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THE WHITE HOUSE 

WAS HI NGTO N 

November 13, 1981 

MEETING WITH AMERICAN ASSOCIATION OF MINORITY 
ENTERPRISE BUSINESS INVESTMENT COMPANIES 

DATE: 
LOCATION: 
TIME: 

FROM: 

November 16, 1981 
Roosevelt Room 
11:30 - 11:50 a.m.:..,_~ 

Elizabeth H. Dol~ 

I. PURPOSE: To thank the American Association of Minority 
Enterprise Business Investment Companies (AA-MESBICs) for 
their past support and motivate them to remain active in 
their support of your economic programs. 

II. BACKGROUND: The AA-MESBICs has been one of the few minority 
organizations which has wholeheartedly and actively supported 
your Administration. 

Founded in 1971, AA-MESBICs represents 128 firms owned by 
minorities and accepts, as associates, other individuals 
and organizations committed to the Association's goals of 
developing minority business. The group fosters capital 
formation and promotes the development of capital for the 
small business community. The organization also functions 
as a research and information resource. It conducts seminars 
with the National Association of Minority Trade Association 
Executives and the Minority Venture Capital Foundation, Inc. 
The Group will be briefed prior to your arrival by Murray 
Weidenbaum, Norm Ture and Elizabeth Dole. 

III. PARTICIPANTS: See attached list. 

IV. PRESS PLAN: Open press coverage. 

V. SEQUENCE OF EVENTS: 

11:30 - 11:35 a~m. As you enter the Roosevelt Room, you 
take your seat and await the arrival 
of the press pool. 

11:35 - 11:45 a.m. You offer brief remarks and accept 
several questions. 

11:45 - 11:50 a.m. On departing, you will pause for a hand­
shake and photo with each of the guests 
as they depart. 

11:50 a.m. You return to the Oval Office. 

Attachments: Talking Points 
List of Participants 



TALKING POINTS 

The economic, social and political climate of this decade 

will provide both formidable challenges and intriguing 

opportunities for the MESBIC program. 

Capital formation is essential to the strength of our 

free enterprise system and of extreme importance in any 

economic revitalization efforts. You can count on our 

assistance in improving access to those existing capital 

sources which have traditionally been under-utilized by 

minority business. 

A Cabinet Council Working Group on Small Business Policy, 

headed by Senior Policy Advisor Dan Smith, is currently 

reviewing federal minority business policy. We are 

exploring how the government can appropriately encourage 

equity investment in minority business. 

I applaud your efforts in working with the industrial, 

financial and business sectors to identify alternatives 

for capital formation, and I thank you for all your support 

over these past months. Your work, along with that of 

many others, will help America's economy recover its 

former strength. Thanks to organizations such as yours, 

we have the mechanism in place to scale new heights of 

economic success. 



PARTICIPANTS 

Patrick Owen Burns, Minority Equity Capital Co., Inc. 
Robert A. Corney, Tower Ventures, Inc. 
Richard Cummings, Alliance Enterprise Corporation 
Walter Durham, MESBIC Financial Corp. of Dallas 
James Fletcher, The Neighborhood Fund, Inc. 
Michael Gallie, Urban National 
William R. Hamilton, MCA New Ventures, Incorporated 
James F. Hansley, Vanguard Investment Co., Inc. 
Duane E. Hill, Equico Capital Corporation 
Patric Jones, The Urban Fund of Illinois 
Patricia D. Jacobs, American Association of MESBICS 
Curtis Mcclinton, Development Management Group 
Walter McMurtry, Independence Capital Formation 
Ricardo J. Olivarez, Business Equity & Dev. Corp. 
Gilbert Padilla, Talacu Investment Co., Inc. 
Kirk w. Saunders, Norfolk Investment Co., Inc. 
JoAnn H. Price, American Association of MESBICS 
Charles Stanley, Amistad DOT Venture Capt. Inc. 
Peter Thompson, Opportunity Capital Corp. of CA 
Herbert Wilkins ' 
Alphonso Witfield 
Dr. Lewis Wright 
Mrs. Winnifred Wright 

American Association of MESBICs Staff 

Mryna Gary Barrow 
Beatrice Welters 
Doris Yin 
Diane Thomas 
Joanne Williams 
Dorothy Sankey 
Kay Storck 
Roy Lewis 

Administration 

Elizabeth H. Dole 
Murray Weidenbaum 
Dr. Norman B. Ture 
Meredith Meecham 
Thelma Duggin 
Henry Zuniga 
Dan Smith 
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THE WHITE HOUSE 

WASHINGTON 

INTERVIEW WITH DON LAMBRO, SYNDICATED COLUMNIST 

DATE: 
LOCATION: 
TIME: 

FROM: 

I. PURPOSE 

November 16, 1981 
Oval Off ice 
3cl5 pm 

Larry Speakes~ 

To be interviewed by Don Lambro on general topics. 

II. BACKGROUND 

Mr. Lambro would like to discuss topics such as the budget 
cutting proposals status as of Septerrber, and what has happened 
to them. He also would like to talk about the economy, and 
politics. 

Mr. Lambro is a syndicated colllP.lnist for United Feature Syndicate. 
His column is carried by approximately 100 newspapers around 
the country. He is the author of "Fat City, How Washington 
Wastes Your Taxes," from which the President has quoted. 

III. PARTICIPANTS 

The President 
Don Lambro 
Larry Speakes 

IV. PRESS PLAN 

White House photographer only. 
WHCA will record the interview and provide a transcript to 

Mr. Lambro and also to the Press Office. 

Depending on what comes out of the interview, Mr. Lambro will 
either write a story for inunediate release on Tuesday morning, 
November 17, or will write about the interview in his regular 
column on \vednesday, November 18, which will be released the 
following Monday, November 23. 

V. SEQUENCE OF EVENTS 

After opening pleasantries are exchanged between the President 
and Mr. Lambro, the interview will take place. 
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PROSPECT'S FOR OCCNCMIC ROCQVERY 

These past few days have brought some of the most dismal 
econgnic news of vour administration: 

- Unemployment at the highest level in almost 6 years; 
black unemployment at record levels. 

- 1 million more out of work than in July. 
- Autos had lowest October sales since 1958. 

Index of leading economic indicators had sharpest 
drop in 19 months. 

Qbviously, this is no longer a sljoht or sha}low recession, 
What's oone wrong? And when will it be p,lt right? 

It has been a matter of great concern to me that we've slipped 
into a deeper recession than almost anyone anticipated a few 
months ago. And my economic advisers say that we can expect 
at least a few more months of disap:pointing news (e.g., un­
employment may go somewhat higher) • 

This is a consequence of ooth the inflation and high interest 
rates we inherited - and our efforts to bring them down. 

High interest rates badly hit the auto and housing 
industries, for example, helping to tip us into 
recession. 
Need for monetary restraint to combat inflation has also 
slowed the economy. 

Thus, what we're really doing today is paying price for sins 
of the past. 

Fortunately (and unlike some occasions in the past), we have 
b.een able over these past few months to lay a foundation for 
good economic recovery in 1982: 

o.ir tax cuts will provide more and more stimulus as time 
goes on; 
Continuing drop in interest rates should bring revival 
in housing, autos, elsewhere. 
Higher defense spending should also provide stimulus. 

With this foundation in place, my advisors and, incidentally, 
many private econanists - now foresee recovery beginning in 
the spring - or certainly by the St.mlmer of 1982. 

-4-



EX:CNCT'1IC AND BUtGEI' ISSUES 

Does your statement that the budaet will not be balanced in 
fiscal year '84 mean a basic change in your economic program? 
Wben will the budget be balanced? 

There has been no change in our basic economic recovery 
program. The tax cuts will be phased-in on schedule. 
Spending reductions will continue. Will continue to 
suPIX?rt monetary restraint to reduce inflation. 

Achieving a balanced budget remains an essential elsnent of 
our program. The current recession, inccrnplete cooperation 
from Congress on spending control, the lingering of high 
interest rates and the welcome progress on inflation -­
have all added to the deficit size. 

May now take a while longer for the revenue line and 
expenditure line to meet. 

But, as I have said before a trillion dollar national debt 
ought to be ample warning that deficit financing must be 
eliminated as soon as possible -- consistent with other 
elements of our program. 

Will not relax the pressure against excess government 
spending until our balanced budget goal is achieved. 

Do vou still expect to achieve your deficit goal of $43 billion 
in FY '82? Hasn't the recession made that taroet obsolete? 

No denying that the unfolding recession will significantly 
reduce revenues and automatically increase spending for 
unemployment and related programs. 

While the depth and duration of the current slow-down are 
still uncertain, it is fair to say that our 1982 deficit 
goal has been overtaken by econanic events. 

-- Does not mean we have abandoned our intention to hold down 
FY '82 spending or achieve the savings I proposed in 
September. 

Congress has not yet sent me one regular approorjations 
bill - and one month of the fiscal year is already over. 
MQ§t of the F€flding bills are way over my Sept6Tlber budget 
request. 

-5-



Let me be very firm on this point. I will not permit a 
temporary increase in the deficit due to recession to 
become an excuse for budoet-busting on Capitol Hill. 

-- excessive spending this year will only make it more 
difficult to reduce the deficit in future years • . 

Economic conditions have temporarily changed, but our 
on-going battle against over-spending will not cease for a 
moment. 

Chairman Pornenici and other Senate Republicans baye orocosed a 
$190 billion tbree-vear packaae of spending and entitlenent cuts 
and revenue increases which they sav will balance the budget in FY 
'84. Are you opp;:isina or supporting this plan -- including the 
$85 billion in tax increases? 

-- We are sticking to our comprehensive plan for economic 
recovery and will not deviate on account of temporary 
conditions. 

Plan always called for additional savings this year - above 
and beyonnd the $35 billion already passed -- and 
additional savings totaling nearly $75 billion in FY '83 
and FY '84. 

The Senate plan incorporates most of these planned savings; 
is a most welcome initiative. 

Have indicated that tax increases in FY '82 would 
be counter-productive; could interfere with the stimulus 
from the scheduled income and business tax reductions next 
year. 

For the out-years, willing to consider modest revenue 
measures~ but only if they are packaged with the major 
additional spending reductions essential to reduce the 
deficit and ensure success of our overall economic program. 

Senate leadership, including Senator Domenici, shares this 
view. We are not far apart. We are now working on 
questions of detail, legislative strategy and timing. 

Recent reports suagest the deficit picture for FY '83 
and FY' 84 has worsened dramaticallv, The Senate Buda et 
Corrmittee puts tbe FY '84 deficit at SlOO billion. House 
Budget saYS Sl30 billion, And there have been reports 
that internal Administration projections go as high as 
$145 billion. Are these figures valid? Does your 
program not add-up after all? 

-6-



Olr program will add-up if we can start 
subtracting from some of this reckless 
s:i;eculation. 

First, these deficit projections all depend UIPD 
econgnic assumotions about inflation, interest 
rates, economic growth and unemployment. Given 
the rapid changes new occuring in the econany, it 
will be some time before we baye a cgnplete a.nQ 
reliable picture of the econanic and budget 
outlook two or three years down the road. 

- still confident program will promote a 
strong and sustained recovery next year and 
that some of the more pessimistic budget 
projections will not materialize. 

Second, these projections all assume business as 
usual on future spending. Well, that just won't 
~ 

- now reviewing the entire budget for FY '83 
and FY '84. Major new savinos, rnanaoement 
econgnies, and proararn reductions will be 
identified and prot:0sed in January budaet 
rnessaoe. 

- when these savings are incort:0rated in the 
FY '83 and FY '84 budget projections the 
out-year deficit numbers will be reduced 
sharply. 

- I can tell you this: New budoet presented 
in January will quiet speculation about 
SlOO billion out-vear deficits. OJr plan 
calls for a steady reduction of the deficit 
- moving toward the goal of a balanced 
budget, On tbat I will not retreat. 

Your budaet advisors have indicated that the House and 
Senate Aooropriations Committees have not achieved any of 
the savings from- the 12 percent cut you oroposed on 
September 24th, Moreover, the First Continuing 
Resolution will expire in less than two weeks. What will 
you do if confronted with a Second Continuino Resolution 
that incorporates these higher spending levels and 
essentially ignores your September savings proposals? 

-7-



Have made my strong concern a.bout this knC&D to 
House and Senate leadership -- as recently as last 
Friday. Am confident that before November 20th, 
they will send regular appropriations bills or a 
tenporary continuing resolution that achieves a 
substantial proportion of these savings. 

Also have reiterated a fi1;m warning that budaet­
busting spending bills -- especially in light of 
the worsening deficit projections -- will be 
candidates for a veto. No appropriation bill or 
continuing resolution will be exempt from that 
test. 

FARM BITJ. 

Po vou consider the pending farm bill a budaet-buster? 
And if so. will you veto it? 

Have always said I will evaluate bills when they 
arrive on my desk; applies to the farm bill like 
all others. 

Last week I met with the House and Senate 
Agriculture Cormnittee members and urged them to 
write a balanced conference bill -- one that 
responds to legitimate farm sector needs for 
better prices. but does not threaten the 
budaet with bigger deficits and the economy with 
higher interest rates. 

They all agreed that the best help for American 
farmers is reduced government spending, inflation 
and interest rates. 

- as written, the Senate bill meets that 
criterion. 

- House bill would add nearly SS billion to 
the deficit over next sever al years. I 
insisted that the conference report be in 
line with the Senate bill and they pledged 
to achieve that goal. 

- In the final analysis, we cannot afford a 
budget-busting farm bill. No part of the 
budget is going to be exenpt f rorn restraint. 

-8-



ENTITLEMENTS REFORM PACKAGE 

There have been rep:::?rts tbat the $27 billion entitlement reform 
packaae you promised on September 24th will include reductions in 
Medicaid. Medi9are. Food Stamps and AFOC. won't these additional 
reductions jeopardize the social safety net? 

-- petajls of the entitlEIDent reform package are still under 
review - so I will not indicate what programs are going to 
be changed at this time. 

-- However, I must insist that we remain committed to the 
social safety net - the concept that people without means 
of their own or the capacity to work deserve and will 
continue to receive government assistance. 

As before, entitlEIDent reforms will be directed to abuse, 
benefits for the non-needy and program oyerlap 
and duplication. 

- We proved in last summer's budget reconciliation bill, and 
will demonstrate again, that the runaway arowth of 
entitlement spendina can be curbed while maintaining 
suocort for tbe truly neeay. 

520 BTI.LICN LOAN GJABANTEE RElJQCTICN 

Last week you announced a 520 billion reduction in Federal Loan 
auarantees. Yet Sl6 billion or 80 percent was taken from GNMA 
which supports the home mortaaae market. With housing starts at 
nearly an all-time low, hCM can this action be justified? 

First, the number one affliction in the housing market 
today is not inadequate government programs, 
but excessively high mortgage interest rates. By 
reducing aoverrnnent borrowing in all of its forms -- we 
will reduce financial market pressures and reduce interest 
rates, 

L<;&er interest rates are the best housing program we can 
p:::?ssibly offer at the present time. 

Second, we have the old familiar case as to whether the 
glass is half Empty of half full. Even a£ter the QqMA 
cutback, the authorized commitment level for FY '82 will 
be $48 billion, That is double the actual take-down level 
of 1981 and will fully accomodate the hope for recovery of 
the housing market next year. 

-9-



finally, the fact rST1ains that loan cuarantees are a form 
of back-door spending, and they have exoloded out of 
control during the last four years. 

- 43 percent of all funds available in the 
private credit ~zrket will be c.bsorbed by 
Treasury borra~ina or covernment 
sp:>nsored borra..:ing. 

Our economic recovery program required that this huge 
absorption of funds be reduced so that industrial firms, 
small business, home-builders and fanr~rs can finance their 
operations and expansion plans at affordable rates. 

- s20 billion loan guarantee reduction package is the 
first instal1Jnent of an on-coina effort to oet Uncle 
Sam's sharp elbows out of the credit rrarket. 

-10-
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THE WHITE HO USE 

W AS H ING T O N 

November 13, 1981 

MEETING WITH AMERICAN ASSOCIATION OF MINORITY 
ENTERPRISE' BUSINESS INVESTMENT COMPANIES 

DATE: 
LOCATION: 
TIME: 

FROM: 

November 16, 1981 
Roosevelt Room 
11:30 - 11:50 a.m.:_~ 

Elizabeth H. Dol~ 

I. PURPOSE: To thank the American Association of Minority 
Enterprise Business Investment Companies (AA-MESBICs) for 
their past support and motivate them to remain active in 
their support of your economic programs. 

II. BACKGROUND: The AA-MESBICs has been one of the few minority 
organizations which has wholeheartedly and actively supported 
your Administration. 

Founded in 1971, AA-MESBICs represents 128 firms owned by 
minorities and accepts, as associates, otfler-- individuals 
and organizations committed to the Association's goals of 
developing minority business. The group fosters capital 
formation and promotes the development of capital for the 
small business community. The organization also functions 
as a research and information resource. It conducts seminars 
with the National Association of Minority Trade Association 
Executives and the Minority Venture Capital Foundation, Inc. 
The Group will be briefed prior to your arrival by Murray 
Weidenbaum, Norm Ture and Elizabeth Dole. 

III. PARTICIPANTS: See attached list. 

IV. PRESS PLAN: Open press coverage. 

V. SEQUENCE OF EVENTS: 

11:30 - 11:35 a.m. As you enter the Roosevelt Room, you 
take your seat and await the arrival 
of the press pool. 

11:35 - 11:45 a.m. You offer brief remarks and accept 
several questions. 

11:45 - 11:50 a.m. On departing, you will pause for a hand­
shake and photo with each of the guests 
as they depart. 

11:50 a . m. You return to the Oval Office . 

Attachments: Talking Points 
List of Participants 



TALKING POINTS 

The economic, social and political climate of this decade 

will provide both formidable challenges and intriguing 

opportunities for the .MESBIC program. 

Capital formation is essential to the strength of our 

free enterprise system and of extreme importance in any 

economic revitalization efforts. You can count on our 

assistance in improving access to those existing capital 

sources which have tradi tionally been under-utilized by 

minority business. 

A Cabinet Council Working Group on Small Business Policy, 

headed by Senior Policy Advi;~·; Dan S~ith , · i'~ " ~urre~ti;--·-

reviewing federal minority business policy. We are 

exploring how the government can appropriately encourage 

---~------ -----~~~~--------------------equity investmei1'ti""n minority business. 

I applaud your efforts in working with the industrial, 

financial and business sectors to identify alternatives 

for capital formation, and I thank you for all your support 

over these past months . Your work, along with that of 

many others, will help America's economy recover its 

former strength. Thanks to organizations such as yours, 

we have the mechanism in place to scale new heights of 

economic success. 



PARTICIPANTS 

Patrick Owen Burns, Minority Equity Capital Co., Inc. 
Robert A. Corney, Tower Ventures, Inc. 
Richard Cummings, Alliance Enterprise Corporation 
Walter Durham, MESBIC Financial Corp. of Dallas 
James Fletcher, The Neighborhood Fund, Inc. 
Michael Gallie, Urban National 
William R. Hamilton, MCA New Ventures, Incorporated 
James F. Hansley, Vanguard Investment Co., Inc. 
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NOTE: 

THE W HITE HOUSE 

WASHINGTON 

More material on the 
Don Lambro interview 
will be available 
Monday morning from 
OMB. 



THE WHITE HOUSE 

WASHINGTON 

COPY - . origirial delivered 
to President previously 

INTERVIEW' WITH DON LAMBRO, SYNDICATED COLUMNIST 

DATE: November 16, 1981 
LOCATION: Oval Office 
TIME: 3el5 pm 

FROM: Larry Speakes~ 

I. PURPOSE 

To be interviewed by Don Lambro on general topics. 

II. BACKGROUND 

Mr. Lambro would like to discuss topics such as the budget 
cutting proposals status as of Septe~ber, and what has happened 
to them. He also would like to talk about the economy, and 
politics. 

Mr. Lambro is a syndicated colUI!lilist for United Feature Syndicate . 
His column is carried by approximately 100 newspapers around 
the country. He is the author of "Fat City, How ·Hashington 
Wastes Your Taxes," from which the President has quoted. 

III. PARTICIPANTS 

The President 
Don Lambro 
Larry Speakes 

IV. PRESS PLAN 

White House photographer only. 
WHCA will record the interview and provide a transcript to 

Mr. Lambro and also to the Press Office. 

Depending on what comes out of the interview, Mr. Lambro will 
either write a story for immediate release on Tuesday morning, 
November 17, or will write about the interview in his regular 
column on Wednesday, November 18, which will be released the 
following Monday, November 23. 

V. SEQUENCE OF EVENTS 

After opening pleasantries are exchanged between the President 
and .Mr. Lambro, the interview wi 11 take place. 
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PROSPECT'S FOR ECCNCMIC REX:QJERY 

Tbese past few days have brought some of the most dismal 
econqnic news of vour administration: 

- Unemployment at the highest level in almost 6 years; 
black unemployment at record levels. 

- 1 million more out of work than in July. 
- Autos had lowest October sales since 1958. 
- Index of leading economic indicators had sharpest 

drop in ·l9 months. 

Obviously, this is no lonaer a sliaht or sha1low recession. 
What's aone wrong? And when will it be put right? 

It has been a matter of great concern to me that we've slipped 
into a deeper recession than almost anyone anticipated a f 51 

months ago. And my economic advisers say that we can expect 
at least a feN rrore months of disapp::>inting news (e.g., un­
employment may go someNbat higher) • 

This is a consequence of both the inflation and high interest 
rates we inherited - and our efforts to bring then down. 

- High interest rates badly hit the auto and housing 
industries, for example, helping to tip us into 
recession. 

- Need for monetary restraint to combat inflation has also 
slowed the econany. 

Thus, what we're really doing today is paying price for sins 
of the past. 

Fortunately (and unlike some occasions in the past), we have 
been able over these past f 51 months to lay a foundation for 
good economic recovery in 1982: 

- Olr tax cuts will provide more and more stimulus as time 
goes on; 

- Continuing drop in interest rates should bring revival 
in housing, autos, elseNhere. 

- Higher defense spending should also provide stimulus. 

With this foundation in place, my advisors and, incidentally, 
many private econanists - now foresee recovery beginning in 
the spring - or certainly by the summer of 1982. 
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EX:t:NCMIC AND BUIX;ET ISSUES 

Does your statement that the budaet will not be balanced in 
fiscal year '84 mean a basic change in your economic program? 
Wben will the budget be balanced? 

-- There has been no change in our basic economic recovery 
program. The tax cuts will be phased-in on schedule. 
SOendina reductions will continue. Will continue to 
support monetary restraint to reduce inflation. 

-- Achieving a balanced budget renains an essential elenent of 
our program. The current recession, incomplete cooperation 
from Congress on spending control, the lingering of high 
interest rates and the welcome progress on inflation -­
have all added to the deficit size. 

May now take a while longer for the revenue line and 
expenditure line to meet. 

But, as I have said before a trillion dollar national debt 
ought to be ample warning that deficit financing must be 
eliminated as soon as possible -- consistent with other 
elements of our program. 

Will not relax the pressure against excess government 
spending until our balanced budget goal is achieved. 

Do vou still expect to achieve your deficit goal of $43 billion 
in fY '82? Hasn't the recession made that taraet obsolete? 

No denying that the unfolding recession will significantly 
reduce revenues and automatically increase spending for 
unenployment and related programs. 

While the depth and duration of the current slow-down are 
still uncertain, it is fair to say that our 1982 deficit 
goal has been overtaken by economic events. 

-- Does not mean we have abandoned our intention to hold down 
FY '82 spending or achieve the savings I proposed in 
Septenber. 

-- Congress has not yet sent me one regular approoriations 
bill -- and one month of the fiscal year is already over. 
~ of the pending bills are way over my September budget 
request. 
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Let me be very firm on this p6int. I will not oeonit a 
temporary increase in the deficit due to recession to 
become an excuse for budaet-busting on Capitol Hill. 

-- excessive spending this year will only make it more 
difficult to reduce the deficit in future years. 

-- Econ'omic conditions have temporarily changed, but our 
on-going battle against over-spending will not cease for a 
moment. 

Chairman Pomenici and other Senate Republicans haye orot:XJsed a 
5190 billion tbree-vear packaae of spending and entitlenent cuts 
and revenue increases which they sav will balance the budget in FY 
'84. Are you opp:isina or supporting this plan -- including the 
$85 billion in tax increases? 

-- We are sticking to our comprehensive plan for economic 
recovery and will not deviate on account of temporary 
conditions. 

Plan always called for additional savings this year - above 
and beyonnd the $35 billion already passed -- and 
additional savings totaling nearly $75 billion in FY '83 
and FY '84. 

The Senate plan incorporates most of these planned savings; 
is a most welcome initiative. 

Have indicated that tax increases in FY '82 would 
be counter-productive; could interfere with the stimulus 
from the scheduled income and business tax reductions next 
year. 

For the out-years, willing to consider modest revenue 
measures~ but only if they are packaged with the major 
additional spending reductions essential to reduce the 
deficit and ensure success of our overall economic program. 

Senate leadership, including Senator Dornenici, shares this 
view. We are not far apart. we are now working on 
questions of detail, legislative strategy and timing. 

Recent reports suagest the deficit picture for FY '83 
and FY' 84 has worsened dramaticallv. The Senate Buda et 
Corrmittee puts tbe FY '84 deficit at $100 billion. House 
sudaet saYS $130 billion. And there have been reports 
that internal Administration projections go as hiah as 
S145 billion. Are these figures yalid? Does your 
program not add-up after all? 



cur program will add-up if we can start 
subtracting from some of this reckless 
speculation. 

-- First, these deficit orojections all depend Ut=QD 

econgnic assumptions about inflation, interest 
rates, economic growth and unenployment. Given 
the rapid changes new occuring in the econany, it 
will be some time before we have a cc:mplete and 
reliable picture of the econanic and budget 
outlook two or three years down the road. 

- still confident program will promote a 
strong and sustained recovery next year and 
that some of the more pessimistic budget 
projections will not materialize. 

Second, these projections all assume business as 
usual on future spending. Well, that just won't 
~ 

- now reviewing the entire budget for FY '83 
and FY I 84. Major new savinas r Tl',anaaement 
econgnies, and proaram reductions will be 
identified and proi::csed in January budaet 
rnessaae. 

- when these savings are incorporated in the 
FY ' 83 and FY ' 84 budget projections the 
out-year deficit numbers will be reduced 
sharply. 

- I can tell you this: New budoet presented 
in January will qujet speculation about 
SlOO billion out-vear deficits. Our plan 
calls for a steady reduction of the deficit 
- moving toward the aoal of a balanced 
bµdget, On tbat I will not retreat. 

Your budaet advisors have indicated that the House and 
Senate AooroPriations Committees have not achieved any of 
the savings from the 12 percent cut you proposed on 
Septenber 24th. Moreover, the First Continuing 
Resolution will expire in less than two weeks. What will 
you do if confronted with a Second Continujno Resolution 
that incorporates these higher spending levels and 
essentially ignores vour September savings proposals? 

-7-



Have made my strong concern about this known to 
House and Senate leadership -- as recently as last 
Friday. Am con£ident that before November 20th, 
they will send regular appropriations bills or a 
temporary continuing resolution that achieves a 
substantial proportion of these savings. 

-- Also have reiterated a fiJ;m warning that budaet­
busting spending bills -- especially in light of 
the worsening deficit projections -- will be 
canaidates for a veto. No appropriation bill or 
continuing resolution will be exempt from that 
test. 

FARM BTIJ. 

Do vou consider the pending farm bill a budcet-buster? 
And if so. will you veto it? 

Have always said I will evaluate bills when they 
arrive on my desk; applies to the farm bill like 
all others. 

Last week I met with the House and Senate 
Agriculture Cormnittee members and urged them to 
write a balanced conference bill -- one that 
reswnds to legitimate farm sector needs for 
better prices. but does not threaten the 
b!Jdaet with bigger deficits and the economy with 
higher interest rates. 

They all agreed that the best help for American 
farmers js reduced government spending. inflation 
and interest rates. 

- as written, the Senate bill meets that 
criterion, 

- House bill would add nearlv SS billion to 
the deficit over next se

0

veral vears. I 
insisted that the conference report be in 
line with the Senate bill and they pledged 
to achieve that goal. 

- In the final analysis, we cannot afford a 
budget-busting farm bill. No part of the 
budget is going to be exempt f rorn restraint. 



ENTITLEMENTS REFORM PACKAGE 

There have been reports tbat the S27 billion entitlement reform 
packaae you promised on Septariber 24th will include reductions in 
Medicaid. Medicare, Food Stamps and AFDC· Won't these additional 
reductions jeopardize the social safety net? 

-- Details of the entitlement reform package are still under 
review - so I will not indicate what programs are going to 
be changed at this time. 

-- However, I must insist that we remain conunitted to the 
social safety net - the concept that people without means 
of their own or the capacity to work deserve and will 
continue to receive government assistance. 

- As before, entitlement reforms will be directed to abuse, 
benefits for the non-needy and program oyerlap 
and duplication. 

- We proved in last stJITimer's budget reconciliation bill, and 
will demonstrate again, that the runaway arowth of 
entitlement spendina can be curbed while maintaining 
sug:g:>rt for tbe truly needy. 

$20 BIT.I.ICN LOON <lJARAN'l'EE REDQCTICN 

Last week you announced a $20 billion reauctjon in Federal Loan 
auarantees. Yet Sl6 billion or 80 percent was taken from GNMA 
which su:Q9'.)rts the home mortoage market. With housing starts at 
nearly an all-time low. how can tbis action be justified? 

First, the number one affliction in the housing market 
today is not inadequate government programs, 
but excessively high mortgage interest rates. By 
reaucinq aovernrnent borrowing in all of its forms -- we 
will reduce financial market pressures and reduce interest 
rates. 

I,cwer interest rates are tbe best housing program we can 
t:ossibly offer at the present ti.me. 

Second, we have the old familiar case as to whether the 
glass is half empty of half full. E.Yen after the GNMA 
cutback, the authorized commitment level for FY '82 will 
be $48 billion, That is double the actual take-down level 
of 1981 and will fully accomodate the hope for recovery of 
the housing market next year. 



finally, the fact renains that loan cuarante->....s are a form 
of back-door spendina, and they have exoloded out of 
control during the last four years. 

- 43 percent of all funds available in the 
private credit m~rket will be c.bsorbed by 
Treasury borrcr..,ina or covemment 
sponsored borrCJ"..o."ing. 

Our economic recovery program required that this huge 
absorption of funds be reduced so that industrial fions, 
small business, home-builders and fa.!:!ners can finance their 
operations and expansion plans at affordable rates. 

- s20 billion loan guarantee reduction package is the 
first installment of an on-aoina ei'=fott to cet Uncle 
Sam's sharp elbows out of the credit rrarket. 


