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OUTLINE OF REMARKS
IME BREAKFAST
n
Decem ber 7, 1982 - 7:30 a.m. - Fairf ax/R itz-C arl.to
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II.

The Econo my

rhet oric has
A. Prog nosis . Now that all the elec tion- year
the state of the
been clear ed away , we can real istic ally asse ss
s. The fact is
econo my and the pros pect s for the next few year

Page 1 of 5
c019_029_009_all_A1b.pdf

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

2

that the groundwor k has been laid for a stable and lasting
It is absolutel y crucial that we
recovery, without inflation .
proceed with care at this point; and not throw away the gains
already made.
Inflation has been cut to about 5 percent this year
1.
from 12.4 percent in 1980. This is the first time inflation has
fallen below 6 percent since President Ford took off ice.
Interest rates are down and still falling. The
2.
prime rate is down to 11 1/2 percent, way down from the 21
percent that prevailed when President Reagan took office. Home
mortgage rates are down 2-2 1/2 points since last year. Longterm rates for business loans are off 3 to 4 points from a year
ago.
3. Governmen t spending growth rate is down to 11.2
percent this year from 17.4 percent in 1980. The 1983 budget
resolution n projects the growth rate of governmen t to fall to 7.5
percent by 1985.
4. Lower taxes with major improveme nts in tax equity
buoy the recovery, both on the consumer side and on the
help
will
investmen t side. The combined effect of the 1981 and 1982 tax
bills has been to lower individua l taxes over 3 years by $344
Lower
billion, as well as improve complianc e and tax fairness.
,
incentive
restore
and
income
personal
individua l rates boost
spur
should
rules
recovery
cost
while favorable capital
investmen t. Already a significan t result of the tax changes has
been to boost the savings rate to about 7 percent: additiona l
savings we need to build the capital pool to finance recovery.
B. The Unemploym ent Problem. Unemploym ent, of course, is
the major negative in the economic picture, and it may continue
to rise in the near term. High unemploym ent costs the Governmen t
in lost revenue and lost productio n, and it has to come down.
But it has to come down and stat down without inflationa ry
stimulus- -that is what we have ailed to do in the past.
o Clearly there is a bipartisan consensus for more jobs.
But resuming the inflationa ry policies of the past will not
create lasting jobs, just an illusion of prosperit y that leaves
us worse off the next time we try to get "off the wagon."
o That means the most important thing we must do is judge
carefully the degree of stimulus the economy can and should take,
consisten t with a firm anti-infla tion policy. The Federal
Reserve will play a key role, and has already shown a willingne ss
to adjust its short-term goals based on an assessmen t of the
weakness of the economy. We will not allow the recession to
continue, but we will not reinflate the economy, either.
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c.

The Defi cit and Inter est Rates .

1. Al.l our econo mic diffi culti es are, of cours e,
defic it,
relat ed--h igh inter est rates and slow growt h boost the busin ess
and highe r defic its creat e great er unce rtain ty in the
infla tion,
comm unity as to our futur e cours e; will there be more
or less cred it avail able for busin ess expan sion?
2. Becau se of this, it makes sense first of all to
h witho ut
chart a path that is most likel y to bring stabl e growt
loyme nt
infla tion. Highe r growt h boost s reven ues and cuts unemp
costs , there by reduc ing the defic it as well.
In the short term, in addit ion, it makes sense to
3.
to achie ve
conti nue to revie w every part of the Feder al budge t
defic it
whate ver savin gs are possi ble in an effor t to bring ·the
be under
down. This means both defen se and entitl emen ts must spen t. A
scrut iny to maxim ize the effic iency of every dolla r
balan ced defic it reduc tion progr am is still our goal.
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4. Continue d efforts to restrain the deficit by
control ling Federal spending will give the Federal Reserve a bit
more room to accommo date the potenti al for real growth that
exists in the economy without inflatio nary pump-pr iming. But
restrain t in both fiscal and monetary policy is crucial if we
want to maintain long-ter m confiden ce in the economic program .
That means long-ran ge goals must be careful ly reconcil ed with
efforts to respond to particu lar weaknes ses in the economy .
Radical attempts to reverse course would be self-def eating and
must be resisted .
Trade

III.

A. Trade deficit is too large. The size of our trade
deficit alone means Congres s will continue to look hard for ways
Ifthe system of multila teral
to reform our trade policy.
arrangem ents fails to meet our needs, many voters and members of
Congres s will want to see us approach more of our trade problems
on a bilatera l basis. The average America n simply does not
understa nd why Japanese cars and TV's sell well here but American
cigaret tes and basebal l bats cannot be sold in Japan. Remedies
for this type of situatio n are certain to be a major focus of
attentio n in the new Congres s. Trade deficits in the range of
$45 billion now expected --$20 billion with Japan alone--a re sure
to keep trade question s alive.
B. Export issues. Unfortu nately, the GATT ministe rial
failed to make progress on the question of foreign subsidie s for
agricul tural exports . This will increase the pressure on
Congres s to increase our own use of direct price subsidie s, or
release surplus stocks at distress prices. There is growing
consensu s that we need to do more to promote American exports .
This does not mean trade war, but areas like seeking to expand
East-We st trade, develop ing a viable substitu te for DISC,
utilizin g Ex-Im Bank resource s more adeptly , and moving the trade
recipro city biil that the Finance Committ ee approved earlier this
year. Fair access to markets must be a two-way street, and
Congres s will be under conside rable pressure to see that that is
so.

c.

Import issues. There is growing support in the House for
some form of "local content" legislat ion, but that is a drastic
remedy and likely to be counterp roductiv e in the long run if the
goal is to increase our access to ~arkets and gain maximum
benefit from the mutual advantag es of internat ional trade. There
in
may be other areas, however , where we might make adjustm ents:
ces,
Preferen
of
System
ized
General
the
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n
conside ring extensio
there may be an interest on the part of some members of the
Finance Committ ee to restrict the prosram , particu larly in light
of the failure of the GATT ministe rs to agree on a new round of
negotia tions between develope d and develop ing countrie s
concern ing tariffs. Similar ly, there may be some objectio n to
the trade provisio ns of the CBI proposa l, and it may be difficu lt
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to extend the President's authority to negotiate tariff
reductions on a limited basis.

o. Clearly the heat is on when it comes to seeing that
American producers get fair treatment under our system of
international trade.
If we choose our battles carefully to
secure an appropriate response from our trading partners, we have
an opportunity to making trade freer and fairer, to the advantage
of everyone. But we must avoid the two extremes of allowing the
world to think only the U.S. will play by the rules of free
trade, regardless of disadvantage to our citizens; or, on the
other hand, taking extreme unilateral actions that may look good
politically but that, in the long run, will provoke severe
reaction and deprive us of market opportunities. We need just
the right amount of leverage to open more doors, not have them
slammed in our face.
IV.

Conclusion

The months and years ahead must not be dominated by rigid
ideologies on either side--but neither can the President or the
Republican leadership be expected to cast aside the principles of
Government the American people so soundly endorsed in 1980.
Those principles--a more restrained Government, a freer economy,
greater accountability to the American people--are as valid today
as they ever were, and there is no indication that the people
have changed their commitment to these same principles. Guided
by these principles, we will try to work together to build on the
sound foundation for recovery that has already been laid. The
recent performance of the stock market indicates that this is
what the investment community expects us to do--that is a bright
sign for the future, and we have to follow through.
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