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Remark s of Senato r Dole
The 50 Club of Cleve land-- Union Club
Januar y 6, 1986
7:45 p.m.

Challe nge for Congr ess in 1986
• In some respec ts 1985 was a year for settin g goals
and planni ng the policy agenda for the remain der of the
1980' s. So the challe nge of 1986 is to follow throug h:
to make sure that the diffic ult goals the Congr ess has
set for itself are met, and don't just become empty
promi ses witho ut substa nce to back them up.
• In domes tic policy , our most pressi ng proble ms
remain on the econom ic front: defic it reduc tion, tax reform ,
and a more realis tic U.S. trade postu re for an increa singly
aggre ssive, compe titive world econom y.
• Speci fic legisl ation in each of these areas is
pendin g in Congr ess and will be dealt with in 1986.
On the defic it, the first round of 'autom atic' cuts
under G~amm-Rudman would come as early as March 1.
In additi on, the budge t recon ciliat ion bill that we left
unfini shed in Decem ber is a live item.
On tax reform , the House -passe d bill is ready for
consid eratio n by the Financ e Comm ittee, which is expec ted
to begin consid eratio n in Febru ary.
On trade, there are three major items that deserv e
the Senat e's attent ion: the banfo rth bill on trade with
Japan , the teleco mmun ication s bill, and the 'omnib us'
trade bill design ed to streng then the Presid ent's hand
in barga ining with our tradin g partne rs and requir e
decisi ve U.S. respon ses to unfai r trade practi ces.
Other major legisl ation

·»

In additi on to these major econom ic issues , the Senate
will take up the balanc ed budge t const itutio nal amendm ent
early in the new sessio n. The first order of busine ss
when the Senate reconv enes will be the propos ed sale of
Conra il. We still have the Superf und toxic- waste cleanu p
legisl ation to deal with, even though the Senate did its
best to get a bill to the Presid ent in 1985. We may want
to take anoth er shot at the line-i tem veto, the genoc ide
conve ntion, and schoo l praye r, as well. And as alway s,
events here and abroad can shape the Senat e's agenda in
ways no one can predi ct.
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Gramm-Rudman
• The first actions in response to the new Gramm-Rudman
deficit control reform will have to be taken early in 1986.
As of January 10, an estimate of the fiscal 1986 deficit
will have to be made, and squared against the Gramm-Rudman
deficit target of $171.9 billion. The first round of
automatic cuts under the proposal would have to be announced
on February 1, and those cuts would take effect March 1
unless Congress comes up with a better way to meet the
target. Cuts under this first round of Gramm-Rudman could
not exceed $11.7 billion, and would be equally divided
(as in each year) between defense and non-defense spending.
• In addition, President Reagan's budget for
fiscal year 1987 is due to Congress by February S. So
we will have reconsideration of the 1986 budget
proceeding simultaneously with our first shot at the
1987 budget.
• That is a tall order, but it is one we ought to
be able to fill. Difficult as it seems, we should remember
that the Gramm-Rudman law contains new procedures designed
to make it easier to meet the deficit targets. We explicitly
bring loan programs aii.ClOther 'off-budget' items into th~
budget process; sets a point of order against legislation
from committees that have not met their budget savings
allocation; and rules out order legislation inconsistent
with the deficit targets.
Possible problems. We know there may be a rocky ,·road ahead
in implementing Gramm-Rudman. Congressmen Synar and others
have filed suit claiming it is unconstitutional, and the
Reagan administration has some problems as well with the
role of the GAO in mediating the deficit forecasts. The
courts will have to guide us on all that. Even more important,
what Congress can legislate, Congress can back out of. That's
why we need a constitutional mandate for budgetary restraint,
as well as a statutory one.
• So Gramm-Rudman hasn't made our options any easier:
but if it works as planned, it will force us--and the President-to make some decisions and choose among the various deficitreduction options. That mearts everyone's cherished spending
programs will be put to the test of fiscal responsiblity.
Spending the key. Finally, let me emphasize that Gramm-Rudman
is a device for reducing Federal spending. It is not a ta~
increase plan, or a subterfuge for one. If we fail on the spending
front, we can look at other options. But the sooner we entertain
any revenue options, you can bet the pressure for spending· cuts
will drop fast.
Page 2 of 39
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THE DEFICIT AND THE AVERAGE AMERICAN
o

Unless we enact a large deficit reduction package in
each of the next three years, American families will
face either higher interest rates or higher inflation:
not to mention the risk of a disastrous new recession
throwing millions of breadwinners out of work.
That is
what the Gramm-Rudman-Hollings initiative is all about.

0

Most economists believe that enactment of deficit
reduction measures that eliminate the deficit by the end
of the decade will produce a drop of at least 1 percent
in interest rates over the short run and 2 to 3
percentage points over the long term: relative to what
they otherwise would be.

o

With a 2% drop in interest rates, the monthly payment on
a median priced home ($80,000) would go down by about
$100 a month.

o

Conversely, if we don't reduce the deficit to keep rates
as low as they are now, homeowners could face that large
an increase--or more-- in monthly payments.

0

A 2% drop in interest rates would mean an additional
$4,000 in income for the average wheat farmer with a
1,000 acre operation.

0

This year alone, the Federal Government will overspend
close to $1,000 for every man, woman, and child in
America.

o

This $1,000 per head of additional Federal debt will be
one more burden for our children to repay in higher
taxes or higher inflation in the future.

o

I don't believe we can let our deficit reduction efforts
falter.
If we don't act now on major deficit reduction,
the American people will pay the price.
By 1989,
interest on the debt alone would take up half of all
individual income tax payments. The interest cost would
be $250 billion or $1,100 for each American.

o

If we can adhere to the deficit-reduction goals we've
set for ourselves, I am very, very optimistic about the
course of the economy.
I think we take too much for
granted what we have achieved so far:
strong growth
without inflation. We can keep that going if we reduce
the deficit substantially.
The way is open to economic
performance unprecedented in the postwar period if we
have the will to find it.
Page 3 of 39
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ESCALATING DEFICIT
The main threat to continued economic expansion is runaway Federal spending.
o

Since 1940, the Federal Governmen t has run deficits in
Since 1960, we've run
37 out of the last 45 years.
deficits in 25 out of 26 years.

o

In 1986, the gross Federal debt will top $2 trillion,
eight times more than in 1960, nearly four times greater
The
than in 1975, more than twice what it was in 1980.
total debt in 1986 will approach 50% of GNP.

o

With no changes in Federal spending policy, Federal
outlays would rise from $950 billion in 1985 to $1,378
trillion in 1990--an increase of $428 billion in five
years.

o

If no changes are made, the budget deficit will increase
from $214 billion in FY 85 to $300 billion in 1990 and
the National debt will increase to $2,786.
INTEREST ON THE DEBT

This massive increase in debt has itself created one of
the largest and fastest growing component s of Federal
Constant deficits have put
spending- -interest on the debt.
of paying for the
treadmill
endless
an
on
policy
fiscal
decades:
previous
of
ibility
irrespons
o

In 1965, interest on the National debt cost $9 billion
By 1980, annual interest
and consumed 1.4% of GNP.
But the worst was
costs rose to $52 billion--2 % of GNP.
yet to come.

o

In 1985, interest on the National debt cost taxpayers
$130 billion--a lmost three times the level of five years
This represents 3.8% of GNP, 13.5% of the entire
ago.
1985 budget, and a 1,450% increase in costs over 1965.

o

$130 billion is equal to the sum total of all Federal
spending from 1789--the founding of the Republic- -to
It also equals total Federal outlays in 1966, the
1936.
entire defense budget in 1980, and twice the level of
medicare funding today.
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Possible Senate Schedule

~

·~

o

It will probably take until July or August before a tax
bill can work its way through the Senate, conference,
and be sent to the President.

o

Actual markup in the Finance Committee will not begin
until after the Lincoln Birthday break which end
February 17th.

o

Senator Packwood probably will try to get a bill out of
Committee by the Easter break which is tentatively
scheduled to begin March 27th.

0

There will need to be some time for drafting before we
can schedule the measure for Senate floor action. Thus,
although it is possible that we could begin floor action
after the Easter break, it may have to be delayed a
little.

o

To be realistic, we probably will have to spend most of
June on the Senate floor, leaving the time between the
4th of July and the August recess for conference and
final passage.
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Tax Reform Talking Points
o

0

~ 1·

o

0

0

The Reagan tax plan and the Ways and Means Committe e
bill are similar in concept --they both shift more of the
tax burden to corpora tions and reduce the tax burden on
But the bills are very differen t in how
individu als.
they make the change.
Each bill substan tially reduces tax rates for
individu als (the Presiden t to a maximum of 35%; Ways and
Means to 38%) and for corpora tions (Preside nt 33%; Ways
But the Ways and Means rates take
and Means 36%).
effect at much lower income levels: the 35% rate clicks
in at $43,000 -for married couples, as opposed to $70,000
under the Reagan plan.
Neither plan gets an A+ for the major objectiv es of tax
reform- -simplif ication and fairness , but the Preside nt's
plan repealed many more of the overly complic ated
provisio ns of the tax code than the Ways and Means
Committ ee effort. The House bill just modifies , but
leaves in place, many complex tax rules.
The House bill falls far short of the Preside nt's on
Fringe benefits and itemized
fairness grounds.
deductio ns are major causes of differin g tax
liabilit ies, and unlike the Preside nt's proposa l, the
House retained the State and local tax deductio n, did
less to limit interest -paid deductio ns, and did nothing
on fringe benefits .
The House retained many of the politica lly popular bigticket items. Unless we want to tackle those, the
Senate will have limited flexibil ity in trying to
enhance investme nt and savings incentiv es.

o

I have persona lly long favored income tax reform and, as
Chairman of the Senate Finance Committ ee, led the fight
over a number of years to plug unjustif ied tax
loophole s.

o

Neverth eless, I know that many of my Senate colleagu es
have no enthusia sm for the Preside nt's version of tax
reform and even less for the House bill, which they view
as even more likely to have harmful economic effects.
In the Senate, with its more open procedu res, it is
easier for a determin ed minority to block or slow down a
bill they oppose.

o

It is possible that the Senate might be able to fashion
its version of a tax reform bill by June, but only with
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intensive effort by the President to push the bill and
reshape it along the lines he favors.
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Effec tive Date Resol utions
o

0

On Decem ber 17, the House agreed to a Sense of the House
resolu tion offere d by Congress~an Miche l instru cting the
chairm an and rankin g membe r of the Ways and Means to
work with the chairm an and rankin g membe r of the Financ e
Comm ittee and the Secre tary of Treasu ry to prepar e and
make public by the end of this year a list of tax reform
items which should not become effect ive until Januar y
1987.
To date, the princ ipals have not sat down to discus s
possib le items which should have a prosp ective effect ive
Their staffs have not yet been instru cted to get
date.
togeth er for any prelim inary discus sions either .
Senato r Packwo od is evide ntly concer ned about possib le
"run on the bank" if a joint statem ent were releas ed
indica ting that certai n change s will not be effect ive
until some future date.

0

i:.

On Decem ber 19, the Senate also agreed to a resolu tion
on effect ive dates. The resolu tion which I offere d for
mysel f and 55 of my collea gues says that our goal
gener ally should be an effect ive date of Januar y 1,
If we have to differ from that date to protec t
1987.
taxpay ers or the Treasu ry from uninte nded affec ts caused
by major change s in tax policy , then we will do it.
But, in gener al, people should be able to go on about
their busine ss relyin g on presen t law while we
delibe rate its future .
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HOUSE TAX REFORM BILL
Anti -bus iness ?

on over 5
The Hous e bill raise s corp orate taxes by $141 billi
year s.
by $131
The Pres iden t's prop osal raise s corp orate taxes
billi on over 5 year s.

o

«

0

0

.
The Hous e bill sets a 36% maximum corp orate rate

0

rate.
Pres iden t's prop osal sets a 33% maxim um corp orate

0

Both prop osals repe al the inves tmen t tax cred it.
more than the
The Hous e bill redu ces depr eciat ion dedu ction s
s over a
ction
dedu
the
Pres iden t's prop osal which stret ches
for the
value
ent
pres
long er perio d, but prov ides the same
re.
featu
dedu ction s beca use of the full index ing

0
r~
. ~

o

lopm ent
The Hous e bill prov ides a 20% resea rch and deve
cred it.

0

The Pres iden t prov ides a 25% cred it.

Anti -fam ily?
o

o
o
o

liab ility , not
Both bills subs tanti ally lowe r real incom e tax
Both
ory.
just rates , for indiv idua ls in every incom e categ
e
incom
give the bigg est perce ntag e redu ction to lowe r
indiv idua ls.
$1,08 0 to
The Hous e bill raise s the perso nal exem ption from
.
izers
item
for
0
$2,00 0 for noni temi zers and to $1,50
ption to
The Pres iden t's prop osal raise s the perso nal exem
$2,00 0 for every one.
retai ning the
The Hous e bill bene fits fami lies who item ize by
paid
est
inter
state and loca l tax dedu ction and more
plus $20,0 00
dedu ction s (inte rest on mort gage on secon d home
les).
cap on othe r inte rest for marr ied coup
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The Presi dent would limit inter est paid deduc tions to
$5,00 0.
inter est on a mortg age on a princ ipal resid ence plus
soone r
Howe ver, famil ies will reach the 35% brack et $22,0 00 sal,
propo
s
under the House bill than under the Presi dent'
adjus ting for comp utatio nal diffe rence s.

o
o

Anti- savin gs?
o

0

o
o

-;

0

o
o
o

The House bill reduc es the maximum annua l defer ral of
A
0.
comp ensat ion under a 40l(k ) plan from $30,0 00 to $7,00
yees
emplo
s
40l(k ) plan is a profi t shari ng plan which allow
to elect to defer part of their comp ensat ion.
sion
The Presi dent' s plan would repea l the 40l(k ) plan provi
entir ely.
in fact,
The House bill does not provi de any spous al IRA and,
) plan.
40l(k
a
in
reduc es IRA's for emplo yees who parti cipat e
maximum
The Presi dent would provi de for an addit ional $2,00 0
spous e
a
of
lf
deduc tion for contr ibuti ons to an IRA on beha
who works in the home.
The House bill reduc es the amoun t of annua l dedu ctible
.
contr ibuti ons to compa ny pensi on and profi t-sha ring plans It
s.
limit
But, impo rtantl y, it reins tates index ing of these
l
is diffi cult to say that fundi ng for a $77,0 00 annua
aged start
retire ment bene fit is not a suffi cient tax-a dvant
on an
more
save
can
still
e
Peopl
.
ment
to a good retire
after -tax basis .
The Presi dent has not propo sed reduc ing the annua l
contr ibuti on limit s.
tax
The House bill raise s the effec tive maxim um indiv idual
22%.
rate on long- term capit al gains from 20% to
gains
The Presi dent' s propo sal lower s the long- term capit al
rate for indiv idual s to 17.5% .
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HOUSE TAX REFORM BILL
Anti -bus ines s ?

bill ion over 5
The Hous e bill rais es corp orat e taxe s by $141
year s.
taxe s by $131
The Pres iden t's prop osal rais es corp orat e
bill ion over 5 year s.
e rate .
The Hous e bill sets a 36% maximum corp orat
orat e rate .
Pres iden t's prop osal sets a 33% maxim um corp

o

:tj:

0

0
0
0
0

r-<:

o
0

it.
Both prop osal s repe al the inve stme nt tax cred
s more than the
The Hous e bill redu ces depr ecia tion dedu ction ction s over a
dedu
the
s
Pres iden t's prop osal whic h stre tche
valu e for the
long er peri od, but prov ides the same pres ent
ure.
feat
xing
dedu ction s beca use of the full inde
deve lopm ent
The Hous e bill prov ides a 20% rese arch and
cred it.
The Pres iden t prov ides a 25% cred it.

Anti -fam ily?
o

o
o
o

tax liab ility , not
Both bill s subs tant ially lowe r real incom e cate gory . Both
e
just rate s, for indi vidu als in ever y incom
r incom e
give the bigg est perc enta ge redu ctio n to lowe
indi vidu als.
from $1,0 80 to
The Hous e bill rais es the pers onal exem ption
izer s.
item
for
00
$2,0 00 for noni temi zers and to $1,5
exem ption to
The Pres iden t's prop osal rais es the pers onal
$2,0 00 for ever yone .
by reta inin g the
The Hous e bill bene fits fam ilies who item ize
rest paid
stat e and loca l tax dedu ction and more inte
plus $20, 000
home
nd
seco
dedu ction s (int eres t on mort gage on
les).
cap on othe r inte rest for marr ied coup
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o

The Preside nt would limit intere st paid deduct ions to
intere st on a mortga ge on a princip al residen ce plus $5,000 .

o

Howeve r, familie s will reach the 35% bracke t $22,000 sooner
under the House bill than under the Presid ent's propos al,
adjusti ng for compu tationa l differe nces.

Anti-sa vings?
o

The House bill reduces the maximum annual deferr al of
compen sation under a 40l(k) plan from $30,000 to $7,000 . A
40l(k) plan is a profit sharing plan which allows employ ees
to elect to defer part of their compen sation.

0

The Presid ent's plan would repeal the 40l(k) plan provisi on
entirel y.

o

The House bill does not provide any spousa l IRA and, in fact,
reduces IRA's for employ ees who partici pate in a 40l(k) plan.

o

The Presid ent would provide for an additio nal $2,000 maximum
deduct ion for contrib utions to an IRA on behalf of a spouse
who works in the home.

0

The House bill reduce s the amount of annual deduct ible
contrib utions to compan y pension and profit- sharin g plans.
It
But, import antly, it reinsta tes indexin g of these limits.
is diffic ult to say that funding for a $77,000 annual
retirem ent benefi t is not a suffici ent tax-adv antage d start
People still can save more on an
to a good retirem ent.
after-t ax basis.

o

The Presid ent has not propos ed reducin g the annual
contrib ution limits.

o

The House bill raises the effecti ve maximum individ ual tax
rate on long-te rm capita l gains from 20% to 22%.

o

The Presid ent's propos al lowers the long-te rm capita l gains
rate for individ uals to 17.5%.
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0
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Tax Ref orm Tal kin g Poi nts
Hou se bil l are sim ilar
The Pre sid ent 's tax pla n and the
of the tax bur den to
in con cep t--t hey bot h shi ft mor e
bur den on individuals~
cor por atio ns and red uce the tax in how the y mak e the
But the bil ls are ver y dif fer ent
cha nge .
s for ind ivid ual s (the
Bot h sub sta nti ally red uce tax rate and Mea ns to 38%)
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; Way s and Mea ns
33%
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e eff ect at muc h
But the Way s and Mea ns rate s tak
36% ).
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maj or obj ect ive s of tax
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s, but the Pre sid ent 's
refo rm- -sim plif ica tion and fair nes
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0

o
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o
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push the bil l and
inte nsiv e effo rt by the Pre side nt to
resh ape it alon g the line s he favo rs.
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HOUSE TAX REFORM BILL
Anti- busin ess?
o

n over 5
The House bill raise s corpo rate taxes by $141 billio
years .

0

The Presi dent' s propo sal raise s corpo rate taxes by $131
billio n over 5 years .

0

The House bill sets a 36% maxim um corpo rate rate.

0

Presi dent' s propo sal sets a 33% maxim um corpo rate rate.

0

Both propo sals repea l the inves tment tax credi t.

.: ~
;.·

than the
The House bill reduc es depre ciatio n deduc tions more
a
over
tions
deduc
the
hes
Presi dent' s propo sal which stretc
the
for
value
nt
prese
same
longe r perio d, but provi des the
deduc tions becau se of the full index ing featu re.

0

0

nt
The House bill provi des a 20% resea rch and devel opme
cred it.

o

The Presi dent provi des a 25% credi t.

Anti- famil y?
0

o
o
o

o

lity, not
Both bills subs tanti ally lower real incom e tax liabi
Both
ory.
categ
e
incom
just rates , for indiv idual s in every
e
incom
lower
to
tion
give the bigge st perce ntage reduc
indiv idual s.
0 to
The House bill raise s the perso nal exem ption from $1,08
zers.
itemi
for
0
$1,50
to
$2,00 0 for nonit emize rs and
to
The Presi dent' s propo sal raise s the perso nal exem ption
$2,00 0 for every one.
ning the
The House bill bene fits famil ies who itemi ze by retai
paid
est
inter
state and local tax deduc tion and more
$20,0 00
deduc tions (inte rest on mortg age on secon d home plus
les).
cap on other inter est for marri ed coup
The Presi dent would limit inter est paid deduc tions to
$5,00 0.
inter est on a mortg age on a princ ipal resid ence plus
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o

Howeve r, familie s will reach the 35% bracke t $22,000 sooner
under the House bill than under the Presid ent's propos al,
adjusti ng for compu tationa l differe nces.

Anti-sa vings?
o

The House bill reduces the maximum annual deferr al of
compen sation under a 40l(k) plan from $30,000 to $7~000. A
40l(k) plan is a plan which allows employ ees to elect, at
their option , to defer part of their compen sation.

o

The Presid ent's plan would repeal the 40l(k) plan provisi on
entirel y.

0

The House bill does not provide any spousa l IRA and, in fact,
reduce s IRA's for employ ees who partici pate in a 40l(k) plan.

o

0

The Presid ent would provide for an additio nal $2,000 maximum
deduct ion for contrib utions to an IRA on behalf of a spouse
who works in the home.
The House bill reduces the amount of annual deduct ible
contrib utions to company pension and profit- sharin g plans.
It
But, import antly, it reinsta tes indexin g of these limits.
annual
$77,000
a
for
is diffic ult to say that funding
retirem ent benefi t is not a suffic ient tax-adv antaged start
to a good retirem ent. People still can save more on an
after-t ax basis, even withou t the tax incent ive.

0

The Presid ent has not propose d reducin g the annual
contrib ution limits.

o

The House bill raises the effecti ve maximum individ ual tax
rate on long-te rm capita l gains from 20% to 22%.

o

The Presid ent's propos al lowers the long-te rm capita l gains
rate for individ uals to 17.5%.
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BOB DOLE
KANSAS

1\nitrd ~tatr.s

~rnatc

OFFICE OF THE MAJOR ITY LEADER
WASHINGTON, DC 20510

Dece mbe r 23, 1985

TO:

SENATOR DOLE

FROM:

RICH BELAS

SUB JECT :

PRES IDEN T' S TAX REFORM LETTER

on the foll owi ng
The Pres iden t assu red Con gres sman Kemp
:
bill
mini mum requ irem ents for a tax refo rm
izer s
$2,0 00 pers ona l exem ptio n for both item
1.
vidu als
indi
e
thos
for
t
and non item izer s, "at leas
."
kets
brac
tax
me
in the lowe r and mid dle inco
open for
- Thu s, the Pres iden t leav es the door
a $2,0 00
of
n
isio
com prom ise. The Hous e prov
for item izer s
00
$1,5
and
exem ptio n for non item izer s
over 5
ion
bill
.56
wou ld redu ce reve nues by $147
year s.
redu ce
The Pre side nt's $2,0 00 exem ptio n wou ld
s.
year
reve nues by $176 .5 bill ion over 5
2.

stry ,
Basi c · tax ince ntiv es for Ame rican indu
incl udin g cap ital -int ens ive com pani es.
and the
- Sinc e both the Pre side nt's prop osal
tax
Hous e bill wou ld repe al the inve stme nt
n.
atio
reci
dep
is
e
cred it, the issu
of cap ital
- Th e Hous e bill wou ld redu ce the cost
over
cos t reco very ince ntiv es by $25 bill ion
redu c e t h ese
ld
wou
osal
prop
nt's
side
5 year s. The Pre
s.
ince ntiv es by $21. 6 bill ion over 5 year

3.

thos e who
Effe ctiv e date s whic h eras e doub t for
must plan now for inve stme nts in 1986 .
reso luti ons
Both the Hous e and Sen ate have prop osed
..........-._
add ress ing the pros pec tive dates-;'~ 1;s
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ua l or bu s in es s
A mini mum tax whic h allo ws no ind ivid
rall tax

4.

ove
to esca pe pay in g a fair sha re of the
burd e n.

se bil l. Th e
- Thi s seem s con sist ent with the Hou
rais e $19 .1
Hou se ind ivid ual mini mum tax wou ld
The Hou se corp orat e mini mum
bill ion ove r 5 yea rs.
yea rs.
tax wou ld rais e $5.8 bill ion ove r 5
tax wou ld rai s e
The Pre side nt's ind ivid ual mini mum
orat e mini mum
$2.4 bill ion ove r 5 yea rs. His corpyea
rs.
tax wou ld rais e $2.8 bill ion ove r 5

5.

no high er than
A rate stru ctu re with a max imum rate
in the Pre side nt's pro pos al.

ual rate of 35% and
The Pre side nt has a max imum ind ivid
The Hou se bil l has a
maxi mum cor por ate rate of 33%.
cor por ate rate of 36%.
maxi mum ind ivid ual rate of 38% and
ly wha t the reve nue
It is dif ficu lt to dete rmi ne pre cise
wou ld be.
s
rate
effe ct of jus t low erin g the top

·~

ts acro ss-t he- boa rd,
How ever , with out rev isin g the bra cke
me ind ivid ual s,
inco
er
ther e wou ld be a ben efit for high
rath er than all taxp aye rs.

6.

ent with the
Tax bra cke ts tha t are full y con sist
for mid dle inco me
Pre side nt's des ire to redu ce taxe s
wor king Am eric ans.
pro pos al are very
The Hou se bil l and the Pre side nt's
on in tax liab ilit y
sim ilar in the ir perc enta ge red ucti
How ever the Pre side nt
for mid dle inco me taxp aye rs.
s enou gh to
wou ld acco mpl ish this by redu cing rate al tax ded ucti on
loc
mak e up for rep eal of the Sta te and
ns and tax atio n
ctio
d~du
paid
t
res
inte
the
lim itat ion of
of some frin ge ben efit s.
ant in frin ge
The Hou se bil l doe s noth ing sign ific
al tax ded ucti on
ben efit s and leav es the Sta te and loc
ded ucti on
inta ct I and- tigh tens the inte res t paid
rate s as muc h.
less . The refo re, it can not redu ce

ind ivid uals wou ld redu ce
The Pre side nt's rate pro pos al for
The Hou se rate pro pos al
rs.
reve nue s by $30 5.2 bill ion ove r 5 yea
ion ove r 5 yea rs.
wou ld redu ce reve nue s by $13 4.2 bill
por atio ns wou ld redu ce
The Pre side nt's rate pro pos al for cor
The Hou se cor por ate
rs.
reve nue s by $13 7.1 bill ion ove r 5 yea $87 .8 bill ion ove r 5 yea rs.
by
rate chan ge wou ld redu ce reve nue s

Page 19 of 39
c019_040_018_all_A1b.pdf

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

~;i'~·

TABLE 1.-DISTIUBUI'ICNAL Iia.TA CN PRESIDENT... S ~AL AND WAYS AND MEANS a:M1I'ITEE BILL,

FUR INDIVIDUM.S BY INXME CIASS, 1987

(Preliminary)

Incorre Class
( thousarrls of
1986 dollars)

Percentage Change in Incorre
Tax Liability
President

Ways

&

Means

Percentage Change in social
Security and Inoorre Tax
Liability
Preside-nt--

Ways

&

Means

Percentage Change in AfterTax !n<::X)(OO
President

Ways

& Means

-76.1
-23.4
-9.9
-8.9
-8.4
-7.2
-5.6
-7.2
-5.8

-17.5
-9.8
-5.8
-4.2
-4.8
-4.3
-7.5
-8.8
-14.7

-18.5
-12.8
-6.1
-5.6
-5.6
-5.3
-4.6
-6.4
-5.7

1.0
1.2
.9
.7
1.0
1.0
1.9
2.7
4.9

1.0
1. 5

100-200 .••••••••••
200 arrl al:x:Ne •••••

-72.4
-18.0
-9.3
-6.6
-7.3
-5.9
-8.9
-10.1
-15.2

'total . ....... .

-10. 5

-9.0

-7.6

-6.5

l. 5

1. 3

Less than $10 •....

s10- 20 . .......... .

20-30 •••••••••••••
30-40 . ..•.•.....•.
4 0- 50 . ...•••......

50-75 •••••••••••••

7 S-100 . .......... .

Note:

1.0

1.0
1.1
1.2

1.2
1.9
1.9

111ese figures do not take account of certain proposals affecting
individuals. 't'hus, the total tax reductions under b:>th the
Administration prop::>sal and the Ways and Means bill are &XTeWhat
different from what is indicated in this table.

)oint Cornnittee on Taxation
26, 1985

~overrber

~
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Tax Reform Talking Points
o

The Reagan tax plan and the Ways and Means Committ ee
bill are similar in concept --they both shift more of the
tax burden to corpora tions and reduce the tax burden on
But the bills are very differen t in how
individu als.
~~
they make the change.

o

Each bill substan tially reduces tax rates for
individu als (the Presiden t to a maximum of 35%: Ways and
Means to 38%) and for corpora tions (Preside nt 33%: Ways
But the Ways and Means rates take
and Means 36%).
effect at much lower income levels: the 35% rate clicks
in at $43,000 -for married couples, as opposed to $70,000
under the Reagan plan .

o

Neither plan gets an A+ for the major objectiv es of tax
reform- -simplif ication and fairness , but the Preside nt's
plan repealed many more of the overly complic ated
provisio ns of the tax code than the Ways and Means
Commit tee effort. The House bi .1 1 just modifie s, but
leaves in place, many complex tax rules.

.,

•'

0
11::

0

The House bill falls far short of the Preside nt's on
Fringe benefits and itemized
fairness grounds.
deductio ns are major causes of differin g tax
liabilit ies, and unlike the Preside nt's proposa l, the
House retained the State and local tax deductio n, did
less to limit interest -paid deductio ns, and did nothing
on fringe benefits .
The House retained many of the politica lly popular bigticket items. Unless we want to tackle thos~, the
Senate will have limited flexibil ity in trying to
enhance investme nt and savings incentiv es.

o

I have persona lly long favored income tax reform and, as
Chairman of the Senate Finance Committ ee, led the fight
over a number of years to plug unjustif ied tax
loophole s.

o

Neverth eless, I know that many of my Senate colleagu es
have no enthusia sm for the Preside nt's version of tax
reform and even less for the House bill, which they view
as even more likely to have harmful economic effects.
In the Senate, with its more open procedu res, it is
easier for a determin ed minority to block or slow down a
bill they oppose.

o

It is possible that the Senate might be able to fashion
its version of a tax reform bill by June, but only with
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intensive effort by the President to push the bill and
reshape it along the lines he favors.
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TAX REFORM
Possible Senate Schedule
o

0

Senator Packwood seems not to be all that interest ed in
However, it
using the House bill as a starting point.
popular
more
the
of
some
will be difficu lt to address
t wants
Presiden
the
that
law
special benefits in present
, as
believes
He
d.
unchange
left
House
the
to modify but
than
limited
more
be
may
ity
flexibil
or
I do, that while
in
better
little
a
least
at
do
can
we
we would prefer,
did.
House
the
than
the Senate
It will probably take until July or August before a bill
can work its way through the Senate, conferen ce, and be
sent to the Presiden t.

o

Actual markup in the Finance Committe e will not begin
until after the Lincoln Birthday break which ends
February 17th.

o

Senator Packwood probably will try to get a bill out of
Committ ee by the Easter break which is tentativ ely
schedule d to begin March 27th.

0

o

There will need to be some time for drafting before we
can schedule the measure for Senate floor action. Thus,
athough it is possible that we could begin floor action
after the Easter break, it may have to be delayed a
little. May is a short month because of Senator
Packwoo d's primary election on May 20th and the Memoria l
Day break.
To be realisti c, we probably will have to spend most of
June on the Senate floor, leaving the time between the
4th of July and the August recess for conferen ce and
final passage.

Page 25 of 39
c019_040_018_all_A1b.pdf

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

Effective Date Resolutions
o

On December 17, the House agreed to a Sense of the House
resolution offered by Congressman Michel instructing the
chairman and ranking member of the Ways and Means to
work with the chairman and ranking member of the Finance
Committee and the Secretary of Treasury to prepare and
make public by the end of 1985 a list of tax reform
items which should not become effective until January
1987.

o

To date, the principals have not sat down to discuss
possible items which should have a prospective effective
date.
Their staffs have not yet been instructed to get
together for any preliminary discussions either.

o

Senator Packwood is evidently concerned about possible
"run on the bank" if a joint statement were released
indicating that certain changes will not be effective
until some future date.

o

On December 19, the Senate also agreed to a resolution
on effective dates. The resolution, which I offered for
myself and 55 of my colleagues, says that our goal
generally should be an effective date of January 1,
1987.
If we have to differ from that date to protect
taxpayers or the Treasury from unintended effects caused
by major changes in tax policy, then we will do it.
But, in general, people should be able to go on about
their business relying on present law while we
deliberate its future.
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WAYS AND MEANS TAX REFORM GENERALLY
o

The Ways and Means bill is cons isten t with the
Presi dent' s propo sal, altho ugh it suffe rs from comp arison
ski
becau se of the polit ical compr omise s Chair man Roste nkow
was force d to make to get a bill.

o

Both propo sals reduc e indiv idual and corpo rate rates
The top rates under the Presi dent' s plan are
signi fican tly.
rates
35% for indiv idual s and 33% for corpo ratio ns. The top
36%
and
s
idual
indiv
for
under the Ways and Means bill are 38%
rates
top
the
with
Both compa re favor ably
for corpo ration s.
ratio ns.
in prese nt law 50% for indiv idual s and 46% for corpo
not just
Both propo sals reduc e actua l incom e tax liabi litie s,
give
both
and
rates , for indiv idual s in all incom e brack ets,
e
the great est perce ntage reduc tion to lower incom
indiv idual s.

0

of
Both propo sals will make corpo ration s pay a large r share
Means
and
Ways
the
,
the overa ll tax liabi lity. Over 5 years
The
bill would incre ase corpo rate taxes by $141 billio n.
over 5
n
billio
$131
by
Presi dent would raise corpo rate taxes
years .

o

Both propo sals can raise these taxes , despi te reduc ing dies
corpo rate tax rates , by cutti ng back on spec ific subsi
capit alsuch as those used by large defen se contr actor s and
all.
at
tax
e
incom
any
g
inten sive indus tries to avoid payin

0

. -~

0

o

o

o

Howe ver, the Presi dent' s plan is subta ntial ly simp ler.
he
Inste ad of cutti ng back on many speci al tax bene fits,
ent
tainm
enter
ess
busin
(For exam ple,
would repea l them.
estat e,
expen ses other than meals , at-ri sk excep tion for real
its.)
cred
tax
bank loan loss reser ves, rehab ilitat ion
the
Also, the Presi dent' s bill addre sses direc tly some of
es
incom
ar
simil
with
e
major tax provi sions which cause peopl
the
l
repea
would
He
tax.
of
ts
to pay widel y diffe rent amoun
est
state and local tax deduc tion, subs tanti ally limit inter
e
fring
in
certa
of
paid deduc tions , and tax all or part
bene fits like life and healt h insur ance.
cause
Peopl e seem to think that exoti c tax shelt ers are the
ers
shelt
These
ty.
of diffe rent level s of taxli abili
are
contr ibute to the probl em, but the big reven ue items
ded
provi
oyerEmpl
itemi zed deduc tions and fring e bene fits.
n a
billio
$24
about
by
healt h insur ance alone reduc es reven ue
es
reduc
taxes
local
and
And the dedu ctibi lity of state
year.
of
lot
a
de
provi
could
reven ues by $25 billio n a year. You
the tax
rate reduc tion if you didn 't have these bene fits in
code.
and
The Ways and Means Comm ittee chose to do less direc tly
rate
corpo
and
idual
indiv
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ing
more by indir ectly stren gthen
it
but
,
licity
simp
for
much
do
This won't
minim um taxes .
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Remar ks of Senat or Dole
The SO Club of Cleve land- -Unio n Club
Janua ry 6, 1986
7:45 p.m.

Chall enge for Cong ress in 1986
goals
• In some respe cts 1985 was a year for settin g the
of
nder
remai
the
and plann ing the polic y agend a for
1980 's. So the chall enge of 1986 is to follow throu gh:
to make sure that the diffi cult goals the Cong ress has
set for itsel f are met, and don't just becom e empty
prom ises witho ut subst ance to back them up.

;....

• In dome stic polic y, our most press ing probl ems
reform ,
remai n on the econo mic front : defic it reduc tion, taxasing
ly
incre
an
for
and a more reali stic U.S. trade postu re
aggre ssive , comp etitiv e world econo my.
• Spec ific legis latio n in each of these areas is
pendi ng in Cong ress and will be dealt with in 1986.
On the defic it, the first round of 'auto matic ' cuts
under G~amm-Rudman would come as early as March 1. left
In addit ion, the budge t recon ciliat ion bill that we
unfin ished in Decem ber is a live item.
On tax reform , the Hous e-pas sed bill is ready for
consi derat ion by the Finan ce Comm ittee, which is expec ted
to begin consi derat ion in Febru ary.
On trade , there are three major items that deser ve
with
the Sena te's atten tion: the banfo rth bill on trade
bus'
'omni
Japan , the teleco mmun icatio ns bill, and the
trade bill desig ned to ~trengthen the Presi dent' s hand
in barga ining with our tradin g partn ers and requi re
decis ive U.S. respo nses to unfai r trade pract ices.
Other major legis latio n
In addit ion to these major econo mic issue s, the Senat e
will take up the balan ced budge t cons tituti onal amend ment
early in the new sessi on. The first order of busin essof
when the Senat e recon venes will be the propo sed sale
clean up
Conr ail. We still have the Super fund toxic -wast e did
its
legis latio n to deal with, even thoug h the Senat e
best to get a bill to the Presi dent in 1985. We may want
to take anoth er shot at the line- item veto, the genoc ide
s,
conve ntion , and schoo l praye r, as well. And as alway
in
a
agend
te's
Sena
the
shape
can
d
event s here and abroa
ways no one can predi ct.
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Gramm-Rudman
• The first actions in response to the new Gramm-Rudman
deficit control reform will have to be taken early in 1986.
As of January 10, an estimate of the fiscal 1986 deficit
will have to be made, and squared against the Gramm-Rudman
deficit target of $171.9 billion. The first round of
automatic cuts under the proposal would have to be announced
on February 1, and those cuts would take effect March 1
unless Congress comes up with a . better way to meet the
target. Cuts under this first round of Gramm-Rudman could
not exceed $11.7 billion, and would be equally divided
(as in each year) between defense and non-defense spending.
• In addition, President Reagan's budget for
fiscal year 1987 is due to Congress by February S. So
we will have reconsideration of the 1986 budget
proceeding simultaneously with our first shot at the
1987 budget.
• That is a tall order, but it is one we ought to
be able to fill. Difficult as it seems, we should remember
that the Gramm-Rudman law contains new procedures designed
to make it easier to meet the deficit targets. We explicitly
bring loan programs ail(f()ther 'off-budget' items into th~
budget process; sets a point of order against legislation
from committees that have not met their budget savings
allocation; and rules out order legislation inconsistent
with the deficit targets.
Possible problems. We know there may be a rocky . ·road ahead
in implementing Gramm-Rudman. Congressmen Synar and others
have filed suit claiming it is unconstitutional, and the
Reagan administration has some problems as well with the
role of the GAO in mediating the deficit forecasts. The
courts will have to guide us on all that. Even more important,
what Congress can legislate, Congress can back out of. That's
why we need a constitutional mandate for budgetary restraint,
as well as a statutory one.
• So Gramm-Rudman hasn't made our options any easier:
but if it works as planned, it will force us--and the President-to make some decisions and choose among the various deficitreduction options. That means everyone's cherished spending
programs will be put to the test of fiscal responsiblity.
Spending the key. Finally, let me emphasize that Gramm-Rudman
is a device for reducing Federal spending. It is not a taA
increase plan, or a subterfuge for one. If we fail on the spending
front, we can look at other options. But the sooner we entertain
any revenue options, you can bet the pressure for spending · cuts
will drop fast.
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THE DEFICIT AND THE AVERAGE AMERICAN
o

0

Unless we enact a large deficit reduction package in
each of the next three years, American families will
face either higher interest rates or higher inflation:
not to mention the risk of a disastrous new recession
That is
throwing millions of breadwinners out of work.
what the Gramm-Rudman-Holli ngs initiative is all about.
Most economists believe that enactment of deficit
reduction measures that eliminate the deficit by the end
of the decade will produce a drop of at least 1 percent
in interest rates over the short run and 2 to 3
relative to what
percentage points over the long term:
be.
would
otherwise
they

o

With a 2% drop in interest rates, the monthly payment on
a median priced home ($80,000} would go down by about
$100 a month.

o

Conversely, if we don't reduce the deficit to keep rates
as low as they are now, homeowners could face that large
an increase--or more-- in monthly payments.

0

0

0

0

0

A 2% drop in interest rates would mean an additional
$4,000 in income for the average wheat farmer with a
1,000 acre operation.
This year alone, the Federal Government will overspend
close to $1,000 for every man, woman, and child in
America.
This $1,000 per head of additional Federal debt will be
one more burden for our children to repay in higher
taxes or higher inflation in the future.
I don't believe we can let our deficit reduction efforts
If we don't act now on major deficit reduction,
falter.
By 1989,
the American people will pay the price.
interest on the debt alone would take up half of all
The interest cost would
individual income tax payments.
be $250 billion or $1,100 for each American.
If we can adhere to the deficit-reduction goals we've
set for ourselves, I am very, very optimistic about the
I think we take too much for
course of the economy.
strong growth
granted what we have achieved so far:
without inflation. We can keep that going if we reduce
the deficit substantially. The way is open to economic
performance unprecedented in the postwar period if we
have the will to find it.
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ESCALATING DEFICIT
The main threat to continu ed econom ic expans ion is runaway Federa l spendin g.
o

Since 1940, the Federa l Governm ent has run defici ts in
Since 1960, we've run
37 out of the last 45 years.
years.
26
of
out
25
defici ts in

o

In 1986, the gross Federa l debt will top $2 trillio n,
eight times more than in 1960, nearly four times greate r
than in 1975, more than twice what it was in 1980. The
total debt in 1986 will approac h 50% of GNP.

o

With no change s in Federa l spendin g policy , Federa l
outlay s would rise from $950 billion in 1985 to $1,378
trillio n in 1990--a n increas e of $428 billion in five
years.

o

If no change s are made, the budget defici t will increas e
from $214 billion in FY 85 to $300 billion in 1990 and
the Nation al debt will increas e to $2,786 .
INTEREST ON THE DEBT

This massive increas e in debt has itself created one of
the larges t and fastest growing compon ents of Federa l
Consta nt defici ts have put
spendi ng--in terest on the debt.
ill of paying for the
treadm
fiscal policy on an endless
irresp onsibi lity of previou s decade s:
o

In 1965, intere st on the Nation al debt cost $9 billion
By 1980, annual interes t
and consum ed 1.4% of GNP.
But the worst was
of GNP.
--2%
billion
$52
to
rose
costs
yet to come.

o

In 1985, interes t on the Nation al debt cost taxpay ers
$130 billion --almo st three times the level of five years
This represe nts 3.8% of GNP, 13.5% of the entire
ago.
, and a 1,450% increas e in costs over 1965.
budget
1985

o

$130 billion is equal to the sum total of all Federa l
spendin g from 1789-- the foundin g of the Repub lic--to
It also equals total Federa l outlays in 1966, the
1936.
entire defense budget in 1980, and twice the level of
medica re funding today.
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Tax Reform Talkin g Points
o

The Reagan tax plan and the Ways and Means Comm ittee
bill are simila r in conce pt--th ey both shift more of the
tax burden to corpo ration s and reduce the tax burden on
But the bills are very differ ent in how
indivi duals .
they make the change .

o

Each bill subst antial ly reduce s tax rates for
indivi duals (the Presid ent to a maximu m of 35%; Ways and
Means to 38%) and for corpo ration s (Presi dent 33%; Ways
But the Ways and Means rates take
and Means 36%).
income levels : the 35% rate clicks
lower
much
at
effec t
in at $43,0 00-for marrie d couple s, as oppose d to $70,00 0
under the Reagan plan.

o

Neithe r plan gets an A+ for the major objec tives of tax
reform --sim plific ation and fairne ss, but the Presid ent's
plan repeal ed many more of the overly compl icated
provis ions of the tax code than the Ways and Means
Comm ittee effor t. The House bill just modif ies, but
leaves in place , many comple x tax rules.

0

, ..
~

,

0

The House bill falls far short of the Presid ent's on
Fringe benef its and itemiz ed
fairne ss groun ds.
causes of differ ing tax
major
deduc tions are
the Presid ent's propo sal, the
unlike
and
,
liabi lities
and local tax deduc tion, did
State
the
House retain ed
d deduc tions, and did nothin g
st-pai
intere
less to limit
on fringe benef its.
The House retain ed many of the politi cally popul ar bigticket items. Unles s we want to tackle those, the
Senate will have limite d flexib ility in trying to
enhanc e invest ment and saving s incen tives.

o

I have perso nally long favore d income tax reform and, as
Chairm an of the Senate Financ e Comm ittee, led the fight
over a numbe r of years to plug unjus tified tax
looph oles.

o

Never theles s, I know that many of my Senate collea gues
have no enthus iasm for the Presid ent's versio n of tax
reform and even less for the House bill, which they view
as even more likely to have harmf ul econom ic effec ts.
In the Senate , with its more open proced ures, it is
easier for a determ ined minor ity to block or slow down a
bill they oppos e.

o

It is possib le that the Senate might be able to fashio n
its versio n of a tax reform bill by June, but only with
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intensive effort by the President to push the bill and
reshape it along the lines he favors.

Page 33 of 39
c019_040_018_all_A1b.pdf

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

HOUSE TAX REFORM BILL
Anti -bus ines s ?

bill ion over 5
The Hous e bill rais es corp orat e taxe s by $141
year s.
taxe s by $131
The Pres iden t's prop osal rais es corp orat e
bill ion over 5 year s.

o

~

0

0

e rate .
The Hous e bill sets a 36% maximum corp orat

0

orat e rate .
Pres iden t's prop osal sets a 33% maximum corp

0

it.
Both prop osal s repe al the inve stme nt tax cred
s more than the
The Hous e bill redu ces depr ecia tion dedu ction ction s over a
Pres iden t's prop osal whic h stre tche s the deduvalu e for the
long er peri od, but prov ides the same pres ent
ure.
dedu ction s beca use of the full inde xing feat

o

deve lopm ent
The Hous e bill prov ides a 20% rese arch and
cred it.

0

0

0

The Pres iden t prov ides a 25% cred it.

Anti -fam ily?
o

o
o
o

tax liab ility , not
Both bill s subs tant ially lowe r real incom e cate gory .
Both
e
just rate s, for indi vidu als in ever y incom
e
r incom
give the bigg est perc enta ge redu ction to lowe
indi vidu als.
from $1,0 80 to
The Hous e bill rais es the pers onal exem ption
izer s.
item
$2,0 00 for noni temi zers and to $1,5 00 for
exem ption to
The Pres iden t's prop osal rais es the pers onal
$2,0 00 for ever yone .
by reta inin g the
The Hous e bill bene fits fam ilies who item ize
paid
rest
inte
stat e and loca l tax dedu ction and more
plus $20, 000
home
dedu ction s (int eres t on mort gage on seco nd
cap on othe r inte rest for marr ied coup les).
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o

The Preside nt would limit intere st paid deduct ions to
intere st on a mortgag e on a princip al residen ce plus $5,000 .

o

Howeve r, familie s will reach the 35% bracke t $22,000 sooner
under the House bill than under the Presid ent's propos al,
adjusti ng for compu tationa l differe nces.

Anti-sa vings?
o

The House bill reduce s the maximum annual deferr al of
A
compen sation under a 40l{k) plan from $30,000 to $7,000 .
ees
employ
40l{k) plan is a profit sharing plan which allows
to elect to defer part of their compen sation.

0

The Presid ent's plan would repeal the 40l{k) plan provisi on
entirel y.

o

The House bill does not provide any spousa l IRA and, in fact,
reduces IRA's for employ ees who partici pate in a 40l{k) plan.

o

The Presid ent would provide for an additio nal $2,000 maximum
deduct ion for contrib utions to an IRA on behalf of a spouse
who works in the home.

0

"':

The House bill reduce s the amount of annual deduct ible
contrib utions to compan y pension and profit- sharin g plans.
It
But, import antly, it reinsta tes indexin g of these limits.
is diffic ult to say that funding for a $77,000 annual
retirem ent benefi t is not a suffic ient tax-adv antage d start
People still can save more on an
to a good retirem ent.
after-t ax basis.

o

The Preside nt has not propos ed reducin g the annual
contrib ution limits.

o

The House bill raises the effecti ve maximum individ ual tax
rate on long-te rm capita l gains from 20% to 22%.

o

The Presid ent's propos al lowers the long-te rm capita l gains
rate for individ uals to 17.5%.
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Effe ctiv e Date Res olut ions
o

0

0

Sens e of the Hous e
On Dece mber 17, the Hous e agre ed to a
inst ruct ing the
reso luti on offe red by Congress~an Mic hel and Mean s to
chai rma n and rank ing mem ber of the Ways
ber of the Fina nce
work with the chai rman and rank ing mem
to prep are and
Com mitt ee and the Sec reta ry of Trea sury
of tax refo rm
list
make pub lic by the end of this year a
il Janu ary
unt
e
item s whic h shou ld not beco me effe ctiv
1987 .
to disc uss
To date , the prin cipa ls have not sat down ive effe ctiv e
pect
pros
pos sibl e item s whic h shou ld have a
ed to get
The ir staf fs have not yet been inst ruct
date .
er.
eith
ons
ussi
toge ther for any prel imin ary disc
d abou t pos sibl e
Sen ator Pack wood is evid entl y conc erne
were rele ased
nt
eme
stat
t
"run on the bank " if a join
be effe ctiv e
not
will
ges
indi cati ng that cert ain chan
unt il some futu re date .
to a reso luti on
On Dece mbe r 19, the Sen ate also agre ed
h I offe red for
on effe ctiv e date s. The reso luti on whic
our goa l
mys elf and 55 of my coll eagu es says that
Janu ary 1,
of
date
e
ctiv
gen eral ly shou ld be an effe
to pro tect
date
that
from
If we have to diff er
1987 .
cts caus ed
affe
ed
tend
unin
taxp ayer s or the Trea sury from
it.
do
will
we
then
by majo r chan ges in tax poli cy,
t
abou
on
go
to
able
be
ld
But, in gen eral , peop le shou
we
le
whi
law
ent
pres
thei r busi ness rely ing on
deli bera te its futu re.
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Possible Senate Schedule
0

It will probably take until July or August before a tax
bill can work its way through the Senate, conference,
and be sent to the President.

0

Actual markup in the Finance Committee will not begin
until after the Lincoln Birthday break which end
February 17th.

0

Senator Packwood probably will try to get a bill out of
Committee by the Easter break which is tentatively
scheduled to begin March 27th.

0

There will need to be some time for drafting before we
can schedule the measure for Senate floor action. Thus,
although it is possible that we could begin floor action
after the Easter break, it may have to be delayed a
little.

o

To be realistic, we probably will have to spend most of
June on the Senate floor, leaving the time between the
4th of July and the August recess for conference and
final passage.
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BUSINESS TRANSFER TAX

..

-::

·
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o
the pa yr oll tax cr ed it,
rev en ue tha n a BTT wi th ar at a ra te be tw een 7 an d 10
ye
ov er $1 00 bi lli on pe r
pe rce nt.
th at it
or of the BTT are (1)
fav
in
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wo uld all ow
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o
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o

o
0

o

If the BTT direc tly
The trade benef it is also overs tated.
r Roth's payro ll
Senato
as
such
replac es a presen t law tax,
might be some
there
e,
tax credi t altern ative would provid
produc ed
tically
domes
of
Prices
short- term trade benef it.
of impor ts
prices
but
U.S.,
the
in
goods should not increa se
course ,
(Of
sive.
expen
more
subjec t to the BTT would become
U.S.
allow
could
goods
uced
the highe r cost of foreig n-prod
ts).
profi
se
increa
to
produ cers to raise prices also,
Howev er, wheth er or not the BTT is GATT -legal, we should
expec t our tradin g partne rs to retali ate fairly quick ly.
of a
Finall y, the BTT suffer s from the tradit ional critic isms
It is unfair to lower income indivi duals who have to
VAT.
It is
spend more of their income s than wealt hier taxpay ers.
is
it
And
a new, hidden tax that can be easily increa sed.
need
would
The IRS estim ates it
admin istrati vely comple x.
20,000 new emplo yees to
and
year
per
more
n
$700 millio
admin ister a VAT.
It was proble ms like these that caused the Presid ent to
reject a VAT as part of his tax reform packag e.
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