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

Page 7 of 18



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

- B
PROPER ROLE OF EACH IS ACKNOWLEDGED.
IN RECENT YEARS WE HAVE TOO OFTEN STRAYED FROM THIS PRINCIPLE
-- SOME WOULD SAY IDEAL -- OF BALANCING THE ROLES OF GOVERNMENT

-

AND THE PRIVATE SECTOR. WE HAVE TRIED WAGE AND PRICE CONTROLS,

UNDER THE ILLUSION THAT THE GOVERNMENT COULD MAKE BASIC MARKET

DECISIONS RATHER THAN FOSTER CONDITIONS THAT WILL ENCOURAGE

DECISION-MAKERS TO OPT FOR STABILITY. WE HAVE TRIED FOR QUICK

FISCAL AND MONETARY STIMULUS TO GIN UP THE ECONOMY, AS THOUGH THE

GOVERNMENT BY ITSELF HAD THE PROPER INFORMATION AND FORESIGHT TO

CONTROL THE RESULTS OF SUCH ACTIONS. WE HAVE TRIED TOO OFTEN TO

USE TARGETED SUBSIDIES, AND SO-CALLED TAX AND TRADE INCENTIVES,

TO BOOST THIS OR THAT SECTOR OF THE ECONOMY. THE RESULT IN MOST

CASES IS AN INEFFICIENT FUNNELING OF RESOURCES TO A PATCHWORK

PUZZLE OF POLITICAL WINNERS., AT THE COST OF OTHER INVESTMENT THAT

MIGHT HAVE BEEN MORE PRODUCTIVE FOR THE ECONOMY IN TERMS OF JOBS.

GROWTH, AND TECHNOLOGICAL POTENTIAL.
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A PROPER ROLE

IF GOVERNMENT HAS TENDED TO OVERREACH IN THE PAST., WE OQUGHT
TO MAKE A CONCERTED EFFORT TO DEFINE ITS PROPER ROLE IN A FREE
ECONOMY -- AND, INDEED, TO DECIDE WHAT OBLIGATIONS GOVERNMENT HAS
TOWARDS THOSE WHO PARTICIPATE IN A FREE MARKET AND A FREE SOCIETY.

(. THE KEY TO A PRODUCTIVE ECONOMY IS A STEADY FLOW OF INFORMATION,
l THE MORE ACCURATE., THE BETTER. WHAT THE GOVERNMENT CAN AND MUST /

DO IS ENSURE THAT INFORMATION ABOUT ITS POLICIES AND PLANS --

--l::,—_:.:_, :

WHICH, FOR BETTER OR WORSE. ARE MAJOR INFLUENCES ON ECONOMIC ACTIVITYH
-- IS READILY AVAILABLE AND CLEARLY EXPRESSED. UNFORTUNATELY.
THIS IS PRECISELY WHERE WE HAVE FALLEN DOWN SO BADLY: PARTICULARLY
“\m ON THE QUESTION OF THE FEDERAL BUDGET AND THE DEFICIT.
HERE WE ARE IN THE MIDDLE OF THE YEAR -- JUST 3 1/2 MONTHS

AWAY FROM THE START OF THE FISCAL YEAR WE ARE BUDGETING FOR -- AND

WE DO NOT EVEN HAVE AN AGREED-UPON BUDGET BLUEPRINT., MUCH LESS ANY

ACTION TO IMPLEMENT IT. THOSE WHO MAKE FINANCIAL DECISIONS DO NOT
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KNOW HOW MUCH OF THE DEFICIT WILL BE CUT BACK: THEY DO NOT KNOW

WHETHER WE WILL HAVE A COMPREHENSIVE BUDGET PLAN AT ALL. OR

WHETHER ONE CAN BE IMPLEMENTED EVEN IF IT IS DEVELOPED.

YET THE MARKETPLACE APPEARS TO BE TAKING MOST OF THIS IN

STRIDE, AND MAKING ITS DECISIONS ACCORDINGLY. EVERYONE ASSUMES

CONGRESS WILL MAKE LITTLE HEADWAY ON THE BUDGET THIS YEAR. AT THE

SAME TIME., EVERYONE AGREES PROGRESS MUST BE MADE TOWARD REDUCING

THE DEFICIT IN THE YEARS AHEAD, CERTAINLY IN 1985 AND 1986. SO

THE BEST THING CONGRESS COULD DO WOULD BE TO SURPRISE THE MARKETS

IN A FAVORABLE WAY: TO REDUCE THE DEFICIT WITHOUT TAMPERING WITH

THE FORCES, SUCH AS LOWER TAXES AND LESS REGULATION, THAT WILL

HELP FOSTER AND SUSTAIN RECOVERY.

UNFORTUNATELY, THAT IS NOT LIKELY TO HAPPEN, BECAUSE IT MEANS

CONCENTRATING ON THE REAL PROBLEM OF FEDERAL SPENDING. AS HENRY

ADAMS SAID, THE BUSINESS OF PRACTICAL POLITICS CONSISTS OF IGNORING

THE FACTS. STALEMATE NOW MEANS UNCERTAINTY ABOUT WHAT GOVERNMENT WILL
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DO IN THE ECONOMY OVER THE NEXT FEW YEARS. WILL WE BEGIN TO NUDGE

INFLATION UP AGAIN. TO EASE THE FISCAL CRUNCH? WILL WE HAVE

RECORD-HIGH TREASURY BORROWING AT THE HEIGHT OF RECOVERY. DRIVING

UP INTEREST RATES? WILL RENEWED ECONOMIC STAGNATION FORCE US INTO

THE POSTURE OF PROTECTING DOMESTIC INDUSTRIES WITH STIFFER TRADE

BARRIERS?

IT IS THIS UNCERTAINTY FACTOR -- IN REALITY A FAILURE OF

INFORMATION -- THAT MANY ANALYSTS BLAME FOR THE HIGH LEVEL OF

REAL INTEREST RATES THAT PREVAILS TODAY. THE SAME HIGH RATES,

COUPLED WITH THE FEAR THAT THEY MAY GO HIGHER UNLESS DEFICITS COME

DOWN, POSE A MAJOR OBSTACLE TO A SUSTAINABLE RECOVERY.

THE BUDGET DILEMMA

FROM THIS PERSPECTIVE THE CRISIS IN OUR BUDGET PROCEDURES
SEEMS AS MUCH A MATTER OF FAILING TO PROVIDE A CLEAR AND CREDIBLE
PLAN FOR GOVERNMENT ACTION AS IT IS A FAILURE TO MAKE A REAL IMPACT

ON THE DEFICIT. WE NEED TO STATE OUR GOALS FOR FEDERAL SPENDING,

Page 11 of 18
c019_031_029_all_Alb.pdf



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

- 12 -
TAXES, AND BORROWING IN A WAY THAT IS BOTH UNDERSTANDABLE AND
BELIEVABLE.

WHY HAS THE BUDGET PROCESS NOT OVERCOME THIS FISCAL 'CREDIBILIT;:)
GAP'? [IHE PROCESS HAS HAD MAJOR SUCCESSES.‘)IT FORCES US TO LOOK
AT THE BUDGET IN A COMPREHENSIVE WAY, AND TO CONSIDER TRADE-OFFS
IN THE BUDGET. IT HAS MADE SOME PROGRESS IN CONTROLLING SPENDING
THROUGH THE RECONCILIATION DEVICE, ITSELF A SOURCE OF CONSIDERABLE
CONTROVERSY. YET THE BOTTOM LINE IS NOT ENCOURAGING. BACK IN 1974,
THE YEAR THE PRESENT BUDGET PROCESS WAS LEGISLATED, FEDERAL SPENDING
STOOD AT ABOUT 18 PERCENT OF GNP. CURRENTLY IT IS RUNNING AT
AROUND 25 PERCENT OF GNP. WHILE NO ONE CAN BE CERTAIN THE SITUATION
WOULD NOT HAVE BEEN WORSE WITHOUT A BUDGET PROCESS. THESE SIMPLE

STATISTICS DO NOT MAKE A STRONG CASE FOR THOSE WHO WOULD ARGUE THAT

'L\\THE PROCESS ITSELF HAS HAD A MEANINGFUL IMPACT ON FISCAL POLICY.
AGAIN, CREDIBILITY AND CONFIDENCE ARE WHAT WE NEED TO PROMOTE
IN FEDERAL BUDGETING. PEOPLE NEED TO UNDERSTAND WHAT OUR INTENTIONS

ARE: THEY NEED TO BE ABLE TO BELIEVE THAT WE WILL CARRY THEM OUT.
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THERE ARE NO MAGIC PROCEDURES OR STRATAGEMS TO SOLVE OUR
BUDGET DILEMMA. YET WE SHOULD NOT FOREGO THE DISCIPLINE OF
FORMAL BUDGETING IN CONGRESS: WE NEED ALL THE DISCIPLINE WE CAN
GET. THERE ARE SOME PROCEDURAL REFORMS THAT SEEM LIKELY TO IMPROVE
THE PRESENT SYSTEM, OR AT LEAST MAKE IT MORE EFFIC;EN;::_FOR ONE
THING, WE SHOULD HAVE A FIRM, EARLY DEADLINE FOR FINALLY ADOPTING
A BUDGE%Q? THE AMOUNT OF TIME AND ENERGY SPENT ON THE BUDGET
PROCESS CANNOT BE JUSTIFIED IN TERMS OF THE RESULTS WE HAVE
GOTTEN. WE FIGHT THE SAME BATTLES OVER THE SAME PROGRAMS, AGAIN
AND AGAIN.

ONE PROPOSAL IS FOR A TWO-YEAR BUDGET CYCLE, NHIC@ COULD SAVE
US TIME AS WELL AS PROVIDE A MORE REALISTIC BUDGET PRODGET\ IT
ALSO SEEMS DESIRABLE TO REVERSE THE PRESENT PROCEDURE OF WORKING
THROUGH THE BUDGET., ITEM BY ITEM, AND ONLY THEN TRYING TO SCALE
SPENDING BACK. INSTEAD WE OUGHT TO INITIALLY ADOPT AN OVERALL
SPENDING LIMIT, AND STICK TO THAT LIMIT WHEN WE MAKE DECISIONS FOR

SPENDING ON PARTICULAR PROGRAMS. WITHOUT AN AGGREGATE SPENDING
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I HOPE THAT YOU., TOO, WILL SEE THE NEED FOR A RESTRAINT THAT IS
REAL AND NOT MERELY RHETORICAL. AND IF YOU DO, AND IF CONGRESS
OWNS UP TO THE MANDATE OF 1980, AND IF WE REJECT THE CLAMOR OF
SPECTAL INTERESTS, THEN EVERY AMERICAN, WHATEVER HIS OR HER
ECONOMIC STATION, POLITICS OR ECONOMIC CONVICTIONS, WILL ENJOY A
RECOVERY THAT DOES NOT SPUTTER OUT IN THE FACE OF UNDISCIPLINED
FEDERAL SPENDING AND UNRESTRAINED INTEREST RATES.

THE CHALLENGE IS GREAT -- BUT SO ARE THE OPPORTUNITIES. I AM
CONFIDENT WE WILL MEET THE ONE AND REALIZE THE OTHER. I INVITE

YOUR HELP IN ACHIEVING BOTH. THANK YOU VERY MUCH.
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