1 2 i n f o r m a t i o n i n t o the government b u d g e t i n g 
1 3 p r o c e s s . I want t o thank you both f o r 
1 4 a t t e n d i n g . I l o o k f o r w a r d t o t h i s h e a r i n g . 
1 5 Thank you. 
1 6 MR. LEX: W e ' l l s t a r t by j u s t k i n d of 
1 7 g i v i n g you a l i t t l e b i t of an i n t r o d u c t i o n 
1 8 about o u r s e l v e s and t e l l you where we come from 
1 9 and what we do at the C o n g r e s s i o n a l Budget 
2 0 O f f i c e . Then I'm g o i n g t o g i v e an o verview of 
2 1 the C o n g r e s s i o n a l Budget O f f i c e and our 
2 2 r e s p o n s i b i l i t i e s b r o a d l y . Mark w i l l focus more 
2 3 on the revenue e s t i m a t i n g r e s p o n s i b i l i t i e s . 
2 4 CHAIRMAN LEVDANSKY: I f I may j u s t 
2 5 b r i e f l y , b e f o r e we get s t a r t e d , i f I c o u l d have 



1 the members of the committee t h a t are p r e s e n t 
2 i d e n t i f y themselves, s t a r t i n g on my f a r l e f t . 
3 REPRESENTATIVE HARRIS: 
4 R e p r e s e n t a t i v e Adam H a r r i s , J u n i a t a , M i f f l i n 
5 and Snyder c o u n t i e s . 
6 REPRESENTATIVE MIRABITO: 
7 R e p r e s e n t a t i v e R i c k M i r a b i t o , Lycoming County. 
8 MS. CONNORS: Stacey Connors, 
9 E x e c u t i v e D i r e c t o r of Senate Finance Committee 

1 0 f o r Senator Browne. 
1 1 REPRESENTATIVE KASSOWAY: Bob 
1 2 Kassoway, I'm the d i r e c t o r of the committee f o r 
1 3 the House Democratic caucus. 
1 4 REPRESENTATIVE BOYD: S c o t t Boyd from 
1 5 the 43rd d i s t r i c t which i s a p o r t i o n of 
1 6 L a n c a s t e r County and v i c e c h a i r of the 
1 7 R e p u b l i c a n caucus. 
1 8 MS. STRATTON: Jenny S t r a t t o n , 
1 9 E x e c u t i v e D i r e c t o r f o r the House R e p u b l i c a n s . 
2 0 SENATOR EICHELBERGER: Senator 
2 1 John E i c h e l b e r g e r from B l a i r , B e d f o r d , 
2 2 Huntingdon, F u l t o n and a l i t t l e p i e c e of 
2 3 M i f f l i n c o u n t i e s . 
2 4 CHAIRMIAN LEVDANSKY: You may proceed. 
2 5 MR. LEX: I have been at the 



1 C o n g r e s s i o n a l Budget O f f i c e now f o r about 15 
2 y e a r s . B e f o r e t h a t I a c t u a l l y worked i n the 
3 E x e c u t i v e Branch Budget O f f i c e i n the S t a t e of 
4 I l l i n o i s . While I was t h e r e i t was a good 
5 o f f i c e . We always thought t h a t we produced the 
6 b e s t o b j e c t i v e i n f o r m a t i o n f o r , at t h a t time i t 
7 was the Governor, t o make h i s d e c i s i o n s . 
8 I t r e a l l y wasn't u n t i l I came t o CBO 
9 about s i x or seven years l a t e r t h a t I r e a l l y 

1 0 s t a r t e d t o u n d e r s t a n d what i t meant t o be 
1 1 b i p a r t i s a n , and I have been t h e r e ever s i n c e . 
1 2 I am c u r r e n t l y C h i e f of the S t a t e and 
1 3 L o c a l Government Cost U n i t at CBO. We 
1 4 p r i m a r i l y l o o k at a l l l e g i s l a t i o n t h a t moves 
1 5 through Congress and t r y and assess i t s impact 
1 6 on s t a t e and l o c a l governments. So, t h a t ' s our 
1 7 r o l e . I t ' s one s l i c e of the r e s p o n s i b i l i t i e s 
1 8 t h a t CBO has o v e r a l l . 
1 9 MR. BOOTH: My name i s Mark Booth. 
2 0 I'm C h i e f of the Revenue E s t i m a t i n g U n i t at 
2 1 CBO. We're r e s p o n s i b l e f o r p r o j e c t i n g f e d e r a l 
2 2 revenues over the next 10 y e a r s , as w e l l as 
2 3 p r o j e c t i n g e f f e c t s -- l e g i s l a t i v e changes on 
2 4 revenues. I've been at CBO f o r over 20 y e a r s . 
2 5 I wasn't e x p e c t i n g t o be t h a t l o n g . But, 



1 n o n e t h e l e s s , l o o k f o r w a r d t o any q u e s t i o n s you 
2 have. 
3 MR. LEX: I j u s t want t o rep e a t what 
4 the Chairman s a i d as f a r as CBO's m i s s i o n i s 
5 concerned because I t h i n k i t ' s r e a l l y 
6 i m p o r t a n t , e s p e c i a l l y a couple of key ph r a s e s . 
7 CBO's m i s s i o n i s t o p r o v i d e o b j e c t i v e , 
8 n o n p a r t i s a n and t i m e l y i n f o r m a t i o n a n a l y s i s and 
9 e s t i m a t e s t o h e l p Congress make d e c i s i o n s . We 

1 0 t a k e t h a t r e s p o n s i b i l i t y v e r y s e r i o u s l y , and i t 
1 1 r e a l l y i s what guides our o v e r a l l approach t o 
1 2 the work t h a t we do. Throughout the year we 
1 3 produce a number of r e p o r t s and e s t i m a t e s t h a t 
1 4 h e l p f u l f i l l t h a t m i s s i o n . 
1 5 In l a t e January, which we j u s t 
1 6 f i n i s h e d , we p u b l i s h e d the Budget and Economic 
1 7 Outlook. T h i s i s one of the l a r g e s t documents 
1 8 t h a t we produce throughout the year, and i t 
1 9 ends up s e r v i n g as the b a s e l i n e f o r d e c i s i o n 
2 0 making r e g a r d i n g the budget throughout the 
2 1 year. I t r e f l e c t s our b e s t judgment about how 
2 2 the economy and o t h e r f a c t o r s w i l l a f f e c t 
2 3 revenues and spending under e x i t i n g laws. 
2 4 I t ' s not t a k i n g i n t o c o n s i d e r a t i o n 
2 5 proposed l e g i s l a t i o n or o t h e r t h i n g s t h a t may 



1 be i n the o f f i n g , but i t ' s s i m p l y the way -¬
2 The way c u r r e n t law i s s t r u c t u r e d , t h i s i s our 
3 b e s t e s t i m a t e of how we see revenues and 
4 spending, and then as a r e s u l t , any d e f i c i t o r , 
5 you know, i n some years i t was s u r p l u s w i l l 
6 r e s u l t i n the next 10 y e a r s . 
7 We a l s o a n a l y z e hundreds of p i e c e s of 
8 l e g i s l a t i o n throughout the year . One of our 
9 p r i m a r y r e s p o n s i b i l i t i e s i s t o i s s u e c o s t 

1 0 e s t i m a t e s about those p i e c e s of l e g i s l a t i o n so 
1 1 t h a t , g i v e n the b a s e l i n e , any proposed 
1 2 l e g i s l a t i o n t h a t comes through Congress w i l l 
1 3 have a d d i t i o n a l i n f o r m a t i o n about how t h a t b i l l 
1 4 might a f f e c t spending revenues going f o r w a r d . 
1 5 The c o s t e s t i m a t e s a l s o i n c l u d e 
1 6 assessments of f e d e r a l mandates on both s t a t e 
1 7 and l o c a l governments i n the p r i v a t e s e c t o r . 
1 8 As I mentioned, t h a t ' s the area t h a t I 
1 9 s u p e r v i s e , p r i m a r i l y the s t a t e and l o c a l 
2 0 e f f e c t s . 
2 1 Now, the d e f i n i n g c h a r a c t e r i s t i c of 
2 2 a l l of t h i s i n f o r m a t i o n , the b a s e l i n e , c o s t 
2 3 e s t i m a t e s , any a d d i t i o n a l l a r g e a n a l y t i c 
2 4 s t u d i e s which we a l s o do, i s t h a t i t ' s 
2 5 o b j e c t i v e and n o n p a r t i s a n . 



1 CBO was c r e a t e d i n 1974 i n the v e r y 
2 waning days of the Nixon A d m i n i s t r a t i o n . I t 
3 was a p o l i t i c a l l y - c h a r g e d environment at the 
4 time, but t h e r e was a need on Congress's p a r t 
5 t o have an o b j e c t i v e source of i n f o r m a t i o n 
6 about budget i s s u e s t h a t they c o u l d r e l y on. 
7 So, they c r e a t e d a budget shop, namely, the 
8 C o n g r e s s i o n a l Budget O f f i c e . That way Congress 
9 d i d n ' t have t o r e l y s o l e l y on the P r e s i d e n t ' s 

1 0 o f f i c e , and i t would have i t s own o b j e c t i v e 
1 1 source of i n f o r m a t i o n . 
1 2 The key f o r us going f o r w a r d was t o 
1 3 s t a y independent and t o p r o v i d e t h a t o b j e c t i v e 
1 4 i n f o r m a t i o n even though we operate i n what's 
1 5 o b v i o u s l y a v e r y p o l i t i c a l environment. That 
1 6 doesn't mean t h a t we're i n s u l a t e d from 
1 7 c r i t i c i s m . R e c e n t l y t h e r e was an a r t i c l e about 
1 8 our c u r r e n t d i r e c t o r i n Time magazine t h a t 
1 9 c a r r i e d the h e a d l i n e , The Numbers Man Whom D.C. 
2 0 T r u s t s and Loathes. So we're not l o v e d by 
2 1 everyone, c e r t a i n l y not a l l the t i m e . 
2 2 Another a r t i c l e i n November i n D.C.'s 
2 3 R o l l C a l l c a l l e d CBO the r e f e r e e or the umpire 
2 4 of the budget system. But at the same time 
2 5 they s a i d t h e r e are no l i n e s t o get i n t o CBO's 



1 f a n c l u b . So we o p e rate i n a p o l i t i c a l l y -
2 charged environment, but we r e c o g n i z e and we 
3 r e a l l y s t r i v e t o m a i n t a i n our r o l e as an 
4 o b j e c t i v e source of i n f o r m a t i o n . 
5 At the same time, w h i l e we may be 
6 what someone would term a r e f e r e e i n the 
7 p r o c e s s , what we say doesn't have any 
8 e n f o r c e a b l e b a s i s . Our r o l e i s p u r e l y 
9 a d v i s o r y . Congress t a k e s our i n f o r m a t i o n and 

1 0 uses i t t o make d e c i s i o n s themselves. Our 
1 1 p r i m a r y c l i e n t s on the H i l l are the budget 
1 2 committees i n the Senate and i n the House. 
1 3 They are the ones t h a t we work most c l o s e l y 
1 4 w i t h i n terms of p r o v i d i n g t h i s i n f o r m a t i o n , 
1 5 and they can t a k e i t or they can l e a v e i t . 
1 6 Most o f t e n they t a k e i t . I t h i n k t h a t comes 
1 7 from our h i s t o r y as b e i n g o b j e c t i v e and 
1 8 n o n p a r t i s a n . 
1 9 Throughout the p r o c e s s we have t o 
2 0 r e a l l y work ha r d t o make sure t h a t we m a i n t a i n 
2 1 a b a l a n c e i n terms of the i n f o r m a t i o n t h a t 
2 2 we're p r o v i d i n g and who we're p r o v i d i n g i t t o . 
2 3 That can be a v e r y d i f f i c u l t dance t o do 
2 4 sometimes, but we have g u i d e l i n e s t h a t h e l p us 
2 5 a c h i e v e t h a t so t h a t we don't -- we c e r t a i n l y 



1 a v o i d even the appearance of t r y i n g t o p l a y 
2 f a v o r i t e s t o one s i d e of the a i s l e or the 
3 o t h e r . 
4 I t h i n k you a l l have c o p i e s o f , some 
5 of them may be a n i c e r p r i n t e d paper, CBO's 
6 g u i d e l i n e s f o r p r e p a r i n g and d i s t r i b u t i n g i t s 
7 e s t i m a t e s and a n a l y s e s . T h i s w i l l g i v e you an 
8 overview of how we make i n f o r m a t i o n a v a i l a b l e . 
9 By and l a r g e , the work t h a t we do i s 

1 0 not c o n f i d e n t i a l . For any p i e c e of l e g i s l a t i o n 
1 1 t h a t has been i n t r o d u c e d t h a t i s p u b l i c 
1 2 i n f o r m a t i o n . There are times where we may work 
1 3 on a c o n f i d e n t i a l b a s i s w i t h a member or w i t h a 
1 4 committee s t a f f t h a t i s i n the p r o c e s s of 
1 5 d e v e l o p i n g l e g i s l a t i o n , but i t has not been 
1 6 made p u b l i c . In those cases we s i m p l y p r o v i d e 
1 7 i n f o r m a l e s t i m a t e s or guidance about -- so t h a t 
1 8 they have some i d e a of what budgetary 
1 9 i m p l i c a t i o n s i t may have. 
2 0 Now, once a p i e c e of l e g i s l a t i o n i s 
2 1 i n t r o d u c e d , and CBO does an e s t i m a t e e i t h e r at 
2 2 the re q u e s t or i f i t ' s been r e p o r t e d by 
2 3 committee--we have a s t a t u t o r y mandate t o 
2 4 p r o v i d e an e s t i m a t e - - t h e n our e s t i m a t e s are 
2 5 p u b l i c l y a v a i l a b l e and we i s s u e them 



1 s i m u l t a n e o u s l y t o both r a n k i n g members and 
2 chairmen of committees t o both s i d e s of the 
3 a i s l e , t o the l e a d e r s h i p of both p a r t i e s . So 
4 t h a t ' s the way we s t r i v e t o make sure t h a t our 
5 approach i s b a l a n c e d . 
6 A l i t t l e b i t more about CBO's 
7 s t r u c t u r e . Our d i r e c t o r i s a p p o i n t e d by the 
8 Speaker of the House and the P r e s i d e n t Pro Tem 
9 of the Senate or the most s e n i o r member of the 

1 0 Senate, a f t e r c o n s u l t a t i o n , a g a i n , w i t h the 
1 1 budget committees. 
1 2 Beyond t h a t , h i r i n g p r a c t i c e s at CBO 
1 3 are done w i t h o u t c o n s i d e r a t i o n t o p o l i t i c a l 
1 4 a f f i l i a t i o n , and t h a t ' s a c t u a l l y p a r t of the 
1 5 s t a t u t e t h a t c r e a t e d CBO; t h a t d i r e c t s a l l 
1 6 h i r i n g p r a c t i c e s t o be c a r r i e d out w i t h o u t 
1 7 r e g a r d t o p o l i t i c a l a f f i l i a t i o n . At the same 
1 8 time, employees work at the w i l l of the 
1 9 d i r e c t o r , but t h e y ' r e h i r e d based p u r e l y on 
2 0 t h e i r p r o f e s s i o n a l a b i l i t i e s , academic 
2 1 c r e d e n t i a l s and e x p e r i e n c e . 
2 2 With t h a t I t h i n k I ' l l t u r n i t over 
2 3 t o Mark and he can t a l k t o you a l i t t l e b i t 
2 4 more about revenue e s t i m a t i n g at CBO and how 
2 5 t h a t p r o c e s s u n f o l d s . 



1 MR. BOOTH: Great. I t ' s a p l e a s u r e 
2 t o be here today t o t a l k about CBO's r o l e i n 
3 p r o j e c t i n g f e d e r a l revenues as a p a r t of the 
4 f e d e r a l budget. As s t a t e d by Leo, CBO i s s u e s a 
5 d e t a i l e d f e d e r a l budget p r o j e c t i o n every 
6 January. We update i t a g a i n i n J u l y or August. 
7 I t c o n t a i n s much d e t a i l about f e d e r a l revenues 
8 and o u t l a y s w i t h c u r r e n t year p r o j e c t i o n s f o r 
9 the c u r r e n t year as w e l l as f o r the f o l l o w i n g 

1 0 each of the next 10 y e a r s . Those budget 
1 1 p r o j e c t i o n s p r o v i d e Congress w i t h a b a s e l i n e 
1 2 a g a i n s t which measures the e f f e c t s of proposed 
1 3 changes i n the law. 
1 4 I ' l l now focus on the revenue 
1 5 p r o j e c t i o n s . By d e s i g n the revenue p r o j e c t i o n s 
1 6 are not i n t e n d e d t o f o r e c a s t a c t u a l budget 
1 7 outcomes. In o r d e r t o serve as a b a s e l i n e i n 
1 8 which t o measure the changes from -- of the 
1 9 e f f e c t s of changes i n law, the p r o j e c t i o n s need 
2 0 t o r e f l e c t what would happen over the next 10 
2 1 years under c u r r e n t p o l i c y . 
2 2 So, as a r e s u l t of the b a s e l i n e 
2 3 revenue p r o j e c t i o n s g e n e r a l l y assume the 
2 4 c u r r e n t t a x p o l i c i e s remain i n p l a c e . The laws 
2 5 remain i n p l a c e , schedule -- changes i n law 



1 occur on s c h e d u l e . I've heard t h i s d e s c r i b e d 
2 as e f f e c t i v e l y assuming t h a t t a x p o l i c y remains 
3 on auto p i l o t ; no changes i n the law, from 
4 hence f o r w a r d . 
5 S t a f f on J o i n t Committee on T a x a t i o n , 
6 another independent n o n p a r t i s a n group w i t h i n 
7 the Congress produce e s t i m a t e s of most of the 
8 e f f e c t s of law changes on revenues. 
9 L e g i s l a t i o n a f f e c t i n g revenue i s enacted d u r i n g 

1 0 t h a t s e s s i o n of Congress, the CBO -- JTC 
1 1 e s t i m a t e s the e f f e c t s of those law changes on 
1 2 revenues. CBO then b u i l d s those e f f e c t s i n t o 
1 3 the subsequent b a s e l i n e e s t i m a t e t h a t i t 
1 4 produces. 
1 5 CBO and the J o i n t Committee on 
1 6 T a x a t i o n c l e a r l y have t o work v e r y c l o s e l y 
1 7 t o g e t h e r . CBO p r o v i d e s the b a s e l i n e o f f of 
1 8 which the J o i n t Committee on T a x a t i o n e s t i m a t e s 
1 9 are based. CBO needs t o know how the e s t i m a t e s 
2 0 are p r e p a r e d i n o r d e r t o b u i l d them i n t o the 
2 1 b a s e l i n e , subsequent b a s e l i n e , a f t e r which 
2 2 changes i n economic -- the economic environment 
2 3 can change e s s e n t i a l l y e f f e c t s of those law 
2 4 changes. That gets c a l c u l a t e d i n t o b a s e l i n e 
2 5 p r o j e c t i o n s . 



1 CBO p r o j e c t s b a s e l i n e revenues f o r 
2 a l l the major revenue s o u r c e s . 
3 CHAIRMIAN LEVDANSKY: Can you get the 
4 microphone a l i t t l e c l o s e r ? 
5 MR. BOOTH: C e r t a i n l y . CBO p r o j e c t s 
6 revenues f o r a l l the major f e d e r a l t a x s o u r c e s ; 
7 e i t h e r i n d i v i d u a l income t a x , c o r p o r a t e income 
8 t a x e s , s o c i a l i n s u r a n c e o t h e r w i s e known as 
9 p a y r o l l t a x e s , e x c i s e t a x e s , s t a t e and g i f t 

1 0 t a x e s , customs d u t i e s , m i s c e l l a n e o u s f e e s and 
1 1 f i n e s . I can c e r t a i n l y answer any q u e s t i o n s -¬
1 2 t r y t o answer any q u e s t i o n s you might have 
1 3 about how we e s t i m a t e those p a r t i c u l a r f e d e r a l 
1 4 revenue s o u r c e s . 
1 5 As w i t h a l l p r o j e c t i o n s of economic 
1 6 a c t i v i t y , the revenue p r o j e c t i o n s are s u b j e c t 
1 7 t o much u n c e r t a i n t y . We're c o n t i n u a l l y working 
1 8 on our models t o t r y t o improve our methodology 
1 9 on our f o r e c a s t and t r a c k r e c o r d . We undertake 
2 0 a number of d i f f e r e n t a c t i v i t i e s t o do t h i s . 
2 1 We compare our models w i t h those of o t h e r 
2 2 f o r e c a s t e r s i n the s t a t e s and o t h e r f o r e c a s t e r s 
2 3 w i t h i n the f e d e r a l government. 
2 4 We c o n s u l t w i t h e x p e r t s i n academia, 
2 5 i n the p r i v a t e s e c t o r , i n t h i n k t a n k s . We a l s o 



1 undertake c o n s i d e r a b l e a n a l y s i s of our -- of 
2 our f o r e c a s t e r r o r s as the f e d e r a l revenue 
3 stream r i s e s above or f a l l s below a n t i c i p a t e d 
4 amounts. We l e a r n about the v a r i o u s f a c t o r s 
5 t h a t cause the -- cause the f o r e c a s t e r r o r s , 
6 a l t h o u g h t y p i c a l l y i t ' s w i t h a d e l a y . On the 
7 revenue s i d e the i n f o r m a t i o n through t a x 
8 r e t u r n s , which i s the most d e t a i l e d i n f o r m a t i o n 
9 we get, i t comes w i t h somewhat of a l a g . 

1 0 A l s o CBO's budget p r o j e c t i o n s 
1 1 e s p e c i a l l y i n our annual r e p o r t , we p u b l i s h 
1 2 much d e t a i l about the revenue assumptions; 
1 3 p r o v i d e much t r a n s p a r e n c y f o r our p r o j e c t i o n s 
1 4 and a l l o w s o t h e r s t o compare t h e i r r e s u l t s 
1 5 a g a i n s t o u r s . We b e l i e v e t h a t such 
1 6 t r a n s p a r e n c y , i n e f f e c t , a l l o w o t h e r s t o 
1 7 c r i t i q u e our f o r e c a s t assumptions a i d s i n our 
1 8 a b i l i t y t o p r o v i d e the b e s t p r o j e c t i o n s as 
1 9 p o s s i b l e . 
2 0 I ' l l end w i t h one note about the 
2 1 i n f o r m a t i o n a v a i l a b l e t o the C o n g r e s s i o n a l 
2 2 Budget O f f i c e i n p r o d u c i n g i t s revenue 
2 3 e s t i m a t e s . We g e n e r a l l y have access t o the 
2 4 same i n f o r m a t i o n from t a x r e t u r n s t h a t are 
2 5 a v a i l a b l e t o the E x e c u t i v e Branch when i t 



1 produces i t s f o r e c a s t of revenues. Such 
2 i n f o r m a t i o n i s s u b j e c t t o numerous s a f e g u a r d s . 
3 The t a x r e t u r n i n f o r m a t i o n p r o v i d e s us w i t h 
4 c r i t i c a l d e t a i l , i f n e c e s s a r y , t o un d e r s t a n d 
5 p a s t a c t i v i t y of the economy and t a x p a y e r s and, 
6 t h e r e f o r e , enables us t o p r o j e c t f u t u r e 
7 a c t i v i t y b e t t e r . I ' l l end t h e r e and welcome 
8 any q u e s t i o n s . 
9 CHAIRMAN LEVDANSKY: We have been 

1 0 j o i n e d by a couple of members, i f t h e y ' l l 
1 1 i n t r o d u c e themselves. 
1 2 REPRESENTATIVE TAYLOR: R i c k T a y l o r 
1 3 from Montgomery County. 
1 4 REPRESENTATIVE COX: Jim Cox from 
1 5 Berks County. 
1 6 CHAIRMAN LEVDANSKY: With t h a t , any 
1 7 q u e s t i o n s from members? R e p r e s e n t a t i v e Boyd. 
1 8 REPRESENTATIVE BOYD: Thank you, Mr. 
1 9 Chairman. 
2 0 Mr. Lex, you mentioned the E x e c u t i v e 
2 1 D i r e c t o r i s a p p o i n t e d , i f I heard you 
2 2 c o r r e c t l y , by the r a n k i n g member of the Senate 
2 3 and r a n k i n g member of the House; i s t h a t 
2 4 c o r r e c t ? 
2 5 MR. LEX: The Speaker of the House 



1 and the P r e s i d e n t Pro Tem of the Senate. 
2 REPRESENTATIVE BOYD: How l o n g do 
3 they serve? Is t h a t f o r a term, a p e r i o d of 
4 time? 
5 MR. LEX: They serve f o r f o u r - y e a r 
6 terms. They can be r e a p p o i n t e d a f t e r t h a t . 
7 Even i f they are not r e a p p o i n t e d , they can 
8 c o n t i n u e t o serve u n t i l e i t h e r t h e y ' r e 
9 r e a p p o i n t e d or some -- a new d i r e c t o r i s 

1 0 a p p o i n t e d then a f t e r t h a t . 
1 1 REPRESENTATIVE BOYD: So, i f -¬
1 2 MR. LEX: They can a l s o be removed 
1 3 by, I t h i n k i t ' s -- by r e s o l u t i o n of one House, 
1 4 the House or the Senate. That i s i t . That's 
1 5 never o c c u r r e d . 
1 6 REPRESENTATIVE BOYD: That's never 
1 7 o c c u r r e d ? 
1 8 MR. LEX: That's never o c c u r r e d . 
1 9 REPRESENTATIVE BOYD: Because I was 
2 0 going t o ask, t h i s whole i s s u e of b e i n g 
2 1 n o n p a r t i s a n , I'm t r y i n g t o und e r s t a n d how i n 
2 2 t h a t environment i t can be n o n p a r t i s a n . Maybe 
2 3 the f a c t t h a t p u b l i c p r e s s u r e , i f somebody 
2 4 would be removed or something l i k e t h a t ; the 
2 5 f a c t t h a t i t ' s never happened, maybe t h a t has 



1 something t o do w i t h i t . And t i e d t o t h a t i s , 
2 how are you funded? Where's your money come 
3 from t o o p e rate the o f f i c e ? 
4 MR. LEX: We r e c e i v e our f u n d i n g 
5 through a p p r o p r i a t i o n s . We're p a r t of the 
6 L e g i s l a t i v e Branch so we r e c e i v e our budget 
7 a p p r o p r i a t i o n s j u s t l i k e any o t h e r l e g i s l a t i v e 
8 agency, the L i b r a r y of Congress, Government 
9 A c c o u n t a b i l i t y O f f i c e , t h i n g s l i k e t h a t . 

1 0 To get t o your e a r l i e r q u e s t i o n , i t ' s 
1 1 a l i t t l e b i t of c o n j e c t u r e as t o how i t 
1 2 happened. But I t h i n k t h a t you can l o o k back 
1 3 p r o b a b l y at j u s t , we have a h i s t o r y t h a t we 
1 4 r e a l l y b e n e f i t from i n b e i n g n o n p a r t i s a n , and 
1 5 as a r e s u l t , b e i n g v e r y w e l l r e s p e c t e d . So, I 
1 6 would suspect any attempt t o remove a d i r e c t o r 
1 7 p u r e l y out of a p o l i t i c a l m o t i v a t i o n would 
1 8 r a i s e a g r e a t d e a l of c o n s t e r n a t i o n . A l s o , the 
1 9 p o l i t i c a l b a l a n c e of power s h i f t s over ti m e , so 
2 0 t h a t ' s p r o b a b l y not a precedent t h a t e i t h e r 
2 1 p a r t y ever wants t o s e t . 
2 2 REPRESENTATIVE BOYD: And I 
2 3 u n d e r s t a n d t h a t . I a p p r e c i a t e the h i s t o r i c a l 
2 4 c o n t e x t , t h a t ' s i m p o r t a n t . Years ago the f e d 
2 5 chairman would have been seen as a n o n p a r t i s a n 



1 i s s u e , but i t seems t o be more and more, 
2 t h e r e ' s so much a t t e n t i o n d i r e c t e d at who's i n 
3 t h a t s e a t , and the economic p o l i c i e s t h a t come 
4 as a r e s u l t of p o l i c i e s d i r e c t e d by the f e d 
5 t h a t i t ' s becoming p a r t i s a n . 
6 I would l i k e t o know i f t h e r e ' s any 
7 p o t e n t i a l s a f e g u a r d s , i f we c r e a t e an o f f i c e i n 
8 the Commonwealth, I t h i n k i t would be 
9 i m p e r a t i v e t h a t we would put some t h i n g s i n 

1 0 p l a c e t o a v o i d some of the p o l i t i c a l -¬
1 1 p o t e n t i a l p o l i t i c a l p r e s s u r e s t h a t can be put 
1 2 on the agency. I t seems wherever your f u n d i n g 
1 3 comes from t h a t , u l t i m a t e l y , seems t o be where 
1 4 p r e s s u r e can be a p p l i e d . 
1 5 Is your f u n d i n g -- I f i t ' s an 
1 6 a p p r o p r i a t i o n i t ' s s u b j e c t t o i n c r e a s e s and 
1 7 c u t s at w i l l of the Congress at the time? 
1 8 MR. LEX: R i g h t . 
1 9 REPRESENTATIVE BOYD: Then I a c t u a l l y 
2 0 have one more q u e s t i o n s p e c i f i c a l l y f o r Mr. 
2 1 Booth. 1974, 36 years of h i s t o r y roughly--I'm 
2 2 p u b l i c educated so -- I'm j u s t k i d d i n g . We 
2 3 have g r e a t s c h o o l s i n P e n n s y l v a n i a , 501 
2 4 d i s t r i c t l e v e l s . Say what? 
2 5 CHAIRMIAN LEVDANSKY: 45. 



1 REPRESENTATIVE BOYD: Qu e s t i o n i s , 
2 how i s your t r a c k r e c o r d w i t h p r o j e c t i n g 
3 revenue? I mean, how do you t r a c k w i t h your 
4 p r o j e c t i o n s v e r s u s a c t u a l s ? And r e a l 
5 s p e c i f i c a l l y , 10 years ago the Congress 
6 implemented a p r e t t y s u b s t a n t i v e t a x r o l l b a c k 
7 which i s p r o j e c t e d t o sunset and go back t o 
8 p r i o r l e v e l s . 
9 How d i d your revenue p r o j e c t i o n s 

1 0 t r a c k your 10-year h i s t o r y on what the e f f e c t 
1 1 of those t a x cu t s would be, and what do you see 
1 2 as the p r o j e c t i o n of the next 10 years based on 
1 3 c u r r e n t p o l i c y b e i n g t h a t those t a x cu t s w i l l , 
1 4 i n f a c t , go away? 
1 5 MR. BOOTH: C e r t a i n l y t r a c k r e c o r d s 
1 6 are a l l -- i t ' s a l l r e l a t i v e . Sometimes 
1 7 t h e y ' r e v e r y d i f f i c u l t , v e r y v o l a t i l e s e r i e s t o 
1 8 p r o j e c t , and you'd expect t o have h i g h e r -¬
1 9 h i g h e r e r r o r s f o r those s e r i e s . Some s e r i e s of 
2 0 economic a c t i v i t y are much more s t a b l e , much 
2 1 e a s i e r t o p r o j e c t . F e d e r a l revenues, some 
2 2 sources are v e r y v o l a t i l e , l i k e c o r p o r a t e 
2 3 income t a x e s , f o r example. Some components of 
2 4 i n d i v i d u a l income t a x e s such as the element of 
2 5 c a p i t a l g a i n s are v e r y v o l a t i l e . 



1 I can c i t e some s t a t i s t i c s f o r the 
2 c u r r e n t year, f o r example. The f o r e c a s t we 
3 make t y p i c a l l y i n January f o r the year 
4 t h a t ' s -- the f i s c a l year i s t h r e e months 
5 a l r e a d y p a s t , t y p i c a l l y have a f o r e c a s t e r r o r 
6 of about two p e r c e n t of revenues f o r t h a t year 
7 w i t h o u t r e g a r d t o s i g n (phonetic) one way or 
8 the o t h e r i s the average. That f o r e c a s t e r r o r 
9 i n c r e a s e s as the h o r i z o n l e n g t h e n s ; about f o u r 

1 0 p e r c e n t f o r the second year which i s t y p i c a l l y 
1 1 the budget year t h a t Congress i s c o n s i d e r i n g . 
1 2 I t i n c r e a s e s as time -- as you go out f u r t h e r . 
1 3 F i v e years has been our -- the l o n g e s t p e r i o d 
1 4 t h a t we have a good t r a c k r e c o r d f o r . The 
1 5 e s t i m a t e s now f o r the c o n v e n t i o n a l b a s e l i n e go 
1 6 out 10 y e a r s , but we haven't been do i n g t h a t 
1 7 l o n g enough t o have much of a t r a c k r e c o r d . So 
1 8 i t ' s r e l a t i v e and i t ' s dependent on the t a x 
1 9 s o u r c e s . 
2 0 As f a r as -- Your o t h e r q u e s t i o n s 
2 1 were? 
2 2 REPRESENTATIVE BOYD: I guess, I 
2 3 don't know i f you d i d your 10-year 
2 4 p r o j e c t i o n -¬
2 5 MR. BOOTH: Going f o r w a r d of the --



1 REPRESENTATIVE BOYD: Yeah. I 
2 mean -¬
3 MR. BOOTH: -- of the 2001, 2003 t a x 
4 c u t s . 
5 REPRESENTATIVE BOYD: Yeah. I mean, 
6 how d i d we t r a c k -- I mean, i t ' s b a s i c a l l y 
7 almost 10 y e a r s . With your revenue p r o j e c t i o n s 
8 how do we t r a c k based on those? And then, what 
9 do you see i n the next 10 yea r s ? 

1 0 MR. BOOTH: The January 2001 f o r e c a s t 
1 1 at t h a t time p r o j e c t e d s u r p l u s as f a r as the 
1 2 eye c o u l d see, the f e d l e v e l and -- That was 
1 3 r i g h t b e f o r e the r e c e s s i o n of 2001 o c c u r r e d . 
1 4 Other f a c t o r s which dampened revenues 
1 5 s u b s t a n t i a l l y ; c a p i t a l g a i n s w i t h the s t o c k 
1 6 market d e c l i n e d at t h a t t i m e , so those 
1 7 f o r e c a s t s were v e r y o p t i m i s t i c . 
1 8 P a r t of the f o r e c a s t e r r o r where the 
1 9 subsequent 10 years o c c u r r e d because of 
2 0 l e g i s l a t i v e changes, t a x cu t s enacted 
2 1 e s p e c i a l l y i n 2001 and 2003, but a g r e a t e r p a r t 
2 2 of the f o r e c a s t i n g e r r o r at t h a t time was due 
2 3 t o u n d e r l y i n g economic a c t i v i t y . 
2 4 We never know w i t h p r e c i s e a c c u r a c y 
2 5 what the e f f e c t s of law changes are l o o k i n g 



1 back. You can't s e p a r a t e l y i d e n t i f y what the 
2 e f f e c t s of the law change are from the 
3 u n d e r l y i n g economic a c t i v i t y . We can i n f e r 
4 from a v a i l a b l e i n f o r m a t i o n . We don't b e l i e v e 
5 the revenue e s t i m a t e s at the time were g r o s s l y 
6 o f f , but they b u i l d i n c e r t a i n b e h a v i o r a l 
7 assumptions. We can't j u s t l o o k at one l i n e 
8 from d a t a , from t a x r e t u r n s and say, t h i s 
9 f o r e c a s t of a change was spot on or not. 

1 0 Going f o r w a r d , the assumption b u i l t 
1 1 i n t o the b a s e l i n e i s t h a t the 2001, 2003 t a x 
1 2 c u t s w i l l e x p i r e as s c h e d u l e d at the end of the 
1 3 2010, and t h a t causes a s i g n i f i c a n t i n c r e a s e i n 
1 4 p r o j e c t e d revenues come 2011 and 2012. A g a i n , 
1 5 t h a t ' s not a f o r e c a s t of what w i l l a c t u a l l y 
1 6 happen. That's the base case a g a i n s t which the 
1 7 law changes t h a t may w e l l be enacted and would 
1 8 be measured a g a i n s t . 
1 9 But w i t h those -- With t h a t 
2 0 assumption t h a t those t a x c u t s w i l l e x p i r e , 
2 1 f e d e r a l revenues r i s e f a i r l y s u b s t a n t i a l l y . 
2 2 They're c u r r e n t l y at v e r y , v e r y low l e v e l s , 
2 3 h i s t o r i c a l l y r e l a t i v e t o o v e r a l l economic 
2 4 a c t i v i t y , 2009, and we expect i n 2010 r o u g h l y 
2 5 60-year lows r e l a t i v e t o G.E.P. 



1 Then a f t e r the t a x c u t s e x p i r e and 
2 w i t h some o t h e r f a c t o r s b u i l t i n t o the t a x 
3 system, they g r a d u a l l y cause revenues t o r i s e 
4 over t i m e . We expect revenues t o be some of 
5 t h e i r h i g h e s t l e v e l s r e l a t i v e t o G.E.P. i n the 
6 p a s t 60 years by the end of the 10-year p e r i o d . 
7 Much of t h a t i s caused by the e x p i r a t i o n of 
8 those t a x p r o v i s i o n s . 
9 REPRESENTATIVE BOYD: Thank you. 

1 0 CHAIRMIAN LEVDANSKY: Mr. Booth, c o u l d 
1 1 you move the microphone a l i t t l e c l o s e r t o you 
1 2 and make sure i t ' s on. I can see a few people 
1 3 i n the back can't q u i t e hear. 
1 4 R e p r e s e n t a t i v e M i r a b i t o . 
1 5 REPRESENTATIVE MIRABITO: Thank you. 
1 6 Two q u e s t i o n s . Mr. Lex, you s t a t e d 
1 7 t h a t you worked i n s t a t e government. I t wasn't 
1 8 u n t i l you got t o CBO t h a t you r e a l i z e d t h a t a l l 
1 9 those years you had put i n t h a t you thought you 
2 0 were d o i n g o b j e c t i v e a n a l y s i s i t d i d n ' t appear. 
2 1 What was d i f f e r e n t and what made you r e a l i z e 
2 2 t h a t ? 
2 3 MR. LEX: I t h i n k one of the key 
2 4 t h i n g s -- When I worked f o r the E x e c u t i v e 
2 5 Branch i n I l l i n o i s , I c e r t a i n l y t h i n k the work 



1 t h a t I d i d t h e r e was of the same c a l i b e r as 
2 what I'm d o i n g at CBO. I t ' s j u s t a b i t 
3 d i f f e r e n t . At t h a t time I was working i n the 
4 budget o f f i c e i n a governor's o f f i c e . Our r o l e 
5 t h e r e was t o do a n a l y s i s , and a l s o t o make 
6 recommendations t o the Governor about what 
7 a c t i o n s he s h o u l d t a k e on p a r t i c u l a r measures. 
8 At the C o n g r e s s i o n a l Budget O f f i c e we 
9 don't make recommendations. We p r o v i d e 

1 0 i n f o r m a t i o n . D e c i s i o n s are l e f t t o the members 
1 1 of the House and the Senate. So our r o l e 
1 2 r e a l l y i s f o c u s e d on p r o v i d i n g the b e s t 
1 3 p o s s i b l e i n f o r m a t i o n ; not t o make p o l i c y 
1 4 recommendations or t o d i r e c t d e c i s i o n making. 
1 5 I t h i n k t h a t ' s p r o b a b l y the b i g g e s t d i f f e r e n c e . 
1 6 REPRESENTATIVE MIRABITO: So, i n 
1 7 o t h e r words, i n your p r i o r work the p o l i c y came 
1 8 and the numbers f o l l o w e d , and here the numbers 
1 9 come f i r s t and then you j u s t l e t i t d i e ? 
2 0 MR. LEX: I wouldn't n e c e s s a r i l y say 
2 1 t h a t . I don't know t h a t -- t h a t my work i n 
2 2 t h a t environment r e a l l y was d i r e c t e d by the 
2 3 p o l i c y . But we might -- We would l o o k at the 
2 4 numbers and then maybe tak e i n t o c o n s i d e r a t i o n 
2 5 o t h e r f a c t o r s , you know, and t a k i n g t h a t a l l as 



1 a package make recommendations. 
2 I don't want t o g i v e the i m p r e s s i o n 
3 t h a t our a n a l y s i s -- The s t a t e at t h a t time was 
4 p u r e l y d i r e c t e d t o make the numbers f i t . 
5 That's not the case. But t h e r e was much more 
6 of a p o l i c y recommendation component t o i t than 
7 t h e r e i s at the C o n g r e s s i o n a l Budget O f f i c e . 
8 REPRESENTATIVE MIRABITO: And I 
9 wasn't i m p l y i n g t h a t j u s t so you know. I t h i n k 

1 0 I u n d e r s t a n d t o t a l l y what you're s a y i n g . The 
1 1 f a c t t h e r e were no recommendations made by CBO 
1 2 makes a b i g d i f f e r e n c e . 
1 3 MR. LEX: R i g h t . 
1 4 REPRESENTATIVE MIRABITO: You're 
1 5 l o o k i n g p u r e l y at numbers. 
1 6 The second q u e s t i o n , you've been 
1 7 around about 36 y e a r s . Have you ever been 
1 8 wrong on something? Have you ever had the 
1 9 numbers wrong where someone has c h a l l e n g e d i t ? 
2 0 I mean, you mentioned t h a t t h e r e ' s a 
2 1 f e e l i n g of r e s p e c t , but have t h e r e been 
2 2 s i g n i f i c a n t -- I'm sure people c h a l l e n g e a l l 
2 3 the tim e . But have t h e r e been s i g n i f i c a n t -¬
2 4 Can you g i v e us an example of a s i g n i f i c a n t 
2 5 i s s u e where the numbers j u s t d i d n ' t pan out the 



1 way you thought? And i f so, what's the -¬
2 MR. LEX: There are t i m e s . 
3 U n f o r t u n a t e l y , I can't g i v e you a s p e c i f i c 
4 example, but t h e r e are times where we w i l l 
5 i s s u e r e v i s e d e s t i m a t e s , f o r i n s t a n c e , on a 
6 p i e c e of l e g i s l a t i o n . I f we i s s u e a c o s t 
7 e s t i m a t e t h a t makes c e r t a i n assumptions g i v e n 
8 the i n f o r m a t i o n t h a t ' s a v a i l a b l e at the t i m e ; 
9 then i f time goes on, say a month or two, and 

1 0 the l e g i s l a t i o n i s s t i l l i n p l a y , i t ' s s t i l l up 
1 1 f o r c o n s i d e r a t i o n , i t hasn't been withdrawn or 
1 2 t h i n g s l i k e t h a t , and new i n f o r m a t i o n comes 
1 3 about t h a t i s -- t h a t would change the n a t u r e 
1 4 of t h a t e s t i m a t e , then -- I t h i n k i t ' s u s u a l l y 
1 5 at the r e q u e s t of a member. When t h a t comes t o 
1 6 the f l o o r , we w i l l i s s u e a r e v i s e d e s t i m a t e and 
1 7 make i t c l e a r why we're d o i n g t h a t . 
1 8 P a r t of t h a t i s r e a l l y the whole i d e a 
1 9 of openness. We do have a requirement under 
2 0 law, but i t ' s a l s o on the b a s i s of p r i n c i p l e , 
2 1 t h a t when we do an e s t i m a t e we make our 
2 2 assumptions known; t h a t we put out a b a s i s of 
2 3 e s t i m a t e so t h a t people u n d e r s t a n d why we're 
2 4 coming t o the c o n c l u s i o n s t h a t we a r e . And 
2 5 then i f c i r c u m s t a n c e s change so t h a t those 



1 assumptions no l o n g e r would be c o n s i d e r e d 
2 r e a s o n a b l e , then we c e r t a i n l y would do a 
3 r e v i s e d e s t i m a t e . 
4 REPRESENTATIVE MIRABITO: Thank you. 
5 Thank you f o r coming. 
6 CHAIRMAN LEVDANSKY: Senator 
7 E i c h e l b e r g e r . 
8 SENATOR EICHELBERGER: Thank you, Mr. 
9 Chairman. Couple q u e s t i o n s . 

1 0 Do you guys ever work w i t h OMB, or do 
1 1 you do e v e r y t h i n g independent? 
1 2 MR. LEX: We work v e r y c l o s e l y w i t h 
1 3 OMB i n terms of -- I n d i v i d u a l a n a l y s t s have 
1 4 ongoing r e l a t i o n s h i p s w i t h t h e i r c o u n t e r p a r t s 
1 5 at the O f f i c e of Management and Budget. We're 
1 6 a l l working on the same programs. 
1 7 Q u i t e o f t e n , e s p e c i a l l y i n March when 
1 8 we're r e - e s t i m a t i n g the P r e s i d e n t ' s p r o p o s a l s , 
1 9 i t ' s n e c e s s a r y f o r our a n a l y s t t o be a b l e t o 
2 0 t a l k w i t h people at the O f f i c e of Management 
2 1 and Budget about what assumptions they used i n 
2 2 terms of coming up w i t h t h e i r e s t i m a t e s of c o s t 
2 3 of new p r o p o s a l s or new p o l i c i e s . There's 
2 4 c e r t a i n l y a l o t of g i v e and t a k e between the 
2 5 two o f f i c e s on a s t a f f b a s i s c e r t a i n l y . 



1 SENATOR EICHELBERGER: Do you t h i n k 
2 you s t i l l manage then t o have an independent 
3 o p i n i o n , though? 
4 MR. LEX: C e r t a i n l y . We're not -¬
5 Our r o l e i s not b e h o l d i n g t o them i n any way, 
6 but t h e y ' r e a p r i m a r y source of i n f o r m a t i o n , 
7 j u s t as any o t h e r -- j u s t as agencies are 
8 o u t s i d e r e s o u r c e s . I mean, we w i l l -- Our g o a l 
9 i s t o get the b e s t p o s s i b l e i n f o r m a t i o n 

1 0 wherever we can. OMB i s c e r t a i n l y a g r e a t 
1 1 source of i n f o r m a t i o n . 
1 2 SENATOR EICHELBERGER: Okay. I t h i n k 
1 3 I und e r s t a n d . You view them more of a r e s o u r c e 
1 4 than you do -- I don't know how t o say i t . You 
1 5 don't r e l y on t h e i r o p i n i o n . You use them f o r 
1 6 i n f o r m a t i o n a l purposes? 
1 7 MR. LEX: A b s o l u t e l y . 
1 8 SENATOR EICHELBERGER: I re a d through 
1 9 some of t h i s t h i s morning. I wanted t o be 
2 0 c l e a r about any p o l i t i c a l p r e s s u r e t h a t ' s put 
2 1 on your o r g a n i z a t i o n . Do you -- How many 
2 2 s c h e d u l e d p r o j e c t s , j u s t a b a l l p a r k , do you do 
2 3 a year v e r s u s s p e c i a l assignments? Do you get 
2 4 s p e c i a l assignments from people i n Congress 
2 5 t h a t ask you t o l o o k at v a r i o u s i s s u e s ? 



1 MR. LEX: We get i n d i v i d u a l r e q u e s t s . 
2 Over the course of a year we p r o b a b l y l o o k at 
3 anywhere from 450 t o 700 p i e c e s of l e g i s l a t i o n . 
4 So those are c o s t e s t i m a t e s t h a t CBO p u b l i s h e s . 
5 SENATOR EICHELBERGER: Can I 
6 i n t e r r u p t you? Those are the ones then t h a t 
7 are r e f e r r e d out of committee. You 
8 a u t o m a t i c a l l y do those -¬
9 MR. LEX: R i g h t . 

1 0 SENATOR EICHELBERGER: -- so t h a t ' s a 
1 1 guarantee. There's no p o l i t i c a l i n f l u e n c e 
1 2 t h e r e . I f i t ' s r e f e r r e d out of committee, you 
1 3 f o l k s do a r e p o r t ? 
1 4 MR. LEX: C o r r e c t , c o r r e c t . W i t h i n 
1 5 t h a t , I s h o u l d q u a l i f y t h a t . The v a s t m a j o r i t y 
1 6 of those are b i l l s t h a t are r e p o r t e d out of 
1 7 committee. There i s g o i n g t o be some p o r t i o n 
1 8 t h a t may be s p e c i a l r e q u e s t s . They may be 
1 9 r e q u e s t s from l e a d e r s h i p , from c h a i r s of 
2 0 committees or r a n k i n g members. Our p r i m a r y -¬
2 1 And CBO's p o l i c i e s , t h i s k i n d of l a y s 
2 2 out how we respond t o r e q u e s t s and what are our 
2 3 requirements are f o r making i n f o r m a t i o n 
2 4 a v a i l a b l e i n terms of f o r m a l e s t i m a t e s . 
2 5 The f i r s t p r i o r i t y i s always t h i n g s 



1 r e p o r t e d out of committee. Then t h e r e are 
2 r e q u e s t s from l e a d e r s h i p or committee c h a i r s or 
3 r a n k i n g members. I n d i v i d u a l members we w i l l 
4 attempt t o address t o the e x t e n t t h a t we have 
5 time and r e s o u r c e s t o do t h a t . 
6 In a l l of th o s e , i n a l l of these 
7 cases I s h o u l d say, i f we get a re q u e s t t o l o o k 
8 at a p i e c e of l e g i s l a t i o n t h a t has been 
9 i n t r o d u c e d , t h a t ' s p u b l i c l y a v a i l a b l e , i t ' s not 

1 0 something t h a t ' s j u s t s i m p l y b e i n g d r a f t e d . 
1 1 Any e s t i m a t e t h a t we p u b l i s h w i l l be made 
1 2 a v a i l a b l e t o a l l p a r t i e s concerned. I t may be 
1 3 the sponsor. I f i t ' s a r e q u e s t of the c h a i r of 
1 4 a committee, i t ' s a l s o going t o go t o the 
1 5 r a n k i n g member. 
1 6 SENATOR EICHELBERGER: I d i d n ' t q u i t e 
1 7 u n d e r s t a n d t h a t . You e x p l a i n e d t h a t b e f o r e . 
1 8 Is t h a t p u b l i c i n f o r m a t i o n then? 
1 9 MR. LEX: Yes. 
2 0 SENATOR EICHELBERGER: So somebody 
2 1 e l s e c o u l d , the p r e s s or anybody e l s e c o u l d -¬
2 2 MR. LEX: Yes. I t a l s o goes up on 
2 3 our w e b s i t e almost i m m e d i a t e l y . I mean, t h e r e 
2 4 may be a few hours d e l a y . 
2 5 SENATOR EICHELBERGER: The c r i t i c i s m 



1 I heard where the p o l i t i c s come i n t o i t i s 
2 t h a t , i f the Speaker, f o r example, of the House 
3 says t h a t she does or does not want something 
4 l o o k e d a t , t h a t ' s where I hear the i n t e r f e r e n c e 
5 comes i n . I would t h i n k t h a t , r e a l i s t i c a l l y , a 
6 committee c h a i r or a r a n k i n g member would 
7 r e s p e c t the wishes of the Speaker. I f somebody 
8 came t o , say, a member or group of members 
9 wanted something addressed, they would have 

1 0 p r o b a b l y a slimmer chance of g e t t i n g something 
1 1 done by a s k i n g f o r i t d i r e c t l y . 
1 2 Your p r i o r i t y would be the r a n k i n g 
1 3 members and the committee c h a i r s , p a r t i c u l a r l y 
1 4 of committees t h a t you l i s t e d on your sheet 
1 5 here, a p p r o p r i a t i o n s , ways and means and 
1 6 f i n a n c e . I f the Speaker t o l d t hose f o l k s , 
1 7 l o o k , we don't want t o see a r e p o r t from CBO on 
1 8 t h i s , then chances are p r o b a b l y p r e t t y good 
1 9 t h a t maybe you wouldn't do a r e p o r t on t h a t . 
2 0 MR. LEX: W e l l , i f the l e g i s l a t i o n 
2 1 was r e p o r t e d out of the committee -¬
2 2 SENATOR EICHELBERGER: Except, s u r e . 
2 3 Then you would c e r t a i n l y -¬
2 4 MR. LEX: -- then we'd do i t . 
2 5 SENATOR EICHELBERGER: R i g h t . But i f 



1 i t was something e l s e t h a t somebody wanted 
2 l o o k e d at you p r o b a b l y -- That's where t h e r e ' s 
3 some i n f l u e n c e i n the system. That's what I'm 
4 t r y i n g t o get a t . I'm t r y i n g t o make sure t h a t 
5 we address these concerns here. 
6 MR. BOOTH: We c e r t a i n l y get r e q u e s t s 
7 from both s i d e s of the a i s l e . I f the r e q u e s t 
8 never comes t o us, then c e r t a i n l y we would 
9 not -¬

1 0 SENATOR EICHELBERGER: R i g h t , and 
1 1 t h a t ' s no f a u l t of yours. I f you don't see the 
1 2 r e q u e s t , then you can't a c t on i t . D i d you 
1 3 have any e x p e r i e n c e w i t h t h a t i n I l l i n o i s , or 
1 4 d i d you p r i m a r i l y get i t from the Governor's 
1 5 o f f i c e ? Who d i d you work f o r ? 
1 6 MR. LEX: Yes, I was i n the 
1 7 Governor's o f f i c e . We were b a s i c a l l y l o o k i n g 
1 8 at l e g i s l a t i o n as i t moved through the 
1 9 l e g i s l a t u r e t o the p o i n t , you know, i f i t 
2 0 l o o k e d l i k e i t was a c t u a l l y g oing t o pass and 
2 1 the Governor was going t o have t o ta k e a c t i o n . 
2 2 I don't -- To be honest, i t was a 
2 3 l o n g time ago now, so I don't remember any 
2 4 p a r t i c u l a r -- I'm sure t h e r e were t h i n g s going 
2 5 on, but I don't remember any p a r t i c u l a r t h i n g s . 



1 SENATOR EICHELBERGER: Thank you v e r y 
2 much. Thanks f o r b e i n g here today. 
3 CHAIRMIAN LEVDANSKY: Senator Browne. 
4 CHAIRMAN BROWNE: Thank you a g a i n f o r 
5 b e i n g here and f o r your i n f o r m a t i o n . 
6 I a p p r e c i a t e d your comments on 
7 independence. A l o t some of the d i s c u s s i o n 
8 r e l a t i n g t o the p r o v i s i o n of t h i s b i l l address 
9 concerns r e g a r d i n g how an o f f i c e can be 

1 0 p e r c e i v e d and/or a c t i n d e p e n d e n t l y when i t i s 
1 1 c r e a t e d by a p o l i t i c a l body and the C h i e f 
1 2 E x e c u t i v e O f f i c e r i s a p p o i n t e d through the 
1 3 p o l i t i c a l p r o c e s s . You p r e t t y much d e f i n e d how 
1 4 t h a t ' s done i s , because the b a l a n c e changes 
1 5 back and f o r t h i t k i n d of b a l a n c e s i t s e l f out 
1 6 over t i m e . 
1 7 I t ' s something t h a t our c u r r e n t 
1 8 p r o p o s a l i s w r i t t e n t o do i s t o use the c u r r e n t 
1 9 l e a d e r s h i p w i t h i n the assembly t o a p p o i n t the 
2 0 d i r e c t o r who w i l l then l o o k t o a p p o i n t s t a f f t o 
2 1 run the o f f i c e . So you have 36 years of 
2 2 e x p e r i e n c e and you have been a b l e t o m a i n t a i n 
2 3 t h a t even w i t h the same type of appointment 
2 4 s t r u c t u r e . 
2 5 Some of the o t h e r comments r e g a r d i n g 



1 what we're l o o k i n g at a d d r e s s i n g concerns 
2 r e g a r d i n g d u p l i c a t i o n of e f f o r t . That i f you 
3 put t h i s b i l l as a snapshot, i n c u r r i n g time on 
4 top of what we're d o i n g r i g h t now w i t h i n the 
5 A p p r o p r i a t i o n s Committee, Governor's Budget 
6 O f f i c e , t h e r e p o t e n t i a l l y would be d u p l i c a t i o n 
7 of e f f o r t . Maybe the C o n g r e s s i o n a l Budget 
8 O f f i c e has addressed t h a t over time, but what 
9 i s your, i n terms of the f u n c t i o n of s t a f f , 

1 0 what i s the c u r r e n t r e l a t i o n s h i p between the 
1 1 work of the C o n g r e s s i o n a l Budget O f f i c e and 
1 2 s t a f f w i t h i n the budget committees of the House 
1 3 and the Senate? Is t h e r e a l o t of d u p l i c a t i o n 
1 4 of work? 
1 5 MR. LEX: W e l l , t o a c e r t a i n e x t e n t I 
1 6 suppose t h e r e i s some d u p l i c a t i o n of e f f o r t . I 
1 7 mean, you know, you have committee s t a f f 
1 8 working on a p i e c e of l e g i s l a t i o n t h e y ' r e 
1 9 i n t i m a t e l y i n v o l v e d w i t h . They know the 
2 0 l e g i s l a t i o n i n s i d e and out. So, I am sure 
2 1 t h e r e i s some work; i n f a c t , I know t h e r e ' s 
2 2 work done by some committees, at l e a s t i n 
2 3 p a r t i c u l a r , where they d e l v e a g r e a t d e a l i n t o 
2 4 the c o s t of i m p l i c a t i o n s of a p i e c e of 
2 5 l e g i s l a t i o n . That's good f o r the r e l a t i o n s h i p 



1 between us and them. 
2 To the e x t e n t they are a b l e t o p u l l 
3 i n f o r m a t i o n , i t ' s something they can a l s o 
4 i n f o r m our c o s t - e s t i m a t i n g p r o c e s s . A g a i n , we 
5 t r y t o seek i n f o r m a t i o n from a l l good s o u r c e s . 
6 So I'm sure t h e r e i s some d u p l i c a t i o n of 
7 e f f o r t . 
8 I t h i n k our r o l e i s p r o b a b l y a l i t t l e 
9 b i t d i f f e r e n t , i n t h a t , i t ' s a l l t h a t we do. I 

1 0 mean, i t ' s r e a l l y -- i t ' s our focus i s t o l o o k 
1 1 at the numbers and come up w i t h c o s t e s t i m a t e s 
1 2 or revenue e s t i m a t e s , and t h i n g s of t h a t 
1 3 n a t u r e . 
1 4 CHAIRMIAN BROWNE: So what you're 
1 5 s a y i n g i s , even though t h e r e might be s t a f f 
1 6 d o i n g some of the same work, i t r e s u l t s -- i n 
1 7 the end i t r e s u l t s i n , when you're complete 
1 8 w i t h your work, a b e t t e r work pr o d u c t even i f 
1 9 t h e r e i s some d u p l i c a t i o n ? 
2 0 MR. LEX: I would suspect so. You as 
2 1 members would be the ones t o b e s t judge whether 
2 2 or not i t ' s b e t t e r t o have o n l y i n f o r m a t i o n 
2 3 from one source or i f you have i t from m u l t i p l e 
2 4 s o u r c e s . That would be a d e c i s i o n t h a t you'd 
2 5 have t o make as f a r as what's the b e s t way t o 



1 s t r u c t u r e i t . 
2 CHAIRMAN BROWNE: One of the r o l e s 
3 we're c o n s i d e r i n g f o r t h i s o f f i c e i s a v e r y 
4 s i g n i f i c a n t r o l e i n r e g a r d i n g t o the b a l a n c e of 
5 r e s p o n s i b i l i t i e s w i t h i n our budget p r o c e s s . 
6 R i g h t now under s t a t u t e , some c l a i m under our 
7 C o n s t i t u t i o n , I don't b e l i e v e t h a t , but under 
8 s t a t u t e the Governor has s o l e a u t h o r i t y over 
9 o n e - h a l f of the p r o c e s s , and t h a t i s 

1 0 development and c e r t i f i c a t i o n of the revenue 
1 1 e s t i m a t e , which i s e s s e n t i a l l y a s i g n i f i c a n t 
1 2 amount of c o n t r o l when you're a n t i c i p a t i n g a 
1 3 b i l a t e r a l n e g o t i a t i o n p r o c e s s . 
1 4 MR. LEX: R i g h t . 
1 5 CHAIRMAN BROWNE: The C o n g r e s s i o n a l 
1 6 Budget O f f i c e p r o v i d e s a c r e d i b l e revenue 
1 7 e s t i m a t e f o r purposes of the L e g i s l a t i v e Branch 
1 8 t o develop t h e i r budget. How i s i t e v e n t u a l l y 
1 9 used, though? I s i t something t h a t has a 
2 0 s i g n i f i c a n t i n f l u e n c e on the f i n a l 
2 1 c e r t i f i c a t i o n ? 
2 2 MR. BOOTH: What the i n f o r m a t i o n does 
2 3 i s , i t p r o v i d e s the budget committees who work 
2 4 on a budget r e s o l u t i o n t h i s s p r i n g a b l u e p r i n t 
2 5 f o r the budget f o r revenue and the spending 



1 stream t h a t they expect t o have f o r t h a t year, 
2 i n c l u d i n g any l e g i s l a t i v e changes t h a t are 
3 r e q u i r e d t o b r i n g t h a t about. 
4 I t ' s a l l a d v i s o r y . They t y p i c a l l y 
5 s t a r t from the CBO b a s e l i n e and then propose 
6 v a r i o u s p o l i c i e s on top of t h a t i n v e r y broad 
7 terms. Then t h a t becomes a r e s o l u t i o n . I t ' s 
8 not s i g n e d by the P r e s i d e n t . I t ' s a j o i n t 
9 r e s o l u t i o n w i t h i n the Congress. I t forms the 

1 0 b l u e p r i n t by which the v a r i o u s committees a c t 
1 1 over the r e s t of the y e a r . 
1 2 And t h e r e ' s no b a l a n c e budget 
1 3 requirement, of course, the f e d e r a l government, 
1 4 so t h e r e ' s no s p e c i f i c t a r g e t s e t as f a r as 
1 5 something t h a t needs t o be r e a l i z e d . So t h i s 
1 6 becomes a p a r t of the budget p l a n ; t h a t then 
1 7 Congress works through the a p p r o p r i a t i o n b i l l s 
1 8 and the v a r i o u s revenue l e g i s l a t i o n or o t h e r 
1 9 a u t h o r i z i n g l e g i s l a t i o n t h a t would f i t w i t h i n 
2 0 t h a t p l a n through the r e s t of -- through the 
2 1 r e s t of the year. 
2 2 CHAIRMAN BROWNE: E s s e n t i a l l y what i t 
2 3 r e s u l t s i n i s somewhat of a p a r a l l e l c e r t i f i e d 
2 4 e s t i m a t e t h a t the l e g i s l a t u r e can r e l y on, and 
2 5 i s not dependent on the OMB and the T r e a s u r y t o 



1 t e l l them what the revenue i s go i n g t o be? 
2 MR. BOOTH: That's c o r r e c t . 
3 MR. LEX: That's t r u e . When you say 
4 c e r t i f i e d , I'm not sure about the t e r m i n o l o g y 
5 you're u s i n g , but I j u s t want t o r e a f f i r m what 
6 Mark has s a i d . 
7 Our i n f o r m a t i o n i s a l l p r o v i d e d on an 
8 a d v i s o r y b a s i s . The budget committees can use 
9 t h a t when they pass the budget r e s o l u t i o n . 

1 0 Then t h a t c a r r i e s the weight. Our i n f o r m a t i o n 
1 1 i s a d v i s o r y i n t h a t r o l e , a l t h o u g h i t does 
1 2 s t a r t as the b a s i s . 
1 3 I t h i n k i t ' s an i n t e r e s t i n g c o n t r a s t 
1 4 between what you've d e s c r i b e d i n terms of how 
1 5 t h i n g s are s t r u c t u r e d i n P e n n s y l v a n i a c u r r e n t l y 
1 6 and how CBO came about. The f e d e r a l 
1 7 government, as you know, the c o n s t i t u t i o n a l 
1 8 a u t h o r i t y f o r -- over the power of the purse 
1 9 was v e s t e d i n the L e g i s l a t i v e Branch. So 
2 0 r e a l l y , the c r e a t i o n of CBO was Congress's 
2 1 attempt t o r e a f f i r m i t s j u r i s d i c t i o n over t h a t , 
2 2 something t h a t i t had l o s t over time as power 
2 3 r e a l l y s t a r t e d t o move towards the E x e c u t i v e 
2 4 Branch. You may be f a c e d w i t h some -- a 
2 5 d i f f e r e n t c i r c u m s t a n c e t h e r e a l i t t l e b i t . 



1 CHAIRMAN BROWNE: I can see t h i s as a 
2 mechanism t o r e - b a l a n c e the e q u a t i o n . I t ' s 
3 v e r y d i f f i c u l t f o r f o u r committees t h a t 
4 p o t e n t i a l l y have c i r c u m s t a n c e s , d i f f e r e n t 
5 i n t e r e s t s t o have -- t o come t o g e t h e r on one 
6 c e r t i f i e d e s t i m a t e t h a t we can a l l s t i p u l a t e 
7 t o . That's one of the problems i n our p r o c e s s 
8 i s , we have n o t h i n g i n our p r o c e s s we s t i p u l a t e 
9 t o . Any time you have p a r t i e s at a n e g o t i a t i o n 

1 0 t a b l e , the more they can s t i p u l a t e t o the 
1 1 more -- the smoother i t ' s going t o go, more 
1 2 e f f i c i e n t i t ' s g o i n g t o be. That's one of the 
1 3 g o a l s of t h i s i s t o p e r f o r m t h a t . 
1 4 One l a s t q u e s t i o n . One of the t h i n g s 
1 5 we're l o o k i n g t o g i v e the o f f i c e i s the a b i l i t y 
1 6 t o do more m a c r o - a n a l y s i s on t a x changes; not 
1 7 j u s t the c u r r e n t e f f e c t s t h a t t a x m o d i f i c a t i o n s 
1 8 would do t o the budget, but a more macro sense. 
1 9 I would suspect the J o i n t Committee on T a x a t i o n 
2 0 i s r e s p o n s i b l e f o r t h a t now. Is t h e r e a reason 
2 1 why t h a t has t o be se p a r a t e ? 
2 2 MR. LEX: I'm goi n g t o l e t Mark -¬
2 3 MR. BOOTH: As you say, JCT i s 
2 4 r e s p o n s i b l e f o r e s t i m a t i n g most of the 
2 5 recommended p r o p o s a l s ; not a l l of them. CBO 



1 e s t i m a t e s some of the s m a l l e r s e t of p r o p o s a l s , 
2 m a i n l y d e a l i n g w i t h custom d u t i e s and 
3 m i s c e l l a n e o u s f e e s and f i n e s . 
4 None of the e s t i m a t e s , as you're 
5 p r o b a b l y aware, are done u s i n g a, what we 
6 c a l l -- o f t e n c a l l e d a s t a t i c b a s i s . P u r e l y a 
7 s t a t i c b a s i s would assume t h a t i f t a x r a t e s , 
8 f o r example, are cut i n h a l f then revenues are 
9 cut i n h a l f . J u s t pure a r i t h m e t i c . Assumes no 

1 0 adjustment by t a x p a y e r s t o the change of the 
1 1 law. I t ' s not done. 
1 2 There are a number of d i f f e r e n t 
1 3 b e h a v i o r a l e f f e c t s t h a t are t aken i n t o account 
1 4 i n the e s t i m a t e s t h a t are done both by JCT and 
1 5 CBO. For example, i f c a p i t a l g a i n t a x r a t e s 
1 6 are changed, you expect t a x p a y e r s t o a l t e r the 
1 7 number of c a p i t a l g a i n s they r e a l i z e by s e l l i n g 
1 8 of s t o c k or a p r o p e r t y . Or i f t a r i f f r a t e s are 
1 9 changed, i n d i v i d u a l s consume more or l e s s of 
2 0 the i m p o r t e d good. 
2 1 These and many o t h e r types of changes 
2 2 are i n c o r p o r a t e d i n t o the e s t i m a t e s . These are 
2 3 o f t e n c a l l e d m i c r o -- s o r t of a micro-dynamic 
2 4 changes are b u i l t i n t o the e s t i m a t e . What i s 
2 5 not b u i l t i n , as you say, are t h e s e 



1 macro-changes, changes t o o v e r a l l economic 
2 a c t i v i t y , G.E.P., i n t e r e s t r a t e s and the l i k e . 
3 There are a number of arguments, 
4 f o r w a r d a g a i n , o b v i o u s l y , I'm not p r e p a r e d t o 
5 go i n t o a l l d e t a i l . I t ' s v e r y i m p o r t a n t , 
6 o b v i o u s l y , t o know and u n d e r s t a n d the p o t e n t i a l 
7 of macro-economic e f f e c t s of the p o l i c i e s . 
8 There are some p r a c t i c a l d i f f i c u l t i e s as f a r as 
9 t i m i n g , how q u i c k l y the e s t i m a t e s c o u l d be 

1 0 t u r n e d around. P o i n t e s t i m a t e s are r e q u i r e d 
1 1 f o r the c o n g r e s s i o n a l budget p r o c e s s , and the 
1 2 s c i e n c e i s not w e l l developed enough t o p r o v i d e 
1 3 not much more than ranges. 
1 4 What CBO does which i s s e p a r a t e from 
1 5 the normal -- the normal s c o r i n g of b i l l s 
1 6 themselves i s t o p r o v i d e s e p a r a t e a n a l y s e s of 
1 7 l e g i s l a t i o n which i s b e l i e v e d t o have 
1 8 p o t e n t i a l l y s i g n i f i c a n t e f f e c t s on the 
1 9 macro-economy, so t h a t , the number of b i l l s , 
2 0 m o s t l y the Recovery A c t enacted about a year 
2 1 ago, CBO has done some s t u d i e s of the p o t e n t i a l 
2 2 macro-economic impacts of t h a t l e g i s l a t i o n . 
2 3 As w e l l , every year when the 
2 4 P r e s i d e n t proposes a budget, CBO undertakes an 
2 5 a n a l y s i s of the p o t e n t i a l macro-economic 



1 impacts of those p r o p o s a l s . But a g a i n , i t ' s 
2 done i n a range, so a range of p o s s i b l e 
3 outcomes r a t h e r than a p o i n t e s t i m a t e . I t 
4 t a k e s some time t o produce. 
5 CHAIRMAN BROWNE: J u s t t o f o l l o w - u p , 
6 i s t h e r e , a g a i n , a s t r u c t u r a l reason why t h a t 
7 f u n c t i o n would need t o be i n a s e p a r a t e 
8 committee w i t h i n Congress? What we're 
9 p r o p o s i n g i s , i f we d i d i t i n a p a r a l l e l sense 

1 0 we would have a s e p a r a t e o f f i c e t o do t a x 
1 1 a n a l y s i s o u t s i d e of the l e g i s l a t i v e f i s c a l 
1 2 o f f i c e . Is t h e r e a s t r u c t u r a l reason why they 
1 3 can't be i n the same o f f i c e ? 
1 4 MR. BOOTH: I don't see any 
1 5 s t r u c t u r a l r eason. C o n g r e s s i o n a l p r o c e s s 
1 6 was -- CBO was l a y e r e d on top of the e x i s t i n g 
1 7 s t r u c t u r e . That's s e r v e d Congress w e l l we 
1 8 b e l i e v e . But yes, t h e r e ' s no reason why t h a t 
1 9 has t o be the case i f you would make the 
2 0 d e c i s i o n as t o how you t h i n k t h a t would b e s t be 
2 1 done. 
2 2 CHAIRMIAN BROWNE: Thank you. 
2 3 CHAIRMIAN LEVDANSKY: R e p r e s e n t a t i v e 
2 4 M i r a b i t o . 
2 5 REPRESENTATIVE MIRABITO: J u s t 



1 f o l l o w i n g up on Senator E i c h e l b e r g e r ' s comment. 
2 We're on a c l e a n s l a t e here; we're w r i t i n g on a 
3 c l e a n s l a t e . Without a s k i n g you t o be too 
4 c r i t i c a l of CBO, but you've been t h e r e a l o n g 
5 time, i f you c o u l d see something d i f f e r e n t t h a t 
6 would be done t o ensure t h a t p o l i t i c s s t a y e d 
7 out of i t , what would you recommend? What 
8 c o u l d be done t h a t would h e l p ? 
9 MR. LEX: Maybe Mark has some i d e a s . 

1 0 We r e a l l y are b e n e f i t i n g from h i s t o r y , you 
1 1 know. I have been at CBO 15 y e a r s , but t h a t ' s 
1 2 l e s s than h a l f of the l i f e of the o r g a n i z a t i o n . 
1 3 I guess the one t h i n g t h a t I would 
1 4 pay p a r t i c u l a r a t t e n t i o n t o i s the e x e c u t i v e 
1 5 d i r e c t o r t h a t you a p p o i n t . I mean, e s p e c i a l l y 
1 6 as you s t a r t a new agency, you w i l l need t o 
1 7 p i c k someone who i s not o n l y h i g h l y q u a l i f i e d , 
1 8 but someone who can e s t a b l i s h an o f f i c e w i t h a 
1 9 back bone of independence. That's p r o b a b l y -¬
2 0 As you proceed down t h i s road, t h a t ' s going t o 
2 1 be one of the most im p o r t a n t d e c i s i o n s you 
2 2 make. 
2 3 We've b e n e f i t e d from e i g h t v e r y 
2 4 s t r o n g d i r e c t o r s , c e r t a i n l y i n terms of 
2 5 p r o v i d i n g an independent v o i c e t o the Congress. 



1 MR. BOOTH: I'm sure each of those 
2 e i g h t , I b e l i e v e , d i r e c t o r s has t h e i r own 
3 s t o r i e s f o r how they've been angered -- have 
4 angered both s i d e s of the p o l i t i c a l a i s l e s on 
5 numerous o c c a s i o n s . Yet, the Congress 
6 c o n t i n u e s t o p o i n t d i r e c t o r s who are d e d i c a t e d 
7 t o the independence and the o b j e c t i v e a n a l y s i s 
8 of the o r g a n i z a t i o n . 
9 REPRESENTATIVE MIRABITO: Thank you 

1 0 v e r y much. 
1 1 CHAIRMIAN LEVDANSKY: Mr. Kassoway. 
1 2 And we are b e i n g j o i n e d , b e f o r e Mr. Kassoway 
1 3 asks h i s q u e s t i o n s , by R e p r e s e n t a t i v e Tim S e i p . 
1 4 A l s o we have been j o i n e d by R e p r e s e n t a t i v e Dave 
1 5 Reed. 
1 6 MR. KASSOWAY: J u s t a couple 
1 7 q u e s t i o n s on the p a r t i s a n , n o n p a r t i s a n . Is 
1 8 t h e r e any requirement t h a t you be r e g i s t e r e d as 
1 9 n o n p a r t i s a n or a n y t h i n g ? Do you r e t a i n your 
2 0 p a r t y r e g i s t r a t i o n s ? 
2 1 MR. LEX: Yeah, we r e t a i n our p a r t y 
2 2 r e g i s t r a t i o n s . 
2 3 MR. BOOTH: I l i v e i n V i r g i n i a which 
2 4 doesn't a c t u a l l y r e g i s t e r by p a r t y . 
2 5 MR. LEX: And I l i v e i n a d i s t r i c t 



1 and we don't have v o t i n g r e p r e s e n t a t i o n i n 
2 Congress, anyway, so i t doesn't, you know. 
3 There are a l l k i n d s of odd l i t t l e t h i n g s t h a t 
4 happen. 
5 MR. KASSOWAY: What k i n d of 
6 p o r t a b i l i t y i s t h e r e w i t h i n the o r g a n i z a t i o n ? 
7 I mean, where do the people t h a t are working 
8 f o r you go a f t e r they work f o r you? Where have 
9 people worked b e f o r e they come t o you? Have 

1 0 they come from the H i l l , come from the caucuses 
1 1 on the H i l l ? 
1 2 MR. LEX: I t ' s r a r e t h a t we have 
1 3 someone come from the H i l l , from, say, one of 
1 4 the budget committees or one of the appros 
1 5 committees. I t ' s not t o say t h a t i t ' s 
1 6 c o m p l e t e l y out of the q u e s t i o n , but i t ' s r a r e . 
1 7 P a r t of t h a t i s because of our focus on 
1 8 independence, and l o o k i n g at someone's 
1 9 e x p e r i e n c e as b e i n g p a r t of the package when 
2 0 you h i r e someone, you want t o h i r e someone who 
2 1 can emulate t h a t independent v o i c e t h a t you 
2 2 have. 
2 3 I f someone has a s i g n i f i c a n t number 
2 4 of years working f o r a committee or f o r a 
2 5 member, you know, not t o say t h a t i t ' s 



1 c o m p l e t e l y out of the q u e s t i o n , but i t may be 
2 more d i f f i c u l t t o expect them t o be a b l e t o 
3 t a k e t h a t p u r e l y o b j e c t i v e approach t h a t we 
4 v a l u e so h i g h l y . 
5 Now, t h e r e are o c c a s i o n s when people 
6 come t o CBO and they d e c i d e t o go and work f o r 
7 the H i l l . Even though our work i s n o n p a r t i s a n , 
8 t h a t ' s not t o say t h a t people t h a t work i n the 
9 agency are not p o l i t i c a l l y minded i n t h e i r own 

1 0 p e r s o n a l l i f e . We c e r t a i n l y have r e s t r i c t i o n s 
1 1 on what you can do w h i l e you're employed at 
1 2 CBO, but t h e r e are people t h a t d e c i d e , t h i s i s 
1 3 j u s t too c o n s t r i c t i n g f o r me. I f e e l too 
1 4 s t r o n g l y about p a r t i c u l a r i s s u e s and they may 
1 5 want t o go work on the H i l l . 
1 6 There are a number of people t h a t go 
1 7 work f o r t h i n k t a n k s ; t h a t go work f o r Urban or 
1 8 B r o o k i n g s or H e r i t a g e , you know, something l i k e 
1 9 t h a t because those are the t ypes of people t h a t 
2 0 we t e n d t o a t t r a c t . 
2 1 MR. KASSOWAY: The d i r e c t o r s are 
2 2 h i r e d by the c o n g r e s s i o n a l body? 
2 3 MR. LEX: The d i r e c t o r i s a p p o i n t e d 
2 4 by the Speaker and by the P r e s i d e n t Pro Tem of 
2 5 the Senate w i t h a d v i c e from the budget 



1 committees. 
2 MR. KASSOWAY: Are a l l the o t h e r 
3 employees h i r e d w i t h i n the o r g a n i z a t i o n w i t h o u t 
4 i n p u t from the o u t s i d e ? 
5 MR. LEX: Yes. I a c t u a l l y -- W e l l , 
6 you can ask another q u e s t i o n . I can l o o k up -¬
7 There's a c t u a l l y a phrase i n our e n a c t i n g 
8 l e g i s l a t i o n t h a t speaks t o how employees of the 
9 o r g a n i z a t i o n are h i r e d . 

1 0 MR. KASSOWAY: Do you have much 
1 1 i n t e r a c t i o n w i t h s t a t e independent f i s c a l 
1 2 o f f i c e s a t a l l ? 
1 3 MR. LEX: My u n i t a c t u a l l y does. In 
1 4 terms of -- We r e l y on i n f o r m a t i o n from -- I 
1 5 don't know t h a t t h e y ' r e n e c e s s a r i l y 
1 6 independent, but we l o o k at i n f o r m a t i o n from 
1 7 a l l k i n d s of s t a t e s i n terms of t h e i r revenue 
1 8 o f f i c e s . In some cases t h e y ' r e independent; 
1 9 some cases most of the r e s p o n s i b i l i t y i s i n the 
2 0 Governor's o f f i c e . Some of them have 
2 1 independent f i s c a l a g encies t h a t are p u t t i n g 
2 2 t o g e t h e r revenue p r o j e c t i o n s . Sometimes i t ' s a 
2 3 c o o p e r a t i v e e f f o r t w i t h i n the l e g i s l a t u r e . 
2 4 There's not a whole l o t of 
2 5 i n t e r a c t i o n w i t h s t a f f , I guess I s h o u l d 



1 q u a l i f y t h a t . Most of i t we're j u s t t r y i n g t o 
2 p u l l i n f o r m a t i o n j u s t t o g i v e a sense t o our 
3 own i n t e r n a l c o u n t e r p a r t s of how s t a t e s are 
4 d o i n g . 
5 MR. KASSOWAY: Would you f e e l 
6 c o m f o r t a b l e g i v i n g us s u g g e s t i o n s on one or two 
7 s t a t e s t h a t might have done i t the r i g h t way, 
8 t h a t we might be a b l e t o l o o k at t o model ours 
9 a f t e r ? 

1 0 MR. LEX: I don't know about modeling 
1 1 a f t e r . The C a l i f o r n i a L e g i s l a t i v e A n a l y s t 
1 2 o f f i c e has a l o n g and p r e t t y w e l l - e s t a b l i s h e d 
1 3 r e l a t i o n s h i p as f a r as doi n g good work, and 
1 4 they are n o n p a r t i s a n as w e l l . That would be 
1 5 the one t h a t would f i r s t come t o mind. 
1 6 MR. KASSOWAY: They do revenue 
1 7 e s t i m a t e s out t h e r e ? 
1 8 MR. BOOTH: They do. 
1 9 MR. LEX: I t h i n k so. 
2 0 MR. BOOTH: On the revenue s i d e we 
2 1 c o n s u l t w i t h many d i f f e r e n t s t a t e s . We go t o 
2 2 c o n f e r e n c e s when s t a t e s get t o g e t h e r . We f a c e 
2 3 many of the same i s s u e s , so t h a t , we compare 
2 4 notes and t r y t o l e a r n from each o t h e r . 
2 5 MR. KASSOWAY: Are t h e r e any o t h e r s ? 



1 They s o r t have been -- They're a l i t t l e o f f i n 
2 t h e i r numbers i t seems. 
3 MR. LEX: You know, the N a t i o n a l 
4 Conference of S t a t e L e g i s l a t u r e s I'm sure c o u l d 
5 g i v e you i n f o r m a t i o n as f a r as how v a r i o u s 
6 f i s c a l o f f i c e s are s t r u c t u r e d . 
7 MR. KASSOWAY: Thank you. 
8 MR. LEX: Do you want t o hear my 
9 sentence from our e n a c t i n g l e g i s l a t i o n ? I j u s t 

1 0 found i t . A l l p e r s o n n e l of the o f f i c e s h a l l be 
1 1 a p p o i n t e d w i t h o u t r e g a r d t o p o l i t i c a l 
1 2 a f f i l i a t i o n and s o l e l y on the b a s i s of t h e i r 
1 3 f i t n e s s t o p e r f o r m t h e i r d u t i e s . That makes i t 
1 4 p r e t t y c l e a r . 
1 5 CHAIRMAN LEVDANSKY: I have a few 
1 6 q u e s t i o n s . I j u s t want t o make sure what the 
1 7 r o l e of CBO i s r e l a t i v e t o the s t a n d i n g 
1 8 committees. 
1 9 When a b i l l i s r e p o r t e d from a 
2 0 committee, does i t r e q u i r e -- here i n 
2 1 P e n n s y l v a n i a we c a l l them f i s c a l n o t e s , t o 
2 2 u n d e r s t a n d the f i s c a l impact of the 
2 3 l e g i s l a t i o n , a l t h o u g h we don't r e q u i r e i t at 
2 4 the committee l e v e l s . I t ' s r e q u i r e d on the 
2 5 f l o o r of the House when i t ' s b e i n g c o n s i d e r e d . 



1 In Congress, when a b i l l i s b e i n g 
2 r e p o r t e d from committee, i s t h a t where the 
3 f i s c a l a n a l y s i s p r o v i d e d by the CB0 i s r e q u i r e d 
4 t o be p r o v i d e d b e f o r e the vote out of 
5 committee? 
6 MR. LEX: A f t e r a committee has 
7 approved a b i l l , t h a t ' s when the requirement 
8 i s . I t ' s a requirement t h a t they i n c l u d e a CBO 
9 c o s t e s t i m a t e i n t h e i r r e p o r t . The r e p o r t i s 

1 0 what accompanies the b i l l t o the f l o o r , so t h a t 
1 1 the i n f o r m a t i o n a v a i l a b l e t o everyone b e f o r e 
1 2 any f l o o r v o t e . 
1 3 CHAIRMIAN LEVDANSKY: A f t e r the b i l l 
1 4 i s r e p o r t e d from committee, t h a t ' s when CBO 
1 5 does i t s a n a l y s i s of i t s o v e r a l l f i s c a l impact 
1 6 t o the budget, so t h a t as the b i l l then moves 
1 7 from committee b e f o r e i t ' s brought up f o r f l o o r 
1 8 c o n s i d e r a t i o n , the a n a l y s i s has a l r e a d y been 
1 9 p r o v i d e d ? 
2 0 MR. LEX: R i g h t . 
2 1 MR. BOOTH: And CBO w i l l p r o v i d e 
2 2 i n f o r m a t i o n b e f o r e as we see the l e g i s l a t i o n 
2 3 moving through the p r o c e s s . 
2 4 CHAIRMIAN LEVDANSKY: R i g h t . 
2 5 MR. LEX: R i g h t . 



1 MR. BOOTH: The requirement i s once 
2 the b i l l i s r e p o r t e d then, yes, c o s t 
3 e s t i m a t e s -¬
4 CHAIRMAN LEVDANSKY: So you may 
5 p r o v i d e the i n f o r -- The o p t i o n i s t o p r o v i d e 
6 your f i s c a l a n a l y s i s p r i o r t o the markup i n 
7 committee t o the e x t e n t t h a t would be h e l p f u l 
8 i n the committee p r o c e s s ? 
9 MR. LEX: A g a i n , i t ' s a r e q u e s t . We 

1 0 would have t o have a r e q u e s t . 
1 1 CHAIRMAN LEVDANSKY: Request of the 
1 2 c h a i r or r a n k i n g member. 
1 3 MR. LEX: R i g h t . That i n f o r m a t i o n 
1 4 a g a i n would be p u b l i c l y a v a i l a b l e t o everyone. 
1 5 And, we would i s s u e another c o s t e s t i m a t e then 
1 6 a f t e r i t s been approved by committee assuming 
1 7 t h e r e have been changes. 
1 8 CHAIRMAN LEVDANSKY: So a n y t h i n g 
1 9 r e p o r t e d from committee r e q u i r e s the CBO f i s c a l 
2 0 note b e f o r e i t can move any f u r t h e r i n the 
2 1 l e g i s l a t i v e p r o c e s s i n Congress. So I'm j u s t 
2 2 t r y i n g t o t h i n k under Senator E i c h e l b e r g e r ' s 
2 3 concern how the Speaker c o u l d thwart a r e q u e s t 
2 4 from members. 
2 5 I t seems t o me, then, i f a rank and 



1 f i l e member on a committee wanted a f i s c a l 
2 a n a l y s i s done, they c o u l d j u s t go t o t h e i r 
3 r a n k i n g committee chairman and r e q u e s t them -¬
4 and ask them t o r e q u e s t CBO t o make -- t o do 
5 i t s a n a l y s i s ; i s t h a t c o r r e c t ? 
6 MR. BOOTH: Or i n t r o d u c e b i l l s — 
7 MR. LEX: That's c o r r e c t . 
8 MR. BOOTH: -- yes. I f t h e y ' r e i n 
9 the p u b l i c domain, then CBO would produce the 

1 0 e s t i m a t e s f o r those b i l l s , f o r the l e a d e r s h i p , 
1 1 the v a r i o u s committees, and time p e r m i t s , f o r 
1 2 the members. 
1 3 CHAIRMIAN LEVDANSKY: So the Speaker 
1 4 c o u l d n ' t thwart the a n a l y s i s t h e r e . I t would 
1 5 seem t o me t h a t maybe one o t h e r p o s s i b i l i t y 
1 6 then. Could i t be t h a t i f M i n o r i t y members of 
1 7 a committee c o u l d n ' t persuade t h e i r M i n o r i t y 
1 8 Chairman t o r e q u e s t a CBO f i s c a l a n a l y s i s , then 
1 9 i t wouldn't happen? 
2 0 MR. BOOTH: I f no r e q u e s t comes, then 
2 1 CBO would not produce an e s t i m a t e . 
2 2 CHAIRMAN LEVDANSKY: Maybe i t says a 
2 3 l o t about, i f they can't get t h e i r own chairman 
2 4 t o r e q u e s t a f i s c a l a n a l y s i s , you've got t o 
2 5 maybe wonder about the m e r i t of the r e q u e s t . 



1 MR. LEX: There i s a n a t u r a l 
2 p r i o r i t i z a t i o n of r e s p o n s i b i l i t i e s t h a t 
3 happens. P a r t of the reason t h a t we o n l y do, 
4 you know, the s t a t u t o r y requirement i s on b i l l s 
5 t h a t are r e p o r t e d out of committee i s t h a t , 
6 a l t e r n a t i v e -- I mean, even then we have 450 t o 
7 700, depending on the l e v e l of a c t i v i t y i n any 
8 p a r t i c u l a r year. Beyond t h a t we would have 
9 thousands. I f we were do i n g e s t i m a t e s on every 

1 0 i n t r o d u c e d b i l l , we c o u l d p o t e n t i a l l y have 
1 1 thousands of e s t i m a t e s . We s i m p l y don't have 
1 2 the r e s o u r c e s t o do t h a t . 
1 3 CHAIRMIAN LEVDANSKY: I note i n your 
1 4 t e s t i m o n y t h a t the a n a l y s i s t h a t the CBO 
1 5 performs t h e r e i s s t r i c t l y a d v i s o r y . They're 
1 6 not b i n d i n g . You have no enforcement power. 
1 7 How then, or even do you r e s o l v e d i f f e r e n c e s ? 
1 8 Say t h e r e ' s a p r o p o s a l on whatever i s s u e and 
1 9 the CBO comes up w i t h one e s t i m a t e of the c o s t ; 
2 0 and say, the P r e s i d e n t ' s OMB comes up w i t h 
2 1 another e s t i m a t e of the c o s t . Do those 
2 2 d i f f e r i n g c o s t e s t i m a t e s get r e c o n c i l e d , or do 
2 3 they j u s t -- two d i f f e r e n t c o s t e s t i m a t e s and 
2 4 Congress then d e c i d e s what i t wants t o do? 
2 5 MR. BOOTH: Two d i f f e r e n t c o s t 



1 e s t i m a t e s . The CBO's e s t i m a t e s are the ones 
2 t h a t are g o v e r n i n g f o r the C o n g r e s s i o n a l budget 
3 p r o c e s s as f a r as any p o i n t s of o r d e r , o t h e r 
4 p a r l i a m e n t a r y i s s u e s , and -- People want t o 
5 u n d e r s t a n d why we have d i f f e r e n c e s w i t h the 
6 a d m i n i s t r a t i o n . T y p i c a l l y , t h e y ' r e not 
7 s u b s t a n t i a l d i f f e r e n c e s , but the c o n g r e s s i o n a l 
8 p r o c e s s i s governed by the CBO e s t i m a t e s , and 
9 those of the J o i n t Committee on T a x a t i o n f o r 

1 0 revenues. 
1 1 CHAIRMAN LEVDANSKY: And not o n l y f o r 
1 2 the c o s t of proposed l e g i s l a t i o n , but i n terms 
1 3 of j u s t l i k e the revenue e s t i m a t e on a y e a r l y 
1 4 b a s i s , the CBO c o u l d say, here's where we see 
1 5 the economy. T h i s i s how much revenue we t h i n k 
1 6 the f e d e r a l t a x s t a t u t e s w i l l g e nerate, and CBO 
1 7 c o u l d have an e n t i r e l y d i f f e r e n t one, but they 
1 8 e s s e n t i a l l y don't get r e c o n c i l e d . 
1 9 MR. BOOTH: They do not get 
2 0 r e c o n c i l e d . We t r y t o -- We a n a l y z e the 
2 1 P r e s i d e n t ' s budget. We assess the P r e s i d e n t ' s 
2 2 e s t i m a t e s both f o r the p r o p o s a l s as w e l l as f o r 
2 3 the u n d e r l y i n g b a s e l i n e we t r y t o und e r s t a n d 
2 4 the d i f f e r e n c e s between the two. But, they are 
2 5 never r e c o n c i l e d i n the way you're d e s c r i b i n g . 



1 CHAIRMIAN LEVDANSKY: I guess t h a t ' s 
2 r e a l l y not t h a t c r i t i c a l as l o n g as the f e d e r a l 
3 government can engage i n d e f i c i t f i n a n c i n g . 
4 That's p r o b a b l y not t h a t c r i t i c a l t h a t t h a t 
5 d i f f e r e n c e get r e s o l v e d . U n l i k e at the s t a t e 
6 l e v e l where i t i s c r i t i c a l because we can't 
7 engage i n d e f i c i t f i n a n c i n g , so we're going t o 
8 have t o have both the E x e c u t i v e and L e g i s l a t i v e 
9 Branch e s s e n t i a l l y agree on what the revenue 

1 0 e s t i m a t e i s . So t h a t w i l l be a l i t t l e more 
1 1 c h a l l e n g i n g here. 
1 2 In terms of your budget, I t h i n k I 
1 3 r e a d i n your document--I want t o make sure I 
1 4 have i t r i g h t - - y o u r agency runs on an annual 
1 5 budget of about $45 m i l l i o n ? D i d I re a d t h a t 
1 6 c o r r e c t l y . 
1 7 MR. LEX: That might be r i g h t . 
1 8 MR. BOOTH: I t sounds l i k e i t ' s i n 
1 9 the r i g h t neighborhood. 
2 0 CHAIRMAN LEVDANSKY: In the r i g h t 
2 1 neighborhood. I s t h a t s e t s o l e l y by Congress, 
2 2 or i s t h a t p a r t of the e n t i r e government's 
2 3 budget r e s o l u t i o n t h a t r e q u i r e s a p p r o v a l by 
2 4 Congress and by the P r e s i d e n t as w e l l ? 
2 5 MR. BOOTH: Yes. I t ' s p a r t of the 



1 normal c o n g r e s s i o n a l a p p r o p r i a t i o n s t h a t 
2 r e q u i r e s P r e s i d e n t ' s s i g n a t u r e as a law and 
3 a p p r o p r i a t i o n s b i l l . 
4 CHAIRMIAN LEVDANSKY: Okay. In terms 
5 of the revenue e s t i m a t e s t h a t CBO does, you 
6 mention t h a t you e s s e n t i a l l y -- My 
7 u n d e r s t a n d i n g i s you do them in-house, so you 
8 have an econometric model t h a t you o p e rate and 
9 m a i n t a i n and upgrade, and you use t h a t t o make 

1 0 your revenue p r o j e c t i o n s ; i s t h a t c o r r e c t ? 
1 1 MR. BOOTH: That's c o r r e c t . You have 
1 2 a macro-economic f o r e c a s t i n g d i v i s i o n which 
1 3 produces f o r e c a s t s of the aggregate economic 
1 4 a c t i v i t y , and then we use the d e t a i l s from t h a t 
1 5 t o produce the i n d i v i d u a l revenue p r o j e c t i o n s . 
1 6 CHAIRMAN LEVDANSKY: Do you ever 
1 7 c o n t r a c t out w i t h any o u t s i d e e conometric 
1 8 f o r e c a s t i n g f i r m t h a t does s i m i l a r k i n d of 
1 9 work? 
2 0 MR. BOOTH: We have access t o t h e i r 
2 1 models, we use t h e i r models, but we have our 
2 2 own methodology. We have a p a n e l of a d v i s o r s 
2 3 who we d e s c r i b e the f o r e c a s t t o b e f o r e we 
2 4 f i n a l i z e i t , a number of d i f f e r e n t methods, but 
2 5 we have these o t h e r s e t s of i n f o r m a t i o n 



1 a v a i l a b l e t o us but we have our own s p e c i f i c 
2 modeling. 
3 CHAIRMAN LEVDANSKY: So i f you wanted 
4 t o a c t u a l l y run a check on your model t o see i f 
5 i t ' s r e a l l y -- i f i t s p r e d i c t e d v a l u e i s good, 
6 you c o u l d compare i t ? 
7 MR. BOOTH: We have th e s e o t h e r 
8 f o r e c a s t models -¬
9 CHAIRMIAN LEVDANSKY: To G l o b a l 

1 0 I n s i g h t s -¬
1 1 MR. BOOTH: -- a v a i l a b l e . 
1 2 CHAIRMAN LEVDANSKY: -- or DRI -¬
1 3 MR. BOOTH: C o r r e c t . 
1 4 CHAIRMAN LEVDANSKY: -- or whoever 
1 5 e l s e i s out t h e r e . Do any s t a t e s c o n t r a c t w i t h 
1 6 CBO? Given the f a c t you have t h i s e conometric 
1 7 model t h a t you u t i l i z e f o r f e d e r a l purposes, 
1 8 any i n s t a n c e s where s t a t e s have c o n t r a c t e d w i t h 
1 9 CBO t o do the econometric f o r e c a s t i n g ? 
2 0 MR. BOOTH: I'm not aware of any. 
2 1 MR. LEX: We wouldn't -- I don't 
2 2 b e l i e v e we do s t a t e -- We don't do i n d i v i d u a l 
2 3 s t a t e f o r e c a s t s . 
2 4 MR. BOOTH: R i g h t . T h e i r s would not 
2 5 be --



1 MR. LEX: So -- Yeah. 
2 MR. BOOTH: — a p p l i c a b l e t o s p e c i f i c 
3 s t a t e s when done at a macro U.S. l e v e l . 
4 O b v i o u s l y , a l l the r e g i o n s , a l l the d i f f e r e n t 
5 s t a t e s have t h e i r own s p e c i f i c i s s u e s . 
6 CHAIRMAN LEVDANSKY: We use G l o b a l 
7 I n s i g h t s as the vendor t h a t the s t a t e has 
8 u t i l i z e d f o r q u i t e some t i m e . 
9 One f i n a l area I want t o understand. 

1 0 T h i s whole i s s u e of s t a t i c v e r s u s dynamic 
1 1 modeling on revenue p r o j e c t i o n s , I mean, my 
1 2 u n d e r s t a n d i n g of i t i s , i f you j u s t use s t a t i c , 
1 3 you j u s t l o o k at what the changes -- what the 
1 4 proposed changes are i n the t a x code and what 
1 5 the d i r e c t impact would be, the d i r e c t c o s t 
1 6 would be. I t doesn't a n t i c i p a t e the t a x p a y e r 
1 7 b e h a v i o r would change one way or the o t h e r ; i s 
1 8 t h a t c o r r e c t ? 
1 9 MR. BOOTH: That would be a p u r e l y 
2 0 s t a t i c , s o r t of an a r i t h m e t i c type of method of 
2 1 f o r e c a s t i n g changes. 
2 2 CHAIRMAN LEVDANSKY: Whereas, dynamic 
2 3 would t r y t o p r e d i c t and say, w e l l , i f you have 
2 4 t h i s change i n the t a x code, then these are the 
2 5 t a x p a y e r s t h a t are d i r e c t l y impacted and they 



1 are more or l e s s l i k e l y t o spend more here or 
2 i n v e s t more somewhere e l s e . In t h a t sense -¬
3 In a sense i t s t r i k e s me as though dynamic 
4 modeling i s a l i t t l e more r i s k y , and a s t a t i c 
5 modeling i s more c o n s e r v a t i v e i n i t s approach. 
6 Is t h a t a f a i r assessment? 
7 MR. BOOTH: C e r t a i n l y s t a t i c 
8 f o r e c a s t , s t a t i c e s t i m a t e s are much e a s i e r t o 
9 produce. They miss so much of the v a r i a t i o n of 

1 0 the t a x p a y e r a c t i v i t y . As I was d e s c r i b i n g 
1 1 e a r l i e r about s o r t of a micro-dynamic element, 
1 2 t a x p a y e r changing t h e i r b e h a v i o r i n c e r t a i n 
1 3 ways. Then t h e r e ' s the macro-dynamic where you 
1 4 can have a d d i t i o n , t a x changes made, encourage 
1 5 people t o e n t e r the l a b o r f o r c e and produce 
1 6 more, i n c r e a s i n g o v e r a l l economic a c t i v i t y , or 
1 7 b u s i n e s s e s t o i n v e s t more t o i n c r e a s e o v e r a l l 
1 8 a c t i v i t y . That's the aspect t h a t i s not b u i l t 
1 9 i n t o the t r a d i t i o n a l c o s t e s t i m a t e s of 
2 0 l e g i s l a t i o n . They are b u i l t i n t o the b a s e l i n e 
2 1 once the b i l l s are enacted, of c o u r s e . 
2 2 But those -- S c i e n c e i s not as 
2 3 developed f o r the maco-elements. We do produce 
2 4 a n a l y s e s of p o s s i b l e e f f e c t s of d i f f e r e n t 
2 5 b i l l s . I t r e q u i r e s a number of d i f f e r e n t 



1 assumptions about how t a x p a y e r s l o o k f o r w a r d t o 
2 changes i n a c t i v i t y . I f you cut t a x e s today, 
3 does t h a t mean t h a t t a x r a t e s have t o be 
4 i n c r e a s e d i n the f u t u r e ? There are a number of 
5 d i f f e r e n t assumptions t h a t may need t o be made 
6 t h a t make p r e c i s e e s t i m a t e s d i f f i c u l t . You 
7 employ a v a r i e t y of d i f f e r e n t models t o t r y t o 
8 c a p t u r e d i f f e r e n t t y pes of i n f l u e n c e s . 
9 There are c e r t a i n types of demand 

1 0 i n f l u e n c e s as we're e x p e r i e n c i n g now, c l e a r l y , 
1 1 w i t h demand b e i n g so much weaker than the 
1 2 p o t e n t i a l of the economy. Those types of 
1 3 e f f e c t s of l e g i s l a t i o n are v e r y d i f f e r e n t than 
1 4 the s u p p l y e f f e c t s of d i f f e r e n t types of 
1 5 changes t h a t change the p o t e n t i a l f o r the 
1 6 economy t o produce. 
1 7 So we produce e s t i m a t e s of ranges of 
1 8 p o t e n t i a l e f f e c t s of macro-economy f o r b i l l s 
1 9 t h a t have, I b e l i e v e s i g n i f i c a n t e f f e c t s on the 
2 0 economy at r e q u e s t of Congress. But, those 
2 1 e f f e c t s are not b u i l t i n t o the p o i n t e s t i m a t e s 
2 2 t h a t are used f o r the c o n g r e s s i o n a l b u d g e t i n g 
2 3 p r o c e s s . 
2 4 CHAIRMAN LEVDANSKY: I f you were 
2 5 engaged i n a two or t h r e e c o n c u r r e n t p o l i c y 



1 changes, say you wanted t o change income t a x 
2 r a t e s ; you wanted t o change i n h e r i t a n c e i n the 
3 s t a t e t a x r a t e s , and you wanted t o change 
4 c a p i t a l g a i n s r a t e s , would p r o b a b l y be 
5 e x t r a o r d i n a r i l y c h a l l e n g i n g and d i f f i c u l t t o do 
6 a -- t o c o n s t r u c t a dynamic model w i t h those 
7 t h r e e major f a c t o r s b e i n g a l t e r e d ? 
8 MR. BOOTH: I t t a k e s time t o a n a l y z e 
9 a l l those t h i n g s , and the C o n g r e s s i o n a l budget 

1 0 p r o c e s s r e q u i r e s q u i c k a n a l y s e s and a whole 
1 1 slew of d i f f e r e n t p r o p o s a l s . 
1 2 CHAIRMAN LEVDANSKY: So the s a f e r 
1 3 r o u t e s t r i k e s me b e i n g the s t a t i c modeling 
1 4 approach? 
1 5 MR. BOOTH: Another element i s t h a t , 
1 6 the s t a r t i n g p o i n t f o r the a n a l y s i s , the base 
1 7 case i s v e r y i m p o r t a n t f o r the e f f e c t s of a 
1 8 p o l i c y on the macro-economy. So t h a t , when 
1 9 you're i n a p e r i o d such as today c l e a r l y w i t h 
2 0 much s l a c k i n the economy, you get d i f f e r e n t 
2 1 e f f e c t s of a p o l i c y than i f you were i n an 
2 2 economy t h a t had v e r y low unemployment so t h a t 
2 3 c e r t a i n p r o v i s i o n s might -- t h a t would 
2 4 s t i m u l a t e the economy c u r r e n t l y and have 
2 5 c e r t a i n types of e f f e c t s , have d i f f e r e n t 



1 e f f e c t s i f the economy were a l r e a d y o p e r a t i n g 
2 p o t e n t i a l G.E.P. 
3 As a f o l l o w - u p t o t h a t , s i n c e the 
4 s t a r t i n g p o i n t i s so i m p o r t a n t , i f one b i l l 
5 were enacted t h a t would change the s t a r t i n g 
6 p o i n t . So t h a t , a subsequent b i l l which may 
7 a l r e a d y have an e s t i m a t e produced f o r i t would 
8 then have a d i f f e r e n t e s t i m a t e once o t h e r b i l l s 
9 were enacted so t h a t i t c o u l d s e t -- make f o r 

1 0 some i n s t a b i l i t y , you might say, i n the 
1 1 e s t i m a t i n g p r o c e s s i f we were c o n s t a n t l y 
1 2 u p d a t i n g the base case f o r enact l e g i s l a t i o n 
1 3 than h a v i n g t o r e - s c o r e a l l p r e v i o u s b i l l s 
1 4 under t h a t new base-case s c e n a r i o . 
1 5 CHAIRMAN LEVDANSKY: But e s s e n t i a l l y , 
1 6 the p o l i c y t h a t you have -- So I understand, 
1 7 the model t h a t you have r i g h t now t h a t you 
1 8 employ, the CBO, i s the s t a t i c model approach? 
1 9 MR. BOOTH: No. We have b u i l t many 
2 0 micro-dynamic elements i n t o the f o r e c a s t . I 
2 1 would c a l l s t a t i c e s t i m a t e s t o be, assuming 
2 2 t h a t no economic a c t i v i t y changes i f you lower 
2 3 t a x r a t e s , the example I used, i f you cut t a x 
2 4 r a t e s i n h a l f or t a r i f f r a t e s i n h a l f , you get 
2 5 h a l f of the revenue, t h e r e would be no change 



1 i n a c t i v i t y on the p a r t of t a x p a y e r s . 
2 When CBO does i t s e s t i m a t e s of t a r i f f 
3 changes, f o r example, we assume t h a t i f t a r i f f 
4 r a t e s are cut i n h a l f t h a t lowers the p r i c e of 
5 the good, t h a t would encourage more consumption 
6 of t h a t good. That would then change the 
7 subsequent t a r i f f revenues. That c o u l d be 
8 independent of changes at G.E.P. people may buy 
9 more of the i m p o r t e d good and l e s s e r domestic 

1 0 p r o d u c t and s t i l l have the same o v e r a l l 
1 1 economic a c t i v i t y . 
1 2 There are many, many types of 
1 3 assumptions of t h a t i l k t h a t are used i n the 
1 4 p r o c e s s . I t ' s j u s t the macro dynamic, the 
1 5 changes t o o v e r a l l G.E.P. t h a t are not b u i l t 
1 6 i n t o the end, and the c o r r e s p o n d i n g incomes, et 
1 7 c e t e r a , t h a t are not b u i l t i n t o the revenue 
1 8 e s t i m a t e s . 
1 9 CHAIRMIAN LEVDANSKY: Okay. Any o t h e r 
2 0 q u e s t i o n s from members? We have been j o i n e d by 
2 1 R e p r e s e n t a t i v e F r a n k e l from P i t t s b u r g h and 
2 2 A l l e g h e n y County. 
2 3 R e p r e s e n t a t i v e M i r a b i t o f o r a f i n a l 
2 4 f o l l o w - u p . 
2 5 REPRESENTATIVE MIRABITO: I n o t i c e 



1 you have a p a n e l of economic a d v i s o r s . 
2 A p p a r e n t l y , they comment on t w i c e a year or so. 
3 MR. BOOTH: Yes. 
4 REPRESENTATIVE MIRABITO: I s t h a t 
5 something t h a t you t h i n k i s -- Is t h a t more of 
6 j u s t a n a l y s i s or does i t h e l p d i r e c t the 
7 p o l i c y ? What do they do? 
8 MR. BOOTH: CBO p r e s e n t s t o i t s 
9 economic a d v i s o r s numerous i s s u e s t h a t the 

1 0 agency i s f a c i n g . We p r e s e n t our f o r e c a s t . 
1 1 I t ' s done r i g h t around the f o r e c a s t i n g t i m e , 
1 2 both r i g h t b e f o r e our w i n t e r f o r e c a s t i s 
1 3 r e l e a s e d and r i g h t b e f o r e our summer f o r e c a s t 
1 4 i s r e l e a s e d . So we share e a r l y v e r s i o n of our 
1 5 f o r e c a s t s w i t h them t o get t h e i r o p i n i o n . 
1 6 We get i n p u t as f a r as whether our 
1 7 f o r e c a s t s i n d i f f e r e n t components might be too 
1 8 h i g h , too low, et c e t e r a , so we get t h e i r 
1 9 e x p e r t i s e on t h a t , as w e l l as o t h e r i s s u e s t h a t 
2 0 are f a c i n g the agency, and you i n v i t e them t o 
2 1 address d i f f e r e n t i s s u e s t h a t we're f a c i n g t o 
2 2 some degree or o t h e r . 
2 3 REPRESENTATIVE MIRABITO: Thank you. 
2 4 CHAIRMIAN LEVDANSKY: Mr. Kassoway. 
2 5 MR. KASSOWAY: You s a i d b e f o r e t h a t 



1 you have a budget of r o u g h l y $45 m i l l i o n and 
2 about 250 employees. What p o r t i o n of the 
3 budget would be d i r e c t l y toward l a b o r c o s t s and 
4 what p o r t i o n would be f o r overhead? 
5 MR. BOOTH: I'm not r e a l l y p r e p a r e d 
6 f o r t h a t , but we do know i t ' s the overwhelming 
7 share i s f o r l a b o r , the l a b o r c o s t s . 
8 CHAIRMAN LEVDANSKY: Any o t h e r 
9 q u e s t i o n s ? 

1 0 (No r e s p o n s e ) . 
1 1 CHAIRMAN LEVDANSKY: Seeing none, I 
1 2 want t o thank both of you f o r coming up t o 
1 3 o f f e r your i n s i g h t s t h a t we've ga i n e d by 
1 4 l e a r n i n g about the CBO. Thank you. 
1 5 (At 10:30 a.m., the p u b l i c h e a r i n g 
1 6 c o n c l u d e d ) . 
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1 C E R T I F I C A T E 
2 

3 I, Karen J . M e i s t e r , R e p o r t e r , Notary 
4 P u b l i c , d u l y commissioned and q u a l i f i e d i n and 
5 f o r the County of York, Commonwealth of 
6 P e n n s y l v a n i a , hereby c e r t i f y t h a t the f o r e g o i n g 
7 i s a t r u e and a c c u r a t e t r a n s c r i p t of my 
8 s t e n o t y p e notes taken by me and s u b s e q u e n t l y 
9 reduced t o computer p r i n t o u t under my 

1 0 s u p e r v i s i o n , and t h a t t h i s copy i s a c o r r e c t 
1 1 r e c o r d of the same. 
1 2 This c e r t i f i c a t i o n does not a p p l y t o 
1 3 any r e p r o d u c t i o n of the same by any means 
1 4 u n l e s s under my d i r e c t c o n t r o l and/or 
1 5 s u p e r v i s i o n . 
1 6 Dated t h i s 4th day of March, 2010. 
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