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revisions of growth estimates are being made in light of · the 
economic indicators. 

3. In the short term, as the President urges, it makes 
sense to continue to review every part of the Federal budget in 
an effort to bring the deficit down. This means both defense and 
entitlements must be under scrutiny to maximize the efficiency of 
every dollar spent. A balanced deficit reduction program is 
still our goal. 

4. Continued efforts to restrain the deficit by 
controlling Federal spending will give the Federal Reserve a bit 
more room to accommodate the potential for real growth that 
exists in the economy without inflationary pump-priming. But 
restraint in both fiscal and monetary policy is crucial if we 
want to maintain long-term confidence in the economic program. 
That means long-range goals must be carefully reconciled with 
efforts to respond to particular weaknesses in the economy. 
Radical attempts to reverse course would be self-defeating and 
must be resisted. 

III. The Budget: The House and the President 

A. we all know that developing a credible, deficit-reducing 
budget for 1984 and beyond is going to take a lot of hard work 
and give and take on all sides, Democrat and Republican, liberal 
and conservative. The President has made his proposal, and the 
House has adopted a radically different alternative. We are 
likely to end up with something in between, but we ought to 
consider for a moment who is closer to the mark in terms of the 
vital needs of our economy and in terms of national priorities. 

B. House resolution. The House-passed budget resolution, 
engineered by the Democratic leadership, simply is not a credible 
plan for meeting our priorities and achieving sustained economic 
growth. The House recommends a $30 billion tax increase in FY 
1984 alone. Unfortunately, the Senate Budget Committee has 
ratified that decision, subject to modification on the floor. 
That is not only an unreasonable increase in the tax burden as we 
come out of a recession, it can only mean modification or repeal 
the third year of the tax cut for the working people. Why run 
the risk of aborting recovery? Reneging on promises is no way to 
run the government, and that proposal must be rejected. Even the 
members of the House Ways and Means committee have expressed 
strong doubts that any more than $8 billion in revenue can or 
should be raised in 1984. 

C. Defense spending. The President has recommended a 10 
percent real increase 1n defense spending, and the House 
recommends a mere 4 percent increase: 2.3 percent compared with 
the President, if you factor out the military pay increase. We 
all know that defense, like every area of the budget, will have 
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to assume a fair share of the burden of deficit reduction. .But 
surely we ought to take more seriously the President's concern 
about our national strength vis-a-vis the Soviet Union. We can 
and probably will have to modify the President's defense request, 
and the President will have to deal with both the Senate and the 
House leadership if we are to get agreement. We do have to get 
more out of each defense dollar spent. But the House-proposed 
increase is not wise, reasonable, or in the national interest. 
The Senate Budget Committee has voted for a 5 percent increase 
exclusive of pay, which is at least closer to the mark. 

D. Domestic spending. There is wid e spread agre ement that 
we cannot let the burden of deficit reduction continue to fall on 
benefits for lower-income Americans. But that does not mean 
domestic spending is untouchable--it can and must be reduced, 
something the Democratic budget f ~ ils to acknowledge. The House 
resolution provides $25 billion more for nonmilitary spending 
than does the President's budget. $6 billion of that difference 
is in the health area: and certainly we have reached the point 
where we should acknowledge that Federal health program costs are 
not under control, and that changes to control costs are very 
much in order. The American people do want to share the cost of 
reducing the deficit in a fair way. But they do not want 
national security risked, or the tax burden on individuals raised 
to an unconscionable degree, just because some members of 
Congress do not want to reexamine programs that may have outlived 
their usefullness or have become grossly inefficient. Instead, 
let us work together, and with the President, to reach a 
bipartisan agreement like that worked out on social s e curity. 

IV. The Budget: Tax Issues 

A. There are lots of ways to raise revenue, but our job is 
to choose ways that are fair and consistent with good tax policy. 
We should resist the temptation to undo the progress that has 
been made in providing greater incentives for savings, work, and 
investment: those incentives will become more important as 
recovery proceeds. There are many base-broadening measures still 
to be considered that would improve the equity and efficiency of 
the tax code. 

B. Indexing. The House budget assumes repeal of the tax 
indexing provision of the 1981 tax act, which takes effect in 
1985. We all know that we have to compromise to get things done, 
but this is one area that we ought to leave alone if we are 
interested in sound tax policy and honesty in government. We can 
raise revenues--but why resort once again to back-door revenue 
increases generated by inflation? Tampering with indexing 
further risks sending a signal that we are prepared to reinflate 
the economy and generate revenues through bracket creep to deal 
with the deficit. That would mean undoing all the progress we 
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have made over the past two years, and it would be a trem·endous 
mistake. 

C. Outyear tax increases. The President's budget 
recommends a contingency tax to raise $46 billion in FY 1986, 
consisting of a 5 percent surcharge and an oil tax, to be 
triggered if the deficit remains too high despite adoption of 
major spending cuts. It is not clear why we would need to use a 
"trigger" device to raise taxes based on deficit levels. It 
seems unlikely that a "trigger" mechanism would create the kind 
of reassurance on the deficit that the country is looking for. 

If growth and revenues turn out better than now 
projected, we can always reduce taxes to the extent that becomes 
fiscally desirable. One possibility is to enact some additional 
base-broadening measures--improvements in equity and eliminating 
tax provisions that are economically inefficient--then provide 
for further rate reductions if the deficit is brought under 
control more rapidly than is now expected. This would maintain 
the momentum for a lower-rate, broader-based tax system that has 
been built over the last two years. It is also consistent with 
the administration's consideration of a streamlined and 
simplified tax structure with lower rates. 

V. Tax Issues of Continuing Concern 

A number of issues that have been around for some time 
may receive attention from the 98th Congress. 

1. 6-month holding period. Efforts to reduce the 
capital gains holding period to 6 months will continue. There is 
very strong support for this change, because it can give a boost 
to capital markets at a time when greater savings and investment 
is vitally important to sustained economic recovery. This change 
was approved by the House in 1981 and by the Senate on three 
separate occasions in 1982, so it is time to get it enacted into 
law. 

2. Tuition Tax Credits. Although the Finance Committee 
fashioned a compromise tuition tax credit proposal last year 
after extensive consideration, the bill received no further 
action last year. But the Committee's efforts could form the 
basis for legislation in the 98th Congress. Legislation, s. 528, 
was introduced February 17. 

3. Enterprise Zones. The Finance Committee reported 
out a modified version of the administration's enterprise zone 
proposal last September, but no further action was taken. New 
legislation has been sent up by the President, and the proposal 
is likely to come up again in connection with discussion of job-
creation and economic development proposals, and possibly could 
be acted on with further refinements. A major question is 
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whether the House will take an interest in the idea, which they 
did not in the 97th Congress. 

4. DISC. While no specific DISC proposal was made in 
the 97th Congress, the issue was extensively discussed--
particularly the question of legality under the GATT. The 
Administration has committed itself to bringing the DISC into 
conformity with the GATT and will submit legislation to do so 
shortly. 

VI. Social Security 

A. The National Commission developed a bipartisan package 
that deserves support. It is not perfect, and everyone had to 
swallow hard on some items: that is the cost of reaching 
agreement. 

B. The work of the Commission made 
confront the crisis in social security. 
that $150-$200 billion is needed between 
the solvency of the system through 1990. 
about a 15 percent reserve ratio by 1990 
some would say realistic--assumptions. 

clear that we had to 
The Commission-a9reed 
1983 and 1989 to ensure 

This means providing 
under the pessimistic--

C. The bipartisan package, includes a 6-month delay in 
cost-of-living adjustments, partial acceleration of scheduled 
payroll tax increases, coverage of new Federal workers and non-
profit organizations, and partial taxation of benefits for 
higher-income beneficiaries. 

D. We cannot forget that the payroll tax burden is already 
heavy and scheduled to increase, and the confidence of young 
people is critically low. The long-term deficit can be reduced 
considerably by very gradually slowing the growth()£ the system 
as people come on to the rolls in the future. The bill raises 
the retirement age to 67, again very gradually, for people 
retiring some 20 or 30 years from now. Ample time is available 
for people to adjust their savings and retirement decisions. 

VII. Trade 

A. Trade deficit is too large. The size of our trade 
deficit (which is now projected at $75 billion in merchandise 
trade and $30 billion in current account) alone means Congress 
will continue to look hard for ways to reform our trade policy. 
The system of multilateral arrangements has been called 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 cigarettes, beef, baseball bats, and 
cosmetics cannot be sold in Japan. Remedies for this type of 
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situation are certain to be a major focus of attention in· this 
Congress. 

B. Export issues. Unfortunately, the GATT ministerial 
failed to make progress on the question of foreign subsidies for 
agricultural exports. This will continue if pressure from 
Congress to resolve this situation through negotiation or for 
other export promotion actions like the recent wheat flour sale 
to Egypt. S. 822, recently passed by the Agricultural Committee, 
would establish several export promotion activities. 

I support efforts to equalize the rules under which trade is 
conducted. This dqes not mean trade war, but does mean seeking 
to expand East-West trade, developing a viable substitute for 
DISC, utilizing Ex-Im Bank resources more adeptly, and enacting 
the trade reciprocity bill that the Senate approved April 21. 
Fair access to markets must be a two-way street, and Congress 
will be under considerable pressure to see that that is so. 

C. Import issues. As you know, the House passed "local 
content" legislation at the end of the last Congress. That is a 

drastic proposal and likely to be counterproductive in the long 
run if our goal is to increase access to markets and to gain 
maximum benefit from the mutual advantages of international 
trade. There may be other areas, however, where we might make 
adjustments: in considering extension of the Generalized System 
of Preferences, there may be an interest on the part of some 
members of the Finance Committee to seek some reciprocal benefits 
from the major GSP beneficiaries. There appears to be 
substantial support for the trade provisions of the President's 
Carribean Basin Initiative, however, as those countries offer 
U.S. exporters a potentially strong market. It may be difficult 
to renew the President's general authority to negotiate tariff 
reductions on a limited basis. It is a good sign that the 
Japanese have agreed to continue voluntarily to restrain their 
automobile imports to this market for a third year until the 
domestic industry has had an adequate time to get back on its 
feet. 

D. 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. 
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VI. Conclusion 

The months and years ahead must not be dominated by r1gid 
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. 
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MICHAEL STERN, MINORITY STAFF DIRECTOR 

TO: Senator Dole 

FROM: George Pieler 

COMMITTEE ON FINANCE 

WASHINGTON, D.C. 20510 

May 6r 1983 

SUBJECT: National Oil Jobbers Council speech 

Attached is an outline of remarks for your talk to the 
National Oil Jbbbers Council on Sunday and talking points 
on additional issues raised by the council: the highway 
tax bill, windfall profit tax, oil decontrol, and oil or 
energy tax. 

Attachments 

... 
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Extension of Time for Payment of Fuel Excise Taxes 

• Some 7,000 oil jobbers collect and remit Federal fuels 

excise taxes, and will benefit significantly from the 

extended remittance schedule authorized under the Highway 

Revenue Act of 1982. 

• Under IRS regulations, certain oil jobbers can be certified 

as manufacturers for purposes of collecting the 

manufacturer's excise tax on gasoline fuels. 

• The House Conferees on the Surface Transportation Assistance 

Act of 1982 accepted a Finance Committee Amendment with 

modifications extending the time for payment of the gasoline 

tax by oil jobbers if payment is made by electronic 

transfer. The Act provides an additional 5 days, for a 

total of 14 days, after the close of the semimonthly period 

for payment of the gasoline tax. 

Heavy Vehicle Use Tax 

• Since the enactment of the Surface Transportation Assistance 

Act, several bills have been introduced to reduce the heavy 

vehicle use tax and increase the tax on diesel fuel. 

-• In order to fully access the arguments against the heavy 

vehicle use tax, I have requested GAO to study the economic 

impact of the increased fees on the trucking industry. In 

addition, DOT is studying alternative user fees for the 

trucking industry. 
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Wi·ndfall Profit Tax North Slope Oil 

• I know that oil jobbers are concerned that Alaskan oil· 

producers may be manipulating the wellhead price of Prudhoe 

Bay Oil for Windfall Profit Tax purposes in order to secure a 

competitive advantage in the domestic product market. 

Congress also has legitimate interest in this matter because 

we may be losing millions of dollars of Windfall Profit Tax 

revenues. 

• My staff and the Joint Committee on Taxation are currently 

studying the transfer price methods of all three major Alaskan 

producers. We have also contacted the Treasury Department to 

urge them to look into the matter, which they are doing. 

• At the present time, the Alaskan problem is one that should be 

addressed by vigorous IRS enforcement. The Treasury has 

assured us that there is adequate statutory authority for the 

IRS to crack down on any understatement of the proper wellhead 

price for Prudhoe Bay Oil. If it turns out that additional 

legislative authority is needed by the IRS to effectively 

police this problem, we would certainly be willing to consider 

it promptly. 
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Oil Decontrol 

• Full decontrol of oil and gasoline unquestionably changed 
the balance of market forces in the energy industry. That was 
inevitable, because the highly .complex system of price controls 
was frankly designed to manipulate the market. Congress will 
certainly give consideration to any charge that major companies 
are using their market power to the disadvantage of oil jobbers 
or unfairly manipulating the market. 

• At the same time, no one should doubt that decontrol is 
a fact--and that Congress will be reluctant to open up the 
question of extensive intervention into oil pricing and 
marketing behavior. In other words, the burden of proof 
will be on advocates of intervention. 

- -· -------~ 
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APR 2 O REC'D 

National Oil Jobbers Council 
1707 H Street, N.W., 11th Floo r 
Washington, D. C. 20006 202 / 331-11 98 

.····- .c 

, 

April 19, 1983 

Dear 

U.S. Senator Robert J. Dole, Chairman of the Senate Finance Conmittee, 
has graciously accepted our invitation to keynote NOJC's Spring Convention 
to be held in New York City during May. 

In conjunction with Chairman Dole's appearance in New York on May 
8th, I am hosting a small dinner party in his honor that evening on 
behalf of Campaign America (the political action corrrnittee chaired by 
Mr. Dole). 

I extend to you an invitation to join us for dinner and conversation 
with Senator Dole at the Waldorf-Astoria Hotel at 7:30 P.M. on Sunday 
evening, May 8, 1983. I believe that such an intimate gathering provides 
an unusual opportunity for leaders in the petroleum and financia1 corrununities 
to meet the Finance Corrunittee Chairman and to discuss, on a personal 
basis, issues of importance to us all. I trust that you, or a person 
you might designate, will be able to attend. 

f<>~rt'( In order to assure a lively exchange, I am limiting the number of 
~~ attendees to about twenty persons. 

Since Campaign America exists to provide political funding to 
worthy Republican candidates for federal office, I would ask that either 
a contribution or firm pledge of $1 ,000 per person accompany your reserva-
tion for this dinner. The contribution may be made personally by check 
or via a corporate political action corrmittee donation. 

I realize that time is short; however, just having confirmed the 
Chairman's schedule, I would ask that you contact me directly in order 
to reserve a place at the table May 8th. Responses will be handled on 
a first-come basis. 

Considering Chairman Dole's heavy Washington schedule and the · 
important tax work which faces his conmittee this session, I feel strongly 
that this affair will be a unique chance to meet with him face to face 
and to engage in some candid give and take. I hope to hear from you 
soon. 

MTS/mag 

Sincerely, 

Michael T. Scanlon, Jr. 
Vice President - Policy 

A Fedtta'tion of Independent Pwtroleym Muketers Founded in 1941 

Mer~ with the NatioNI Oil Fuel Institute in 1974. 

--- ----.of"-~ ---· 
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