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9 . .Jo~
January 29, 1985---1 2-:45--p.m.
L'Enfant Plaza Ballroom, Washington, D.C.
1.

The 99th Congress
o
The 99th Congress is gearing up to face major challenges
right away, ranging from spending cuts to reduce the budget
deficit to the MX missile, from tax reform to aid to the
contras in Nicaragua.
I believe we can meet all of these
challenges if we forge a strong working relationship, based
on mutual respect, with President Reagan. We have an
obligation to do that, because dealing with these problems is
in everyone's interest--particularly the public interes t .
We should not pretend that everything will be easy
o
going, but I believe the new leadership in both the Senate
and the House know and respect one another, and are prepared
to go to work. We will have our differences, and there are
bound to be winners and losers.
But all members of Congress
know that President Re a gan's ov er whe lming e lection victo r y
sends a strong message about what the people expect us to do .
President Reagan knows that I already am at work on his
agenda for Congress.
Success will depend a lot on keeping
all channels of communication open at all times, and on
mutual recognition that Pennsylvania Avenue is a two-way
street.
o
Our top priority is to cut spending to reduce the budget
deficit.
That is why Senator Domenici and I introduced s. 1,
which commits us to getting the deficit down to $100 billion
or less by 1988.
The vital issue of tax reform should
proceed on a separate track to allow us to sort out the
options and see if we can build a consensus without losing
momentum on the urgent problem of the deficit.
Other issues
that require attention in 1985--a new farm bill, Superfund,
national defense, and arms control--will not be neglected.
But unless we can keep the recovery going at a steady pace
and act decisively on the deficit, we will not be fulfilling
our responsibility to the voters.

2.

Our Economic Progress
o
Economic recovery remains on track and is moderating to
a pace that can be sustained in the years ahead.
Real GNP
grew 6.1% in 1983, and continued at 6.8% in 1984, peaking at
a 10.1% rate in the first quarter last year.
That is the
highest real growth rate since 1951. This remains one of o ur
strongest recoveries.
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With national unemploym ent down to 7.2%, this recovery
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3.

The Budget And The Deficit
Nature Of The Deficit Problem
After several years of budget deficits that approache d
~he $200 billion mark, some people seem to be getting
Since the economy has
complacen t about the problem.
continued to do well, with low inflation and strong growth,
why worry about the deficit?

o

The answer is that everything we have achieved for the
o
economy in the last several years is put at risk unless we
And part of the problem is that the
deal with the deficit.
It
public can't get very excited about the deficit dilemma.
seems we need to have a crisis on our hands, or some kind of
visible faltering in the economy, to convince people of the
urgency of reducing the budget deficit.
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The Real Point
o
Everyone is to blame for the deficit problem, because
all of us together have put more demands on the government
than we are willing to finance through taxes.
Unless we
lower some of our expectations for government involvement-meaning reduced Federal spending--deficits will persist.
o
Sustained deficits in the $200 billion range are a real
threat to continued recovery.
Unless deficits decline we
will either have to offset Federal borrowing with higher
inflation, or accept slow growth and rising unemployment as
the Federal government absorbs the bulk of available credit.
Without assurance that inflation will remain under control
and credit available at acceptable rates of interest,
business will not expand through new investment, and jobs
will not be available for our sons and daughters when they
are ready to enter the workforce.
Risks Ahead
o
Time is of the essence, because we are at the point
where economic expansion will either continue, competing
against heavy Treasury borrowing, or the recovery will slow
and possibly slip into recession.
That is why Senate
Republicans have set the goal of working out a budget plan by
February 1. The risk is that the deficit problem will
compound itself: each year that we add $200 billion in new
Federal debt adds about $15 billion to the next year's
interest costs.
The exploding cost of servicing the Federal
debt will make controlling spending that much more difficult
each year.
What Needs To Be Done
o
We have to agree at the outset that the sacred cow is a
thing of the past:
everything in the budget has to be on the
table, and everything has to be scrutinized for possible
cost-savings.
It is not acceptable to say that we have done
all we can to reduce Federal spending when the budget
represents nearly 25% of the gross national product.
Freeze Option
o
1985 is fast becoming the year of the budget freeze.
There is great interest in Congress and the White House in
some type of freeze or 'freeze plus' on spending for FY 1986.
A 'freeze plus' would couple a freeze on most programs with
reform of others and termination of some. We need to cut
spending by $50 billion or more in FY 1986 to reach our goal.

Page 3 of 8
c019_038_011_all_A1b.pdf

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

-4-

Attack Spending First
Spending is our first line of attack in reducing the
o
All government spending must be financed by either
deficit.
taxes or borrowing, and either method of finance takes
Distinguished
resources away from the private sector.
experts such as Alan Greenspan, Charles Schultze, and Paul
Volcker tell us that cutting spending by $50 billion or more
in 1986 will reduce interest rates, keep inflation down, and
make the economy more secure.
All Aboard
Everyone must share in the effort to close the deficit
o
gap. We want a strong economy with stable prices, rising
productivity, more jobs and more challenging, future-oriented
jobs. We are on the verge of achieving that goal, thanks to
President Reagan, and we will achieve it if we build public
People will accept a limited,
support for deficit reduction.
short-term sacrifice for the cause of fiscal restraint if
they understand that it is the best investment they can
possibly make for their own, and their families' , econom ic
That is what is at stake in the deficit debate, an d
future.
that is why I am confident we will join together in a
bipartisan effort to do the job.
Procedural Changes
There is a lot to criticize in the way we prepare a
o
budget, and it may be necessary to impose some external
The President has asked for a linecontrols on Congress.
item veto, which I support and which could be effective.
There is still strong support for some kind of balanced
~udget or fiscal restraint amendment in the constitution that
would help restore a more balanced fiscal posture in the
years ahead.
Still, nothing will work unless Congress and the
o
Unless we forge a
President have the will to make it work.
consensus in favor of deficit reduction, no budget procedure
will do the job.
4.

Major Tax Reform
The Treasury Department proposed an innovative,
o
Some of
constructive new plan for reforming our tax system.
the proposal will be highly controversial, and the President
no doubt will modify some things--but clearly he is committe d
to tax simplification. The Treasury initiative provides an
excellent starting point for the 1985 tax reform debate.
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5.

Inter natio nal Trade
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o
It is hoped that the authority to negotiate bilateral
free trade arrangements may induce other countries to join in
trade liberalization.
o
The trade bill recognized, for the first time, the
importance of trade in services (including banking)7 The
President is directed to negotiate reduction in barriers to
trade in services (a sector in which the U.S. has the
competitive advantage and which represents a major portion of
our GNP.)
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SENATOR :
According to Bill Scherle , Valmont
Industries ' main concerns are the farm
economy , the farm bill and the general
economy/budg et deficits/inte rest rates .
Valmont is a diversified internationa l
company involved in computers , electronics ,
tubing and center pivot irrigation equipment .
They are the largest manufacturer s and
distributors of center pivot irrigation
equipment.
Attached are talking points .
Mark
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TALKING POINTS CONTINUED

DISCUSSION TOPICS
1) USDA apparently will advocate indexing price supports to
recent multi-year market price averages to remove the price floor
(Expectations are that the
under foreign producers.
Administration's plan will set the loan rate at 75% of a three
year moving average). The Administration's plan will likely
phase out target prices and acreage ruduction programs, reduce
payment limitations and limit price-support loans.
Excess
2) Cap or eliminate the Farmer-Owned Reserve (FOR).
Competitors benefit as
stocks in the FOR depress market prices.
the U.S. bears the costs of leveling out the grain markets.

3) Although we don't want an across the board trade war, the
U.S. will want to evaluate the possible use of export subsidies
on a targeted basis to prevent loss of foreign markets to unfair
foreign subsidies.
4) U.S. should prepare for a new round of GATT negotiations
whenever our trading partners indicate a willingness to discuss
the ambiguities surrounding agricultural trade. Clarification is
needed on the meaning of the subsidies code and ways to limit
non-tariff trade barriers.

5) May want to significantly expand the PL-480 program to remove
surplus commodities from the market while graduating potential
customers from aid to trade.

6) Serious consideration will be given to the Sodbuster bill,
which would eliminate government payments on crops produced from
newly planted fragile acres.
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