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OUTLINE OF REMARKS
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RESPONSIBLE GOVERNMENT FOR AMERICA FOUNDATION
April 14, 1983--6:00 p.m.--Embass y Row Hotel
I. .

The President and the New Congress

In his State of the Union message, President Reagan made
A.
clear that he and the 98th Congress must work together to deal
with an active agenda. That means action on the deficit, on
unemployment , on social security, and attention to the shifting
patterns of industry and job creation in our economy. At the
same time we have to realize there will be major areas where we
will not agree. No one is going to compromise away the gains won
towards restraining the growth of spending, controlling the tax
burden, and beating back inflation. The American people still
·
overwhelming ly support those gopis.
B. The President, the House leadership, and the Senate
leadership will have to work together to forge a consensus on
major decisions if we are to get the job done. On some issues we
simply cannot ~fford to have a legislative stalemate: the
bipartisan social package is a prime example.

c. The President still sets the agenda. On taxes,
spending, defiqits, employment, and trade the President proposes,
and Congress m~st dispose. Those of us who have ideas of our own
will work with the White House to get things done--but leadership
still must com~ from the President. That is why we are unlikely
to see any major departure from the principles of government
Ronald Reagan has espoused in his first two years in office.
D. There is no coherent alternative to Republican
leadership. The people still recognize that our economic
problems were a long time in the making, and that the cure will
take time too. According to CBS/New York Times voter exit polls
in the last election, voters by a 5 to 4 margin blamed our
economic problems on past Democratic policies rather than on
President Reagan.
II.

The Economy

A. Prognosis. We have to realistically assess the state of
the economy and the prospects for the next few years. The fact
is that the groundwork has been laid for a stable and lasting
recovery, without renewed inflation. It is absolutely crucial
that we proceed with care at this point, and not throw away the
g~ins alre~dy made.
No one should doubt th~t we are making progress. in January
the index of leading economic indicators jumped 3.6 percent--the
biggest one-month rise since 1950, and the ninth increase in the
last 10 months. In addition, · the "concurrent indicators" of
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current economic performance rose .6 percent in January, showing
we are in recovery.
1. Inflation was cut to 3.9 percent in 1982, from 12.4
percent in 1980. This is the lowest inflation rate since 1972.
And the trend is continuing: consumer prices dropped 0.2 percent
in February.
2. Interest rates are down and still falling. The
prime rate is down to 10 1/2 per~ent, way down from the 21
percent that prevailed when President Reagan took office. Home
-mortgage rates are down 3 points since last year. Long-term
rates for business loans are off 3 "to 4 points from a year ago.
3. Government spending growth rate is down to 11.2
percent this year from 17.4 percent in 1980. The 1983 budget
resolution projects the growth rate of government to -fall to 7.5
percent by 1985.
4. Lower taxes with major improvements in tax equity
will help buoy the recove_ry, both on the consumer side and on the
investment side. The combined effect of the 1981 and 1982 tax
bills has been to lower individual taxes over 3 years by $344
billion, as well as improve compliance and tax fairness. Lower
individual rates boost personal income and restore incentive,
while favorable capital cost recovery rules should spur
investment.
S. In Ja'nuary, industrial production was up 0.9
percent: housing starts were up 36 percent; the stock market is
up 300+ points over last August. These are tangible evidence of
recovery.

a. Unemployment. The January drop in unemployment to 10.4
percent was followed by a further decline to 10.3 percent in
March. That is major good news, and the decline has not been
reversed, although there may be a few "blips" upward.
Unemployment, ·of course, remains the major negative in the
economic picture. High unemployment has to come down and s7ay
down without inflationary stimulus--that is what we have failed
to do in the past.
o Clearly there is a bipartisan consensus for more
jobs. But resuming the inflationary policies of the past will
not create lasting jobs, just an illusion of prosperity 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, consistent with a firm anti-inflation policy. The Federal
Reserve will play a key role, and has already shown a willingness
to adjust its short-term goals based on an assessment of the
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weakness of the economy. We will not allow the recession to
continue, but we will not reinflate the economy, either.
o While the main emphasis must remain on the long-term
goals of growth with low inflation , there are steps we can take
in the short term to deal with the plight of the unemploye d.
Many things have already been done:
- A new Federal supplemen tal unemploym ent
compensat ion program was passed with the 1982 tax bill, providing
additiona l unemploym ent benefits" to about 2 million workers in .38
States. The House and Senate have agreed to extend this program
through September 30.
- The President signed into law the new Job Training
Partnersh ip Act, which emphasize s training. for permanent
employmen t rather than make-work jobs. New initiative s outlined
by the President focus on the long-term unemploye d, youth, and on
training or relocating displaced workers who lost jobs due to
plant closures or force reduction s.
- The targeted jobs tax credit, which was extended
for 2 years by the 1982 tax bill, gives employers a real
incentive to hire the disadvant aged--abo ut 600,000 workers are
certified under the program.
- The administr ation's enterpris e zone legislatio n,
reported last fall by the Finance Conunittee , can provide us with
an experimen t in private-s ector job creation in depressed areas,
through a combinatio n of Federal tax incentive s and State and
local efforts to target an area for developme nt with regulatory
and tax relief, neighborho od participa tion, and capital and other
improveme nts. Hearings will be held in the Finance Committee
April 22.
- The 5¢ per gallon gax tax increase can create over
300,000 jobs by funding much needed repairs and construct ion of
the Federal highway system.
C.

The Deficit and Interest Rates.

1. All our economic difficulti es are, of course,
related--h igh interest rates and slow growth boost the deficit,
and higher deficits create greater uncertain ty in the business
community as to our future course: will there be more inflation ,
or less credit available for business expansion ?
2. Because of this, it makes sense first of all to
chart a path that is most likely to bring stable growth without
inflation . Higher growth boosts revenues and cuts unemploym ent
costs, thereby reducing the deficit as well: already, upward
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revisi ons of growth estim ates are being made in lignt of the
econom ic indic ators.
/

3. In the short term, as the Presid ent urges , it makes
t in
sense to contin ue to . review every part of the Feder al budge
and _
se
defen
an effor t to bring the defic it down. This mea.ns both
of
ency
entitl emen ts must be under scruti ny to maxim ize the effici
is
every dolla r spent . A balanc ed defic it reduc tion progra m
still our goal.
4. Contin ued effor ts to restra in the defic it by
a bit
contr olling Feder al spend ing will give the Feder al Reser~e
that
growth
real
for
tial
more room to acconu nodate the poten
exists in the econom y witho ut inflat ionar y pump- primin g. But
we
restra int in both fiscal and monet ary policy is cruci al if m.
progra
ic
econom
the
in
want to maint ain long-t erm confid ence
That means long-r ange goals must be caref ully recon ciled with
effor ts to respon d to partic ular weakn esses in the econom y.
and
Radic al attem pts to revers e course would be self-d efeati ng
must be resist ed.
III. The Budge t:

The House and the Presid ent

A. We all know that develo ping a credi ble, defici t-redu cing
budge t for 1984 and beyond is going to take a lot of hard work l
and give and take on all sides, Democ rat and Repub lican, libera
the
and conse rvativ e. The Presid ent has made his propo sal, and
are
We
·
.
House has adopte d a radic ally differ ent altern ative
likely to end up ' with somet hing in betwe en, but we ought to the
consid er for a momen t who is close r to the mark in terms of
vital needs of our econom y and in terms of natin al prior ities.
B. House resolu tion. The House -passe d budge t resolu tion,
le
engine ered by the Demo cratic leade rship, simply is not a credib
ic
econom
ned
plan for meetin g our prior ities and achiev ing sustai
FY
growt h. The House reconu nends a $30 billio n tax increa se in
tax
the
in
se
1984 alone . That is .not only an unrea sonab le increa
House
that
mean
burden as we · come out of a recess ion, it can only
the
Democ rats want to repea l the third year of the tax cut for
the
workin g peopl e. Reneg ing on promi ses is no way to run
rs
govern ment, and that propo sal must be reject ed. Even the membe
of the House Ways and Means comm ittee have expre ssed strong
be
doubts that any more than $8 billio n in revenu e can or should
raised in 1984.
Defen se spend ing. The Presid ent has reconu nended a 10
perce nt real increa se in defens e spend ing, and the House
2.3 perce nt compa red with
recomm ends a mere 4 perce nt increa se:
ry pay increa se. We
milita
the
out
factor
you
if
the Presid ent,
have
all know that defen se, like every area of the budge t, will
But
tion.
reduc
it
defic
of
burden
the
of
to assume a fair share
rn
surely we ought to take more seriou sly the Presi dent's conce

c.

Page 4 of 9
c019_030_019_all_A1b.pdf

.

< .

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

5

. We can
about our natio nal stren gth vis-a -vis the Sovie t Union
reque st,
se
and proba bly will have to modif y the Presi dent' s defen
the
and
e
and the Presi dent will have to deal with both the Senat
get
have to
House leade rship if we are to get agree ment. We do
e-pro posed
Hous
the
But
.
spent
r
dolla
se
more out of each defen
inter est.
nal
natio
the
in
or
,
incre ase is not wise, reaso nable
incre ase
nt
perce
5
a
for
voted
The Senat e Budg et Comm ittee has
mark.
the
to
r
close
least
exclu sive of pay, which is at
that
D. Dome stic spend ing. Ther_e is wides pread agree ment
on
fall
to
nue
conti
tion
reduc
it
we canno t let .the burde n of defic
mean
not
does
that
But
.
bene fits for lower -inco me Amer icans
reduc ed,
dome stic spend ing is untou chab le--it can and must be
The House
e.
wledg
ackno
to
fails
some thing the Demo cratic budg et
ing
spend
y
ilitar
nonm
for
more
resol ution provi des $25 billi on
rence
diffe
that
of
on
billi
$6
et.
than does the Presi dent' s budg
point
the
ed
reach
have
we
inly
is in the healt h .area : and certa
am costs are
where we shoul d ackno wledg e that Fede ral healt h progr
are very
costs
ol
contr
to
not under contr ol, and that chang es
the cost of
share
to
want
much in order . The Amer ican peopl e do
want
not
do
they
reduc ing the defic it in a fair way. But
idual s raise d
natio nal secur ity"r isked , or the tax burde n on indivers of
memb
some
se
to an uncon scion able degre e, just becau
outli ved
Cong ress do not want to reexa mine progr ams that may have
ad,
Inste
t.
icien
their usefu llnes s or have becom e gross ly ineff
a
reach
to
. let us work toget her, and with the Presi dent,
secu rity.
bipar tisan agree ment like that worke d out on socia l
IV.

The Budg et: · Tax Issue s

job is
A. There are lots of ways to raise reven ue, but our
y.
polic
tax
good
to choos e ways that are fair and cons isten t with
has
that
ess
We shoul d resis t the temp tation to undo the progr
work, and
been made in provi ding great er incen tives for savin gs,
as
rtant
inves tmen t: those incen tives will becom e more impo
res still
recov ery proce eds. There are many base- broad ening measu
of
iency
to be consi dered ·that would impro ve the equit y and effic
the tax code.
tax
B. Index ing. The House .budg et assum es repea l of thet in
effec
index ing provi sion of the 1981 tax act, which takes
thing s done,
1985. We all know that we have to comp romis e to get
are
we
if
but this is one area that we ought to leave alone
We can
t.
inter ested in sound ·tax polic y and hone sty in gover nmenreven ue
raise reven ues-- but why resor t once again to back- door ing
incre ases gener ated by infla tion? Tamp ering with index reinf late
furth er risks sendi ng a signa l that we are prepa red ·to
to deal
the econo my and gene rate reven ues throu gh brack et creep ess we
with the defic it. That would mean undoi ng all the progr ndous
treme
have made over the past two years , and it would be a
mista ke.
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Outyea r tax increa ses. The Presid ent's budget
recornm en'd s a conting ency tax to raise $46 billion in FY 1986,
consis ting of a 5% surcha rge and an oil tax, to be trigger ed if
the defici t remain s too high despit e adoptio n of major spendin g
It is not clear why we would need to use a "trigge r"
cuts.
device to raise taxes based on defici t levels . It seems unlike ly
that a "trigge r" mechan ism would create the kind of reassu rance
on the defici t that the countr y is looking for.

c.

If growth and revenu es turn out better than now
projec ted, we can always reduce taxes to the extent that become s
fiscall y desira ble. One possib ility is to enact some additio nal
base-b roaden ing measur es--imp roveme nts in equity and elimin ating
tax provis ions that are econom ically inef f icient- -then provid e
for furthe r rate reduct ions if the defici t is brough t under
contro l more rapidly than is now expect ed. This would mainta in
the momentu m for a lower- rate, broade r-based tax system that has
It is also consis tent with
been built over the last two years.
the admin istratio n's consid eration of a stream lined and
simpli fied tax structu re with lower rates.

v.

Tax Issues of Contin uing Concer n

A number of issues that have been around for some time
may receive attenti on from the 98th Congre ss.
1. 6-mont h holdin g period . Effort s to reduce the
capita l gains holdin g period to 6 months will contin ue. There is
very strong suppor t for this change , becaus e it can give a boost
to capita l market s at a time when greate r saving s and investm ent
is vitally import ant to sustain ed econom ic recove ry. This change
was approve d by the House in 1981 and by the Senate on three
separa te occasio ns in 1982, so it is time to get it enacted into
law.
2. Withho lding on Intere st and Divide nds. The
withho lding repeal campai gn threate ns a major setback to the tax
reform effort begun last year. Withho lding is an equita ble
compli ance measur e, not a new tax--w ithout the $4 billion per
year from withho lding, we will have to raise someon e else's
taxes. On a $1,000 accoun t, withho lding would mean only a 50cent loss each year on compou nding-- and banks can help people
avoid that by opting for annual withho lding.
3. Tuition Tax Credit s. Althou gh the Financ e Commi ttee
fashion ed a compro mise tuition tax credit propos al last year
after extens ive consid eration , the bill receive d no furthe r
action last year. But the Commi ttee's effort s could form the
basis for legisla tion in the 98th Congre ss. Legisl ation, s. 528,
was introdu ced Februa ry 17.
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itt~e repo rted
4. Ent erpr ise Zon es. The Fina nce Comm
trat ion 's ente rpri se zone
out a mod ified vers ion of the adm inis
acti on was _take n. New
prop osal last Sept emb er, but no furt her
side nt, and ':·the prop osal
legi slat ion has been sen t . up by the Pre
with disc ussi on of jobis like ly to come up agai n in con nect ion s, and pos sibl y coul d
osal
crea tion and econ omic deve lopm ent prop
A maj or que stio n is
.
ents
be acte d on with furt her refi nem
in the idea , whic h they
whe ther the Hou se wil l take an inte rest
Com mitt ee hear ing is set
did not in the 97th Con gres s. Fina nce
for Apr il 22.
osal was made in
5. DISC . Whi le no spe cifi c DISC prop
usse d-disc
ely
the 97th Con gres s, the issu e was exte nsiv er the GATT. The sear ch
und
par ticu larl y the que stio n of lega l·i ty
enco urag e exp orts , and
to
way
tive
rna
alte
an
for
is clea rly on
ve.
the adm inis trat ion is like ly to be acti

VI. Soc ial Sec urit y

a bip arti san pack age
A. The Nat iona l Com miss ion deve lope d
, and ever yon e had to
tha t dese rves sup port . · It is not per fect cos t of reac hing
swa llow hard on some item s: that is the
agre eme nt.
r tha t we had to
B. The work of the Com miss ion made cleaCom miss ion agre ed
The
con fron t the cris is in soc ial sec urit y.
1983 and 1989 to ensu re
een
betw
ed
need
tha t $150 -$20 0 bill ion is
. This mea ns prov idin g
the solv ency of the syst em thro ugh 1990 und er the pes sim istic -abo ut a 15 perc ent rese rve rati o by 1990
some wou ld say real istic --as sum ptio ns.
onth dela y in
The bip arti san pack age, incl ude s a 6-m
n
eler atio of sche dule d
cos t-of -liv ing adju stm ents , par tial acc
Fed eral wor kers and nonpay roll tax incr ease s, cove rage of new
tion of ben efit s for
pro fit orga niza tion s, and par tial taxa
high er-in com e ben efic iari es.

c.

tax burd en is alre ady
D. We -can not forg et that the pay roll
the con fide nce of youn g
heav y and sche dule d to incr ease , and-ter
m def icit can be redu ced
long
peo ple is crit ica lly low. The
the grow th""O ! the syst em
con side rabl y by very grad uall y slow ing
The bill rais es
futu re.
as peo ple come on to the roll s in the grad uall y, for peop le
the reti rem ent age to 67, agai n very
Amp le time is ava ilab le
reti ring some 20 ·or 30 year s from now. reti rem ent dec isio ns.
for peo ple to adju st the ir savi ngs and
VII. Trad e

of our trad e
A. Trad e def icit is too larg e. The size
bill ion in mer chan dise
def icit (whi ch is now proj ecte d at $75
alon e mea ns Con gres s
trad e and $30 bill ion in curr ent acco unt) rm our trad e poli cy.
refo
wil l con tinu e to look hard for ways to
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The system of multilate ral arrangeme nts has been cailed into
serious question as many believe it fails to meet our needs.
Many voters and members of Congress . will want to see us approach
more of our trade problems on a bilateral basis. The average
American simply does not understand why Japanese cars and TV's
sell well here but American cigarette s, beef, .baseball bats, and
cosmetics cannot be sold in Japan. Remedies for this type of
situation are certain to be a major focus of attention in the new
Congress.
B. Export issues. Unfortuna tely, the GATT ministeri al
failed to make progress on the question of foreign subsidies for
agricultu ral exports. This will continue if pressure from
Congress to resolve this situation through negotiatio n or for
other export promotion actions like the recent wheat flour sale
I will be introducin g legislatio n which will
to Egypt.
This does not mean
facilitate such activitie s in the future.
East-West trade,
expand
to
seeking
mean
does
but
war,
trade
Ex-Im Bank
utilizing
DISC,
for
substitute
viable
a
developing
ty bill
reciproci
trade
the
moving
and
adeptly,
more
resources
to
access
Fair
1982.
in
approved
that the Finance -Committee
under
be
will
Congress
and
street,
two-way
a
markets must be
considera ble pressure to see that that is so.

c.

Imp;>rt issues. As you know, the House passed "local
content" legislatio n at the end of the last Congress. That is a
drastic proposal and likely to be counterpr oductive in the long
run if our goal is to increase access to markets and to gain
maximum benefit from the mutual advantage s of internatio nal
trade. There may be other areas, however, where we might make
in -consideri ng extension of the Generaliz ed System
adjustmen ts:
of Preferenc es, there may be an interest on the part of some
members of the Finance Committee to restrict the program,
particula rly in light of the failure of the GATT ministers to
agree on a new round of negotiatio ns between developed and
developing countries concernin g tariffs. Similarly , there may be
some objection to the trade provision s of the CBI proposal, and
it may be difficult to extend the President 's authority to
It is a good
negotiate tariff reduction s on a limited basis.
voluntari ly
to
continue
to
sign that the Japanese have agreed
a third year
for
market
this
to
restrain their automobil e imports
to get back
time
adequate
an
until the domestic industry has had
on its feet. ·
D. Clearly the heat is on when it comes to seeing that
American producers get fair treatment under our system of
If we choose our battles carefully to
internatio nal trade.
secure an appropria te response from our trading partners, we have
an opportuni ty to making trade freer and fairer, to the advantage
of everyone. But we must avoid the tWO-extrem es of allowing the
world to think only the U.S. will play by the rules of free
trade, regardles s of disadvanta ge to our citizens: or, on the
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other hand, taking extreme unilatera l actions that may look good
political ly but that, in the long run, will provoke severe
reaction and deprive us of market opportun ities. We need just
the right amount of leverage to open more doors, not have them
Slammed in our ·face.
VI.

Conclusio n

The months and years ahead must not be dominated by rigid
ideologie s on either side--but neither can the President or the
Republica n leadership be expected to cast aside the principle s of
Governmen t the American people so soundly endorsed in 1980.
Those principle s--a more restrained Governmen t, a freer economy,
greater accountab ility to the American people--a re as valid today
as they ever were, and there is no indicatio n that the people
have changed their commitmen t to these same principle s. Guided
by these principle s, we will try to work together to build on the
sound foundation for recovery that has already been laid.
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