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TALKIRG POINTS 
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Whil• -t~:srr .. i4ftt '• · taX, -;t :or• plan i• coaprdeQ,ive a1a4 conta·in• . nearly a hundred · rate i te-, it can be enacted in thl• Coft9r.... · 
~ · ::;'$ . 8oth .'1'BPJtA with 150 tax pi:~aiona and the Defic~t lt84uction ·Act with nearly 300 tax pr~iaiona were larger. 'In a44ltion, one-tlair4 of the . it••• in ··*-• Preai4ent' • propoHl voul4 aiaply repeal prcwiaion• i llr:}»reaent law. If Congr••• agree• with th••• auggeationa, they will not be difficult to 4raft. 

• But 110r• iaportantly, ther•yare very few proviaiona vhich ·are critical to the baaic concept of the Preaident'a propoaal--re4ucing rat•• an4 .. king tla• tax ayatea 11e>re neutral. "'!'here are four principal revenue reducing proviaiona and nine .. jor revenue raiaera. · 
• The_proviaiona which aignificantly reduce revenue• are in4ivi4ual rate reduction (f260 billion through 1990), the 4o-1>1• peraonal exeaption ($193 billion·), corporate rate rec!luction ($154 billion), ~ corperate dividend relief ($27.6 billion). Other revepe reducing proviaiona aaeh a• the ta:s cre41t . for reaearch· .~~~4 4eYelopaent ($7 1tillioa) and the apouaal IltA •a ($4.1 bill~on), while not inaigni·fiaant, are auch le•• iaportant froa .·'a revenue loss standpoint. 
• On the revenue-raiser aide, the list of large -iteaa is siailarly liaited1 repeal of the inveataent tax credit ($165 billion through 1990), repeal of the state and local tax deduction ($149 billion), recapture of the rate differential on accelerated depreciation ($57.6 billion), reform of the completed contract and other multiperiod production accounting rules ($44 billion), refora of the . capital cost recovery deduction ($37 billion), repeal of the two-earner couple deduction ($34 billion), repeal of incOlle avera9ing ($18.7 billion), refora of the tax-exempt bond rules ($13 billion), and reform of the foreign tax credit ($13 billion). 

• Other iteas, such aa reforaing the reserve deductions for property and casulaty insurance coapanies and repealing depository institution bad d•bt reaerve deductiona, would raise aignificant, but substantially leas, revenue. 
• The remaining provisions will have to be analyzed carefully to decide whether they are i~portant enough, despite the lesser revenue impact, to i~clude in the final package. 
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Budget R!CJot..i~.t~4t~.~ . ...ji~-ti:·· .. ·. ·; . 
• 'l'lle pr~~; ij,,;;:;'i~rt~ ~,. have an outllaeYtor, ~ · 

• 

agre..eat : Oli·' Jth•·:.JNdget, : :· : in reality ~· are·~. a .; lcmg , w.y . 
frO. ,: r•&Ct1lln9·::;ani~~aeaning · . t, coaproai•• on · th· 19i6 '.baaget. · 

, I ' _ .. .''.~~·: 

In the White .llouae diacuaaltm• earlier thi• week, it is 
report.. that we a9ree4 ~\ the budget would inclUd• the 
Preaid•t ~ • ·bUdget authorit.J\. 1•••1• in Defense ancl that there would be no frHz• in Social'.· security COLA.a. 

· -~" 

• 11bi le thl• so-called • fraae1irork • )lay plea•• the Yariou.a 
constituencies that favor higher 1.tefenae anct Social Security 
spending, it cloean't cto an~hing to reduce the ••ficit. 

• If Social Securi~y COLAa are taken off the tal»le, then we 
nee4 to fiad SOiie w.y to .replace th .. with other real savings of · ·an equl valent . allOUDt;. · 

. --
Beecl .. for Rew Piacal Tool• 

• Ba•ing atru99lecl since 1974 to -ke the Con9r•••ienal Ba4get 
proce•• work to rei911 in tlie cteflcit, I aa eoaviaee4 that we 
need SOii• new f iacal tool• to cliaclpline Pecleral ..... la,. 

. ... ' 

• I atro1t9ly aupport legislation to utabli•h two nc1a ..., 
fiacal tool•- Conatituti~l aaeadaent to balance the 
Federal 1"149et and a atatutory proviaion to gl•• the 
Presidential power to veto individual line itea• in the 
Congreaaional appropriations. 

• We are making satisfactory progress moving this legislation 
in the Senate. 

A. Balanced Budget Amendment 

• The balanced budget amendment was reported out of the 
Senate Judiciary Committee yesterday and we hope to have 
Senate floor consideration in September. 

• 32 States have already petitioned Congress for a 
conatitutional convention to draft a balanced budget 
aaendaent, and there i• a good chance that 110re will 
follow (including Michigan). Congr••• has an obligation 
to respond to the consensus in favor of a balanced 
budget aaendaent, and take the initiative itaelf. 

• The fundaaental problea of deficit spending deaancl• a 
fundaaental solution. .The balanced budget aaendaent 
doe• not embody any pa~ticular economic theory, but just 
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.. : ..... : require• that Congr•~r-.. •pecifically accqun.table ·. for it• ct,eci•lon• on fi• .. ~,'.- •.policy. ' · .. · -:. . . · ri~ >¥6~ . · <· .:i:,_ -~ . The aaenctaent( would ·j. .' .·; 'require a 3/5 ~te . to adopt a deficit bu~p~·, and ·.- :'·~: _.",'.etual -jority .:'; (5~ .senator•, 218 .. pre••ntati•••) to r .. •• ·the level of ta-xation a• a percent of the nationa:l\~ income. That i• all there is to it:1 increa•ed accouia.~ility, and an appropriate counter to the never•e~ing pre•sur•• on Congr••• to increa•e •pending and 4eficit• by re•ponding to •pecial intere•t•. . 
··-;-, , ·. • Thi• i• not a parti•an ' i•sue and it i• certainly not a quick-fix1 we have to do everything we can right now to reduce •pending and deficit•. But we al•o need to refora the ba•ic way we deal with the budget in Congr•••· The balanced budget aaendaent would liait our optioD8 in a way that i• good for u• and good for the country. 

B. Line itea veto 
• Senator Mattingly'• two-year line-it•• veto bill ha• been reported out of the llUl• Coamitt .. and we expect to take it up on the f~oor n••t week. 
• Th• itea veto can be an effective device for controlling •pending, a• the governor• of 43 State• have found. Such a change could r••tore aoae of the original •ignificance of the veto power under the con•titution, and diacourage the tendency to attach •pecial interest riders to appropriations bills in the hope that the President will suppresa his objections to the particular in the interest of enacting the whole package, which he may on balance approve. 

• In the case of appropriations bill that cover a wide range of subject matter--like a continuing resolution--the President now lack• the ability to make iaportant choices. He can approve or reject the whole package, but has no ability to weed out the le•• desirable parts. An item veto would correct that situation, and Congress could still override the veto as it can any veto. 
• The case can be made that changes in the appropriations procesa whereby aubatantive riders are enacted as part of appropriations bills has altered the balance of power between President and Congresa, eroding the veto power as it was understood when originally drafted into the Constitution. 
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• It baa been •aid that - ·~.nly a a.all part of .th• -budget 
could be regulated wi~1: thia power. ·That .. y:. be true i~ we ignore defenae •pe1\4ln9, or the poaaib.llity · that ~_ ­
Congreaa could reforii)it:,!~e •uncontroll•ble~ ,_~ograu to .. ke tl\ea aubject to 9ropriation. But lnaay ev•t we 
ahould not Pll•• off li'ghtly any inatitutlo-1 ahange 
that could reault in 8ignificant long-range aa~inga. 
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