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SENATOR BOB DOLE

[ an very pleased to be with you this morning, and I am
honored that you saw fit to invite me to address such a
distinguished gathering. VYour industry is such an integral part
of the American economy, it is fair to say that what is good for
th2 couatry is good for the 2nergy industry. The right economic
policies--and the courage to address real economic probleas--can
only benefit you and your members.

Th2 problem of massive budget deficits, the main domestic
concern in Washington these days, is a prime example of how our
fundanental economic policies affect the business of developing
and delivering the best, most efficiant, least expensive anergy
resources. High budjet deficits absorb the capital needed for
investa2nt in new 2nergy development techniques and equipment
nezded to make your industry a growing, thriving, job-creating
on2. So long as hugh deficits pose a threat of renewed
inflation--or of a credit crunch that could bring the economy to
a grinding halt--neither you nor any other business man or woman
is likely to make tha kind of long-term plans or commitments
nzeded to sustain a hz2althy recovery in the yzars ahead. That is
why the budget deficit is at the top of the business community's
agznda, as it should be at the top of Congress' legislative
agenda,

LEADERSHIP NEEDED

The unfortunate fact is that the deficit dilemma is not a
likely candidate for swift congressional action, despite thea
threat of $200 billion deficits--despite tha $1.2 trillion
addition to our national debt that will cumulatas over the next
six years--despite thes threat of renewed stagnation or inflation
that could undo the tremendous economic progress of the past few
years--Washinjton szems already hostage to politics, and there is
a biapartisan unwillingness at the highest levels to face up to
tha fiscal crisis.

Thare is plenty of blam2 to go around for this situation. We
ne2d a common, bipartisan effort to overcome political
polarization, neutralize the deficit issue, and get to work on a
very real problaem.

FINANCE COMMITTEE INITIATIVE

That is exactly what we in the Senate Finance Committea have
been trying to achieve. On both sides of the aisle, we have by
and large agreed on the need for a major deficit reduction
package, to be enactad now, that would balance spending
reductions dollar-for-dollar with tax increases to achieve a $150
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billion reduction in deficits over tha naxt three years. In
rasponse to a sujgestion from Donald Regan, the Secretary of the
Treasury, we are working to maka sure that the major tax
incrzases would only come on lins once the spending cuts are
achieved. We are willing to face the tough issuss,

W2 are doing our best not just to reduce ths deficit but to
mak2 some good public policy as well. We are looking at ways to
imdrove the solvency of the medicare trust fund, to help
alleviate the severe cash-flow problems that fund is expectad to
axparience later in this decade. Similarly, a portion of ths=
revanu2s that would be raisad from a new energy tax-—-a tax that
would be zontingent on achieving ths major spending reductions, I
want to emphasize--would be devoted to a trust fund established
for thz purpose of financing a Federal contribution to dealing
with the problem of acid rain.

The ensrgy tax I refer to--a 2 percent tax on the value of
all forms of esnergy, to take effect in 1985--would raise about
$16.7 billion betwean FY 1935 and FY 1987. As I said, the tax
would come on line only if the spanding reductions are made. It
would be impos2d on 2 percent of tha national average valuz of
most enerjy products: oil, natural gas, natural gas liquids,
coal, and electricity. For oil the tax would be imposed on the
first sale by the refiner--for natural gas it would be imposed on
the sale of gas to a local distribution company or on a direct
salz to the end user of natural gas.

By spreading the burden of raising revenues among all fuels,
not just oil, this tax avsids saddling one part of the zneryy
industry with a financial disadvantage. Feadstock use and enargy
produced for export would be exempted. In addition, the
zarmarking of the revanues from imposing this tax on coal for
dealing with acid rain makes a usaful linkage between energy us
and a major environmental problem that is the subject of intens
scrutiny in both th2 Administration and tha Congress.,

3
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This linkage, I bealieve, makes good sans2. Present
projections show a 45 percant incr2ase in coal usage by thzs 2nd
of this decade, The linkage between acid rain and jrowing use of
coal by utilities and in industry has baen established in a
nunber of reputable studies. That m2ans thaz sensible goal of
diversifying energy sources can djgravate a serious environmental
problen wihen diversification takes tha form of converting oil and
Jas-fired power plants and industrial boilers to coal usage.

52 a forward-looking deficit reduction package is what we

need, and what many of us want to achieva now. Time is of the
essenc2,; because the cloud of uncertainty that nangs over thsz
2conomy tareatans to undercut all the good news we are hearing
apout unamploymant, industrial production, inflation, and
consuner confidence. We want to keep the good new coming, not
just this month, but for years ahzad. We can do that with a

Gomnon ackt of leadecship. But it will take extraordinarly
leadership on the part of Government and on the part of the

private sa2ctor--tha en2rgy industry not least--to take the
nNacessary but painful and politically seasitive Steps right now
that zan reduce deficits over the next few y2ars. With the
President, and th> Speaker--and all of you--pitching in, we can
dg tha joh.
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