
BOB OOLE 
ICANSAI 

TO: Senator Dole 
FRUM; George Pieler 

OFFICE OF THE MAJORITY LEADER 
WASHINGTON, DC 20610 

June 12, 1985 

SUBJECT: Talk to Outdoor Advertising Association of America 

You are scheduled to speak to them at 8:30 a.m. on Thursday, June 13, at the Hyatt Regency (Columbia Foyer). 
They have tax reform most on their minds right now. Vern Clark also mentioned that you may get a question on the issue of TV advertising for beer and wine, where you have been generally supportive of the advertisers' position. 
Current tax/budget materials are attached. 

Attachments 

/ 
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Budget Deficit as Top Priority 
I I . 

• House and Senate conferees on the FY 1986 budget will aeet for the first time today. They have a tremendous challenge: to agree on a major deficit-reduction package that will keep recovery on track, both by ·the magnitude of the savings and by guaranteeing -tha·t the plan will be carried out fully .in the years. ahead. 
• Let•s·not forget that the deficit is our nuaber one cloaestic problea • . . By . t·he saae token, . 1et~in1 the. ~ud1et Oil· a 'glide path' toward: ·b;alance coui4·::be .a historic 'breakthrough for .oql' econaily: .. ~ustaiidng . . · ·-recovery for the rest of. this decade without · rei·pi ting· · 1:nf1ation. . That• s why ev:eryone · should -focus very, very ~losely on the actions of the budget ~onferees. · 

· • Another _reason for keepinf an eye on· the budget is the debate over the actual· sav ngs, ancl. ·ovei: .. how . shifts in the·econoay. aay·affect the deficit projection~. So• -say the de~icits will be hi1her than· we tho~ht, - ~ even if we. approved the Senate buclget in its -entirety. · If that's so, the · conferees ought to·· ala even h11her . in total savin1s--they have to hit the ·mark of a deficit-. at Zt .of GNP la 1988, or co• as close as possible. There are enouah different iteas in both budaet packages to aake that possible. ·· 

• To evaluate how well t;he budget confere~s .do., 

... 

watch how aueh the coae up with in reconciled saviugs. Savi-... that ~ren•t . reconciled--aan.clated · to the a~th·~~ing coaaittees--aay _never be realized .. ·The Senate -r~nc(1es $~35 billiioa, .. the _Ho~e oDly $3,7 bilrion • . · :~cl, co1i5lcler bow d.efens·e ·co.s· out:. ·the House ·· den1$s even an. inflation increase, · which we allow. ·But ·the . .S~nate, an4~ tJie ,.-ffouse Araecl· Services Coaai.tee, are woTk-ing on clefeiise authorizations ··· · that give the inflation adjustment... That tells ae that the Ho.~e defense number ·represents .phoney savings--they won't be',chieved, but the are plugged in the budget to avoid making real cuts in o.ther programs. 

' . 
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Reagan's Tax Reform 

o 'J.'be Prea1dent baa propoaecl a atr1k1ng and h1ator1c rerta1on ot the income tax laws. Bl• plan would make the a7st• both aillpler and ·ta1rer. · -. . o The .preaent 1• braoketa would be replaced b7 . ~uat three: 15$, 2SJ, and J5J. 'Iba 11ax!awl aorporate rate would drop to 331 (With ·graduated rates tor a..i1··tiualneaa). 
0 

0 . 

0 

· o 

0 

Dut 1\1.&D ·u a tdaole would ahltt tile tax bUl'den aw15 .trom world.Dg people· and tow&rd bua1D••••• tb&t b&,-e a 01: ot lno ... bu~ b&YeD1't pald tll•1r ab&N ot tax. ~htal tax•• pald bJ' 1Dd1T14uala ·woald drop.T percent, vld.le oorporate tax PQllellta would ri•• about 9 percent. 
Diatributldaal Mtaet. · · Vnder tile a.agan plan, tudl.ie• Viti iioo••• Of 110,000 or le•• woald get a 35.51 tax out; t10,ooo to . t1s,ooo. a 22.as tax.out;·t15,ooo to ho,ooo, ·a 13 •. 51 tax oat; $20,000 to t30,000, an I. TS tax oat; $JO 000 t:e •50,000. a 6.6J tax out; •so,ooo to $100,000, a l.21 tax out; •100.000 to •200,00~. a •.11 tu •:!&a.:r.._•200.000 or •re, a 10.TS tax •t (tbe large . - ~•race . ·b"8 ! ·~•r tile .top lalooae group readu rl'Oll -"4:be :1.Wett-. .. teP· .rate ot 351 and · tbe lower top capital &&lD ·t:az rate or 1T.5J). 

Retvn ~ •• .-.. ~·~ tile ·Reagan plall, ea17 J3S ot tiijiien · '.-..e;:'~tee' :'t:o &.1s•tse. · ID a44S.tlon, . ..-.. tbaa 'b&U ot-, ·_.u, . ~-- woaJ,4 be able ·'9 get tllelr tax ;b111 or ·ntuncl Jd.jbeat tiling a retam (lt tlleJ' ao cboeae). 
Protection tor Low InC0118. t'lae plan would remoTe tro11 the £ii roiia YlrtU&lli all taalliea, aarried couples, single beads ot houaebolda, and older Amerio.- at or below the povertJ' line. Tb1a would result trom the combination ot 1ncreaa1ng the peraonal exemption, zero bracket, earned income credit, .and the new consolidated credit tor the blind, elderly, and disabled. 
Indexinf Protection. The plan retains the indexing protect on tor rate brackets, the personal exemption, and the zero bracket which ·we pioneered in 1981. Mos.t . plans that claim to do 110re tor middle incomes (llke Bradley-Gephardt) do not protect taxpayers against inflation and would do leaa tor them in the long run. President Reagan alao expands the indexing concept to the earned income credit, protecting the working poor, to depreciation and to capital gains (in 1991). 

' ' 
• 

' 

I 
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· o Business and Growth. President Reagan proposes a system ot buslneas taxation that is more neutral and will reduce tax-motivated distortions that skew economic dec1a1ona. Repealing the r.rc and revising dep,eciation . acbedulea aean greater neutralit,. among dittei-ent 1nveat•ent oategorlea. Otbe~ changes that will 11a1t econOllic dlatortiona include lillitlng Nal estate tax breaka t~ tbe amount at risk. and t1gbten1ng the ll1llS.llua tax with regard to oil and gaa tax breaks (1ntang1ble dri111Dg ·:aoata). 

o Ia•~•. to Watah. Congress Will give tho Pr.eat.dent'• plan i v«r,. oioae look. and no doubt 114117 Kellbera will have pare1cular change• tbe,. want to propose. In particular. there will be tocua on: 

.. 

.D1atr1bat1on et 'fax Burden. U 'freuu17•a eailiiitiia &old up. Eiila la a ver,. ta1r plan. Solle 
~ be oOlloerned about the bi-eaJc tor the top 1no•e 
ol&a•~but to addi-eaa tbat would requ1N changing the·rate atruotuN o~, the capital gain• exolua1on. both ver,. aenait1ve 1aauea. 
Keutr&11tl/Inveataent. Af17 perceived d~atlon from •neu rii• tii .ereataat tor clUtei'ent 1n4utrlea "111 brlng d..a.ta tor obange ·rro. other lnclutr1ea. In addlt1oa, thoae lnclutrlea .. t beaYll,. nba.1dlse4 .b,. ·the 9uri-ent oOcl-lllce tho•• wblob be..-t'lt ti-om the UC beoauae the7·are oap1t&l-1ntenalve--w111 want to •1n1•1•• the etteot ot the plan. · : · 
State and Local hxea • . Seoretar,. Balcer tau a&ld tbit eliiiihiting the ieduct1on tor State and local taxes is a aort ot •acid teat• tor aer1oua tax retona. \'bis 1a ·a *'O -1111on 1tea over tbe proJeoted phase-in period. and that amount would be dirricult to make up. Ir high-tax States can right orr thl• change--even in the context ot much lower tax rates and other benerlts that ease the tax take on their c1tlzena--progress may be d1tt1cult. 

' . 

, 
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ESCALATING DEFICIT 

The .. 1n threat to continued econoaic expan9loa. l• run-away 
Federal •pending. 

0 

0 

0 ·. 

0 

Since 1940, th• Federal Governaent baa run deficit• ln 37 
oat of the ia.t. ·45. years. Since 1960, we••• ·r:a&a def-tclt• ln 
· 24 out qf 25 year•. .... · 

ID 1985~Jitthe 9C088 l'ederal debt will total fl,84~ -.t:rlll~on, 
an lacr-• of · 5.331 GYer 1960, 2381. OYer 1975; aia4 1011 cwer . 
1980. !'be mtal debt la 1985 now •taad8 at. 481·. of O"ar.GBP. . . . . . 

Wl~ DO abaDfU la recleral speacH.DCJ ·pollq, cao. ~j4'Ct.8 · 
tlaat. · reaeraJ. oat.lays· will rl•• froli .,,so bl11lcia :.la· 1tes m 
fl.378 trt.U.loa la 1990-an lacrea•• of f428 bllltoa·.lD fl•• 
years. 

lf '.:DO ctaa-.ru are ... de, th• badcJ•~ deficit wt~ ~-•• 
fro• f214 blllloa la l'Y 85 to·f300 blllloa ·1.a 1190 &D4 th• 
S&t.loaal debt. will lac:rea•• to $2.786. 

ftl• -•l•• lac:r-• la cleltt. 1laa lt.••lf c:reat.e4 me of .\:he 
1aq••t. aa4 fuuat. gmwlng eampmeau of l'edenl ~ : 
lat.erut. oa t1w a.bt. • . Coaat&Dt ·4•flc:it.• .... pa. · elaa&J. ~jollc:y 
oa an eadl.e•• ueadlllll · of · pa~ for.the lrrupo119lblUt.7ot 
prnloaa 4eca4• .. • · · 

• 
o Ill 1165. l.Dterqt oa th• .. t.loaal debt coat $9 bt.Ur1- - ~&ll4 

coawaae4 J..41 of ·GU. ay 1980. &llDUf.l 1.Dt.erut ~·--~· 
to f52 blllloa--21 of GllP. Bat. th• worat vu 79t.· ti0 · ma.. 

o 111 1985. later••t oa th• Satloaal debt will co•t taxpayer• 
f 130 blllloa--&lllo•t the.. tt... th• leYel of fl•• years 

· •CJO• Till• repr••eat• 3.81 of GBP, 13.51 of the entire 1985 
budget, and a 1,4501 increase la costs OYer 1965. 

o $130 blllloa ls equal to the sua total of all l'ederal . 
spending fro• 1789--the founding of the· Republic--to 1936. 
It also equals total Federal . outlays in 1966, the entire 
defense bud9et in 1980, and twice the level of aedlcare 
funding today. 

o To put it in even simpler terms, about 40t of all revenue 
collected by the Federal Government fro• personal income 
taxes ($330 billion in 1985) will go to pay interest costs 
and no Federal services at all. 
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House Budget 
o The House budget doesn't do enough, in a credible way, to keep the econoay on an even keel and reassure financial markets. 
o Fir•t of all, the Bou•• plan doe•n't even aia as high as the Senate budget. It clai- •aving• of only about $250 billion over three year•, as oppo•e4 to the nearly $300 billion in the Senate plan. 'l'be Bou•• would leave the deficit· nearly 201 higher in 1988 than the Senate• 

·, o 'l'ta• eou.e budget really un4eraine• · the Rational def en•• at,a ti- w'ben our def~• poature .4.• critical to the •ace••• of ar- control '.talk•· 'l'be"Senate plan already fr .. &•• defenae in 1986, allowing no real increaae1 there jut i•n't any rooa for further cut .. without :.; jeopardising aecurity. 'fbe Preaident i• abaolutely · ,~._ adamant on thl• point. ··' 

.. .. .. -

o About 501 of total saving• in the Bouse budget coae fro• def enae .nen though defenae only account• for 281 of the l'e4eral: budget. 
o 1'11• Bou•• plan avoid• .. jor aa•in9• in entitleaent progr-. It also ter.laa.tea oaly !!!!!. prograa-~evenae •haring-where the.senate en4a 14 pro,r- an4 -k•• aignificant reforaa .in many othera. 41'bat prove• the Boa•• plan 4oean't bite the bullet--:lt 4oelln't do anything to enaure th• loa9-tera ••in9• that vill reaasare ln•e•tora ·an4 •bore ap ba81n••• .an4 conauaer confidence. · 

o 'l'ta• Boaa• budget also 1• fall of allOlce ·&n4 alrrora. $12.2 billion in •••lags are •••••e4 froa reducing •pending for contracting out ••r•lc••· But ao•t analy•t• view contracting out aa a cost •aving device. " ~3.7 billion i• •ave4 in •offsetting receipts• ·that will probably not be realized. 
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KEY POINTS ON SENATE BUDGET 

o Through spending cuts alone, the plan would reduce the 
deficit by $56 billion in FY 1986, and about $295 billion through FY 1988. 

o Cut• of thi• aagnitude leave reaaining deficits of $171 billion in FY 1986, $145 billion in FY 1987, and $104 billion in FY 1988. . 

o Thi• plan reach•• the goal we set of getting the deficit down to 21 of GllP by 1988, without tax increaa ... 
o Bvery area of the budget .i• hit hards the Pre•ident'• . 4efenae reque•t i• cut to zero in 1986• 13 progr... are · teralnated, and peraanent entitleaent S&vlng• are achieved by fr .. slng all non-aean• tested COLAB for one year. 
o 'l'b .. • are real, aeaningful cuta and ahould have a aignificant impact on financial aarketa. Reaulta fra11 a aurvey of leading Wall Street financial adviaera indicate• that we ahould expect interest rates to drop by 1 or 2 percentage-polnta in the near tera and by a• auch aa 3 point• in 1988 if we follow through this package. Rat•• have already trended downward--the priae is down 1/2 point to 101. 
0 If that happen• and keeps the recovery on track, we can expects 

al110•t 7 aillion new job• by 1988 
housing atart• back up to the 2 aillion unita/year level inflation ataying down at 41 or le•• 
national peraonal incoae up by $800 billion by 1988 
potential increaae of 18-261 in net inco•• for aaall bu•ine•• (due to lover interest ratea) 
a potential increaae of $2-4 billion in net fara 
incoae (due to lower intereat rate•) 
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Taxes 

• The President and the American people have sworn ·orr tax increases as a deticit solution, and no one in Congress seems to want to auggeat otherwise. So aa tar as taxes are concerned~ the tocus will be on tax retorm and wa1s to improve the distribution or the tax burden. 

' . 

• There have been a lot or reports and anal1aea or inequities in th.e tax code, including one bJ Joe Pechman on who pa1s taxea, and one b7 'Ralph Hader'• Public Citizen group on corporate loopholes. Deap1te all the headl~nea, the bottom line conclua1on la one we have knotn1 tor a long t1me--pa1roll taxes .and bracket creep raised the tax burden on working people, while the proliteration or tax loopholes cut taxea tor the upper incomes arid corporat1ona. There, 1n nutshell, ia the source or moat or the momentum tor tax retorm. -• Working people have legitimate concerns in the tax debate: protection or the tax tree atatua or tr1nge benetita that workers have bargained tor, 1nclud1ng health 1naurance--greater equ1t1 tor the average taxpa1er through lower rates and larger personal exemptions. Bua1neasea and workers who don't benetit trom rich tr1nge benet1ta have legitimate concerns, too, which is wh1 we expect a long and 11ve11 debate. 

• Clearl1 tax retora 1• important. beoauae we auat have a tax a1ate• that our.people believe 1n and Will aupport Without coercion. But unlesa we deal With the detioit. initiatives such aa tax retora will tall b7 the wa7e1de--beoauae our t1acal cr1•i• w111 demand all our energ7 1t 1t gets worse. 
• Republican• led the ettort to reduce and index tax ratea, close corporate loopholes, abut ott aome upper-income ·benet1ta, and improve tax compliance over the past tour 1eara. Taken together these changes are the beat improvements in tax polic1 tor working people in man1 1ears. And without them, scheduled increases in the pa7roll tax would be pinching workers much more aeverel1 than the1 are. 

• The latest report by the Joint Committee on Taxation shows that tax loopholes and prererences will amount to about $424 billion in 1986. Tax loopholes are on a rapid growth path--which is why people are troubled by the untairness or a "swiss cheese" tax base. 
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