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Even in a highly polarized Congress, there is broad support for reforming the U.S. tax code. Tax reform done right would promote economic growth, reduce complexity, increase transparency and fairness, and improve the nation’s fiscal outlook. Yet getting major tax reform across a goal line has always been elusive.

At the 2017 Fiscal Summit, Wall Street Journal tax policy reporter Richard Rubin led a conversation with House Democratic Whip Steny Hoyer (MD-05) on goals for tax reform legislation, the specific proposals under discussion, and how to overcome deeply entrenched interests across the economy.

Rubin followed this installment with an interview with Chairman of the House Ways and Means Committee Kevin Brady (R-TX).

* * *BEGIN INTERVIEW* * *

ANNOUNCER: Ladies and gentlemen, please welcome the House Democratic Whip, Steny Hoyer, and the Wall Street Journal's Richard Rubin. (APPLAUSE)
RICHARD RUBIN, WSJ: Welcome. Thanks for makin' it over here after votes.
WHIP STENY HOYER, D-MD: No, I'm glad to be here. Ooh. (LAUGH) Wow.
RUBIN: So-- (LAUGH) lets start with today's-- today's news, which is the (LAUGH) administration releasing it's first budget. What are-- what are you thoughts? What in their-- you know, your sort of reactions to getting that as you've seen many of these over the years from both Democratic and Republican administrations?
HOYER: Usually the president's budget is not necessarily a compelling document with the congress. I think that's a fair statement. (LAUGHTER) So one could say, "Well-- any reaction is normal." This budget is not normal. (LAUGH) This budget has been described as the most Draconian budget in-- certainly in my service in the Congress of the United States.

And it is-- a document that was prepared by somebody who-- at most probably represented 15% of his own caucus, and the Republican caucus in Mr. Mulvaney. Draconian is the word that Hal Rodgers used. Mike Simpson, appropriator, Republican-- dismissed it out of hand. And essentially almost every Republican that I have seen quoted on the budget dismissed it out of hand.
And certainly the Democrats think it's not only Draconian, but extraordinary harmful-- to-- almost every part of our society. And certainly the nondefense-- discretionary budget is just devastated. But also Medicaid is-- is devastated. So I think that frankly it's not even a starting point. I don't really think it'll be much-- of much relevance in terms of discussion in the House, and then in the Senate.
RUBIN: So what then from-- does anything from that get picked up by Republicans in the House, and-- and the Senate? I mean, are there things in there that you're concerned about seeing actually turned into law, as opposed to some of the things that you-- you know, the things you're seeing Rogers, and Simpson, and others reject? But are there things that you're concerned that because they've got-- either they can do it through reconciliation, or they can do it-- you know, as part of a bigger budget deal, (LAUGH) things that you're-- that-- that you're concerned about?
HOYER: Well, they're having trouble on reconciliation for 2017 at this point in time on the Affordable Care Act, which they were theoretically all united on. Here there is no unity. So. And the reconciliation they largely wanna keep for their tax program, which is-- is obviously included in their budget. I think it's very doubtful as to whether or not they're going to be able to get any kind of consensus on a major tax reform-- piece.

You're gonna hear from Mr. Brady after me apparently. And I'm sure that-- Congressman Brady will have-- perhaps a more positive view. But my experience in 1986, and of course I was in the Congress in 1986, the r-- the way your got tax reform was you created a very large consensus with Reagan and O'Neill agreeing, Roszkowski and Packwood agreeing.
And then you had an extraordinary figure in Jim Baker-- working it. I don't see somebody like that in the administration. And I don't see any consensus not only between Democrats, and-- and the White House, I don't see any consensus between the White House-- the Trump-- policy, and-- Ryan and Brady's policy. There's not-- they're not on the same page. So I think it's very unlikely that we're gonna see, certainly this year-- a tax-- proposal that will be included in reconciliation that will work for-- for the Republican party.

RUBIN: As you've looked at their tax proposal, w-- what are the things that you like, and don't like? Are there things in there that-- that can-- that are appealing to-- to you, or to other Democrats? And are there things that are sort of complete nonstarters?
HOYER: Well, first of all we don't have much either in the budget, or in the one-pager that was-- submitted. So-- it-- it's hard to see what the details are when you get down to details. They're-- they're not at that level. It's more notional-- at best.
And-- there is a substantial disagreement between the White House, and-- and the House, and the Senate on the-- border adjustment tax, which-- obviously the House-- relies on pretty heavily-- in their proposal, which the White House is lukewarm on. And-- (LAUGH) I don't think there's a Republican senator who's said they're for-- the border adjustment tax (THROAT CLEARING), which is a big pay for.

The other big pay for of course is-- the Affordable Care Act, and the $800+ billion to cut out of there that-- which will be used presumably for-- their tax bill. So I think that there is not-- there certainly is a consensus that we need tax reform. So you start from a place where everybody says, "We need tax reform." Everybody says, "We need simplification," including me.

So I-- I think we all agree on that. Frankly, David Camp, the former chairman of the Ways and Means Committee-- when Boehner was the Speaker, came up with-- I thought a solid-- proposal. It wasn't that I agreed with everything in it. But it was a solid proposal. It was paid for. And it was paid for by eliminating some preference items, and-- enhancing others, and bringing rates down, which is of course the objective.

President Obama, when he-- spoke to a joint session of Congress some three years ago, said we needed to reduce the corporate tax rate, because it wasn't competitive. So I think there's a general agreement that the corporate ought to be brought-- down. I don't think there's really much agreement at this point in time on what preferences ought to be eliminated to pay for that. And certainly I don't think that anybody believes you can bring-- corporate and personal rates down to 15%, and still balance the budget.
RUBIN: So if there's been this, and there has been this, agreement for years on-- especially on the business side of lowering rates, and broadening the base somewhat, what-- why has nothing happened? Why-- why has there not been this sort of major tax bill?
HOYER: Well--
RUBIN: And-- and what-- what might it take to get there?
HOYER: --well, what you saw when David Camp, who I thought did a very-- Republican from Michigan, chairman of the Ways and Means Committee, I thought he did a very responsible-- proposal. And he-- he got-- it ended up being a partisan document-- that he offered.
But it was the result of a very bipartisan process that-- Chairman Camp-- created involving Democrats and Republicans in discussion about what the alternatives-- were. Now they ended up not getting a consensus. So he put-- a document on the table. But it was-- it was dismissed out of hand.
And it was dismissed out of hand, because-- Speaker Boehner saw in it a lot of controversy. And you will not get tax reform without overcoming a lot of controversy. And the way you overcome-- a lot of controversy, which is why I think the Republicans have such a difficult time-- is because you need the president, the House, the Senate, Democrats, and Republicans to at least agree that they are gonna work together to get to a consensus.
Nothing's happened in the first four months which have led us to believe that that's-- in the mind of the White House, or frankly in the minds of either-- Speaker Ryan, or Leader-- McConnell. So-- that's why I'm so doubtful that it's gonna happen, because the basis-- for doing it, the basis to get to an agreement-- does not seem to exist.
RUBIN: So-- so what do you see is the role of-- yourself, and House Democrats as you watch Republicans tr-- attempt to do this? Both-- start with taxes, but then also on, you know, as we look ahead to other fiscal matters that'll come up before (UNINTEL).
HOYER: Well, I think what you've seen in our position, which is not an unreasonable position is (THROAT CLEARING) we don't-- we don't have the presidency. We don't have the House. We don't have the Senate. So we really can't pass any substantive proposals. Therefore-- we're pretty much in-- in-- in a wait, and see, and response-- mode-- on proposals.

That's true on the Affordable Care Act. We-- we would be very excited about sitting down, and working, and improving the Affordable Care Act. There seems to be no inclination to wanna take that as the basis, and then improve upon it. And until we see proposals that-- somebody says, "Okay, this is our proposal. How do you wanna work on this to improve, to change, so that we can create a consensus?"
Even in keeping the government open, and extending the government funding, there were 131 Republicans who voted for that. So that meant they had about 70-80 Republicans voting against their own proposal. When I say their own proposal, the consensus proposal that was reached. So-- I don't think there's any reason to believe at this point in time, maybe it'll happen next week, or the-- or next month, but at this point in time there is the basis for Democrats to come forward and say, "We like this. We don't like that."
The budget, you will see, we don't like it period. And-- and we don't think there'll be-- an offer that will be a basis for any kind of real discussion. So it'll-- it'll start with the-- Republican-- members of the budget committee. And-- we'll see what they have to offer. But-- based upon the Ryan budgets, and the price budgets, we don't think there's gonna be much-- room for agreement.
RUBIN: Based on what happened in that April bill, and-- and what Democrats were able to get, and had to concede-- what do you see for the-- redux that will happen in-- at the end of September when government funding runs out? What-- what are the things (THROAT CLEARING) that-- that-- that you're gonna make priorities to make-- you know, to try to get in there given that you'll likely have some measure of leverage?
HOYER: I th-- I-- I think we'll have substantial leverage. Now I think President Trump-- as he does so often offhandedly said that-- government shutdown in September might be necessary. I don't think any Republican in the Senate, or the House, McConnell, or Ryan, thought that was a useful suggestion.

Because they don't-- if it does shut down they don't wanna take the blame for it. Now of course we'll be able to say that, you know, the president said this would be a good thing. So we're s-- starting at-- at a point where I think the Republicans, McConnell and Ryan, are very sensitive to the position they're in.
Because they think shutting down the government will be very amenable (SLUR) to their interests politically. We had, we think, significant success in the 2017-- to September 30th funding bill. Why did we have success? Because there were 131 Republicans voted for it.
But for Democrats no fiscal-- bill that's been at all controversial has passed since 2011 without substantial Democratic help. The Speaker, and McConnell know that they need Democratic votes. 'Cause they will not get a large number of members on their side of the aisle. That gives us leverage. Now we wouldn't have leverage--
RUBIN: How do you use that? Like, what are the--
HOYER: Well, we-- we-- you saw how we used it. We used it first of all on domestic discretionary spending. We used it on Planned Parenthood. We used on-- on wall funding, which we think is-- is a waste of money. We think secure borders is not a waste of money. We just don't think that's the-- the way to get there.
We used it on a number of other items that-- Republicans may or may not wanna-- to do. But-- what we did was we got a good domestics-- discretionary funding number. We got an increase in NIH, a billion and a half dollars. This budget suggests a five and a half billion dollar-- decrease in NIH. That's not supported by a majority of the House, or the Senate.
RUBIN: One of the other things that'll come up right around that same time frame is the debt limit. You know, Democrats for-- when you're in the majority, and when you had the White House, wanted clean debt limit increases. What-- where are you on that now? And do you want any conditions-- conditions attached to it at--
HOYER: Let me tell you where I am that which is-- does not necessarily speak to-- everybody on-- in my party, but-- but a significant number. I will vote for a clean debt limit extension. Period. I think the debt limit is a phony issue. America's incurred debts-- either we borrowed money, or we bought things. America pays it's bills.

Thinking that somehow we would say, "No, we've reached the debt limit, and therefore we won't pay or bills--" is-- unthinkable, and would be extraordinarily destabilizing to the global marketplace. So if there's a clean debt limit extension I will vote for it.
The fact that we have a Republican president should not be-- anymore than a Demo-- Democratic president, should not be-- relevant in that discussion. The discussion should be the United States-- the richest country on the face of the earth, will pay it's bills when they're do. And we will not default.

And the thought that somehow if we pay this bill, but not that bill-- that we will not have defaulted, if we don't pay any of our bills, salaries, whatever-- we will have defaulted. And that's not-- an objective that we ought to-- countenance. Having said that-- what we saw in the past is the debt limit being used-- as a hostage to a policy that-- others wanted to pursue.
As you recall the reason for the shutdown was-- Senator Cruz, and a large number of the Freedom Caucus thought, "Unless repeal the Affordable Care Act they're gonna shut down the government." That was their policy. And in fact that's exactly what they did. And we didn't repeal the Affordable Care Act. Nobody knew the-- thought that the Affordable Care Act was gonna be repealed.
But we shut down the government for 16 days. The present OMB director not only voted to shutdown the government, the present OMB director voted not to open it up, contrary to the-- to the urging of the Speaker, the Majority Leader, and the-- and the-- and the m-- the Majority Whip of his party.
RUBIN: So-- so what happens then this year? What's the--
HOYER: I-- I think-- I-- you know, if-- assuming that they offer a clean debt limit extension, and when I say clean, if you have a consensus on some anomalies that need to be done, or other matters that need to be done, and we have a consensus on it, I consider that clean, meaning that we all agree on it. I think a large number of-- Democrats will vote for it.
RUBIN: And you think that's where it ends up, that it ends up with--
HOYER: I would hope so. I think that's the responsible place for it to end up. I think putting-- putting at question whether or not the-- United States is going to-- pay it's bills is-- an extraordinarily destabilizing-- objective.
RUBIN: In the long run fiscal picture, what's your-- how have you viewed where the Republicans want to go in the long run fiscally? And the president's budget claims to be balanced by year ten. And then-- and then what's your alternative? What's the-- what's your path to whether it's lowered debt to GDP-- ratio, or kind of what's your sort of goal for the fiscal path of the country?
HOYER: Again I-- I may be more of a deficit hawk than some of my colleagues. I think that we ought to work on-- getting America in a fiscally sustainable path. That doesn't mean absolute balance. But it means-- obviously-- a path that-- that does not have us arguing all the time about whether we can afford things, because we're too much in debt.
Where that leads you is to-- trying to reach consensus on a number of things. I was very disappointed. The president said he was gonna balance the budget in nine years. He was on TV about 30 days after he was elected, said, "Well, no, I can't do that. Military's expendings (SIC) is more important. And therefore-- we'll have to-- the balance will have to wait."

My response to that was, "There's hardly a member of Congress that doesn't have an item that's more important." (LAUGH) So if you add all of those up everybody has a more important item, military, domestic, health, environment, what-- you name it. We'll never get to-- an agreement if that-- if that's our criteria.
But once he abandoned it, and then he offered this budget, it-- it-- it doesn't possibly balance any more than Ronald Reagan's, "We'll get rid of waste, fraud, and abuse--" every balanced-- the budget. This budget will not balance. Using a 3% growth rate or more-- that is probably not doable. We'd all like to see that, but it's probably not doable.
So this bo-- budget notwithstanding in the extraordinary Draconian cuts to dis-- discretionary spending, but when you put the deep tax cuts, the increased military spending-- balance is not possible. Again the way you can get to balance is have a consensus. Because if you don't have consensus no politician's gonna make the very tough decisions that need to be made.

RUBIN: Well, good. That's what-- we've got time for. Thank for--

HOYER: Good.

RUBIN: --for comin' by.

HOYER: Thank you all. Thank you (APPLAUSE) very much. (APPLAUSE) (THROAT CLEARING) Also if I can-- let me thank the Petersons. And let me thank the Peterson Foundation. Because they are focused on something that I think as a nation we need to focus on. And very frankly during the presidential debate no presidential candidate really talked about-- how we get our country on a fiscally sustainable path.

And that's I think one of the-- the Peterson Foundation does that. And I think it's one of the critical issues-- going forward. We need to obviously invest in defense. We need to-- invest in-- nondefense-- spending. But in the final analysis we need to make sure that my grandchildren, and great grandchildren-- aren't-- unable to fund the priorities of their time, because we-- did not give them the resources to do so. Thank you very much. Thanks.

RUBIN: Thanks. Thank you all very much. (APPLAUSE)
* * *END OF INTERVIEW* * *

