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DOLE CALLS FOR NEW JOBS, TAX CUTS

SALINA, KANSAS -- Senator Bob Dole today urged the Congress and the President to
exeriment with as yet untried jobs creation programs in an effort to reduce the nationwide
unemployment rate. And he called for sizeable permanent tax cuts for American families in

order to encourage consumer spending.

In a speech before the Salina, Kansas, Rotary Club, Dole said that his employment
tax credit legislation would enable employers to claim a $1.00 an hour tax credit for the b
wages paid to each newly hired worker,

"The employer's taxes would be reduced, the employee would receive full wages, and
the unemployment rate would go down, Moreover, since wage costs would be diminished, companies
could more easily justify holding the Tine on price increases," Dole contended,

Dole said that the cost of government and federal regulations is a major cause of
the skyrocketing cost of living. To hold the line on spending, he proposed an immediate
tax reduction and an automatic lowering of tax rates in the future in periods of inflation.

"I have been in Washington long enough to know that if we have tax dollars lying
around, someone is going to find a place to spend them. A permanent tax cut will restrain
the growth of government spending, contribute to a lessening of inflationary pressures, -

and give the sluggish economy a boost, " Dole said.

(Full Text Attached)
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Remarks of Senator Bob Dole
Salina Rotary Club
Salina, Kansas
Monday, February 14, 1977

People everywhere are concerned about the economy, Each month, we
are bombarded with statistics and indexes on inflation, on unemployment,
on economic growth, on consumer confidence, on farm prices, and an endless
variety of other economic indicators. With all these upturns, downturns,
and diminished rates of this and that, it's hard to tell precisely what
state the economy is in, much less where it will be a week, a month, or
a year from now.

Need for Economic Stimulus

But there does seem to be an emerging concensus that our economy is
not growing as fast as we would like, that too many people who want work
still cannot find work, that inflation is still eating away at the pocketbooks
of American families, and that farm prices are too low. Almost everyone
thinks something must be done to stimulate domestic economic growth. And
I agree.

But what policy, what mix of economic stimulants, is called for?
On that, there is substantial disagreement.

Within the next couple of months, the Congress and President will pass
an economic stimulus program. In my view, it should be innovative, both
expansionary and anti-inflationary. To this end, I believe we must experi-
ment with as yet untried jobs creation programs, and, at the same time,
encourage consumer spending by enacting sizeable permanent tax cuts for
American families.

Burden of Unemployment

We all recognize the terrible burden unemployment imposed on the
families of those who are unable to find work and the huge sacrifice of lost
production and declines in real living standards imposed on society as a
whOle by mass joblessness. But many of us fear that large-scale federal
jobs programs are not the answer, that they will only temporarily treat the
unemployment problem while increasing inflation which ultimately leads to
higher unemployment.

Employment Tax Credit
But, I believe there is an acceptable solution to this dilemna. 1It's
called the employment tax credit, or human investment credit. 1It's a relat 2~
ly simple program under which the federal government permits private employefs
to claim a tax credit for hiring new workers. In essence, the government
would pay a portion of the wages of added employees.

On a day-to-day basis, many firms here in Salina and across the nation
are on the verge of critical decisions -- whether to hire a few more workers
to increase production and sales, whether to raise prices to try to maintain
or improve profit margins, whether to hold tight. The employment tax credit
will provide the critical incentive for a decision to hire new workers now,
not later.

Easy to Administer

Such a program would be relatively simple to administer. Say, for
example, a business here in Salina wanted to hire a few more workers to
increase production. But, assume further, that the business could not afford
to pay the $2.30 an hour minimun wage. Under the employment tax credit bill
I have introduced, the employer could claim a credit of $1.00 an hour for

newly hired employees. In this manner, the effective cost of hiring additional

employees would be substantially reduced, down to $1.30 an hour in the case

of minimun wage workers. Of course, employers could claim the same $1.00 an
hour tax credit for workers earning higher than the minimum wage. 1In any ca._<,
the employee would receive full wages, the employer's taxes would be reduced,
and the unemployment rate would go down. Moreover, since wage costs would be
diminished, companies could more easily justify holding the line on price
increases.

Page 2 of 4

s-press_020_022_014.pdf



This document is from the collections at the Dole Archives, University of Kansas
http://dolearchives.ku.edu

I have advocated such an approach since 1965. If it is such a simple
policy and will yield more jobs and restrain inflation, why you ask is it
still just an idea? The answer, it would seem, is that the country has not
really been pressed to seek innovative economic policies before, But, as the
past few vyears have demonstrated, many of the o0ld economic rules of the game
just don't hold true any more. The employment tax credit is an untried idea.
But I think it is, in a very real sense, an idea whose time has come.

Inflation - The Other Problem

But unemployment is only one part of our nation's ecnomic difficulties.
Inflation is the other. And, in many ways, it is an even greater problem since
wage and price instability diminishes consumer confidence, reduces consumer
spending, and throws people out of work. So, we must institute policies which
will restrain price increases.

The employment tax credit will help. But we must do more.

But, before we try to solve the problem of inflation, we should pinpoint
exactly what causes it. In recent years, most of the blame for the skyrocket-
ing cost of living has been placed on farmers, businessmen, and oil companies,
and -- occasionally -- on inflated wage demands of labor unions. Undoubtedly,
each of these sectors of the economy does have an impact of the cost of living.

Government and Inflation

But the sector which has the greatest impact on inflation -- the public
sector -- often is left out when the blame is passed around. Politicians a

the media tend to focus on readily identifiable price increases for food, —
clothing, and housing. But too often, the skyrocketing cost of government
and federal regulation is overlooked.

Taxes and Inflation

Over the past decade, taxes -- the most visible portion of the cost of
government -- have expanded their bite out of the family budget more rapidly
than any other cost of living item. Since 1950, the tax burden has increased
by nearly 600% for every man, woman, and child in America. By contrast,
expenditures for food and shelter have grown only about one-third as fast,
Property taxes in both urban and rural areas have doubled in the past decade.
Such phenomenal increases result not from increased tax rates ~- which must
be legislated -- but from inflated real estate values which lead to higher
assessments and higher taxes.

Likewise, cost of living salary adjustments made to keep up with infla-
tion have served only to put American workers into higher and higher tax
brackets without any increase in the purchasing power of their income. As a
result, only the government benefits. The taxpayer loses.

Other tax increases are indirect and hardly noticeable until their ™
cumulative impact is felt. The Social Security payroll tax, for example,
has risen from a maximum of $30.00 a year at its creation, to over $965.00 per
worker today.

Federal Regulation and Inflation

Federal regulatory activities are also eating a larger and larger
chunk out of the take-home pay of Americans. A recent government study
estimated that compliance with federal regulatory requirements in 1976 cost
Americans $130 billion. Now, obviously, many of these regulations are needed
and serve a useful purpose. But we must ask, did the public receive $130
billion worth of benefits from these regulations? The answer should be obviou
to anyone who has ever tried to cut through the regulatory bureaucracy to get
simple problem solved.

My pointis that the cost of government is a major cause of the sky-
rocketing cost of living.

Need Tax Cut

But what do we do about it? First, I think we should enact a sizeégle
permanent tax cut -- not just a meager one-shot rebate as the President has
suggested. This cut should be accompanied by an "indexing" of our tax code,
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so that tax brackets and rate levels are automatically adjusted downward

with each increase in the cost of living. This relatively simple change in

the law would insure that no tax increase is imposed on American workers unless
there is an increase in real disposable income,

I have been in Washington long enough to know that if we have tax
dollars lying around, someone is going to find a place to spend them. Whire
Congress may be reluctant to give the American people a permanent tax cut, it
is certainly not reluctant to spend your money -- even when we don't have it.

Nevertheless, a permanent tax cut will restrain the growth of government
spending, contribute to a lessening of inflationary pressures, and give the
sluggish economy a boost. pSaiy

Restrain Government Spending

In conjunction with a permanent tax cut, I think we should initiate a
program to restrain the growth of government spending. I do not suggest that
we drastically cut needed programs, or ignore such problems as unemployment,
poverty, or education. Americans can afford to take care of the needy. But
we must also be more realistic about the ability of government to solve every
perceived national problem.

The natural growth of federal laws already on the books is astounding.
It is projected that the cost of existing federal programs will expand by

nearly $50 billion within a years time -- without any new programs being
enacted. It's no wonder that enormous deficits are the rule rather than t
exception. -

We must change our attitude towards government. There is nothing magica
about government spending. If it's not your tax dollar, it's your neighbor's,
As a people we must stop looking to government for a solution to each and every
problem without thinking how much that solution will cost. And as politicians,
we must stop trying to justify our existence by rushing into each and every
problem area with grandiose federal spending solutions.

Setting an Example

And finally, we must be willing to tighten our belts. Those of us in
public life should set the example. Which leads to my final point -- the
proposed pay raise for Members of Congress and high executive officials. I am
against the pay raise, not because no one deserves a raise, but because there
are some who do not.

As it now stands, the pay raise will become effective in a week. The
Senate failed in its efforts to vote down the pay increase, The House, in
spite of the protestations of Keith Sebelius and others, was not even able
to get the measure to the floor for a vote. And President Carter, althouc
he could rescind the proposal at any time is standing by it. B

-Businessmen Have a Stake

The struggle for a scaled-down federal government, for less federal
regulations, for a stable American economy will be long and hard fought.
And you here today have a lot at stake, not only as taxpayers and businessmen
but as consumers and buyers.

I urge you to get involved, to fight for fiscal responsibility at all
levels of government. As businessmen who have to balance the books everyday,
you obviously have a lot to contribute.

% #
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