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OQUTLINE OF REMARKS
SHEET METAL WORKERS' INTERNATIONAL ASSOCIATION

August 30, 1982

I. The Budget--Major Progress and Continuing Need for Action

A. The Congress has moved forward responsibly to implement our
budget agreement: the Finance Committee reconciliation bill
has been passed, and the reconciliation bill from other
committees has been passed. Now that we have taken
substantive action on the deficit, th o meintein
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B. The President led the fight for the tax reform and spending
reduction bill because he knew it would preserve the
fundamentals of his program and increase the prospects for
lower deficits and lower interest rates, which are crucial for
recovery.

C. Congress now has to follow through to implement every part of
the budget agreement. Spending has to be brought under
control, and appropriations this fall will have to be kept in
line with the budget resolution to complete our deficit
reduction efforts. That is the only way to act in good faith
with our citizens and insure the confidence of the financial
community.

D. The reconciliation bill originated by the Finance Committee
includes the largest single spending reduction: about §17
billion. It also raises $98.3 billion in revenues from
improved compliance, eliminating obsolete tax incentives,
insuring that everyone pays their fair share, and modest
excise taxes and user fees.

11. The Economic Recovery Program

A. Sticking to Fundamentals

1. The deficits are not a result of the Reagan program, but
of deep-rooted economic problems, some of which were
underestimated by the administration. But we have to
follow through on the administration's fundamentally sound
principles of spending reduction, lower taxes to restore
incentive, a firm but fair monetary policy, and a strong
defense.

2. We are aiming at sustaining recovery after the recession.
That is what the debate is all about. No one advocates
tax increases or further "“drag" on the economy while
recession persists.

3. Significant progress is being made on the economy.
Inflation in 1981 drooped to 8.9 percent, the lowest since
1977. Inflation is running at a 5 or 6 percent rate, and
in March the CPI declined by three-tenths of a percent--
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the first such decline since 1965, and the largest drop
since 1953. This is dramatic progress on what everyone
considered to be our number one economic problem.

4. Interest rates remain too high, but they have come down.
13 1/2% is far better than 21 percent, and there is reason
to expect a continuing, if gradual, downward trend this
year.

B. The Recession

l. The recession is the reason our problems are more acute
than anticipated. It has driven down revenues in the
short run (lower inflation and slower growth) but has a
lagged effect on slowing spending, while in the near term
unemployment and related costs increase.

2. In 1980 the Carter administration tried to prime the pump
after experimenting with monetary restraint--the
subsequent clampdown proved that the "recovery" from that
recession was a false one. Only now are the full effects
of that same recession being felt. The important thing
this time is to insure a sustained, real recovery.

III. Tax Reform Package

A. Many people are perplexed at the fact that we are raising new
revenues this year, when we passed a tax reduction program
last year that was supposed to restore certainty to the tax
laws. The budget deficit problem is one major reason for the
shift, of course: but our tax reform bill makes changes that
are needed irrespective of the deficit problem. They are
needed in the interest of fairness, simplicity, and economic
efficiency.

B. We can get more revenue out of the present tax code. By
improving compliance--which has dropped off in recent years
because of inflation, high marginal rates, and the
proliferation of special tax privileges--our bill raises about
$28 billion over three years. By cutting back on the
inefficient safe harbor leasing provision, we raise over $8
billion. And we cut back many other loopholes and preferences
that no longer serve an important purpose, and which should be
cut back or eliminated: tax breaks for self-employed pension
savings, industrial development bonds, and insurance industry
loopholes.

C. We reached a consensus to concentrate on improving our tax
laws before we slap on new taxes. This is the approach
President Reagan endorsed, because it is fair and it preserves
the tax cut for working people. Everyone must pay a fair
share of tax: it is hard to justify new taxes, or cutting
back the individual tax cut, unless we deal with the special
exceptions turn our tax base into Swiss cheese.
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Oout of our tax package, all but $15 billion to $20 billion
comes from tax reform and compliance measures. The rest comes
from modest excise taxes and user fees, and taxes associated
with particular government benefits.

IV. The 1983 Tax Cut

A.

A number of Senate Democrats persisted in trying to pare back
the 1983 tax cut to raise revenue because that is "the path of
least resistance.”" The President disagrees, and I disagree.
That cut is needed to help American workers--it is needed to
offset bracket creep and payroll tax hikes. And it is a firm
promise we made to the American people.

Who is helped. There has also been a lot of criticism of the
individual tax cut on the grounds it helps the rich at the
expense of the average worker. But the American people want
to keep their tax cut. 1In any event, the "rich man"
allegation is false. 36.6% of the 1983 cut goes to people
with incomes between $20 thousand and $30 thousand. 53.7% of
the tax cut goes to Americans earning $20 thousand to $50
thousand. 70% goes to those under $50,000.

In addition, it is worth noting who would be hurt worst by
tampering with the third year. The group whose tax liability
would rise the MOST is that $20-$30 thousand income class--in
other words, the average working American. If this is a rich
man's tax cut, explain it to the working man.

V. 1981 Tax Act and the Deficit

A.
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The 1981 Tax Act, though the largest tax cut in history, just
stabilizes the tax burden. Revenues still will rise from
about $600 billion in 1981 to about $800 billion in 1985.
Receipts by 1987 after the 1982 tax bill, should be about
19.4 percent of GNP--close to the average between 1963 and
1973. Without action, receipts would have been a crushing 24
percent of GNP in 1987.

The question is how high a deficit can be tolerated without
"crowding out" or threatening a resurgence of inflation.
Increased savings due to tax changes and the drop in inflation
should ease pressure in financial markets. We must continue
to do more to ease that pressure without undermining the
economic program.

Many provisions of the 1981 tax act aid capital formation and
innovation: R. & D. tax credits, capital gains reduction to
20 percent, IRA and other savings incentives. These coupled
with rate cuts and accelerated depreciation, form the
framework for regeneration of business activity.

Tax Indexing. Indexing is the major tax reform of 1981, and
it is here to stay. It is also the most progressive change,
and the most meaningful for working Americans. Indexing just
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means that Congress is accountable for tax increases--we
cannot rely on tax inflation to keep the budget afloat to the
tune of S$1.7 billion or more per point of inflation. 1In
Senate consideration of the budget resolution we defeated a
move to repeal indexing by 56-34. Repealing tax indexing
would risk signaling we intend to reinflate the economy.

E. Major Benefits in ERTA. With the talk about deficits and tax

increases, some have lost sight of the major--in some cases
revolutionary--tax relief and incentives we provided in the
1981 tax cut.

1.

Marriage penalty rellef. A 10-percent deduction for the
lower earning spouse's income eases the tax burden on
working couples.

Estate tax relief. The credit against estate and gift tax
will rise to $600,000 by 1986: this will free many small-
and medium-size family estates from any tax, and greatly
reduce the burden on all estates. An unlimited marital
deduction forever eliminates the "widow's tax"--there is
no tax now on transfers between spouses. In addition,
special use valuation for farm property was greatly
expanded, easing the burden on family farms; and the
maximum estate tax rate drops from 70 percent to 50
percent over 4 years.

IRA incentives. Every taxpayer can now deduct up to
$2,000 per year in contributions for individual
retirement. This helps the small saver, can help boost
the savings rates, and eases pressure on other private and
government retirement programs.

Other provisions that provide significant help to the
individual taxpayer include an expanded child care credit,
an increase to $125,000 of the amount of gain on sale of a
principal residence that can be rolled over, tax relief
for Americans working abroad, and a charitable deduction
for all taxpayers, regardless of whether they itemize.

For the first time in years we have a strong pro-taxpayer
policy in Washington--that will not change, even though we
are obliged to raise significant revenue in the short term
to deal with the deficit. Our goal is to maintain tax
relief over the long term and improve the fairness of the
tax code.

VI. Future Agenda for Tax and Fiscal Policy

A. Revenues and Major Items in Our Tax Reform Package

l.
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Thrust of future tax legislation will be to eliminate
abuses and obsolete incentives and improve tax
administration and collection, which should facilitate
further reductions in tax rates. The 1981 Tax Act began
this trend, as in closing the commodity straddle loophole.
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Last September the administration proposed tightening in
these areas, and by new enforcement devices. Many of
these provisions are included in this year's tax package:

- Completed contract method for multiyear defense
contracts.

- Industrial development bonds (restrict, require
matching efforts from State or locality, and
sunset) .

- Eliminate insurance industry loophole (modified
coinsurance) .

- Capitalization of construction period interest and
taxes.

Underground Economy

a. The Compliance Gap

The IRS estimates that $100 billion is lost annually
through noncompliance with the Federal income tax laws and
that amount will rise to $133 billion by 1985. Our tax
bill raises nearly 30 percent of its revenues, nearly $28
billion, by steps to help close this gap.

b. The Proposal

Our bill improves the current system of information
reporting. Nine to 16 percent of interest and dividends
paid go unreported, as do 44 percent of capital gains. We
can improve the reporting system by including Federal debt
and bearer obligations and impose real penalties on those
who refuse to comply.

c. Withholding on Interest and Dividends

The administration proposed withholding, and this has been
adopted at a 10 percent rate. Exemptions are provided for
the elderly and low income taxpayers, and protections are
available to institutions while they make the transition
to the new system. Withholding takes effect July 1, 1983,
and brings in about $10.5 billion over 3 years without
raising anyone's taxes.

d. Coverage

In addition, new penalties would hit the sophisticated tax
avoider and the fraudulent corporate tax manager. The
interest rules would be revised to reduce current
incentives to defer paying taxes.
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4, Minimum Tax

a. Prior Law

Prior law included three very complex minimum taxes, two
on individuals and one on corporations. These taxes
raised only $1.5 billion and still permitted significant
numbers of taxpayers to pay no tax.

b. Tax Bill Provisions

The provisions in our tax equity bill completely revise
and simplify the minimum tax. In lieu of the overlapping
alternative and add-on taxes on preference items, the
minimum tax on individuals is a flat rate of 20 percent
for amounts over $30,000 on a more comprehensive, economic
income base. Similarly, certain corporate preferences are
cut back 15 percent.

c. The Tax Base: Individuals

Included in the tax base for individuals are adjusted
gross income and items like excess accelerated deductions,
intangible drilling costs, the "bargain" element of
incentive stock options, research and experimental
expenditures, deduction for long-term capital gains,
interest on all-savers, and other items.

d. Corporations

Certain tax preferences for corporations will be cut back
15 percent. These include DISC, some percentage
depletion, intangible drilling costs, interest deductions
for banks to the extent that tax-exempt instruments are
included in a bank's investment portfolio.

e. The minimum taxes are fully consistent with the 1981
tax cut. That tax cut provided incentives by reducing
marginal tax rates. The marginal tax rate of a minimum
tax will only be 20 percent, with a 15 percent scaleback
for corporations: all taxpayers with substantial real
income ought to pay some income tax.

5. Leasing

a. Over $8 billion is generated by cutting back on the
safe-harbor leasing provisions of the 1981 Tax Act.
Those provisions would otherwise cost about $30
billion over 6 years, and the figure could go higher
when Treasury completely analyzes its report on
leasing transactions.

b. Changes include a 1983 Sunset, offsets in other tax
preferences, and direct limits on tax sheltering.

Page 6 of 23
c019_028_042_all_Alb.pdf



This document is from the collections at the Dole Archives, University of Kansas
http://dolearchi\7e5.ku.edu

6. Altogether our tax package paves the way for a broader tax
base, a fairer tax system. This is the direction we will
have to take in future revenue bills.

VIII. Summary of Revenue Provisions. The Finance Committee bill
raises $98.3 billion in new revenues over 3 years, as mandated
by the budget resolution. This is not a fly-by-night revenue
raiser: it is a carefully drawn, real tax reform bill. Most

of the revenues are generated without touching the average
taxpayer: in fact, no more than 25 percent of the provisions

would be of concern to most taxpayers. This is an equitable
tax bill, which emphasizes the following areas:

(:) Improved tax compliance. These are changes to insure that everyone

pays a fair share of tax, before we add on new taxes. Improved
information reporting is included, new penalties are imposed, and
withholding requirements are strengthened, including withholding on

interest and dividends at a flat 10 percent rate and a new
allocation rule to help collect tip income.

Revenues raised: about $27.8 billion over 3 years.

Reagan Proposals to Close Loopholes. This area encompasses the
proposals to close loopholes and tighten up on overgenerous tax
benefits that were proposed by President Reagan in his budget for
FY 1983. The category includes restricting use of accounting
loopholes by defense contractors, closing a major loophole used by
the life insurance industry, IDB reform, and a minimum tax
limitation on certain corporate tax preferences.

Revenues raised: about $24.7 billion over 3 years.

o] Improvements in Tax Equity. In addition to the Reagan proposals,
the bill focuses on other provisions that have proven to be
overgenerous or that need simplification. These include pension
tax reform, a stronger individual minimum tax, safe-harbor leasing,
tax treatment of foreign oil and gas income, mergers and
acquisitions, and reasonable limits on medical and casualty loss
deductions to bring those provisions in line with economic reality.

evenues raised: about $28 billion over 3 years.

0 \ User Fees and Taxes on Those Responsible for Specific Spending.
The bill includes higher airport and airway taxes as part of a
widely supported package to bolster the Airport and Airway Trust
Fund and finance airport and FAA improvements. In addition,
Federal employees would be subject to Medicare tax to balance their
contributions to Medicare with benefits. Similarly, the
unemployment tax is raised to help finance the unemployment system
without resorting to general revenues.

Revenues raised: about $11.7 billion over 3 years.
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o Excise Taxes. The cigarette tax would be temporarily doubled and

the telephone tax would be raised from 1 percent to 3 percent in
1983, 1984, and 1985, dropping to 0 thereafter.

‘ Revenues raised: about $8.2 billion over 3 years.

* Note:

Total adds to more than $98.3 billion because of some
revenue-losing provisions, such as the jobs credit
extension.

IX. Flat Rate Tax

A.

X. Bala

Growing frustration with our complex tax system and desire to
insure fairness are increasing interest in a flat-rate, or
low-rate, simplified tax. More people believe that the
complexity of the tax law puts a premium on getting
sophisticated legal accounting advice to take advantage of
loopholes--and that seems to benefit the wealthy at the
expense of the average taxpayer.

Several flat-tax proposals have been made, and there is no
question that in the years ahead we will be working to
simplify taxes, eliminate obsolete tax provisions, and bring
rates down in exchange. At the same time, there is no
comprehensive scheme we could implement right away--we need
input from the Treasury, which is reviewing the issue. Most
proposals leave some progression in rates, allow for certain
highly popular deductions, and exempt low incomes. When it
comes to a comprehensive tax base, everyone has their favorite
exemption they want to protect.

There will always be some complexity: we do have to define
"income", and our work with the minimum tax may help us reach
a more comprehensive definition. We also have to have a
sensible relation between the taxation of individuals and the
taxation of corporations. But we can agree on the principles
of equity, balance, and simplicity in taxes, and work to
improve the system. These are the issues the Finance
Committee will review in hearings late next month.

nced Budget Amendment

A.
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Our acute fiscal imbalance and signs of deterioration in the
budget process are increasing support for constitutional
restraints on fiscal policy. The Senate has approved S.J.
Res. 58, a proposal the President strongly endorsed.

S.J. Res. 58 requires Congress to adopt a balanced budget
unless overridden by 3/5 vote. It also requires an actual
majority to raise taxes over the previous year as a percentage
of national income. This means we will be obliged to balance
and coordinate decisions on spending and taxation--a sort of
"truth in government" provision.
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No one wants to resort to the Constitution unnecessarily, but
Congress has proved too often that it will not maintain long-
term fiscal restraint. We need strong measures to redress
that balance, and only the Constitution can provide them. We
have tried statutory controls: they have not worked.

There is no "perfect amendment" and there are other ideas that
merit consideration; a two-year budget cycle, an item veto for
the President, and different accounting systems to clarify how
we are spending taxpayers' dollars. But S.J. Res. 58 is as
good a proposal as we have developed, and it deserves a chance
to work. Enforcement legislation, and cooperation between the
President and Congress, will be crucial to the success of this
fiscal reform.

XI. Social Security

A.
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Perhaps the most pressing and significant problem yet to be
reckoned with is social security. 1981 was the seventh year
in a row that the social security cash benefit programs

(OASDI) spent more than they took in. Old-age and survivors

insurance alone is losing about $30,000 a minute.

At this rate, the retirement and survivors insurance trust
fund (the one that pays 75% of all benefits) will be unable to
pay full benefits in July 1983, and the rest of the system
will be in trouble within the following year.

Trust funds have never been so critically depleted. Prior to
1970, there were always reserves on hand capable of financing
about 1 year or more of benefits--that is, reserves equal to
100% of annual outgo. By 1976, reserves had fallen to 57% of
outgo and today, the combined reserves of the system stand at
about 20% of annual outgo, or only 2 to 2 1/2 months worth of
benefits.

The long-term problem is even more serious. Over the next 75
years, the actuaries estimate the deficit at $6.4 trillion,
counting HI ($1.9 trillion excluding HI). This is the amount
of money that would have to be put in the trust funds today,
combined with interest and all future tax income, in order to
be able to just pay off projected benefits as they become due.

When today's 20-year olds are retiring, say in the year 2025,
the actuaries project the cost of benefits to be 25% of
payroll (the combined employee-employer tax rate). BAbout 40%
of the cost of benefits in that year are unfinanced--left
unprovided for. Under more pessimistic assumptions, the tax
rate would be considerably higher than 25%.

These facts are underlying the growing lack of confidence
among younger workers over the survival of the system. Some
recent surveys show that as many as 75% of the people aged 18
to 29 have little or no confidence that social security can
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meet its commitments after the turn of the century. 64% lack
confidence about the next few years.

G. The National Commission on Social Security Reform, which has
now met 6 times, is charged with proposing a set of
recommendations--with bipartisan support--for alleviating the
short- and long-term financing crisis. We have a reporting
deadline of December 31, but I am hopeful that a consensus
will be reached to report immediately after the election, by
say November 15. This would give Congress the time to meet in
a special session or post-election session to move legislation
through quickly.

H. It will be essential to consider ways of controlling costs,
not simply raising revenues. Already, for one-quarter of
America's taxpaying households, social security taxes are
higher than income taxes. 1If, as economists argue, workers
end up paying the employer's share of the tax in the form of
lower wages, 51% of taxpaying households pay more to social
security than to IRS. On top of this, there are 3 more tax
increases in the law now (for 1985, 1986, and 1990).

I. With social security spending amounting to $3 trillion in the
next 10 years, increasing by $20 billion a year, there is
clearly room for belt-tightening without reducing current
benefit levels. Eligibility can be tightened, the benefit
formula can be increased less rapidly, the cost of living
adjustment can be delayed or modified.

J. It's my hope that the Commission and Congress will face the
issue squarely in November and December, make the hard
decisions that have to be made, and solve the financing
problem once and for all.

XII. Summary--Where We Are Now

A. A Watershed Year. The recession makes this a tough year for
Congress and the President. There are no easy oOr palatable
options available. That means we have had to establish our
priorities swiftly but with care: not an easy task. But we
have shown that we can work together to deal now with problems
that have been building over many years; if we continue to do
so, we will have a major breakthrough in favor of economic
recovery.

B. Shared Effort. We are learning that the economic problem can
only be addressed by a joint effort all around--Congress and
the President, Democrats and Republicans. Those who would
seek partisan advantage from our economic dilemma are
mistaken. If we hang, we all hang together, regardless of
party. The people will not care who impedes further
responsible action; what they care about are results.
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: TION I
SHERATGN CENTRE HOTEL
NEW_YORK CITY
MONDAY, AUGUST 30, 1982

WHEN I RECEIVED YOUR KIND INVITATION TO SPEAK THIS MORNING,
I THOUGHT AT FIRST YOU MIGHT HAVE MADE A MISTAKE. THEN, WHEN I
DISCOVERED THAT I WAS TO FOLLOW MY FRIEND AND COLLEAGUE TED
KENNEDY TO THL PODIUM..WELL, I FELT A LITTLE BIT LIKE TUGBOAT
ANNIE TRAILING AFTER THE QUEEN MARY.

AFTER THE LAST FEW WEEKS. IT’S _HARD TO TELL WHO IS LIBERAL
OR WHO IS CONSERVATIVE...BUT IT'SN RD TO TELL WHO IS BEING
RESPONSIBLE. AND RESPONSIBILITY IS WHAT I‘D LIKE TO TALK ABOUT
FOR A FEW MINUTES.

IT'S BEEN SAID THAT IN WASHINGTON, D.C. PRACTICAL POLITICS
CONSISTS OF IGNORING THE FACTS. AND BY THAT STANDARD, OUR NATION'S
CAPITAL IS TERMING WITH SOME VERY PRACTICAL POLITICIANS. NEITHER
PARTY HAS A MONOPOLY ON VIRTUE - BUT FOR MOST OF THE LAST THIRTY
YEARS, THE DEMOCRATIC PARTY HAS HAD A HAMMERLOCK ON THE GOVERNING
PROCESS. I KNOW: I'VE SPENT MY ENTIRE CAREER IN THE MINORITY,
UNTIL THE LAST 18 MONTHS, WHEN I BECAME CHAIRMAN OF THE SENATE
FINANCE COMMITTEE. AND FROM MY MODEST EXPERIENCE GARNERED ON THE
JOB, 1 CAN TELL YOU THAT IT'S A WHOLE LOT HARDER TRYING TO GOVERN
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THAN IT IS FINDING FAULT WITH THE GOVERNORS. THOSE wnHmﬁhI‘
RESPONSIBILITY FOR MAKING POLICY CAN ALL TOO EASILY BE TEMPTED
INTO IRRESPONSIBLE CRITICISM OF THE POLICIES THAT ARE MADE. <R

BUT THERE IS ONE FACT EVEN PRACTICAL POLITICIANS IGNORE ONLY
AT THEIR OWN PERIL. THE PEOPLE RULE IN THIS COUNTRY. THE PEOPLE
AREN'T BLIND. THEY CAN TELL THE DIFFERENCE BETWEEN POSTURING AND
PERFORMANCE. THEY DON'T CONFUSE SLOGANS WITH SOLUTIONS. THEY
SAID THEY WANTED A CHANGE OF DIRECTION IN 1980, NOT REVERSING THE
SOCIAL GAINS OF PREVIOUS YEARS, BUT MAKING CERTAIN THAT GOVERNMENT
WAS COMPETENT AS WELL AS COMPASSIONATE, SOLVENT AS WELL AS PROGRESSIVE.
THEY DIDN'T WANT THEIR DREAMS REPEALED - BUT THEY WANTED A WHOLE LOT
LESS SLEEPWALKING. THEY WANTED THEIR TAXES REFORMED AS WELL AS
REDUCED. THEY WANTED THEIR DEFENSES REBUILT, ON THE HOMEFRONT AS
WELL AS DISTANT SHORES.

THE PROMISE OF CHANGE
FOR EITHTEEN MONTHS NOW, THE MAN THEY ELECTED PRESIDENT HAS
LIVED UP TO THE PROMISE OF CHANGE. YOU MAY NOT AGREE WITH WHAT
HE’S DONE. I HAVEN'T HESITATED MYSELF TO DISAGREE AT TIMES. I'VE
BEEN FRANKLY CONCERNED ABOUT THE APPEARANCE OF UNFAIRNESS - WHETHER
OR NOT IT WAS WARRANTED - IN AN ECONOMIC PROGRAM THAT WILL ULTIMATELY
DO MORE TO DISTRIBUTE A LASTING PROSPERITY THAN ALL THE BUDGET-BUSTING
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AND PHONY COMPASSION PRACTICED BY WASHINGTON'S FRIENﬁSOF THE STATUS

QuO.

NOW I DON’T DOUBT THAT YOU'LL HEAR A LOT ABOUT THE REAGAN
ECONOMIC PROGRAM FROM OTHER SPEAKERS AT THIS CONVENTION. YOU
PROBABLY WON'T HEAR ABOUT THE EXTRA PURCHASING POWER ENJOYED BY
WORKING FAMILIES AS A RESULT OF LOWER TAXES AND LESS INFLATION.

AND YOU PROBABLY WON’T HEAR MUCH TO SUGGEST THE MAGNITUDE OF THE
PROBLEMS CATCHING UP WITH US, DEMANDING COOPERATION AND RESPONSIBI-
LITY EVEN FROM THOSE WHO DISAGREE OVER HOW THEY MIGHT BE SOLVED.  _

d‘buj'l;’wbﬂ’ m @‘“‘"‘d’ ”Q- WJI'

o 1, QIDV'T COE HERE THIS 0T i1

THE T - YT T

YOU’VE HEARD A LOT ABOUT THE SO-CALLED "BIGGEST TAX INCREASE
IN U.S. HOSTORY” PASSED TWO WEEKS AGO BY TB&,CONGRESS. ACTUALLY,
IT WAS NOTHING OF THE KIND. THE ONLY PERSONAL INCREASES LEVIED IN
THE BILL WERE $ Q=TSR OF TAXES ON PHONE USE AND CIGARETTES.
WE RAISED THEhJA ON AIRPLANE TICKETS - WE E D SOME ITEMIZED
DEDUCTIONS. IN ALL, TH®M, BARELY 10% OF THE TOTAL IS ASSESSED IN

NEW TAXES AFFECTING INDIVIDUALS. NEARLY 30% OF THENJEW REVENUE TO BE
RAISED COMES IN THE FORM OF COMPLIANCE WITH TAXES ALREADY IN EXISTENCE

) %,3?
L,

~/
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BUT SUCCESSFULLY AVOIDED. FOR THE 99% OF AMERICA'S WORKERS WHO
ALREADY HAVE THEIR TAXES WITHHELD, THE BILL IS NOTHING MORE THAN
LONG-DELAYED JUSTICE. I DOUBT IF MANY PEOPLE IN THIS ROOM WILL
SUFFER FROM SEEING IMPROVED REPORTING OF CAPITAL GAINS. YET THOSE
WHO FAIL TO REPORT GAINS - AND NEARLY HALF OF THEM DO GO UNREPORTED -
SHOULDN'T ESCAPE PAYING THEIR FAIR SHARE. THE SAME THING GOES FOR
UNREPORTED INTEREST AND DIVIDENDS, FRADULENT CORPORATE REPORTS,

TAX SHELTERS AND THE WELL-TO-DO WHO PLAY SOPHISTICATED GAME CALLED
AUDIT LOTTERY - AND DESERVE TO LOSE.

I DON'T THINK AMERICAN WORKERS WILL SUFFER BECAUSE WE'VE CLOSED
LOOPHOLES WORTH $25 BILLION OVER THE NEXT 3 YEARS, OR SAVED ANOTHER
$28 BILLION BY REFORMING INEQUITABLE PROVISIONS OF THE TAX CODE.

SAFE HARBOR LEASING MAY BE GREAT FOR GENERAL ELECTRIC, BUT IT'S

NOT SO HOT FOR THE GENERAL PUBLIC. AND I FAIL TO SEE ANYTHING WRONG
WITH EXPECTING WEALTHY INDIVIDUALS AND CORPORATIONS TO PAY A MINIMUM
TAX, HOWEVER INGENIOUS THEIR ACCOUNTANT MAY BE. FOR BE&EQNE(AS I

CAN REMEMBER, PRESIDENTS HAVE BEEN TALKING ABOUT REFORMING P{ - ONLY
TO RUN AFOUL OF POLITICAL INERTIA AND A STONE WALL OF SPECIAL INTEREST
GROUPS.,

ELECTION YEARS AND INTEREST RATES
NO ONE LIKES TO PASS A TAX BILL IN AN ELECTION YEAR. BUT WE
WERE NOT ELECTED TO POINT FINGERS OR SHIRK RESPONSIBILITIES. OUR
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VIEW SHOULD EXTEND BEYOND THE NEXT TWO MONTHS - BEYOND THE NEXT
TWO YEARS. IF WE HADN'T MADE THE HARD DECISIONS OF TWO WEEKS AGO,
A LOT OF WORKING MEN AND WOMEN WOULD HAVE PAID A PRICE FAR HIGHER
THAN EIGHT CENTS ON A PACK OF WINSTONS,

D " Ortgita— & Ui Ran

[F W& HADN'T TAKEN DECISIVE MEASURES TO NARROW THE BUDGET
DEFICIT, OR SIGNALED THE FINANCIAL MARKETS THAT WE MEANT BUSINESS
IN FIGHTING INFLATION AND RUNAWAY SPENDING, THEN DBES=tbeSE—]N
S REBIESERL E INTEREST RATES WOULD HAVE DECLINED®» M oJod

SINCE IT'S INTEREST RATES THAT PUSHED US OVER THE BRINK OF RECESSION
e

[N THE FIRST PLACE - AND WHICH CONTINUE TO SMOTHER SUCH VITAL

SECTORS OF THE ECONOMY AS AUTOS, HOUSING SALES AND NEW CONSTRUCTION -
GETTING THEM DOWN MUST BE OUR FIRST PRIORITY, ELECTION YEAR OR NO

ELECTION YEAR. NOW YOU CAN DO THAT ONE OF TWO WAYS. YOU CAN CRY /"a %
BLOODY MURDER ABOUT THE BUDGET, AND WHACK AND CUT AND SQUEEZE UNTIL %
YOU BEGIN TO HURT PEOPLE, ESPECIALLY THE POOR AND ALL THOSE WHO,

FOR WHATEVER REASON, HAVE YET TO MAKE IT INTO THE ECONOMIC MAIN- <j\,

STREAM OF THIS COUNTRY, — —— A
/ t‘lg
OR YOU CAN CUT RESPONSIBLY, NOW EXEMPTING ANY DEPARTMENT OF ~

GOVERNMENT. YOU CAN SPREAD THE SACRIFICE AROUND, EQUITABLY AND
HUMANELY. YOU CAN TELL THE PENTAGON THAT IT WON‘T BE A BUDGETARY
SCAPEGOAT - BUT NEITHER CAN IT BE A FISCAL HOG EITHER. YOU CAN
ORDER THE BATTLE AGAINST WASTE AND FRAUD IN SOCIAL PROGRAMS STEPPED
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UP - WITHOUT SLIGHTING THE VAST MAJORITY OF RECIPIENTS WHOSE ONLY
CRIME IS BEING IN HONEST NEED. AND YOU CAN GO BACK TO THE TAX
CODE, WHA MMY=EA FSERA g

ON-THE-CONFRARY. WE KEPT IN PLACE INDIVIDUAL TAX REDUCTIONS OF ™
$335 BILLION OVER THE NEXT THREE YEARSw AGAHNSI=NER=FA¥ES=GN=INDI-
HDBATS= =BT LION. WE PRESERVED INCENTIVES FOR SAVING,
FOR INVESTING, FOR RETOBLING AND SHARPENING AMERICA’S COMPETITIVE
EDGE IN THE WORLD MARKETPLACE. AND IN CASE YOU'VE OVERLOOKED IT IN
THE HEAT OF BATTLE, WE ALSO EXTENDED UNEMPLOYMENT BENEFITS FOR
THOSE CURRENTLY OUT OF WORK FOR UP TO 10 ADDITIONAL WEEKS. IN
SHORT, T THINK WE ACTED RESPONSIBLY.

S—

Wl oy
THOSE WHO WeEEPD-REFUSE TO EVEN NIBBLE THE BUDGETARYABULLET

GBRATHER DO AWAY WITH NEXT YEAR'S PERSONAL TAX CUT OF 10%.
THEY WOULD JUNK INDEXING - WHICH IS THE GN-H GUARANTEE WORKING
PEOPLE HAVE THAT A COLA IN 1985 WON'T PUSH THEM INTOEW BRACKET.
THEY WOHMEBSFAKE MORE OUT OF YOUR PAYCHECKS AND LESS FROM WASHINGTON'S
HIDE.

Seon T g+ Wa gl

WE-CRITICIZE THE PRESIDENT’S PROGRAM - BUT WHAT ALTERNATIVE
DO THEY OFFER? IT TOOK US A LONG TIME IN THIS COUNTRY TO TAX
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OURSELVES INTO ECONOMIC SICKNESS. EVEN WITH A 25% REDUCTION IN
TAX LEVELS, YOU'LL JUST BEGIN TO OUTPACE INFLATION AND SOCIAL
SECURITY TAX INCREASES LATER THIS YEAR. OF COURSE, YOU'RE ALREADY
BENEFITTING FROM AK;{NFLATION RATE,CUT IN HALF SINCE JANUARY, 1981,
YOE=SAR=SEE INTEREST %&IES THAT HAVE DROPPED 8 POINTS SINCE THEN -
GOVERNMENT SPENDING FHAFS GROWING ONLY HALF AS FAST - A—RATE=OE
PERSONAL SAVINdE;ﬁP SHARPLY SINCE THE FIRST OF THE YEAR - AND A
SOLID FOUNDATION FOR CAPITAL FORMATION AND JOB CREATION BEING PUT
INTO PLACE. NONE OF THIS HAS HAPPENED OVERNIGHT, AND NO ONE THINKS
THAT "ROMORROW WILL BRING INSTANT UTOPIA.

BUT GOOD THINGS ARE HAPPENING. RESPONSIBLE PEOPLE ARE CARRYING
OUT THE MANDATE FOR CHANGE. GOVERNMENT IS DOING MORE TO STIMULATE
GENUINE RECOVERY, AND LESS TO STIFLE PRODUCTIVITY AND THE INGENUITY
THAT LEADS TO JOBS. IT HASN'T BEEN EASY. AND IT WON'T GET ANY
EASIER. BUT, CONTRARY TO WHAT YOU MAY READ IN THE PAPERS, CONGRESS-
MEN ARE NOT SENT TO CAPITOL HILL TO LIVE THE GOOD LI§E - WE TAKE AN
OATH TO MAKE LIFE BETTER FOR THOSE WE REPRESENT. TO PROMISE SECURITY
WITHOUT ABOLISHING INCENTIVE - TO LOWER TAXES WITHOUT teBeiy
BENEFITTING THOSE IN UPPER BRACKETS - TO ATTACK SHE® =FBRM INTEREST
RATES WITHOUT ENDANGERING LONG-RANGE RECOVERY: THESE ARE THE
RESPONSIBILITIES OF GOVERNING IN 1982. THEY DO NOT YIELD TO SLOGANS.
THEY WILL NOT GO AWAY AFTER NOVEMBER 2, THEY INSIST ON COURAGE
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INSTEAD OF CAUTION, AND VISION IN PLACE OF POLITICS AS USUAL.

we  THE_CONSERVATIVE AGEN

NOW LET ONE.BE CANDID, I'M PROUD TO BE CASEB A CONSERVATIVE.
BECAUSE CONSERVATIsﬁj?h=¥#¥é-eeuu$ﬂv HAS ALWAYS RESTED ON A SYSTEM
OF VALUES - PERSONAL INITIATIVE, PATRIOTIC CONVICTION AND THE
CERTAINTY THAT HARD WORK WOULD CARRY ITS OWN REWARD, AND A BETTER
LIFE FOR CHILDREN A& YET UNBORN. I HAVE NEVER DEFINED CONSERVATISH
AS THE RELIGION OF THE PROPERTIED FEW, OR THE ANGRY BACKLASH OF
THOSE WITH A VOICE THAT CARRIES IN DIRECT PROPORTION TO THE SIZE OF
THEIR STOCK PORTFOLIO. CONSERVATIVES BELIEVE IN REWARDING INDIVIDUAL
TOIL AND TALENT. IN A TIME OF DISTRESS, THEY WANT TO AID THOSE IN
NEED, WHILE ENACTING A\PROGRAMSTO ALLEVIATE FUTURE?E’FSI&Esw o S0 Aangh
RESTORING BOTH MONEY AND INCENTIVE TO THE FREE MARKE]gy WE ARE NOT R
MAKING A U-TURN, NOR ARE WE IGNORING THE PITFALLS AHEAD™SUE ARE  &AY |
ADJUSTING OUR COURSE TO M G5 THE ROAD. [AND
ONE WILL BENEFIT MORE FROM LESS INFLATION, LESS TAXATI
TAX CODE AND A MORE VIGOROUS ECONOMY THAN YOU -- THE PEOPLE WHO

MAKE THAT ECONOMY ‘PNCTION AND WHO SUFFER THE MOST WHEN IT CATCHES
COLD.

e
THE _FACTS ABOUT SOCIAL SECURITY f, sALs
AND WHILE WE'RE SPEAKING OF DIFFICULT CHOICESa LET MEQBRING

UP ANOTHER SUBJECT THAT SENDS CHILLS DOWN THE SPINELESS - AND

e
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AFFECTS THIS AUDIENCE AS MUCH AS ANY GROUP OF AMERICANS I KNOW. IF
YOU THINK IT"S HARD TO GET CONGRESS TO TALK TAXES IN AN ELECTION
YEAR, YOU SHOULD TRY MENTIONING THE FUTURE OF SOCIAL SECURITY. IN
FACT, MUCH OF THE CURRENT PROBLEM - AND MAKE NO MISTAKE, THERE IS A
PROBLEM - STEMS FROM THE FACT THAT A GENERATION OF CONGRESSES HAS
ASSUMED THAT IT COULD GO ON APPLYING BANDAIDS TO A FINANCIAL
HEMMORAGE, PATCHING AND PASTING UNTIL THE NEXT ELECTION. MEANWHILE,
REAL AND SERIOUS DIFFICULTIES WERE ALLOWED TO DEVELOP. ANYONE WHO

TELLS YOU OTHERWISE IS PROBABLY A REGISTERED REAL ESTATE AGENT FOR
THE BROOKLYN BRIDGE.

SOME FACTS CANNOT BE IGNORED - EVEN IN WASHINGTON. FACTS LIKE
THESE . s

1. LAST YEAR WAS THE SEVENTH IN A ROW THAT THE SYSTEM PAID
OUT MORE MONEY THAN IT TOOK IN. OLD-AGE AND SURVIVORS INSURANCE
ALONE IS LOSING ABOUT $30,000 A MINUTE - MORE THAN HALF A MILLION
DOLLARS BY THE TIME I FINISH SPEAKING TO YOU THIS MORNING.

2. AT THE RATE THE MAIN SOCIAL SECURITY TRUST FUND IS BEING
DEPLETED, I WILL BE UNABLE TO MEET ITS OBLIGATIONS BEYOND JULY
OF 1983, THE REST OF THE SYSTEM WILL BE IN TROUBLE WITHIN A YEAR
OF THAT DATE.

3. NEVER HAVE THE TRUST FUNDS BEEN SO DANGEROUSLY LOW. A
DECADE AGO, WE COULD ALWAYS COUNT ON AT LEAST A YEARS' RESERVES.
TODAY, THAT FIGURE IS DOWN TO ABOUT TEN WEEKS. AND THE LONG-RANGE
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OUTLOOK IS BLEAKER STILL: OVER THE NEXT 75 YEARS, THE SYSTEM IS
EXPECTED TO RUN A DEFICIT OF MORE THAN SIX TRILLION DOLLARS.
CLOSER TO HOME, WE'RE BEING TOLD THAT BY THE TIME TODAY'S 20 YEAR
OLDS BEGIN TO RETIRE, EVEN WITH THE SYSTEM GOBBLING UP 25% OF
AMERICAN PAYROLLS, THEY WOULD STILL FIND ABOUT TWO-FIFTHS OF ALL
THEIR BENEFITS UNPROVIDED FOR.,

AGAIN, THE PUBLIC ISN'T BLIND TO THE DANGER. ONE RECENT POLL
SHOWED THAT A MAJORITY OF ALL AMERICANS HAD LITTLE OR NO CONFIDENCE
THAT THE SYSTEM WOULD BE ABLE TO MEET ITS FINANCIAL OBLIGATIONS
DURING THE NEXT SEVERAL YEARS. FORGET ABOUT 2050 A.D. - 54% OF
THE AMERICAN PEOPLE QUESTION WHETHER SOCIAL SECURITY WILL BE SOLVENT
BY THE END OF THIS DECADE. THE FIGURES WERE EVEN HIGHER AMONG UNION
MEMBERS, BLUE COLLAR WORKERS AND PEOPLE UNDER THE AGE OF 40,

THIS MAY WELL BE ONE OF THE INSTANCES WHERE THE PEOPLE ARE
LEADING THE POLITICIANS. AS CHAIRMAN OF THE FINANCE COMMITTEE, AND
AS A MEMBER OF THE BIPARTISAN NATIONAL COMMISSION ON SOCIAL SECURITY
REFORM, I'VE SEEN FIRSTHAND HOW A LOT OF OFFICEHOLDERS EQUATE ANY
PUBLIC MENTION OF THE SYSTEM AND ITS TROUBLES WITH AN OUTBREAK OF
BUBONIC PLAGUE. THEY'D LIKE NOTHING BETT%AN T0 CLOUD THE ISSUE
IN PARTISANSHIP AND FINGERPOINTING. BUT SBEM THINGS ARE CLEAR, EVEN
BEFORE THE COMMISSION MAKES ITS REPORT LATER THIS YEAR.
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TR )| “WE~CANF-—FRPEET WORKERS TO PAY STILL HIGHER Sew Sis
TAXES. MANY ALREADY FIND THEMSELVES PAYING MORE IN SOCIAL SECURITY
TAXES THAN IN FEDERAL INCOME TAXES. AND THERE ARE BUILT-IN BOOSTS
IN THOSE LEVIES SCPEDULED TO TAKE RFFECT IN 1985, 1986, AND 1990
s ) ST s
k\m TF\YoU WANT TO UNCOVER “THE LARGEST T INCREASE TN @&, HISTORY”
=seaBEF0U LOOK NO FURTHER THAN THE 1977 SOCIAL SECURITY AMEND-
MENTS PROPOSED BY PRESIDENT CARTER AND PASSED BY m

IS ALS% CLEAR, FOR BOTH MO; Jﬂ‘AND POLITICAL RESUNS THAT
AsnaL] . ? :
o W@NOT cuT BENEFI T?\OF ANY(RSE | NOW-RECEFYY Soass
wadlaly ~
T WE HAVE MADE A COMMI TMENT T0 TH% PEE% I}E AN

HONOR THAT COMMITMENT. BUT WE ALSO HAVE,A COMMITMENT TO T% FUTURE '“
TO MILLIONS OF YOUNGER WORKERS AND TO A\ THAT CAN HARDLY
WITHSTAND THE STRESS OF : RT A STEADILY
DIMINISHING RATIO BETWEEN WORKERS AND RECIPIENTS.

i s ] Illa"‘-

AMERICA IS GROWING OLDER. SHE OUGHT NOT GROW POORER AS A
RESULT. SO PAINFUL AS IT MAY BE, THOSE OF US WHO OCCUPY POSITIONS

OF RESPONSIBILITY INGWASHINGTON WILL HAVE TO FACE UP TO THE CRISIS
IN SOCIAL SECURITY WE LY AS A SPECIAL SESSION OF CONGRESS
AFTER THIS FALL'S ELECTIONS. A-ém—ﬁ GIBILITY STANDARDS CAN BE
TIGHTENED, BENEFIT FORMULAS ME CHANGED SLIGHTLY REDUCRME IN-
CREASES, COST OF LIVING ADJUSTMENTS MIGHT BE DELAYED, [ THIM#=#=SO0
AT WE Céw TAKE A CLOSE LOOK AT SOME GRADUAL RAISING OF THE RETIRE-
MENT AGE, PERHAPS PHASED IN OVER A DECADEA THESE ARE JUST A FEW OF
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THE MANY OPTIONS WE WILL BE CONSIDERING.

\.Q_n. et « -5 -
1~‘\BUT 0 MARE THE SENSE OF URGENCY THAT fEE

T

[T'S NOT TOO HARD TOMWGE EWERIES TN WASTINGTON: ALL YOU HAVE
TO DO IS MAKE CHANGES. BUT CHANGES WILL HAVE TO BE MADE, AND
CONGRESS WILL HAVE TO ACT RESPONSIBLY IF SOCIAL SECURITY I3 TO BE

RESCUED AND A PENT-UP ECONOMY UNLEASHED,CHANGE REQUIRES COURAGE.
BUT COURAGE IS ALL AROUND US. IF WE NEED AN EXAMPLE, WE NEED ONLY
TO GLANCE AT THE HEADLINES. WE NEED ONLY TO READ LAST WEEK'S
HEADLINES CONCERNING THE BISHOPS OF POLAND AND THEIR APPEAL

TO AVOID VIOLENCE AND REPRESSION IN THEIR HOMELAND AND TO GUARANTEE
WORKERS THEIR RIGHTS TO ORGANIZE AND LIVE FREE OF\!‘HEAVY-HANDED
MARTIAL LAW,

TOMORROW MARKS THE SECOND ANNIVERSARY OF SOLIDARITY, A UNION
OF FREEDOM-LOVING PEOPLE THAT HAS TEMPORARILY BEEN CRUSHED BY A
GOVERNMENT FEARFUL OF FREEDOM. THE HEROES OF GDANSK, WHO DREW UP
A SOCIAL CONTRACT BETWEEN THE POLISH GOVERNMENT AND WORKING POLES,
WERE MEN AND WOMEN WHO STEPPED FORWARD FROM THE RANKS OF EVERYDAY
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LIFE. SUPPORTED BY THEIR FAITH, IMBUED WITH THE UNSHAKEABLE
CONVICTION THAT PEOPLE MUST WORK FOR THEMSELVES AND NOT FOR A
TOTALITARIAN REGIME, THE ORGANIZERS OF SOLIDARITY BOWED TO GOD AND
NO ONE ELSE.

DO WE NEED ANOTHER EXAMPLE OF RESPONSIBILITY TO GUIDE OUR
ACTIONS? CAN WE FIND A MORE POIGNANT BANK OF HEROES TO REMIND US
THAT WE, T0O, STAND ON THE FRONTLINE OF FREEDOM? NOW AS IN THE
DAYS OF OLD, YOU AND I ARE THE SHOCK TROOPS OF DEMOCRACY, THE
GOVERNED AND THE GOVERNORS, THE LAWMAKERS AND THE LAW-ABIDING. AS
THE FOUNDER OF MY PARTY SAID MORE THAN A CENTURY AGO, "WE, EVEN WE
HERE, HOLD THE POWER AND BEAR THE RESPONSIBILITY."

AS ADVERSARIES, WE CAN DO LITTLE AS PARTNERS, EACH WITH HIS
OWN OUTLOOK AND PRIORITIES, WE CAN DO MUCH. AS AMERICANS, UNITED
IN THE DESIRE TO PUT THIS COUNTRY TO WORK AND LET EVERYONE KEEP MORE
OF WHAT THEY WORK FOR, WE CAN MOVE THE MOUNTAINS OF CYNICISM AND DOUBT
THAT BLOCK THE PATH TO BETTER DAYS.

TOGETHER, WE CAN COMPLETE THE JOB OF ECONOMIC RENEWAL. WE CAN
CONTINUE TO MAKE OUR TAXES LOWER AND FAIRER. WE CAN SAFEGUARD THE
PROMISE OUR FATHERS MADE ON SOCIAL SECURITY - AND WE CAN INSURE FOR
OUR CHILDREN A WORLD - SECURE FOR THE LECH WALENSAS AND SOLIDARITIES.

SO MUCH NEEDS TO BE DONE. SO MUCH CAN BE ACHIEVED -- IF ONLY WE
ACT RESPONSIBLY AND LISTEN TO ONE ANOTHER. FOR LISTENING TO ME THIS
MORNING, I THANK YOU.
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