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to: Morton Blackwell 

Department 
of the Treasury 
Public Liaison and 

8/16/82 Consumer Affairs room: ___ date:-'--: ___ _ 
Washington, D.C . 
20220 

The attached is a summary of the 
Conference Agreement on the Tax 
Equity and Fiscal Responsibility Act of 
1982. As additional information is 
available, I will forward it to you. 

Cynthia J. Powell 
Special Assistant to 
the Assistant Secretary 
room 2327 
phone 566-9075 
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Second Preliminary ~raft 
August 15, 1982 
6: 00 pm 

TAX EQUITY AND FISCAL ,ESPONSIBILITY ACT OF 1982 

SUMMARY OF CONFERENCE AGREEMENT 

Co~flience and Collection Measures 

o The bill contains ~easures to reduce the so-called tax 
'gap from noncompliance a!'ld to facilitate the · 
collection of taxes already ot.ied. These include 
provisions to improve and expand information reporting 
to the IRS, increase penalties tor noncompliance, 
change interest computation rules, revise pension 
withholding, and allow partner&hip level audits. The 
bill requires that all bonds (both tax-exempt and 
taxable) be issued in registered form after December 
31, 1982. The bill further provides rules for access 
to tax information for use in Federal nontax criminal 
investigations and prosecutions. 

o In lieu of limiting deductions for business meals, the 
conference agreement substitutes a provision requiring 
food establishments to ,:e~ort gross re,ceiptes and tip 
information to the IRS. After April 1, 1983, an 
establishment must allocate B percent of gross 
receipts among its tipped employees unless they 
already have reported tip income equal to this amount. 

o The payment of corporate estimated income taxes is 
accelerated by changes which include increasing 
payments from 80 to 90 percent of the actual tax due 
and reguiri.ng all remaining tax to be paid on the 
return due date. The conference agreement provides 
special rules for seasonal industries. 

o Withholding at a flat rate of 10 percent will be 
required on payments of intere&t and dividends after 
June 30, 1983. Special rules are provided to minimize 
the financial and admin&trative burdens on financial 
institutions adjusting to the aystem, including 
authority to the Treasury for the first aix months 
after the provision is in place to waive withholding 
requirements for various payers. Interest payments of 
$150 or less on an annual basis are exempt. Low 
income individuals whose tax liability for the prior 
year did not exceed $600 ($1,000 on a joint return) 
are exempt, as are individuals age 65 or over with tax 
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liabilities not exceeding $1,500 ($2,500 for married 
couples filing jointly). This exempts those over 65 
wit~ adjusted gross incomes in 1984 of less than 
$14,450 ($24,214 on a joint return). · 

o Direct sellers and licensed real estate agents are 
excluded from the definition of employee for 
employment tax purposes •. The moratorium on 
reclassification of independent contractors as 
employees is extended, pending further Congressional 
action. 

Reductions in Unintended or Unwarranted Tax Benefits 

o Individual .Minirr.um Tax. To insure that individuals 
making extensive use of tax preferences pay a minimum 
level of tax, the bill strengthens the existing 
alternative ~inimurn tax on individuals by shifting to 
that tax base items currently subject to the add-on 
individual minimum tax and by adding several new items 
to the list of tax preferences. Interest on 
tax-exempt bonds is not a preference item. The 
existing add-on individual minimum tax is repealed. 
The conference bill applies a flat 20 percent rate to 
all preferences in excess of $30,000 for single 
individuals ($40,000 for joint returns). The 
alternative minimum tax so computed is payable to the 
extent it exceeds the individual's regular tax 
liability. This provision affects only several 
hundred thousand of the 90 million individual tax 
returns filed. 

o Pensions. Tax-favored pension benefits for high 
income individuals are limited. The maximum annual 
addition to a defined contribution plan is reduced 
from $45,475 to $30,000 and the maximum annual benefit 
under a defined benefit plan is reduced from $136,425 
to $90,000. Where a combination of defined 
contribution and defined benefit plans is provided, 
the maximum dollar limitation benefits allowable are 
reduced from 140 to 125 percent of the separate 
maximum dollar limits for defined contribution plans 
and defined benefit plans. Cost of living adjustments 
to the maaximum dollar limits are frozen until 1986. 
The bill achieves parity between corporate and 
noncorporate plans by increasing allowable deductions 
for contributions to noncorporate plans to the levels 
allowable for corporate flans, and by placing 
restrictions on certain top heavy• corporate and 
noncorporate plans favoring key employees. Loan·s to 
plan participants are limited to the lesser of $50,000 
or one-half of the participant•• nonforfeitable 
benefits, and ~ust be repaid within 5 years (except 
for certain bane mortgage loans). The credit for 



- --·-·•- ·- ·- - -- - --------

;J .. 

integration of defined contribution plans with social 
•ecurity contributions will be limited to the 
statutory OASDI rate. The estate tax exclusion 
allowed for qualified plan benefits is limited to 
$100,000. 

o Casualty and Medical Deductions. The bill makes 
casualty losses deductible only to the extent they 
exceed l O percent of adjusted gross income. 'the 
conference agreement raises the floor for deductible 
medical expenses from 3 percent to S percent of 
odjusted gross tncane, inste,d of the 7 percent floor 
in the Sefiate bill. After 1983, the deduction for 
drugs is limited to prescription drugs and insulin, 
and the separate l percent floor for drugs is · 
eliminated. The conference agreement repeals the 
present law rule allowing one-half of medical 
insurance premiums up to $150 per year to be deducted 
without regard to the floor (the Senate bill had 
allowed a $100 deduction). 

o Original Issue Discount and Stripped Coupon Bonds. 
The bill prov ides amor·ti za tion rules for original 
issue discount bonds and eliminates unwarranted tax 
advantages from coupon •stripping.• The conference 
agreement changes the effective date of these 
provisions to obligations issued after July 1, 1982. 

o Changes to ACRS. The conference bill changes the 
accelerated cost recovery system (ACRS) to insure that 
the combination of ACRS deductions and tax credits do 
not result in treatment more favorable than expensing 
of equipment costs. The bill repeals the more rapid 
cost recovery rates scheduled to take effect in 1985 
and 1986 under ACFS. Moreover, the bill requires an 
adjustment to reduce the cost basis of an asset by SO 
percent of the investment tax credit and other credits 
in computing cost recovery deductions. However, the 
conference bill permits taxpayers to avoid the 
reduction in basis for any asset by electing to reduce 
the allowable investment credit by 2 percentage 
points. Special transitional rules are provided~ 

o Safe Barbor Leasing. The bill phases out safe harbor 
leasing by January 1, 1984. During the interim, 
leasing is extended to certain closely held 
businesses. The rules are modified substantially to 
include limits on the amount of Fro~erty that may be 
leased and the amount of benefit from depreciation and 
investment tax credits available to lessors. Certain 
abuses of leasing, including its use to increase the 
benefits of percentage de~letion, are expressly 
barred. Transitional rules are provided for certain 
invesbnents and classes of taxpayers (including 
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, ; airlines and auto manufacturers). Leasing of certain 
mass transit vehicles, including ferries, continues 
through 1987. After 1983, regular leasing rule• are. 
liberalized to permit fixed price purchase options and 
the leasing of special use property, although use of 
these liberalized rules is restricted in lt84 and 
1985. . 

o Cutback of Corporate Tax Preferences. 'l'he bill 
supplements the existing corporate minimum tax with a 
new set of rules that generally require a 15 percent 
cutback in the availability to corporations of certain 
items of tax preference. In addition, the limit on 
the amount of tax which may be offset by the 
investment tax credit is reduced from 90 to 85 
percent. 

o Construction Period Interest and Taxes. The bill 
requires corporations to capitalize and amortize over 
18 years interest and real property taxes attributable 
to the construction period of nonresidential real 
property. The Alaska Natural Gas Transportation 
System will not be affected by this change, and 
transitional rules are provided for certain hotel, 
motel, hospital and nursing bane construction. 

o Co~fleted Contract Method of Accounting. The bill 
instructs the Treesury Department to amend its 
completed contract regulations to establish rules 
relating to the termination and aeverbbility of 
long-term contracts. For all contracts exFected to 
take more than 24 months to canplete, treasury is to 
provide new rules which would allocate to the contract 
items formerly treated as period costs. These cost 
allocation rules will not apply to a construction 
contractor with average gross receipts over the prior 
3 years of $25 million or less, or to any construction 
contract of 36 months or less. 

o Tax Exerr,pt Bonds. "l'he bill requires public 
accountability in the issuance of private activity tax 
exempt bonds through information reporting, publjc 
hearings, and lo'cal approval by elected officials or . 
voter referendum. To the extent facilities placed in 
service after &ecember 31, 1982 are financed by 
industrial developnent bonds (Ir::Bs) issued after July 
1, 1982, accelerated cost recovery is limited, with 
exceptions for low income housing, municipal solid 
waste or aewage facilities, ODAG assisted facilities, 
and certain pollution control equipment. 'l'he tax 
exemption for amall issue IDB& will not be available 
after De cernber 31, 19 86. In addition, IDBs generally 
will not be available to finance automobile 
dealerships, as well as facilities for recreation, 
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entertainment, for retail food and beverage services. 
Nme rous changes also were a ade to liberalize the 
pre~ent law limitations on multifamily housing bonds. 
and aortgage subsidy bonds. 

o Life Insurance Corr.pany Taxation. 'l'he bill includes 
the Administration proposal to prohibit the abuse of 
modified coinsurance. 'l'he bill also changes the 
treatment of annuity contracts, taxing withdrawals to 
the extent of investment income. A nmber of other 
changes to life insurance taxation (sought by the 
industry), including rules governing deductions for 
policyholder dividends, will be effective through 
19 83. 

o Possessions Corporations. ~ith respect to the special 
credit •~•inst U.S. tax liability for possessions 
corporations, the conference agreement accepts the 
compromise proposal developed by the Administration 

.and the Puerto ~ican government. This proposal limits 
the tax benefits of possessions corporations, but is 
less restrictive than the Senate bill. Under the 
bill, a possessions corporation will be entitled to 
the return on intangibles ~rovided the corporation 
bears a proportionate ,hare of research and 
developnent costs. Alternatively, the taxpayer may 
split incom,e from products made in the pos-session 
between the possession and the United States. 

o Foreign Oil and Gas Income. This provisio.n repeals 
the per-country extraction loss rule which currently 
o~erates to increase the special foreign tax credit 
limitation for taxpayers with oil and gas extraction 
incane in other foreign countries. As a result, 
foreign taxes paid on extraction activities could not 
be used to offset U.S. tax on other foreign source 
income. In addition, the bill eliminates the deferral 
of tax on certain foreign oil-related income. 
Deferral would still be allowed for income of certain 
independent traders and refiners. 

~ 

o Mergers and Acquisitions. 7ax incentives for 
corporate mergers and acquisitions are reduced, with 
transitional rules for specific situations. 

Other Provisions 

o Airport and airway user taxes are increased to Frovide , 
funds for airport and airway aystem developnent. 

o 'lbe targeted jobs tax credit is extended for 2 years, 
and aodified to encourage summer youth employment. 

o 'lhe bill extends the PICA hosfital insurance tax and 
Medicare benefits to Federal employees. 
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, o !he Federal Olemployment Tax Act wage base ia 
increased to $7,000 and the effective Federal tax 
rat,, after the credit for state taxes, is increased. 
frcm .7 to .e percent. The conference agreement 
increases unemployment compensation benefits for 
certain long-term unemployed workers. The threshhold 
above which unem~loyment benefits are subject to 
income tax is lowered to $12,000 ($18,000 on a joint 
return). · 

o 'lbe telephone excise tax is raised to 3 percent in 
1983, 1984 and 1985. The tax will terminate after 
1985. . 

o 'lbe present Federal excise tax on cigarettes i s 
increased from 8 to 16 cents per pack. This 
increase sunsets on September 30, 1985. 

o An extension of time is allowed for refunds of certain 
excise taxes for buses. 

o 'lhe special Tr ans-Alaska Pipeline System adjustment 
under the windfall profit tax is repealed. 

o Tax-exempt status for certain veterans organizations 
and amateur athletic organizations is provided. 

o 'lhe bill extends for two additional years the income 
tax exclusion for Nati~ral Research Service Awards. 

o 'lhe bill extends the annual accrual accounting method 
to certain farming partnerships. 

o Pa}'fflents legal under the Foreign Corrupt Practices Act 
will be allowed a business expense deduction. 

o Broader debt r.anagement authority is ~rovided to the 
Secretary of the Treasury, including discretion to set 
yields on U.S. savings bonds. 

o Beginning March 1, 1983, taxpayers who prevail in tax 
litigation where the government has been unreasonable 
are entitled to an award of attorneys' fees of up to 
$25,000. Where a tax~ayer brings an action primarily 
for delay or takes a frivolous or groundless position, 
the Tax Court is authorized to award the government 
damages of up to $5000. 

o Minor adjustments are made in the treatment of 
personal holding companies and Alaska Native 
Corporations. 



REQUEST FOR APPOINTMENTS 

To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

Please admit the following appointments on Wednesday, Eebriiary J Q , 19 82 

for __________ ...i.:Mcu.a.L.JrL....t'--'a......._.n___._BL.IJ .... a ..... c .... k"""'l""'rJ.e.__..J ..... J_of Qf f i ce of Pnbl i c Tri a:i. son 
(NAME 0,. PERSON TO Bit VISITEDI (AGENCYI 

JOHN BECKETT 
BARBARA GEORGE 
NEIL BLAIR 
JOE COBB 
JUDIE BROWN 
GARY CURRAN 
BERNADETTE BUDDE 
NICHOLAS DEAK 

O: r:~• uWILLIAM DONOGHUE 
lv-CA -(/ ~ OJ!U~EO'f MON~MEB.Y 

TOM HUMBERT 
RALPH GALLIANO 
PETER GEMMA 
DAVID SANDERS 
BOB GOLDSBOROUGH 
CHARLES EVANS 
ELGIN GROSECLOSE 
LEE HAMILTON 
RICHARD HENDRIX 
JOAN REUTER 
JEFFREY ST. JOHN 
PAUL KAMENAR 
PETER KEISLER 
REED LARSON 
FRANK VAN DER LINDEN 
TOM LIPSCOMB 
JOHN LOFTON 
TONY MAKRIS 
EDWARD MCATEER 
RAYMOND MOMBIOSSE 

1/tcf>?t.w; G' . ~Oft(/ 
MEETING LOCATION 

INTERCESSORS FOR AMERICA 
NATIONAL CHRISTIAN ACTION COALITION 
FREE THE EAGLES . 
GOLD NEWSLETTER 
AMERICAN LIFE LOBBY 
LIFE AMENDMENT P.A.C. 
BUSINESS AND INDUSTRY P.A.C. 
DEAK NEWS 
DONOGHUE 11 S MONEYLETTER 
NATIONAL ASSOCIATION OF EVANGELICALS 
THE HERITAGE FOUNDATION 
CONGRESSIONAL MAJORITY COMMITTEE 

NATIONAL PRO LIFE PAC 
CONGRESSIONAL-MAJORITY COMMITTEE 
WASHINGTON DATELINE 
WASHINGTON DATELINE 
GROSECLOSE, WILLIAMS, AND BRODERICK 
NATIONAL ASSdCIATION OF MANUFACTURERS 
BRUCE EBERLE AND ASSOCIATES 
PRO AMERICA 
W.R.C. RADIO 
WASHINGTON LEGAL FOUNDATION 
LEADERSHIP INSTITUTE 
NATIONAL RIGHT TO WORK FOUNDATION 
HISTORICAL RESEARCH FOUNDATION 
NEW CAPITOL PUBLICATIONS, INC. 
CONSERVATIVE DIGEST 
AMERICAN SECURITY COUNCIL 
RELIGIOUS ROUNDTABLE 
PACIFIC LEGAL FOUNDATION 

,/3Q/41l;d)V I .J. ~ ~ 

Building ___ N_E_O_B ______ _ Requested by __ M_o_r_t_o_n_B_l_a_c_k_w_e_l_l __ _ 

Room No ___ ?_0_l_0 ______ _ Room No. 191 Telephone ___ 2_6_5_7 __ _ 

Time of Meeting ___ S_:_3_0_P_. M_. _ Date of request February 10 

Additions and/or changes made by telephone should be limited to three (3) names or less. 

APPOINTMENTS CENTER: SIG/OEOB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SERVICE ••"' 2017 (os-71) 



; 

REQUEST FOR APPOINTMENTS 

To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

Please admit the following appointments on ___ W_e_d_n_e_s_d_a_,y::......;_, _F_e_b_r_u_a_r-'y=---_l_0 __ , 19 _8_2_ 

f Morton Blackwell or _____ ,--______________ of 
(NAME 0,.. PIERSON TO BIE VISITEDI 

Office of Public Liaison 

MORGAN NORVEL
SUSIE PHILLIPS 
VINCENT DROSDIK 
SAM PIMM 
LARRY PRATT 
ROMAN RICE 
JOHN SNYDER 

JOHN CARTER 
THOMAS MACK 
TOM WILLIAMSON 
MIKE KORBEY 
BILL WILSON 
SUSAN STACY 
JOE DI MENNA 
DAVID KEATING 
WILLIAM SHAKER 
JOHN BUCKLEY 
HELEN BLACKWELL 
JOHN REES 

sf~~ 
CHARLES ALLMON 
B. RAY ANDERSON 
ROBERT ANDERSON 
JIM BAKKER 
ROBERT BLEIBERG 
WALTER BRESSART 
LARRY BUTLER 
DOUGLAS CASEY 
BERNARD CIRLIN 

MEETING LOCATION 

Building __________ _ 

Room No. _________ _ 

Time of Meeting _______ _ 

(A<U!:NCYI 

POLITICAL GUN NEWS 
THE CONSERVATIVE CAUCUS 
PHILLIPS PUBLISHING COMPANY 
YOUNG AMERICANS FOR FREEDOM 
GUN OWNERS OF AMERICA 
PUBLIC SERVICE RESEARCH COUNCIL 
CITIZENS COMM. FOR THE RIGHT TO KEEP AND BEAR 

ARMS 
INTERNATIONAL MONEYLINE 
AMERICAN LEGISLATIVE EXCHANGE COUNCIL 
AMERICAN CONSERVATIVE UNION 
THE VIGUERIE COMPANY 
NATIONAL RIGHT TO WORK COMMITTEE 
THE CONGRESSIONAL CLUB 
ZWEIG FORECAST 
NATIONAL TAXPAYERS UNION 
NATIONAL TAX LIMITATION COMMITTEE 
NATIONAL TAX LIMITATION COMMITTEE 
THE EAGLE FORUM 
REVIEW OF THE NEWS p~~ 

~ (P/ ;Ja)t~ W11t -~ 

Requested by ____________ _ 

Room No. ___ Telephone _______ _ 

Date of request ____________ _ 

Additions and/or changes made by telephone should be limited to three (3) names or less. 

APPOINTMENTS CENTER: SIG/OE OB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SERVICE SS,.. ZOl7 (01•71) 
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To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

REQUEST FOR APPOINTMENTS 

Please admit the following appointments on ___ W_e_d_n_e_s_d_a.,._y...:..,_F_e_b_r_u_a_r-=y_l_0 __ , 19 8 2 

Morton Blackwell for ____________________ of 
(NAME OP' PERSON TO BE VISITED) 

Office of Public .Liaison 
(AGENCY) 

PAT COLLINS TERRI 0 1 GRADY 
JIM COOK ALEXANDER PARIS 
PAUL DIETRICH WALTER PERSCHKE 
BERT COHMEN-RAMIEREZ FRANK PICK 
TERRY DOLAN ROBERT POOLE 
KEN GERBINO CAN POPEO 
RON GODWIN JOHN PUGSLEY 
FREDERICK D. GOSS . BUTCH RANDALL 
JERRY GUTH DAVID ROBINSON 
HENRY HAZLITT PAT ROBINSON 
DONALD HOPPE STU ROTHENBERG 
JOHN HOUSTON DONALD ROWE 
ELIOT JANEWAY HOWARD RUFF 
GARY JARMIN LOUIS RUKEYSER 
TERRY JEFFERS RICHARD RUSSELL 
RICHARD JOHNS HANS SENNHOLZ 
ROBERT KEPHART JIM SIBBET 
ROBBIE KIMBALL JAMES SINCLAIR 
ROBERT KINSMAN MARK SKOUSEN 
KRIS KOLESNIK RHONDA STAHLMAN 
MAURY KRAVITZ LISA STOLTENBURG 
JOHN LAXALT CHUCK THOMANN 
ALBERT J. LOWRY A ... ~ ... ~ ... u:,L /0_ .- n PAUL WEYRICH 
FRANK MANSON .,,. ~~-•~ l.W'f¢(.,( 
BOB MC ADAM 
JAMES MCKEEVER 
R.E. MCMASTER 
ANDY MESSING 
TED MURPHREE 
VERN MYERS 
GARY NORTH 

MEETING LOCATION 

Building __________ _ Requested by ____________ _ 

Room No. _________ _ Room No. ___ Telephone _______ _ 

Time of Meeting _______ _ Date of request ____________ _ 

Additions and/or changes made by telephone should be limited to three (3) names or less. 

APPOINTMENTS CENTER: SIG/OEOB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SERVICE SSP' ZOJ7 (os•71) 



• 1 Discussion of Tax Bill 

In ~developing a bill to raise ~lmost $100 billion over 3 -

years, as mandated by the budget resolution, we have preserved 

withbut change the individual rate cuts and indexing which were 

promised and enacted last year. We were able to raise the needed 

revenue by emphasizing several tax policy objectives other than 

raising marginal tax rates. To achieve this, the bill eliminates 

many unintended benefits arid closes many loopholes. I believe 

the basic objective in this bill is fairness to - the American 

people. 

First, we developed a package of mea~ures designed to improve 

compliance wit~ existing ta~ laws. n would be extremely unfair 

to _the vast majority of honest taxpayers to increase their taxes 
' . . 

without making the utmost effort to collect substantial revenues 

from those who are not paying what they al;ready owe under 

existing law. The provisions for withhol~ing on interest and 

dividends, and optional withholding o~'pensions improved 

information reporting, and increasing penalties for noncompliance 

would raise about 30 percent of the total revenues over the 3-

year period. 

FY 83 - 8.5 FY 84 - 9.4 FY 85 - 11.2 

Second, we were determined to make sure that corporations and 

high-income individuals, through the use of various incentive 

provisions enacted over the years, could not avoid paying a 

fairer share of their tax burden. 
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We also focused on specific provisions which indiv~du~ls and 

corporations are using to reduce excessively their tax burden. 

These include: 

. ' 

• Individual minimum tax.--we significantly tightened 

the present minimum tax rules to restrict the ability of high 

income taxpayers to escape paying any tax by excessively 

exploiting special credits and deductions, incentive provisions 

and loopholes. 

FY 83 - * FY 84 - .2 FY 85 - .3 
.. 

Pension plans.--Eighty percent of the revenue gain 

comes from weal thy doct~rs, i ~wyers and · ot~e,; profess ion al 
. . I I 

corporations who each are now allowed top~~ a~~y tax free up to 
I I 

$165,000 per year and accumulate tax free ai much as Sl2 million . . 

in their pension funds. ,.,. 

FY 83 - .2 Fr·-94 - • 6 FY s·s - · • 1 

• Defense industry.--The defense industry has avoided 

hundreds of millions of dollars of taxes by using accounting 

loopholes to r~port to the IRS much less income from long-term 
• l 

contracts than they report to their shareholders. The defense 
I 

industry is benefiting from the buildup in defense procurement 

and should pay their fair share of taxes. 

FY 83 - • 8 FY 84 - 2.0 FY 85 - 2.4 
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Leasing.--Leasing is being used to sell or -bu~ tax 

benefits and has allowed some profitable companies to avoid 

paying tax. 

The amount .of property that could be safe harbor 

leased would be phased down, a SO . percent limit would be placed 

on how much a lessor can reduce its taxes, and public utiliti~s 

would no longer be permi~ted to us~ safe harbor leasing. All 

safe haror leas~ng would be repealed ~f~er September 30, 1985. 

FY 83 - 1.4 FY 84 - 2.6 FY 85 - 3.7 
.. 

Life insurance companies.--Life insurance companies have 

discovered an unintended loophole. and have ·used to "reduce 

drastically their tax burden. The bill would blose this 

loophole. 
< . 

, .. 
FY 83 - 1.5 FY- 84 - 1.5 FY 85 - 2.2 

·--· 

. Corporate tax preferences.--A lar_ge number of 
I 

corpora t e prefe Fences which allow undue tax avoidance and distort 

the operation of capital markets were reduced by 15 percent. As 

an example of the k~n~ of situation these changes ate designed to 
I 

' ' 
respond to, prelimi nary figures show that, in the_ aggregate, the 

country's 20 largest banks last year paid less than 1 percent tax 

on U.S. source book income of more than $2 billion. 

FY 83 - .7 FY 84 - 1. 2 FY 85 . - 1.-1 
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• Foreign oil income.--The bill closes loopholes which 

permit international oil companies to ·operate overseas without 

paying any u.s. tax. 

FY 83 - • 2 FY 84 - • 5 . FY- 85 - • 6 

Possessions corporations.--We tightened the special 

tax treatment for companies doing business in Puerto Rico, which. 

costs up to $60,000 per employee in some industries (4 times more 

per employee than the actual salary paid to each employee): a 

spending program this inefficient would have been eliminated long 

ago. 

FY 83 - • 5 . FY 84 - 1.0 FY 85 :...· 1.1 

• Dividend . reinvestment.--we repealed the provision 

which gi~es favorable tax treatment t~dividends reinvested in 

public- utilities, a provision which gives favorable treatment to 

one industry, at the expense of"7:5ther industries, by not allowing 

the available supply of capital to flow to those investments 

which provide the highest return. 

FY 83 - .1 FY 84 - .4 FY 85 - .4 

• Mer~ers and acguisitions~--we identified and 

eliminated some ·of the provisions in the tpx law which provided 

tax avoidance and thus an artificial incentive for corporate 

mergers and acquisitions •. 

,r ,. ., I 
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FY 83 - .7 FY 84 - .8 FY 85 ~ .7 

Industrial development bonds.--We reduced the benefit 

flowing to those businesses who can benefit from tax-exempt 

financing, and thus, reduced the disadvantage suffered by their 

competitors not able to benefit from this tax subsidy for 

particular investments: 

FY 83 - * FY 84 - .3 FY 85 - .9 

Basis adjustment and ACRS deductions.--The overall 
~ 

benefit from cost recovery allowances_and the investment credit 

was reduced so · as to insure that the tax system would not induce 

businesses to undertake investments so unproductive that they 

would not be undertaken even in a world with. ~o income tax. 

FY 83 - .4 FY 84 - 1.3 FY 85 - 4.0 
~~ 

Third, we found several areas trt-which those who were responsible 

for specific government spending were not contributing their fair 

share toward the expense: 

• Federal employees' Medicare.--Eighty percent of 

Federal retirees age 65 or over receive Medicare, even though 

they make contributions during only part of their careers, the 

typical private sector worker makes contributions over his entire 

career. Thus, we would make Federal employees pay the Medicare 

portion of the social security tax. 



6 

FY - 83 .6 FY BA - .8 FY -:- .9 

• Federal unemployment .tax.--The unemployment 
' 

compensation system is supposed to be financed by a payroll tax 

on employers, but over the last decade the ta~ has been 
, 

- insufficient so that the system has frequ~ntly had to borrow 

substantial revenues from the Treasu~y, that is, from the general 

taxpayers. Thus, both Federal and State unemplpyment taxes are 

increased. 

FY 83 - 1.4 FY 84 - 2.3 FY 85 - 3.0 

• Aiiport and Airway·taxes.--The taxes applying to 

airplanes ~ere 
1
increased to iri~ure that usets, raiher than all 

taxpayers, pay for the expenses of develoP,ing the airport and•air 

cont~ol systems. Thirteen percent of the revenue raised by the 

bill comes from these provisions aimed at those responsible for 
1 "" 

specific government spending. 
' 

FY 83 - 1.1 FY 84· - l. 3 FY 85 - . 1. 4 

As~ result of.these efforts t9 increase compliance, 

to close loopholes which allQw. i~_dividuals and corporations to . 
avoid their fair share of tax and to make sure that those who are. 

the primary users of certain Fed•ral spending programs pay their 

way, only a few provisions in the bill _ (le~s than 15 percent of 

the total revenue), will affect ~ne average taxpayer. 

Unfortunately, these prov.is ions to increase the cigarette and 

~P1Pnhnn~ ~~xes and to restrict medical exoense and casualty loss 



• V 
,. 

7 

deductions have gotten press a't "t'ehti~ n'· fa'r out of p'roportion to 

their share of the revenue increase in this bill: 

• Telephone-· tax. --The telephone tax wi 11 be increase by 
... -~ . . 

1 percerita'ge p~i'nt~- in' 19
1

83 and by 2 percentage points in 1984 and 

1985. A 1 percentage point increa.se amounts to only 20 cent"s for 

a $20 phone bill. 

FY 83 - .3 FY 84 - • 8 FY 85 - 1.5 

• Cigarette tax.--The price of cigarettes will increase 

by 8 cents a pack, which amounts to OQly $16 a year for someone 

who smpkes 200 packs a year. If this tax had been increased to 

keep up with the inflation sin~~ the last time it w~s incr~ased, 

in 1951, it wou~d be ~lmost 30 cents per pack. ., 

FY 83 - 1.2 FY 84 1.8 FY 85 1.8 ~, 

.. Medical and casualty:"deductions."--The changes in the 

medical and casualty deductions will reduce by more than 80 

percent the number of taxpayers who receive a partial 

reimbursement, through the tax system, for their expenses. At 

the same time that this important simplification and base 

broadening is achieved, however, catastrophic losses which 

significantly affect individuals' ability to pay will be 

deductible. 

FY 83 - .6 
. , . 

.I ~- ,,. 

FY 84 - • 8 FY 85 - • 9 
r , .. . ' ' 
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Break.down of Increased Revenues 

1. General business 

tax provisions 

(IR basis 

adjustment; 

1985-1986 

accleration of 

corporate in~ome 

t,ax payment: 

corporate 

minimum tax 

preference 

reform: 

construction 

period 

interest and 

taxes: 

IDB reform: 

leasing; 

and mer-gers 

and 

- ---- ~-i ..... :---

• 

S24.7 

.. 

. 
! 

I 

3•year amount 

(billions) Pereent 

(1981-85) of total 

25.11 



l : • ·• 

2. Loopholes primarily 

affecting one 

industry 

3. 

(possession credit 

limitation, foreign 

oil and gas income, · 

life insurance 

company 

taxation, dividend 

reinvestment plan; 

completed contract 

method of 

accounting) 

Compliance 

provisions 

(interest and 

dividend 

withholding, 

optional 

pension · 

wi thhold.ing, 

information 

importing 

and improved 

penalties) 

""--- - - -- ~L.---

9 

.. 
_, 

15.2 15 -:ii 

,.~ 

'. 

29.1 29.5 



.. 

responsible foz:

specific spending 

(1-tedicare, 

unemployment 

compensation, 

Airport-

Airway) 

5. Excise tax 

provisions 

(cigarette, 

~elephone) 

6. Other individual 

income tax 

provisions 

(min~mum 

bax, pens ion, 

reform, 

\ 

1 

eoupon stripping~ 

casualty and' 

medical 

deduct ion etc,.), 

Total 

- ~ 
' , .. " 

/~, 

12 .13 

7.5 

,.,. 
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THE WHITE HOUSE 

WASHINGTON 

August 10, 1982 

MF..MORANDUM FOR WHITE HOUSE STAFF 

FROM MIKE BAROOD~~ 
Director of Public Affairs 

Attached are two documents whicUJ...-G:l:-,li.j~~s the President's 
position on the all-importan tax now pending in 
Congress. We thought it important that you have all the 
facts and a clear understanding of the President's strong 
support for this measure. The attached are 1) a letter 
approved by the President, outlining his position, and 
2) talking points on the bill. 

Hope you find them helpful. 



August 9~ 1982 

Dear friend: 

I'm writing to you because I know there is great concern in some 
quarters about the progress of our economic plan and I wanted personally 
to get the facts to you -- and to ask your help in main~aining the pro
gress we have made so far. 

In 1981, we charted a course to turn this economy around, away from 
policies of high taxes and spending and toward a future of higher growt~ 
in the economy and slower growth in government. We've gotten a lot done 
in 18 months -- reducing tax rates, federal spending growth and infla
tion. We've put a program ' for recovery in place that can continue these 
gains, create jobs and restore incentives and growth to the economy. 

We've come a long way in a short time and now we face a critical de
cision : whether or not to implement a budget resolution that involves 
some tough choices. The resolution will reduce the deficit by $380 bil~ 
lion from fiscal '83-'85; it will lower interest rates and restore jobs. 
The fact that it also calls for increasing revenues by some $99 billion 
in the same three years is, I know, disturbing to many of my friends and 
suppo r ters. 

Let me explain. Interest rates have fallen some in recent weeks, 
but not nearly far enough. The prime rate fell a full 1.5 points -- to 
15 percent -- in just the two weeks ending August 2nd. I'm confident 
it will drop more. But, if we want interest rates down to stay, the 
deficit will have to be cut by at least the magnitudes in the budget re
solution. Without increasing revenues, there's little, if any, chance 
Congress will go along with the spending cuts the resolution requires. 

If the budget resolution isn't implemented, future deficits will be 
far worse -- and chances for a sustained recovery could be shattered. 
Even with the cuts in spending growth already achieved, the federal 
government will be in the private markets to borrow $100 billion during 
the second half of this year. Add another $380 billion in deficits to 
finance by the end of fiscal '85 and "crowding out" won't be just a 
threat -- it will be an economic reality powerful enough to drive inter
est rates above the record 21.5 percent prime we saw at the end of the 
l ast Administration. 

But it doesn't have to be that way. Our success in 1981 exceeded 
almost everyone's expectation but our own. A few of us knew that sup
port from the American people could make the difference; that we could 
reverse past trends and start bringing tax rates down for the first time 
in 20 years and, with indexing, keep them down for the first time ever. 
We can do the same now with deficits and interest rates -- bringing them 
down to stay so employment can go back up for good. 

And it can be done with no retreat on the fundamental supply-s i de 



incentive tax cuts we fought so hard' to pass last year. 

Congres~ has before it now a bill that raises some taxes to achieve 
the higher revenues called for in the budget resolution. I support it. 
You know me we l l enough to be sure my support is carefully considered. 
Let me share some of the factors that went into my decision. 

First, and most important, keep in mind that over the next three 
years, the tax burden on Americans will be $334 billion less than it 
would have been if our '81 tax cuts had not been enacted -- and that 
figure applies after passage of the pending tax bill. As importantly, 
the 3rd year of the tax cut, indexing, and most of the accelerated cost 
recovery provisions to help business and create jobs are all protected 
in this bill. As you know, earlier this year the Democratic leadership 
tried to eliminate the 3rd year and repeal indexing but we fought them 
and we beat them. And I'd fight again to keep those gains from being 
undone. 

, 

This new tax bill is a different matter. First, it raises taxes 
less than it appears at first glance. Of the roughly $99 billion in 
added revenues in the bill, one-third -- $31 billion -- comes not from 
new taxes but from new efforts to collect taxes due under existing law. 
In fact, more than three-quarters of the increased revenues come from 
this stepped-up compliance and from closing tax loopholes. 

Let's look at where the new revenues in the tax bill come from -
and where they don't come from. They don't come from raising individual 
marginal tax rates. For the average working man and woman, in fact, 
there is very little in this bill that increases the burden of taxes. 
This year, because of the '81 cuts, a typical family will pay almost 
$400 less in federal income taxes than it would have at 1980 rates. 
Next year, the same family will pay $788 less. New personal taxes in 
the bill have a small impact on most taxpayers -- the increased federal 
telephone tax, for example, will raise the typical family's phone bill 
54 cents a month -- but it will contribute $1.6 billion a year to 
bringing down the deficit. 

Fifty billion dollars, or half of the new revenues come from efforts 
to broaden the tax base. This means closing loopholes and eliminating 
abuses such as those associated with the tax leasing provision. I 
supported this provision and it has helped some firms that were starved 
for cash. But it also has been exploited by some profitable businesses 
in ways never intended. As for new taxes -- for businesses and 
individuals -they account for less than one-of-every-five dollars of 
revenue in the bill. 

We didn't get all we wanted when the tax bill was passed in 1981. 
And we got some provisions we didn't originally ask for. These 
"add-ons," attached to the bill on the floor of Congress cut revenues by 
an extra $77 billion. The pending bill recovers most of that by raising 
$67 billion in new revenues (excluding stepped-up compliance) and 
correcting some of the abuses created by these and other tax code 
provisions. 

I have no enthusiasm for raising taxes but lowering the deficit is 



an imperative. The budget resolution passed this year, if Congress 
sticks to its targets, will decrease the red-ink in the budget by almost 
$400 billion through 1985~ The tax bill's new revenues are only one
quarter of that total. The remaining three-fourths -- $280 billion in 
deficit reductions -- is to come from lower outlays~ We worked with 
Congress on this resolution and that was the price of my support -- $3 
saved in outlays for every $1 in increased revenue. 

I'm prepared to fight for those cuts in the coming months -- and the 
Congress knows it. In past months, I haven't had to use the veto very 
often, but I'm not shy about it. I proved that on three continuing 
resolutions (and the Congress didn't override a one). I'll veto any 
bill Congress sends me that doesn't further our goal of controlling 
spending. 

In my first year as President, we set America on a new economic 
course. The year before I took office, federal spending grew more than 
17 percent. The same budget resolution I've referred to cuts that 
growth two-thirds -- to under 5 percent for fiscal 1983. We've passed 
an individual tax rate cut of 25 percent -- with indexing to protect 
those cuts against inflation -- and nothing in this tax bill threatens 
those cuts or dilutes the increased incentives to work, save and invest. 

We've also brought inflation down farther and faster than anyone 
thought possible back in January of 1981. From an average of about 13 
percent in 1979 and 1980, inflation has been almost cut in half -- to 
about 7 percent over the last 12 months. 

We set this new course because it was right. We were able to do so 
because scores of millions of Americans agreed it was right -- and we're 
going to stick to it. 

It won't be easy to get $280 billion in additional outlay saving 
from Congress. We have to have them though, to bring down the deficit 
and get interest rates back to where they belong. To do it, we have to 
live by all the provisions of the budget resolution and that means 
living with the revenue increases it requires. 

I can't guarantee the Congress will willingly implement all the 
spending cuts the resolution calls for. I can assure you that I will 
use every means available to me to try to make them live up to their 
obligations -- and to let the public know if they do not. 

Together, we have begun to set things right -- to chart a new 
economic course for America. Together, we can ensure that America 
sticks to that course -- and that the new beginning we have made will 
be a lasting one. 

I ask for your support in these very tough times. I need your help 
once more. Please, phone your Congressman and your Senators today and 
tell them to stick to the lower deficit target they set. Tell them to 
support the tax bill and the lower outlays contained in the budget 
resolution. Tell them you support the President and you want them to. 
The success of my program to reduce the deficit, create more jobs and 
bring interest rates down depends on your help as never before. 



August 9 , 19 8 2 

TALKING POINTS ON THE TAX BILL 

General points 

Pre•ident Reagan supports the tax bill for three primary reasons: 

1. it's needed to reduce the deficit, bring interest rates down 
and stimulate the creation of more jobs; 

2. it protects the fundamental incentive tax cuts secured in '81 
(3rd year, indexing, most of ACRS); 

3. it implements the budget resolution which requires $3 in lower 
outlays ($280 billion total) for every $1 in higher revenues. 

o The budget resolution reduces the deficit $380 billion in the 
3 years from fiscal '83-'85. The $99 billion in added revenues 
in this bill is only about one-quarter of the total but it is 
necessary in order to get the other three-quarters $280 
billion in spending cuts. --

o One-third of the $99 billion -- $31 billion -- comes not from new 
taxes, but from stepped up compliance efforts to collect more of 
the taxes owed under present law but not paid. 

Maintaining incentive cuts passed in '81 

o Nothing in the bill threatens the supply-side incentives con-
tained in the 1981 tax act. The bill does not change: 

the third year of the tax cut -- the 10 percent rate 
reduction on July ·1, 1983; 
indexing of tax rates after the full 25 percent rate 
reduction takes effect; 
most of the accelerated cost recovery provisions for 
business. 

o In fact, passage of this tax bill would ensure the revenues 
required by the resolution could be raised without tampering with 
any of the supply-side incentives -- and would weaken any future 
attempts by the Democratic leadership to repeal the 3rd year 
etc. 

o Th~ House Democratic leadership tried it earlier in the year, 
proposing to raise revenues. about twice as much as this bill, and 
cancel the 3rd year cut and indexing. 

o A majority disagreed with them, but enough members, Democrats and 
Republicans, favored some revenue increases to make last year's 
coalition impossible to assemble without them. 



Taxes still way down '83-'85 and beyond 

o For w~st individual taxpayers, this bill will have little impact. 

o Even with the bill's increased revenues, the tax burden on 
Americans will be $334 billion less the next 3 years than if tax 
rates of 1980 were still in effect. 

o The typical family will pay almost $400 less in taxes this year 
than if prior rates still applied. Next year, even with passage 
of this tax bill, that family will pay $788 less. 

o From 1985-87, because of indexing, the total tax burden on indi
vidual Americans will be some $89 billion less than it would have 
been without the 1981 tax act. 

o New taxes in the bill for individuals and business -- account 
for less than one aollar in five of the new revenues. 

o New personal taxes will add little to most individual's tax 
bill. For example, the one percent increase in the telephone tax 
will mean 54 cents a month for the average household but it will 
contribute $1.6 billion to lower deficits. 

o Taxpayers earning less than $50,000 now pay about 67 percent of 
all income taxes and will receive about 70 percent of the tax 
cut. 

Increased compliance 

o More than three-fourths of the increased revenues come from 
stepped-up compliance and loophole closings. 

o Rather than imposing new taxes, the bill achieves one-third of 
the new revenues through improved methods of collecting taxes 
already owed. 

o These collection measures are needed to insure fairness in our 
tax laws, and would only add to the tax burden of those who don't 
now pay all they owe under the law. These measures include 
increased penalties for noncompliance and improved reporting 
systems for the IRS. 

o If these measures -- such as interest and dividend withholding 
are not adopted, new tax increases would be necessary to meet the 
revenue targets in the budget resolution. And the Democratic 
leadership this year has already shown it's not reluctant to 
impose new taxes. 

o Withholding will not have an adverse effect on savings except for 
those who aren't now paying the taxes they owe. 



o The bill contains exemptions for the poor and elderly. Nearly 80 
percent of people over 65 (those who make less than $14,450; 
$24,214 for a joint return) and low-income people of any age who 
owed t600 or less in taxes the prior year ($1000 on a joint 
return) are exempt from the dividend and interest withholding. 

o All interest payments of less than $100 are totally exempt from 
the withholding requirement. 

Closing loopholes and eliminating abuses 

o More than half the revenue in the bill is raised by measures 
which close certain tax loopholes, eliminate abuses by certain 
taxpayers, and broaden the base of taxpayers to assure equity. 

o The bill imposes a minimum tax on individuals and corporations to 
ensure that all pay a fair, minimum share of taxes. 

o It restricts and gradually phases-out the "safe harbor leasing 
provision." This provision has been beneficial to many cash
starved companies but has also permitted some profitable ones to 
avoid federal taxes in ways not intended by Congress. 

o The bill reduces the amount of tax benefits available to high 
income individuals from various pension plans. 
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SCHEDULE PROPOSAL February 2 , 198 2 

TO : ELIZABETH H. DOLE 

THRU : DIANA LOZANO 

FROM : MOR'I'ON BLACKWELL 

REQUEST : Briefing o n the 1983 Budget for Pro-Family ,:rnd 
Limited Government groups by 0MB staff . 

PURPOSE : To brief these constituent groups on the budge t . 

BACKC,ROUND : These groups were very supportive of the Preside nt 
during the election c ampaign and helped in the 
passage o f the 1982 l e gislative program . 

PREVIOC S 
PARTICIPATION : OPL has held previous briefings for these groups . 

DATE : Wednesday , Fe bruary 10 , 1982 
5 : 3 0 P.M . 

LOCATION : Room 201 0, NEOB 

DURA'l'll')~ : 6 0 minutes 

PARTICI PhNTS : Approxiaately 5 0 people - representatives of the 
leadership of the pro-£ amily and 1 i::n i tE:d 0~, vernr.ien t 
groups . 
David Stockman , Director , Off ice of 1·:ana ~;t..'mcn t 

and Budge t 
Don Moran , 0MB 
!-lorton Blackwel l 

OUTL INE OF EVEXTS : Dave Stockman and Don }ioran will brief 
these groups and answer qtcestions . . lo rton 
Blackwel l will chair the ffie eting . 

REM.ARKS .cIBQLlIRED : 

OPPOS!·T' ~ y : 

PROJE1...'T v FFJCE ~ : 

Dave Stockman , Don Moran , and Morton Blackwell 
Kill speak . 

Coordinate with media liaison 

Norton Blackwell, Ed Harper , ;:'1 ,, n '-'.o r2n . 

Moi-ton Blackwel l 



THE WHITE HOUSE 

WASHINGTON 

February 4, 1982 

TO: 

FROM: 

Telegraph Office 

Morton Blackwell 
Room 191 x. 2657 

Please send this mailgrarn message to 
the following people. 

Thank you. 

P.S. Please return this list 
to our office when you are 
finished. 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

DRAFT FOR MAILGRAl\'1 

YOU ARE CORDIALLY INVITED TO A WHITE HOUSE BRIEFING FOR 

PRO-FAMILY AND LIMITED GOVERNMENT ORGANIZATIONS ON THE 
. 

FISCAL YEAR 1983 BUDGET, BRIEFING BY DAVID STOCKMAN AND 

DON MORAN OF THE OFFICE OF MANAGAMENT AND BUDGET. 

BRIEFING WILL BE WEDNESDAY AFTERNOON, FEBRUARY 10th AT 

5:30 P.M. IN THE NEW ( REPEAT, NEW) EXECUTIVE OFFICE 

BUILDING ~· .. GN 17th STREET, N.W. IN ROOM 2010. 

YOU OR A SUBSTITUTE FROM YOUR ORGANIZATION IS INVITED. 

PLEASE CALL MAISELLE SHORTLEY OR KATHY CHRISTIANSEN -

202-456-2657 - BY TUESDAY WITH . THE NAJ.'1E OF THE PERSON 

WHO WILL ATTEND. 

THANK YOU. 

CORDIALLY, 

MORTON BLACKWELL 

SPECIAL ASSISTANT TO THE PRESIDENT 



REQUEST FOR APPOINTMENTS 

To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

Please admit the following appointments on Wednesday, February J a . 19 82 

tor __________ M"'""""'a ... r__._t .... a .... n...__.B ..... J .... a.,c .... k .... w-....e .... J .... J_ot Office of Public Li ai.son 
(NAMII O~ ~llftSON TO ■II VISITED) (AGIINCY) 

JOHN BECKETT 
BARBARA GEORGE 
NEIL BLAIR 
JOE COBB 
JUDIE BROWN 
GARY CURRAN 
BERNADETTE BUDDE 
NICHOLAS DEAK 

• , WILLIAM DONOGHUE . 
~ rK- il-ORREST MONTGOMERY" 

TOM HUMBERT . 
RALPH GALLIANO 
PETER GEMMA 
DAVID SANDERS 
BOB GOLDSBOROUGH 
CHARLES EVANS 
ELGIN GROSECLOSE 
LEE HAMILTON 
RICHARD HENDRIX 
JOAN HEUTER 
JEFFREY ST. JOHN 
PAUL KAMENAR 
PETER KEISLER 
REED LARSON 
FRA,NK VAN DER LINDEN 
TOM LIPSCOMB 
JOHN LOFTON 
TONY MAKRIS 
EDWARD MCATEER 
RAYMOND MOMBIOSSE 

MEETING LOCATION 

INTERCESSORS FOR AMERICA 
NATIONAL CHRISTIAN ACTION .COALITION 
FREE THE EAGLES 
GOLD NEWSLETTER 
AMERICAN LIFE LOBBY 
LIFE AMENDMENT P.A.C. 
BUSINESS AND INDUSTRY P.A.C. 
DEAK NEWS 
DONOGHUE"S MONEYLETTER 
NATIONAL ASSOCIATION OF EVANGELICALS 
THE HERITAGE FOUNDATION 
CONGRESSIONAL MAJORITY COMMITTEE . 

NATIONAL PRO LIFE PAC 
CONGRESSIONAL-MAJORITY COMMITTEE 
WASHINGTON DATELINE 
WASHINGTON DATELINE 
GROSECLOSE, WILLIAMS, AND BRODERICK 
NATIONAL ASSOCIATION OF MANUFACTURERS 
BRUCE EBERLE AND ASSOCIATES 
PRO AMERICA 
W.R.C. RADIO 
WASHINGTON LEGAL FOUNDATION 
LEADERSHIP INSTITUTE 
NATIONAL RIGHT TO WORK FOUNDATION 
HISTORICAL RESEARCH FOUNDATION 
NEW CAPITOL PUBLICATIONS, INC. 
CONSERVATIVE DIGEST 
AMERICAN SECURITY COUNCIL 
RELIGIOUS ROUNDTABLE 
PACIFIC LEGAL FOUNDATION 

Building ___ N_E_O_B _____ _ Requested by __ M_o;c_r_t.;;.o....;;..;n__;_B..;;;.l.c...a_c;..;.k.c..w"'-e~l=l __ _ 

Room No ___ 2_0_l_O _____ _ Room No. 191 Telephone ___ 2_6_5_7 __ _ 

Time of Meeting __ S_: 3_0_P_. _M_._ Date of request February 10 

Additions and/or changes made by telephone should be limited to three (31 names or less. 

APPOINTMENTS CENTER: SIG/OEOB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SERVICE H~ Z0>7 (05•71) 
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REQUEST FOR APPOINTMENTS 

To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

Please admit the following appointments on ___ W_e_d_._n_e_s_d_a-=y'-,'-·_F_e_b_r_u_a_r.::.y_l_0 __ , 19 ~ 

f Morton Blackwell Or--------:--------------Of 
(NAME OP P'IUISON TO Bl£ VISITED) 

Office of Public L~aison 

MORGAN NORVEL 
SUSIE PHILLIPS 
VINCENT DROSDIK 
SAM PIMM 
LARRY PRATT 
ROMAN RICE 
JOHN SNYDER 

JOHN CARTER 
THOMAS MACK 
TOM WILLIAMSON 
MIKE KORBEY 
BILL WILSON 
SUSAN STACY 
JOE DI MENNA 
DAVID KEATING 
WILLIAM SHAKER 
JOHN BUCKLEY 
HELEN BLACKWELL 
JOHN REES 
s+-~~ 
CHARLES ALLMON 
B. RAY ANDERSON 
ROBERT ANDERSON 
JIM BAKKER 
ROBERT BLEIBERG 
WALTER BRESSART 
LARRY BUTLER 
DOUGLAS CASEY 
BERNARD CIRLIN 

MEETING LOCATION 

Building _________ _ 

Room No __________ _ 

Time of Meeting _______ _ 

(AGIENCY) 

POLITICAL GUN NEWS 
THE CONSERVATIVE CAUCUS 
PHILLIPS PUBLISHING COMPANY 
YOUNG AMERICANS FOR FREEDOM 
GUN OWNERS OF AMERICA 
PUBLIC SERVICE RESEARCH COUNCIL 
CITIZENS COMM. FOR THE RIGHT TO KEEP AND BEAR 

ARMS 
INTERNATIONAL MONEYLINE 
AMERICAN LEGISLATIVE EXCHANGE COUNCIL 
AMERICAN CONSERVATIVE UNION 
THE VIGUERIE COMPANY 
NATIONAL RIGHT TO WORK COMMITTEE 
THE CONGRESSIONAL CLUB 
ZWEIG FORECAST 
NATIONAL TAXPAYERS UNION 
NATIONAL TAX LIMITATION COMMITTEE 
NATIONAL TAX LIMITATION COMMITTEE 
THE EAGLE FORUM 

tff::J! '! ~~ L~P~;; __ 

Requested by ____________ _ 

Room No. ___ Telephone _______ _ 

Date of request ___________ _ 

Additions and/or changes made by telephone should be limited to three (31 names or less. 

APPOINTMENTS CENTER: SIG/OEOB - 395-6046 or WHITE HOUSE - 456-6742 

......... I:" .... c=!"PA .... e'C Cr'--E-- tll!!,ll'!!'"-lt,II--
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To: Officer-in-charge 
Appointments Center 
Room 060, OEOB 

REQUEST FOR APPOINTMENTS 

Please admit the following appointments on Wednesday, February 10 , 19 82 

Morton Blackwell for ______________ ---: _____ of Office of Public :Liaison 

PAT COLLINS 
JIM COOK 
PAUL DIETRICH 

INAMIE OP PIERSON TOBIE VISITIEDI 

BERT COHMEN-RAMIEREZ 
TERRY DOLAN 
KEN GERBINO 
RON GODWIN 
FREDERICK D. GOSS 
JERRY GUTH 
HENRY HAZLITT 
DONALD HOPPE 
JOHN HOUSTON 
ELIOT JANEWAY 

. GARY JARMIN 
TERRY JEFFERS 
RICHARD JOHNS 
ROBERT KEPHART 
ROBBIE KIMBALL 
ROBERT KINSMAN 
KRIS KOLESNIK 
MAURY KRAVITZ 
JOHN LAXALT 
ALBERT J. LOWRY . p _ •LA •r, 
FRANK MANSON -~~ ~, ~ 
BOB MC ADAM 
JAMES MCKEEVER 
R.E. MCMASTER 
ANDY MESSING 
TED MURPHREE 
VERN MYERS 
GARY NORTH 

MEETING LOCATION 

(AGENCY) 

TERRIO' GRADY 
ALEXANDER PARIS 
WALTER PERSCHKE 
FRANK PICK 
ROBERT POOLE 
CAN POPEC 
JOHN PUGSLEY 
BUTCH RANDALL 
DAVID ROBINSON 
PAT ROBINSON 
STU ROTHENBERG 
DONALD ROWE 
HOWARD RUFF 
LOUIS RUKEYSER 
RICHARD RUSSELL 
HANS SENNHOLZ 
JIM SIBBET 
JAMES SINCLAIR 
MARK SKOUSEN 
RHONDA STAHLMAN 
LISA STOLTENBURG 
CHUCK THOMANN 
PAUL WEYRICH 

Building __________ _ Requested by ____________ _ 

Room No __________ _ Room No ____ Telephone _______ _ 

Time of Meeting _______ _ Date of request ____________ _ 

Additions and/or changes made by telephone should be limited to three 131 names or less. 

APPOINTMENTS CENTER: SIG/OEOB - 395-6046 or WHITE HOUSE - 456-6742 

UNITED STATES SECRET SERVICE SSP ZOJ7 (0,-11) 



You are cordially invited to a Whit House briefing for 
pro-family and limited government organizations on the 
fiscal year 1983 budget , briefing by David Stockman 
and Don Moran of the Office of Management and Bud get. 

Briefing will be Wednesday afternoon , February 10th at 
5:30 p. m. in the New (Repeat New) Executive Office 
Building on 17th treet, N. W. in Room 2010. 

You or a substitute fro m your organization is invited. 
Please call Maiselle Shortley or Kathy Christiansen -
202•456-2657 - by Tuesday with the name of the person 
WhO will attend . Thank You . 

Cordially, 

Mort9n Blackwell 
Special Assistant to the President 
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INSIDE WASHINGTON 
Separating the wheat from the chaff ... As the time approache~ for a decision on 
whether to negotiate a grain sale agreement with the Soviet Union, President 
Reagan's domestic and national security advisers once again are jockeying for 
influence over the decision process. Last year, Reagan finessed the turf battle by 
bringi ng the grain embargo question before the full Cabinet. In this election year 
watch for Agriculture Secretary John R. Block to remind the White House ofth 
farm votes that ride on the decision . His Cabinet council on food and agricultur 
already has circulated a position paper on the subject and expects to present th 
issue to Reagan. But planners at the National Security Council, where economi 
sanctions against the Soviets are in vogue, think Reagan should hear the option 
at one of their meetings. · 

• • • 
Wetlands sleeper . .. William R. Gianelli, who heads the Army Corps of Engi
neers, appears to be achieving through regulatory "reform" what he couldn't get 
from Congress: the quick demise of the corps's protector role for the nation's 
dwindling wetlands. The corps is rewriting its rules on permits for dredge and fill 
operations to conform with Gianelli's recommendations to the Presidential Task 
Force on Regulatory Relief. The Environmental Protection Agency is also 
preparing regulatory changes. Both would make water quality the sole criterion 
for issuing permits. The strong implication is that other wetland concerns, such as 
protectiqn of waterfowl habitat, would no longer be enough to block projects that 
would turn a wetland into solid ground. Fnvironmentalists are only now waking 
up to this prospect. 

• • • 
Arms sales manual ... After almost a year of study, the Pentagon is putting the fi
nal touches on its new arms sales policy, which will regulate the terms of some C<>
production agreements in which foreign countries help manufacture the weapons 
they buy. A remaining sticking point: the Air Force and Richard D. DeLauer, 
Defense undersecretary for research and engineering, reportedly oppose a 
proposal to create a Pentagon office to oversee C<>-production deals for fear that it 
would dilute their influence over the agreements. 

• • • 
A sigh of relief .. . Oil lobbyists, who had feared the worst, were relieved by the 
tax-raising package adopted by the Senate Finance Committee. The measure 
didn't include any special energy tax and didn't zero in on the petroleum industry 
as a source of ready cash. A representative of a refinery association said he would 
advise his members to accept the bill with a smile. Chairman Robert Dole, R
Kan., who earlier had talked of massive new energy taxes, startled a recent 
hearing by saying the needed revenues could be raised without an energy tax. 

• • • 
Nuclear trigger ... The Administration is working behind the scenes with other 
nations that export nuclear technology to amend the "trigger list" of items not to 
be sold to certain countries. The work is being done outside the London Suppliers 
Group because some members of that body don't want to appear to be limiting 
the access of developi ng countries to nuclear technology, say U.S. officials. 
Critics say the moves only confirm that certain countries will continue to receive 
technology despite fears that they might use it to make nuclear bombs. 

INSIDE UPDATE 1228 Propo~ed tax increases . . . World Bank 
changes its borrowing, lending rules . . . 
Supreme Court eases voting rights test ... 
IRS takes aim at coll ege housing perks 

GOP tax hike package 
takes edge off 
Democrats' thunder 
By winning Senate Finance Commit
tee approval of 25 small changes in the 
tax code, Sen. Robert Dole, R-Kan., 
has constructed a package that would 
raise $98.6 billion in the next three 
years by broadening the tax base in
stead of raising tax rates. In the pro
cess, Republicans have stolen some of 
the Democrats' political thunder as 
"this fall's elections approach. 

Dole's bill strikes at businesses and 
high-income individuals. Banks, life 
insurance companies, defense contrac
tors, airlines, drug companies, oil 
firms, utilities and capital-intensive in
dustries benefiting from the invest
ment incentives of last year's tax re
duct ions would be among those. 
affected . High earners would lose 
some of their pension tax shelters. The 
minimum tax on the wealthiest indi
viduals would be strengthened. (For 
details, see box 

n ev1S1ng his package, Dole swept 
aside the argument of corporate lob
byists that Congress could not find the 
political will to fight dozens of tax 
battles in an election year and there
fore should move to increase revenues 
with just a few broad measures such as 
a surtax or delay of the tax cut sched
uled for July I, 1983. But whether the 
fragile coalitions that provided the 
needed margin of support in the Fi
nance Committee can also coalesce on 
the Senate floor and especially in the 
House remains to be seen. 

Both supporters and detractors of 
Dole's approach to meeting the con
gressional budget's call for new reve
nues remarked on his skill in getting 
the package through the Finance 
Committee. ' 11 didn't think it ,90uld be 
done," said Rudolph G . Penner, econ
omist at the American Enterprise In
stitute for Public Policy Research . But 
he cautioned that the bill "has a long 
way to go" before enactment. 

Penner observed that the tax pack
age's concentration on corporations 
and high-income individuals should 
"make it very tempting to the House 

(continued on p . I 229) 
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WASHINGTON UPDATE POLICY AND POLITICS IN BRIEF 

How the Senate Finance Committee Would Boost Revenue 
The tax bill approved by the Senate Finance Committee on 
July 2 would raise $21.1 billion in fiscal I 983, $34.1 billion in 
I 984 and $43.4 billion in I 983. Following are the bill 's 24 
revenue-raising measures and one revenue-losing step, 
ranked in descending order by the amount they would raise 
in fiscal I 983. Each item is followed by its effective date and 
its revenue impact (in billions of dollars) in fiscal I 98-3, I 984 
and 1985. 

Taxpayer compliance. Reduce noncompliance by improv
ing information reporting, increasing penalties for cheating, 
revising withholding rules for pension distributions, collect
ing taxes from restaurant owners on tip income and urging an 
increase in the Internal Revenue Service budget. 

Jan. 1, 1983 $4.3 $5.9 $7.3 
Interest and dividends. Require withholding of IO per cent 

on interest and dividend payments, with exemptions for 
certain tax-exempt institutions, corporations and low-income 
or elderly individuals. In addition, as of this July I, reduce 
the holding period for long-term capital gains tax treatment 
from one year to six months. 

Jan. 1, 1983 $4.2 $3.5 $3.9 
Life insurance. Repeal the modified co-insurance tax loop

hole; allow a deduction of 77.5 per cent of policyholder 
dividends by mutual insurance companies and 85 per cent by 
stockholder-owned companies; and stiffen tax penalties for 
early-withdrawals. 

Jan. 1, 1982 Sl.5 Sl.5 $2.2 
Unemployment tax. Increase the federal unemployment 

tax wage base from $6,000 to $7,000 a year and the tax rate 
from 3.4 to 3.5 per cent and provide for further increases in 
1985. 

Jan. 1, 1983 Sl.4 $2.3 $3.0 
Leasing. Modify "leasing" rules governing the sale of 

corporate tax breaks by requiring that lease deals have other 
economic merit, phasing out tax-benefit transfer or "wash 
sale" leases and, retroactively to Feb. 19, limiting the use of 
leases for certain other tax-avoidance purposes. 

July 1, 1982 SI.3 $2.6 $3.7 
Cigarettes. Double the cigarette excise tax from 8 cents to 

I 6 cents a pack. 
Jan. 1, 1983 SI.2 SI.8 SI.8 

Airports and airways. Increase the passenger ticket tax 
from 5 per cent to 8 per cent; increase the tax on noncommer
cial gasoline fuels to l 2 cents per gallon and increase the tax 
on other noncommercial fuels to I 4 cents per gallon; restore 
the air freight waybill tax to 5 per cent; and set the interna
tional departure ticket tax at $3. 

Sept. 1, 1982 SI.I $1.3 $1.4 
Completed contracts. Require current payment of taxes on 

income from long-term contracts. 
Jan. 1, 1983 $0.8 $2.0 $2.4 

Corporate inc-ome tax. Accelerate payments, primarily by 
increasing the size of estimated tax bills. 

Jan. 1, 1983 $0.8 $1.2 $1.l 
J\f ergers and acquisitions. Limit tax benefits from mergers 

and acquisitions. 
Sept. ], 1982 $0.7 $0.8 $0.7 

Tax preferences. Reduce certain corporate tax preferences 
by I 5 per cent and limit the amount of tax that may be offset 
by the investment tax credit to 85 per cent. 

Jan. 1, 1983 $0.7 $1.2 $1.l 
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Medicare. Subject federal employees to the social security 
tax for medicare. • 

Jan. 1, 1983 $0.6 $0.8 S0.9 
Puerto Rico. Limit tax breaks for pharmaceutical compa

nies and other firms that invest in Puerto Rico. 
Jan. 1, 1983 S0.5 SI.0 SI.I 

Construction expenses. Require corporations to amortize 
over l O years the interest and tax expenses incurred during 
the construction of nonresidential buildings. 

Jan. 1, 1983 S0.5 Sl.O Sl.O 
Depreciation. Reduce write-offs for investments for which 

taxpayers can claim an investment tax credit, an energy tax 
credit or a historic rehabilitation tax credit by an amount 
representing half the value of the credit. I 

Jan. 1, 1983 $0.4 Sl.3 S2.5 
Telephone tax. Increase the excise tax now levied on local , 

telephone service, toll telephone service and teletypewriter 
exchange service from l per cent now to 2 per cent in 1983 
and 3 per cent in 1984 and 1985 and reduce it to 2 per cent 
thereafter. 

Jan. 1, 1983 S0.3 $0.8 Sl.5 
Medical and casualty deductions. Limit deductions for 

medical expenses to amounts above JO per cent of adjusted 
gross income instead of 3 per cent and impose a similar limit 
on casualty losses, which now have no floor. 

Jan. 1, 1983 S0.3 $3.0 $3.2 
Pensions. Lower limits on tax-0eductible contributions to 

pension plans from $45,475 to $30,000 for a defined con
tribution plan and from an amount needed to fund a 
$136,425 annual benefit to that needed to provide $90,000 in 
a defined benefit plan; cut maximum combined plan benefits 
from I 40 per cent to I 25 per cent; and, as of July 2, 1982, 
curtail loans and reduce benefits for early retirees. 

Jan. 1, 1984 S0.2 $0.6 $0.7 
Foreign oil. Increase taxes on income from U .S. oil compa-' 

nies' foreign operations. 
Jan. l, 1983 $0.2 $0.5 $0.6 

Bonds. Increase taxes on income from original-issue dis
count bonds and, as of June I 0, I 982, on bonds whose 
coupons have been stripped. 

May 4, 1982 $0.l $0.4 S0.5 
Utility dividends. Repeal the deduction for reinvesting 

public util ity dividends. 
Jan. 1, 1983 $0.1 $0.4 $0.4 

Industrial revenue bonds. Require public hearings and 
approval by elected officials before private-purpose indus
trial revenue development bonds can be floated , and impose 
other restrictions. 

Jan. 1, 1983 $0.3 S0.9 
Minimum tax. Strengthen the alternative minimum tax 

levied on individuals. 
Jan. 1, 1983 $0.2 $0.3 

Depreciation. Repeal scheduled 1985 and I 986 accelera
ti on of depreciation deductions for property placed in service 
after 1984. 

Jan. 1, 1985 $1.5 
Jobs credit. Extend targeted jobs tax credit until Dec. 3 I, 

1985, and broaden its application to the non-educationally 
disadvantaged, including 16 and I 7-ycar-olds hired for sum
mer jobs. 

Jan. 1, 1983 -$0.1 -$0.3 -$0.3 



GOP tax bill steals some 
Democratic political thunder 
(cotitinued from p. 1203) 
and very hard for the Democrats to 
play politics with." 

At the Chamber of Commerce of 
the United States, which has fought 
hard against any tax increases this 
year, chief economist Richard W. 
Rahn said the committee's approval of 
the bill was a "great legislative vic
tory" for Dole. "It is an extraordi-

- narily clever package," he said. "In 
many ways it is a hard bill for us to 
fight against, because it's so technical 
that it's not easy to build up a lot of 
emotion. People are still trying to fig
ure out how it affects them." 

But the Chamber will oppose the 
bill, or at least elements of it, Rahn 
said, because it objects to many provi
sions that would "impede capital for
mation and slow economic growth." 
Not only the proposed increases in 
corporate taxes but also some of the 
tax hikes aimed at individuals--such 
as a measure to require withholding of 
IO percent of interest and dividend 
payments- would take money "out of 
the savings stream" that provides in
vestment capital, he said. 

Of the $21.1 billion the bill would 
raise in fiscal I 983, $7 .5 billion, or 36 
per cent, would be paid by corpora
tions, with the rest by individuals. This 
would reverse a trend that has seen the 
corporate share of taxes decline dur
ing the past two decades . During fi scal 
I 98 I , corporations paid I 7.6 per cent 
of all taxes, and the share was sched
uled to drop to I 4.2 per cent in I 986, 
according to the Office of Manage
ment and Budget. If Dole's bill is 
enacted, the corporate share would 
rise somewhat. 

With some exceptions, the bill also 
concentrates individual tax increases 
in the upper brackets. It is, said Rahn, 
a measure designed to "build a notion 
of Republican equity" in the face of 
Democratic charges that the GOP 
during the Reagan Admin istraiion has 
favored the wealthy at the expense of 
the poor. 

Dole said at a July 2 press confer
ence that "with just a few exceptions, 
all of the bill is in the direction of 
bringing fairness, balance and more 
equity to the tax code." 

Democrats on the Finance Commit
tee seemed to agree, at least in part, 
choosi ng not to oppose most provisions 
that would raise corporate taxes . 
Nonetheless, they object to some of 
the bill's features, including its pro
po,ed withhold ing of dividend and in-

terest payments, increases in cigarette 
and telephone excise taxes, reduction 
of deductible medical expenses, a pro
vision to force restaurant owners to 
collect taxes ·on employees' tip income 
and an increase in unemployment 
taxes. 

During the markup, Finance Com
mittee Democrats raised the fairness 
argument with an amendment by Sen. 
Rusself B. Long, D-La., to defer the 

•July I, 1983, tax cut by three months 
and grant it in full only to families 
earning less than $40,000. The cut 
would be reduced for those earning 
$40,000 to $46,000 and eliminated 
above that amount until a balanced 
budget was achieved. Long said 75 per 
cent of all taxpayers would get the full 
cut. · 

Dole said on July 2 that he believed 
"the White House will be pleased" by 
the committee's action. Though it was 
apparent that Administration support 
likely will be needed to guide the 
package through minefields on the 
Senate floor and in the House, a flat 
endorsement has yet to come. 

Treasury Secretary Donald T. 
Regan issued a statement on July 2 
saying that the bill "furthers our ef
forts to reduce deficits while maintain
ing the integrity of our economic re
covery program." And deputy White 
House press secretary Larry Speakes 
said that "at first glance," the tax 
increases have Reagan's approval but 
that the President "would have pre
ferred not to raise anyone's taxes." 

A stiff battle is likely to come over 
interest and dividend withholding, 
which has long been opposed by bank
ing interests. In its first vote on the 
issue, the committee rejected the mea
sure, I 2-7. After a break for some 

arm-twisting of Republicans by Dole, 
it was approved by an 11-9 party-line 
vote. 

One of those to change his vote was 
Sen. Dave Duren berger, R-Minn., and 
reports circulated that he had agreed 
to support withholding in exchange for 
concessions by Dole on a measure the 
chairman proposed to curtail the 
controversial practice of tax-break 
"leasing"- the purchase and sale of 
corporate tax benefits. 

But the committee ultimately ap
proved a leasing provision that it said 
would cut in half the $15.5 billion in 
expected revenue losses from that 
practice in the next three years. Cor
porate executives said the new provi
sion would markedly reduce incen
tives for profitable companies to pur
chase tax breaks. 

The Senate is expected to take up 
the package shortly after it returns 
from vacation on July I 2. The tax 
hikes will be part of a broader "recon
ciliation" bill that also will include 
about $17 billion in spending reduc
tions the Finance Committee ap
proved for the next three years. 

Many of the provisions in Dole's 
package could trace their paternity to 
Democrats, observed an aide to Ways 
and Means Committee chairman Dan 
Rostenkowski, D-111. Nonetheless, the 
Democrats won't acknowledge the 
link, he said, for fear of being blamed 
for the tax hikes. 

He added that committee Demo
crats will insist on strong White House 
support for the tax increases before 
sending them to the Hou se floor. If the 
White House pulls back, he said, 
Democrats will too, and "it will be
come an entirely Repu blican tax in
crease."- Timothy B. Oark 
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Citibank vs. New 
/ . 

·withholding'Rul~ )· 
By -LEIF H. OLSEN 

THE proposal ~ by the Sen
ate to W'ithl:iold taxes on interest 
and dividends would inieffect tm-

. pose on the public added costs of a dol~ · 
lar for each dollat'I of additional reve
nue the Govemmeni hopes toepllect. 

What appears to have been over- , 
l<>Qked is the fact that • this proposal 
will cost savers and investors more 1 

than the taxes withheld on such, in
come: They will lose their opportunity 

11 to ~m interest_ and diytdends on the 
money the Government P)'OPOSeS to 
take away during the year, and the ' 
public in general will have t~ bear the· 
cost and inconvenience of the system. 

Furthermore, it is jarringly incon
gruous to see a proposal adopted . 
which runs directly counter to what 

" bas become bipartisan naUonal poU. 
cy, namely the encouragement of 
higher ~vings and investments. It la 
also incongruous to hear wishful talk 
in Washington of the old idea of a flat . 
income tax, · which would siJ:npllfy 
things for the taxpayer, at the same 
time thJlt Con~ proceeds' to add 
costs and complexity '° the tu bur
dens of savers and investors. ' 

The withholding prrip(lsal would C5)l• · 
lect taxes of 10 percent~ interest and 
dividends as they are ~d during the 
year by banks, corporations and 
financial institutions. This would de
prive taxpayefS of at least $1. 7 billion 
they would otherwise earn through tn. 
terest and dividends on the money the 

, Government now plans to withhold. 
And it will increase the cost to compa
nies that must adJninister the witb- . 
holding. And individuals will ulti• 
mately bear those costs as they are in
corporated in the pricing structure of · 
the corporations. 

All told, the loss of incoi:pe to savers ' financial concerns of operating ~ · 
and investors, together with the cost . withholding system. The best ~ 
to the private sector of operating tho mate of that cost, wbicb ls p~bly 
withholding system, could match the low, is $1.5 billion a year. Th~.~ : 
Senate Finance Committee's estim~te · Government, in order to collect .ai 
of $3.9 billion in additlonai annual estimated $3.9 billion in ~. ~ 
revenues· that th~ Government will re- 1 requlr,., the public to pay an addltlOfttl 
ceive in the next several years as a re- estimated $3,l blWqo iJl lost lnteniil 
suit of greater compliance in report. and a~trative costs, p,111- Ill, . 
log Qiterest and dividends.' . . very real c::mts of ~ddecl time ~ 'i• 

Here is bow it would all work. Mil• wl)ole new set of regulations. , · ' · ! 
lions of savers and lilveston-wbose While the Senate proposal ~ ~ 
funds are· used to buy mortgages vide~emptionsfor!ll)lllelndivi~ 
bonds and stocks, to make loans, and the ultimate cost to tupayen ~ 
tootherwi'tie support'the supply-side of · incl~e the time, ~peratlon ud, _., · ' 
the economy - will ·receive an esti- . some cases, anguish of people~ . 
mated $300 billion in interest~ divi- exemptlop forms, . fWing tbelJa • 
dends in l983. ~ 10 percent withhold. verifying the information and an.JI) 
ing ~ would take away $30 billion gettjng them approved. .Por imt•~ . 
from that total by year-end. ~ aver- exempt it}divlduals over IS m• ~ 
ages~ to ·s15 billion for the year as a · •income ~ liablltties for tbe preice4. ' 
y,,hole. Left in the bands of taxpayers ing year of -no qiore than tt.-. -~ 
and invested at, say 11 percent, that $2,500 on a joitlt return. ~ 
$15 billion would 'yield nearly $1. 7 bil~ · are also exempt among a larp .._., · 
lion before taxes and before taking ber of other ~tlons and~' 
into account exemptions. But that is ment entities. It ls clearly a p,opaail 
only part of the cost of the system. aimed at lndiv'4ua1&. · · ... t: . 

The total would rise to well over $3 · · · ' · '. · · • · ·. . :{ 
. billion when you include the cost to __ 

•I • 

Leif H. Olsen is chaimran of the 
Economic Policy Committee at Citi
bank. 

THE cost to the consumer ... 1111 · 
also include the baidsblp u,at • , 
OVenrithbolding Will impose : CIQ .. 

millions in moderate dra•mstUC(\I ~ 
. or dependent C1li interest income, T~ . 

payers in general overpay tues co.,_ l 
F~eral Government every year. Jt
funds on 1981 taxes. for eumpl, 
amountec1 to $47 billion, or II~ 
of total personal income tues_. ~ , 
held. Although the .intent of the~-• 
to improve taxpayer compliance hi ,j;. · 
porting interest and dividen(I ~ 
and paying taxes on that ~. 
some of that unrepofted Income IOli 
to people Who would J,e exempt uy. 
-,vay due to their ~taxabl••tua. . ·:• 

There are many, partic:u!afly ~ 
~dual elderly people, who simply_. 
not have to report their interest ..a . 
dividend income. On the other ~ . 
those who dellberaUy cheat CID ~ 
tax payments Will surely find .neo, . 
ways of continuing that prac:tk:e. . · ~ . ' 

The net of all this la that to try a.ii 
capture some tax evaders, the Got..; 
emment Will .,_ct an a4dltkla4J 
cost from all 11&vers and lnvestorit. .- ~ 

. There must be a better wa)i. biter- · 
est .and dividend-payiq companllJli .. 
no~ file reports with tbe Int ... 
Revenue Service on bow much ~ 
pay individuals. using Soc1a1 Secutjt1, 
numbers to · identify the ~le¢ 
Broadened reporting of this type, COIi
pied with greater and more. ettedtye 
\JSe of this information by tbe J.R.Si • 
increase tax cqmpliance, we>µId_ Y1'14 
more revenue With proportionately 
less cost than Withholding taxes. · , . ;: . 

How much revenue the T~ 
wm ultimately capture is only•~ •. 

. mate. That esti~ate is probaMf
equaled by the dii'ect ~to~ 

, sumers plus the time and euspent.. 
tlon the lower-income . el~ wuj 
spend jn getting ex~mptlom. 1be en. 
Ute P,roposat rpay look promlalftl t\) 
the Gove~ment With a large deficit" 
cover, but fl'Qm the·potntofviewofthe 
taxpayers, it is not worth the C!OSt: 
Cuts in Gove~ent spending •~ 
Lebett«u". . . • 

~~ 
~ ~ 
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:_ 'd ~',\1,. 1, r!-\ 1,.. J" 'G·• r, 1, l • . -'>1f''"h' ,_'f.'.'ffi ·•·,£ ' f M R , ; ' E , . •. . . • . . : .. ' 
. ·1: :'.. ~\;f-\~~;,~::~, . 'et~~ngit -~!~~~- to r. eagap. s co11:om1c Policy~ -- --. _. ; ._; _; 
.... ·.•\ . .;, n ;~ ... f,~•,w:,~~ .. ..,_".,.t · •·111J); •!J ,. k ' 'ii.(,, , .. . )11 . . . , .• , ' H 
' '',~ 111-\n-,-J,'"r 1 \' J \:~~,.,.~1'" '•, u• •t'•~<(' 4 • ' I • • , ., •• ' ; o• ~ 
·.;· ~.' t' Btlft./.m; :~~JG RoBOO'S itl :• •.'.:, ,.p- ecpnoml<: _,~ljmpllonsl. · Alre?,dy the ad: without .Washington succumbing ·to fthe·, !program,: .:•:: · ,:.: : ;. -,: .. ."!I 
'}i W}ie"'ii"·l~resign~ ~ •:~tsti llt:~~~etarY1{! rplnlstrjl.Uon\ has agreed , to a $100 bll_lion temptation to resort to controls. ,, .: : . Yet another error was made when the1

; 

9( ttif .ir~asllfY,'.{qr~~onpmlc ,'Wllcy;-el\rllerli~} t~ lncrea~ . . T~ere are clear lnd1_cauons , As long as .the markets expect_ Reagano'. 1 administration was convinced by OMB that \ 
\thls 'year/ tl)e New.rork TlmeUske~fme 1r~p~th~t:;DllYJ~~-~~1>Ck1T1an, the 0¥,B director, ..... mies to unravel and , the policy roller 1i,1, s100 billion 111 higher taxes was a reason- 1 

· l.'reslgn~ over ,a ' P9licy, dlsagreemtnt. l 'i i'•tsees this as a first Installment and Intends c~aster to return, long-term rates will stay , ._ able . price for a budget resolution. that, 
. replied . that: -,~~is~'JJ possible :lQ; pi$1lgree~~-~f ~o propose yet higher taxes In the 1984 hud- ' high. And as long as th~r~ · is a l!quldity .. •. would · lower Interest rates. However, 1nJ 
wit~ 

1 
the unknown ~nd lh~t 'ino :?0jj8 ,;~nyi-f'l get. Mr,, StockJTl!lll has let It be known that · problem hl the rn·lvate sector, , short-ter1n1,,. 1stead of, niassurlng the markets about the ~ 

' longer kneW:wbat lhe·~amlnl~tratlon~~ eco-1-~r~,h(!_ bejl~~e~. t~at federal spendlnll' Is locke~I ratc11 . Wl!l stay high . . Tl~e large ta~ .In· ,1!1;deflclt,• .the tax Increase confirmed theil 
nomlc policy was or what dlre~tlpn ')t was ~ .. .. 

1

. In at 2~ fq P.t• 9~P lnde,fl~itely. With 1982 creases, which the admlmstratlon ~eheves . , fears that the president's program was urd 
going. . · : •, . . . f·-: 1 .', ,r '. ,.\·~ tax ~evenues at aro~nd 20 Yu of GNPt.11ef\y will : lqwer) n~ercst rates by redt!cmg . ttu: , h raveling, and ., that kept !merest rates f 

'. Slx , Senlqr ieconomlc ,, pollcy.:·poslttons ~; ti\~-in;w,~~~~-~~em tq be In stor11. . . deficit, rpay· actu_ally keep them high . . 11 ·. / high . ._. , . , · ,1 
. have .be~n..,•f!!Slgn~~; .., U1e .i under-, s~i:re\acy · .. l! ·: ·,, On i11~ mqn~i~cy.poll~Y. ffllllt th~. ad1111n: ~ 1 certainly I loo~s · hke · a policy unraveling, . The administration brought on lls woes ~ 
; and ~lstc!,)li secretary •W st!lte( pi~ _unde~1,i, !$lrat!o!!·J,{'!,~ F,1 f~un~ _ \ \hqi \ neither ,. tight )., , when_ the.1(1,dmlnlstrall_on proposes tax ht· ··.- ; i when It failed to match tighter monetary 1,1 
. secretary an~ asslstan~ secretary; of the ·f:, money _nqr:; fO()~e '.· moill!Y ·1owers Interest creases ~yen ~ifore Its ta~ cuts go Into ef-

1 
i policy with tax cuts In order to keep de- ~ 

i trea1mpr, itl!~;;dQl]lestlc· ~!Icy ·advl~I).: tot: ra~es,'r~~~~ MVPI~ don't know In which · 1 feet_. And ,_tax mcreases will not h~lp any: •. mand from falling and avoid a recession . . 
· the presldent a11d ·a ,member o~ the,Councll ~: dlrectloin jx>llcy ;- ls ,, going next. I Several . : .01\e s 1lqu1~!tr but ihe government s. The lax cuts had two purposes: One was to. 
of Economic · Advisers. Only one of these / monttis !lg~f wµen ·1 was still In the admlnls- :; :, , · The ad111lnlstralion talkeq itself Into a1 . lower tax rates and iJTlprove incentives,~ 

. positions has been filled. Two of these posl•:1_\J; tratlonJ ,eplpr,Whlte ·House staff was talk· . series of pollcy mistakes that-have left It In i , .. and the other was to prevent a reduction In,., 
, lions have ~en y11-cant for months, and .n~ / Ing abq»,tHlegi~la.tlng lqwer Interest rates, n . a policy bo~ .. Monetarists argued, .that In· n11 money growth from causing a drop In de· (; 
nominations have ,been' sent to the: Senate, f, _More ,res~ntly 1Ed Mee~e -said tl!at If Inter· .· . . terest rates would fall If the admlni~trat1011 i ,. mand and a recession. A reduction in the i, 
for any 9f t~e . posts '. ThUi. ~uggests· either;~~ est r?,-t.~ ;·?l!in'L !!Pl'fll! , Cjlowr, the _· adminls•,- ,. used Its forecast to send the. financial mar-', .. : growth of federal spending and / or in· ; 

·_ that the admln!stratlon ls unsure about lts ::,,{tratlon. J Yflµ!~ . .t re~~r\, f~ t'plher_; me11• ,':. ket signal~ of. 111:ht money and low lnfla~''.:., ·crease .In saving would ease pressures 011
1

1
~ 

policy direction or that the White Housek, ~\1res:l~f':;\1_.~-•·•,1,U · .. ~ ' ·I 1 
, , • .. 

1 ,. : .' ,' ' : ', lion. Howevl!r, the tight money and low In· ·. · the deficit, ' ;, · · . . · . . 
staff Intends to Jnake economic policy and ::\ -i.;1Tall(,1,1.bou\. credit ~ontrols 111 the west ,, flallon assumptions caused,. the nominal :,·;1. Howeyer, the tax cuts were put· on the·l 

.
1
-has no lnterest'ln'the posts beyqnq ~rh~ps;H'L wtng of t~e Whlfe HpQ:,e llas J>ei:n Joud en-;j GNP ~rojectlons and tax revenues t~-col--: -'., back burner for 18 months; leaving last~ 

, . using \he~ to r.e,ard ,~ronle~. ,. ' ·'\ ·:, .. ,-- .,J ough that J~!! Cabl11ety0~rc11 01'\ Bconomlc 1 ; lapse, thus · sending signals of large defi·· ,,, year's tight money to bring 011 a recession .... 
'. i In spite of the drift, likely pollcy·dlrecJ : 1 r,Affalrs '.: recently took ·· a' position against ,~ cits: -Tht1 market saw -the ,deficit projec· ·· ·; The recession . made large deficits inevila-.11 
. tlons can ~ dlscemed·.- .start ·with the; box /J,cont~l~·.:Mlq ;\he' Treasur~ has 1s!!nt a -lt!l· i ·. lions In conflict wllh the Inflation and lnter,i ,,. ble, and_: the administration Is responding_ 
·. In w!1lc~ Jh~ ·11d.1lllpls~rattqn has plac(l(t \t: ( t~ t~r .. opposlpg· ;contrql~ ; to ~enat~ 1Majorlty est rate projections and decided to believe ,.i.. to the deficits with higher taxes. · 'q 
: self. At a !IJne, '!Vhen . t~e economy Is In . a·~.

1
. leader Jiow,mt Baker. O1.!vlouslY., the Trea, •. lh!! d!;!flclts. , , . ,. , .. , .,. 1 ,1 . •·: 'i ,. · It lsn '. l _cert_aln what the combination of~ 

; serious rece~l~n;-l the· _~dmlnls\fatlof\ • has "'~ lillrY WP~l~ 'llof ~ flghUnl{ Qff. a policy Uta~ ·_"'· : Ano~her strategic error was made when 1 1 , cont~ols '11!d higher taxes would d? lo a re·.; 
: made Its mam economic _goal. a 'r,~du~tlon ~ ,, ,~as rtPt,_ ~Ing_ floa~ed: ') .. I' 1. , ,·•; .' , , , ,; , , ,! , the White House excused the Fed from re-- . cess1onary economy. Bui If the 1930s are a I 
: In the budget deficit. Norm11lly;ln I\ :re~e~~;;,F '. , W, y,as : Secretary . of, Sta\~·desl1rnate · sponsihility and blamed the deficit on · th«i guide, the a_dmlnlstration 's hudding new.; 
Jilon policy focuses on recoverr, 11n,d th!I r~• :' . ·\ George 1S~41tz. . who, ~s tre~sury _secretary, J president's budget Instead of on the rer.es· 1 

'. , economic policy 1s Indeed a riverboat _gam:',' 
t covery automatically reduces the ·deflclt •. ;,.4 _carrled:out.ttie Nixon wage .and .price con- ·1 slon. Th!! White House wanted Congress to · ble. · ·. . ____ '·. 

~he. administration, ·however, has con:·,~,? t'tpl$. tfe may be Joining this 11dmlnlstra· deal with the deficit by c11tllng spendlng;·· .1 · . 
vlnced,ltsel( Jha~ fhere can be no recovery __ .~ lion In time to live through . a second Re: , · and raising taxes, and not by pressuring · · Mr.- Ro/Jerts is Ili c \Vi/limn 1'..'. Si,ti"un '!. 
unless tile prpje<;ted bugget · deflcltj for ' l : · publlc111) •·. exnertment with controls. The the Fed to reflate. But the consequence · ;_ professor of pulilic11I eco1w111.11 111 the Ce11· 

/. )!1113-85 '. are reduced . . , · ! •1 
···.- • • . ' '} ec,r'iqmy · cannot Indefinitely experience. ! was to shift the blame for the recession .·,-; lei' for Stmlcyic 1111d /11lm111liun11I Stuili1•s, , 

That me~~ ~lgher_, taxes(or -dltfer~nt '. ;,,~t q ~ierest r~tes a11d falling lnflalloq . from the Fed to the president's economic · · (:curyetow11 ll111 11ers1l,11, '. , ., 
--- ------------------------a--==============· 
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·· ·: ,c,.:;,.. ;;.;-~ !<! ,.ri,,# ;4{,£ r,,,-J~iici:S~i .\~.4,>i•.'it" ,l tr..;;;D.t 2'.ft':',jis\,'fi'ii V' I;;,; · : 
• .. . •.u • ':i .l~'! : ·- : 1~:.. · •: · · ,.1r~ ·L·· t_ .. r ., .... . • ........ - ._:,.; -: ~~• - .,-, ::_ . ! ..._ .- . ·.J'! -:--: · .; . ..;..!-4 :,..-c: , .~ -.. "'~;-~ · '.l:.".. r . . . 
. . ;!,~~-~".:'-w. ·•ByMarkPotts~~:::_~~-·ti·-•A "reduction in .. tmftai 'breu re-· --.,._. ·: -;; . --r~;.-~•-~-"' 4 ·.;; ' • : ~, ·- • 

· ':_ -:E,~! Wubllllioii foKSlaff Wrt-~':"!,;'n _- ' i.;,.,,.;,...;.· .fro · .f.he· . 10 .; ,,: .,_,_ " [t'":~...._. ,:J~ ~ •,1.il~ ";:::.}i~ ~w;..-.7,r-·•?-<> . •'.f' ' ~, . • 
• . . • • , :!I- '°"""'"5 m percen UIYCDV ..... ~ ,. • · ,<•. " ,.>:e1 , 7 ' ' .. .. , • • , ' . ' ·Businessmen ... •arel t.a1ang.-r.·a~dlm --~"'ment ·-ta:1 ctedit.···Af'present, •·firmS .·. •.I .:.rr.r~eftas .. ,;;., ... ut',..-.r'-'""y·· ·B:z•· i. ., _· --·, 

· •· · f tli '°iai' •;;1,,;; .... : · assed by - ,f t 'the ·cre<fi+:· rmalf 10 ... ... t · · - J. J - .... ' -' : ·' " "-1• ... ..... • · -;r S:nafAl·1ast ~~~y say·ttie.-,~t11e··~ :or;l1cqwsfuon/ ~ -. · -~=.>-• ""'~r.:~~~-.,t~!! --~\;~ ~~ -~?~ · - -
·: nieasure'.s restrictions ;' OJi '. deprecla.;~;•'>aepreciaufthe full valiie;of the"c(llt . ·.· <.Rat~s ._Slip·-to ':: _:~•( :-.,{ 
:-''' timi: -andr.- .investDieitt:t.a:i:..,_'.tc:redita~ ofthe pu:rcbase. The Seriat.eineaiire · ·. !., i-. t·"tw-r,~ ... '!";i,\u· /f..- '·t i1?~:C- :;.¾ ·.·\·~1 
;;,, coti1d l!a~ a clilllirig. eff~ict=-·on ·cor:. :, :would·Teduce the -0eprecla:tiori to·95 . .i-":7 ~o·n"' t ·-.:;T~o··,.~,~:- . -~~~:; .t:~. 
,'-' te". . 'tal ,;.~;-.... V th - t f the cost of the ___ ,_____ L IN~ .• 1"' · •. . 

pora ~- cap1 _ SJM:•-~•tr':O~:, , ...,e · .Tbia~nwoulo d . $. 
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next .1ew y~ ..,,;,,~ JL~-'Ji ___ .,,,_~--i ···' · - . save . . on :m · · ;.;.,~.-.: 't1, i.: •. ·~~--''.'r ',, -~ ·:. . ~ i- • .. 

~me companies .~mplain~_-tbat ~983, rising to $259 million _in,19~.- - ,l· -Yieic1s::\ -~ii'}?iboit-te~-~ ' ) ( - · · 
_ $e _changes_in_~e ~safe_rul!Q9~ tax- _,.;._~Accelerations of the depreciation ... ~: ·Treasury .. sectnities·. dropped -: .. . : :;:- - : · 
~g provision make _~t concept -~edule ~t are supposed .to go -· '. . for 'the fourth_ .. straight :wee1t .. . 

_ virtually ~~ -to financially _ trou:. mto . e!'f~ m 1985 and 1986 .'!"O~d . · ;-°!D:Ye&U!~y'(·auctions, -~.,. -r,: 
c • • bled companies that · have -been. .be. eliminated. In 1985, thii .will ,; · mg· to ·tne 1owest level · 111 ·\ · 
. countmgonit. -;_:_1 :,. "·; ~--~:~. ;: -1 ~mean .the loss to . business •of $L6 ·: :· moretliansevenmonths; ~ .~-

• And business leaders wained yes- billion. rising rapidly to $10.2 billion ficials said. .. - · · · · · .;_ --.:· · 
terday thaf the changes. in tax law in 1986 and to $18.8 billion in 1987. -- · About _$5.5 .billion .'in 'sii~ -
approved by the Senate, many ·of · -Corporate tax-leasing-the sale : ·month T-bills were auctioned . 
which rolled back advantages given of tax breaks ·by nontaxpaying firms ·af-an ··ave.rage discount rate of. · · 
to business a year ago, could put a · ·• to taxable ~would qe severely _--;_;, 11.378 percent, down from the ·. 
damper on economic recovery." '. ·restricted. : If enacted, this 'provision · · rn J1.441 _percent of~ Monday. · 

"It's all negative," said Theodore : will · cost . the -: business · community - -:r: ~ The government also 'sold 
_ F.ck, ·chief economist": for .Standard - . $1.J . billion in::1983,':rising progies- ·._ -~·' about $5.5 "billioidn tlirOO:. . 
· , Oil Co.- (Indiana). "The_or'iginal in- , ,sively to $7.2 billion by,1987~- !:.:::' v·month bills ~t' -~ / ayerage ~ 
· tent of the 1981 tax code was to pro- ·; In · addition, ··the ·legislation M5 ·,: ··rate of' °10.559 perce~ 'd:owri .. 
- vide · corporations some incentives . :provisions .accelerating-•corporate in- · ·::-.from 11:14 percent:;/~ '..;;;r -· · 

. _ with regard to_their_capital. ·expend- . ·;come,:tax payments;,eliniinating ·tax ' :~"- ::.Tlie_yiel~''a:::nieasuritot :. ; 
~ ·: itur~-.~t '.flus.is i-e!illy_taking ~ack '. :.breaks,;avail~b~e-: ro .. ·conip~!es__ ··m~ ·.:J ~eJj~Cor gof~#ie_n,t_'.1?9,f~-... ; -
': a fair amount of what :coroorations, .volved -m mergers and restnctmg tai · · .rowmg .from· the·public, were · • . 
. wete·ongfuallyprovided."~:°1_'?.:=.~'·· •· · 1deferra1s · for ·multiyeai)roritra$rs, ._;j :the IowesFsmce 'the ·nec:11 ! . i .·., 

"We're· concerned abou(i he ~ex- particularly those in the.defense 'and . levels .of. 10.772.'pen:eiit-fcfr :-- : .. .. 
. tent to·which they're cutting.back on ·aerospace industries. :·.,; · •. · ;,. :.-~':--: '1' six-month 'bills -~and : 10.404 -: ,_- : · . -

l 
the incentives to business · invest- . • -;- Edward G. Jefferson,· chairman-of ·:·'. ·percent for tliree~nfonth billit· : 

. __ ment," said Paul Huard, vice.pres- E.l du Pont de Nemours & Co. Inc., , . ·· Be~g--· today: J~ . 
ident for taxation and fiscal policy at which-will spend about $3.2 billion . · ~d. savings and loan Ss~ 
the National Associatio~ of Manu- this year on new plant · and equip- : CJation ma~ pay .as much~~ ··· 
facturers. · .. · , : , · -. . _ · · ment, said the pro~ limit.a to · 12.19 · percent mterest · on · 

"It's certainly going to reduce ·in- depreciation could force his compa- _ -~ $10,000-minim~ six:month -
vestment," said Richard Rahn, en ny to reevaluate its capital spending _. · money market . certifica~ 
economist at the Chamber of Com- plans in coming years. "It ce~ is down from 12.7 percent. · .-. · 
merce of the United States. "Taxes an important consideration [because] S&Ls may pay as much _as 
reach such a high point that they it impacts on cash flow," he said. 10.559 percent and commercial 
become a disincentive. You have to Jefferson said the more negative ~ as much as }0.309 P9:· 
reduce those disincentives." effects of the proposed changes in _ cent mterest on $1,50(!-mlDll• 

The provisions in the ,Senate-ap- · tax law would not become apparent num three-month certificates, 
proved tax bill causing the deepest until mid-decade. "When I add [the down from last week's 11.14 ._ 
concern within the business commu- changes] up in our own case, they're _ percent and 10.89 per:en~-_ .... ~- -; 
nity are: _ . ;. . - · . .. · See CoMP.ANIES, i>10; Col. 3 ' :~-:p· .. : : -:~ ,. ~::._-_ ~ ··. ~: -- -- · -- - .. 

- --,.:::_. ~ - ·-· :,. U:~ .~ •• ~ • • • • -¥.. . . . . - . - - t 
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~~~~~~'.~ .. ~Tax. Pacli~:t · -·e·::~::i :1,~ 
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:;. :I~,;-:-·:--~·-; i~{;:·1~l;-~~~J-:~-:. P· ~ .. ~:~1-~-:~~· ... _-: : .... ~ .. -B :;.,:,.. .. _,,.._._,_,,.,,, ... -·~i'l·-7,~ ... 1'~--- :,1:: .. 
I· ., • :A •: · "· 1r :, _: .• ~ -· .. 'J! ·· r~ '."'~·= z. "'- ► h't-- - , 
r. us1nessmen•,t;•,.; .~ .... , 
;: --~-•-~-~ ;,Zz.~.,~+;4;'f'~.!':'~j r~i 

._ : ... •.. , •• ~·l .~.-- ~ --• ,·,;f . ..,f,., ·,tf,!",-,.'c :¢':°') 
CO!\f P ANIES, From D7 -~f.;:} · -.( 

cqwt.e .~µbsfantial/_particularly. when\ .''~] 
h,ou get· in~..,1985: ~~ ~~~~ -~~ th~'ir · , ·<. 
;~pact," !te:sai~J,~-::-/~~ ~~:;.~i:~-~:.:.r;.; /_:-.', 
c. · Other business officials also .· said .• · -~ · 

:;:.:?i;~~~~:: LJ 
:(P~ Bu~ . some pom~; ol!_t tbat · ; :.~ 1 
: there. were other . forces ·. invo1vea. in -~'. -'-: 
~ pita( expenditure~-p~ ~ -j.ax, -~~1 
~ ~erati~ns:. J;ompetitive,£ situa~ . :_ •. 
, tiom :ana--~;l.;tc, . . uii'ements r · · 
I;. .. , . ··''."&~- ry req ~- ,·· ·.. -
~aie.Aili10-:'factori.1n ·_spending .~ileci-:: .,.~. 
• siona.~=-:· :--::_ ... ·::··_tt·: :~. · ~-- ·, ·: / :.:..,_.;,.- ··.:. _:: 

",:. -~o;i'ii~;t-~~~ --a .chief ~~~~~ti~~-·. 
"coming into a· board meeting .. trying · · 
.,.~ -~ -1!:£.aPi~_)!iyestme~f on ·:the~· _·, i 
. basis of taxes," said .~ack ~~bertine, 1 

: executive director of the American 
~.Business J;~onference:a group_ rep-

_resenting' midsize corporations. "The 
_ tax bill, iidtaelf, -in my judgment;· is.' -~-
not big enough ~ -have a substantial · 
effect in terms of capital spending. : · 

... _ · "Absent: a_ cut in interest rates, 

.. you won't : have any capital spend-
; :mg,' be add1 :· ~~::.: "~· \: :-_ ·: ·. -~ · . ·_: , . 
;·- But other ·business executives-· 
' ~anied that the proposed changes 
~- themseives would have a detrimental 
~-effect on the economic recovery • 
. Rahn predicted that the tax propos
al would cut gross national product 
growth by· as much as 1 percent a 
year in the . next two y~ and re
duce the number of jobs created by · 
'i'00,000 a year in 1983 and 1984. . 
· Eck said the reversal of last year's 
tax cuts appeared to undermine the 

· aim of supply-side economics· for the 
sake of reducing budget deficits. 

:' "The whole idea of supply-side ·was 
i- t.o increase investment for the whole 
.::: ·decade,"--'be said.' . "Unfortunately, 
·:· this is a little backsliding.• ·. -

... 
~.,. I _- .. - '; : ; -:-:- - 7 •-'.if' . 7 ;, .. " :•.•""':."' ···:: .i. -- - ---
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1
~;iESDA~11.ijiJl~,1.,1:i1~ia2•~~~~~~-~~~~--.. -- · -- · ----· -- -· - ~ .. · : ... · -

~ TV(Q)>JJ!tf'~k~~WitJIIJ?~K~:tttHf1Bl~Q~;t,] ij1fE~ifltfJll $~kl:ififiil<>N 
t ::so· ·a"_· l<;:r1•·n1•:'"·· ·g·7 .-,~)rt·. ·1,,e ~·:r:·"·?•1;c:. ·1,·;'.·i.: ;~~~jr;i~~:~:· t~:·1 
;. _.. ·, _ ;!¾, ;:j/ . _} . threatened curtailment \ 
! . 1

- . , , ~ , of taxpayer-subsldl~ed , i 
' . · · ' ·. · ·. ' . • · r , . three-martini lunches Is 
-THE Reagan-Dole tax I _! .. : '"' \. ,_. _, ..... . ~- ... · · ·· · · 'i, . ·· 1 ', · _:. driving corporate emlri-_ 
bill,the·largestnomlnal .· . .. .. . _, ... , - : · .. a>•· ·:, ;_ • "1••:·i encesandsomeoftheir ' 

.tax Increase lq · peace- i "IS· · roo e -'· 1n. journallatlo brethren t.o 
• time history at $99 bll: 1 l ·: .• ··. :. . lioH,101·uto drlnl,, 1111 If I 
; lion, ,Is ~. triumph of tht( ·s ' . . 'I j ' . ' . - ,.., ' . . euc I swanor might be 
GOP s old time rell- , .. . ,. (. . ., .. ,L . .? ,_ .. . . , .,.,: • . .,. .,.,-,,~ . . , ;l}'l~~i.J}i.'I their lll.!lt. 'l~1at Ronald , 

·glon," , grounded ln - the; .. ,t -,_ ,, .. , .ff· •' .. , , .,•,• ~·t1·1•,• ~-•·: ; 1t(• , ;,.' . ·,·.;. ,-,, ~, lteugun Is apparently · 
lit! Ith I I al . d ··' ,I t. . .. -, .k1·-•'! ·P · -·· 'd'- ··•• --~ t. .. ii tolerating the deprlva , PO _ca - eoogc oc1_ · . •• • • • • •. , . •. : .. • . 1;,_,; • 

trlne ,.: ,. of salyat1011 ~ ~ ,''la il'S an· er (·: .. tlon has Intensified th~ 
through suffering. . . · . · .,. 1 ·' moaning ut the bur. 
1 While " budget-balanc: • :··~ i-.• "'" _ :.--• ..,, _ It ill ull romlnlllcont of 
,Ing ill the economic ra- · ' . , , - , . . , tho lnlerv!ll ·,whon the 
tlonule :'fairness" la -the - ,, · · ' ' polltlc11.lly dopurl11J 
politic~ justification, ac- ~:::i • ,.,: ••. By .PAi'RICK-J auc'HANAN 1. ; ' ) ) 1·1~ ~- : LORQ ft\ACAULA y ' .. ' Jimmy Curter brlony_, 
cording to Sen, _',Robert ~; . r~ -~ ·· ·_ :, . . 11 • 

1
• _ • - • ". ., ~-, Saw It ~om'-• 1 . ; _ i;ponsored this revolution 

. Doleandhlsadmlrersat_ • ' · . '-~ ':-r• '.4, , 1 . • - •--~ . -·" •• J .•. ,: . ..,.;~~•'·· .,. ,. ""If .: , ;,, In tho American wuy of . 
-'l'he New Republic. It ls '··· remalnlng _; 90 ;; per.1; ce"~I·, averaa• taxpayer ln the ;•, of . publlq , tu.Ith, On the · . llfu bul H<><>n retroutod 
time · to force the "fat (The nine mllllon" tax•' -.· top . 10 per_ cen~ shelled · · other . . . · a demagogue, ·· under congrosslorutl fire :· 
cats'' to carry their "fatr ·• payers who earned more , .. ; put .J4~. , ·':I.' " . ;. · . ranting about the tyr- , with a bad case of . 
share" of supporting the l than $32,100 ln .1980 paid 1-:' To assert, · then, µia~ . . anny · of capitalists and ; shakes. TI1ere may be a · 
1,ystem from which they : 112 per cent of the federal . : the , atnuen~ ln America • usurers, and llSklng why _ comparable loss of nerves 
benefit so mightily. : . : · Income tax blll; the 80 ,;':. are ttvadlng _ their tax re- ·_anybody should be per- · when this provllllon ot U1e • 

: Now a little Jacksonian : mllllon who earned leas l ;-: sponslbWty, ,, l!loughing It .- mltted to drink cham• . Senate-approved tax bill ; 
populism - whether tar:;, paid the remalnln, ~~~~. off _on the-: Jl}iddle 'cl888 _pagne and to ride In &, hi review~. by the Hou11e, 1 
geted at limousine Uber;- .: percent.) . • ,. 1~--• ' h·,./1 ~d-: thepoor,lsnotonly carriage, · whlle thou- ' The three-martini· 
als or yacht basin ltepub- .:: , e The top 25 ~f cent 'f.r propagandistic; It Is a sands - of honest folka ' lunch" ls, of course, cul• 
licllllS-adds spice to the ':i of U.S. taxpayen, ! w)lQ ,g{ bal<J-taced lie,· ·I' lie, ad- are In want . . . · . · tural short-hand tor 
democratic dialogue.' But . footed -two-thirds of · th, :~, vanced by ;· people who ·• . ·, !'I ' seriously appre- , _ what long ago became 
rhetoric, • customarlly,1, total Income tax 1 bill • ln '.~t.know •better-for reasons,- --,hend," he warned, "that . established as the ritual 
should bear some rela• ·-. 1975, are · now ·•·payln$ r-~: ldeologlcal and political, you will · 1n some such · of tax-deductible "enter., 
tion to' reality; and, even : more than tJu-te-fourtJIIS n Llk' the W~ps (White season dt adveniity' as I ·. tainment." Actually the ' 
by the standards ot gen; ,.: - 77 per c~nt . . 1. ~- · ; ·•,' · t~. Ang\o-Saxon . · Protest. have described, do things ,· Senate version Is a half- , 
teel . demagoguery, _ the ';' . . • The top \ flalf .- •:ot ''.' ants), the well-to-do ap- which will prevent pros- . ;· way measure. Under ex- .. 
ac.-cusatlon should con•::: Americans ii) ;'_ Income, }.!i pear to be one of µie ,few . perity from returning; ;-, lstlng law and lore, com- =. 
tam an element ot truth. ~ · those above th~ 1J1edlan,f .i mlnQrity gl'9Upa In I the . that you will act like .. pan I es are allowed to de-

Where Is the ~th In :· Pllid 94 per cent of ·a11 'J-U.S; It 1,\1 ~~ptable to , people who . .. In a year .... duct from ta~ obllga-··• 
the generalized slander . federal Income -taxes In .~ slander: ; ' ., · · , : . - , . of scarcity, devour all the . ~Ions the total costs ot 
lhut_ the well-to-do In ~e : . 19fl(); the lower half paid r . Thomas, . ·• I.3ablngton · seed com and thus make ' business meals!' and 

- U.S. are not carrying a 1,qnly 6 per cent. _ . .. • .. . ,:;,; M;acjl.w.ay, ,_Jl . ~l11e ol~ _ the next year a year, not other related amenltle11. 
"falr share" of -Uw fed- .. ·,• •',l'he working ' class ,' Brit, .' saw-: It' coming, '.'· of scar.city, but of ab- -. The Senate would still : 
eral tax burden? ' ··· and working poor..,... the -i;Writlng a friend before' i -solute famine. The spoUa- , permit 50 per cent of the 

Accord!ng to the TIU' -·, lowest 25 percept lo tax-:q the :Ctvll war; he epvls- ·uon will l_ncrease the dis·· .1 ;tariff to be w,rltten oft . 
Foundation, drawing on 1;> able . Income -:- . ~ar a ·\ toned · a future leglsla1 •,· tress. The dJ~tress will for tax purposes. It 
numbers provided _ by ,\ .minuscule three-tenths ·: ture ln America: · . -produce · fresh spoliation. · would also maintain the , 
the Treasury: . · . ·J :of 1 per cen_~ of the iota.I . . " 'On . the one side," he , , Ttiere Is nothing to stop prei;ent giveaway spirit 

• The top 10 per cent ·1,- tax burden; ' : , . • ( ajlld, woulii be ''a states- ' you. Your Constitution ls - for all overnight, out-of• , 
of taxpayers ·atready ;fi:: Jfqir every.1ln1l• dollar'•,·; pian,pre1Lchtnir p11Ue11ce1 ,. "11 su.U and no anchor.'' town expenditures. _ 
carry more Qf the ·tot~ ·_· ln Income lllX paid by ,••. re11pect ,- .for · veste<J Lord Macaulay, meet I Thui1 the tax-free ex, · 
lax burden than . the , the:,e working tolk, the ·, ,: rlgl\t•, .!llrtct Qblt4lrYIU\O• Bob Dole. · pea we account wlll iieurco---------'- =-· - iW--~- -~ ... ~-........ . a.._.._. ,..~,.~ .... w _;u • .. ..,;.. ... . .. ~ •. ~ ·· ·-· . ... .. . . 
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~-·R~-i~;~;;:,;;~zilr~·.~~ 1· · ~l1~~1:?!:~:"!a .. 1
1 

:~~~~i~~~~:~3~~- _ 
- ,. . . • -~ - - ; . , C ' • • _ , . ,- : - come from economic decline: arid one neath .. the banner, We Raised . Your 

~ Th·:-~:--G·:···~ .~-: ,.-•..::~.;- ·: · ~ - major cause of that decline·~ ·the bur-, . \ T~es." I should like to ha~ been in . . 
= 

1 
- e - -r eat· ~,_ -_, . densome taxation weiuhing down upon ·- ·1 · ~f_J)val. Office to hear how t.hey sold . . -. - . - - . . .., thl8 n.o..+-;cuJ • f··w 

•·. · ;,: •. _,.. _-; '-".!"·;.:·~-~$ tr' 71'.i~-~·-_, _:_.· ~ · ;:. ·. "i>rod~ctive Ameri~ ~.pay ___ for /fip •· : aifReagJ' .... W arwhptece o.' ocy_ to .~I:':" 
- -- ~-, .· " l- · t, ,t- i •·-1 . .:- ;;.- .· .. : . . '. ,.· O'Neill'sGoodFm.ryPolitique. ,·. ~;;.,.:,.. -. ~· an, oseearliertaxcutsrep~.. C1QD m :--:.¼>'. ~.:..=---_: '!.:-:- .·· ... ::,:.: ~---ll\ ·a ~rd,· ~ericanif ~ , ~-~ ··:· . .. ..rese~t.ed Washington's" only_ ~ous at-
,.-; \.7 r !-:: : 1~: ax);~ ." •. • :.., This message, however, does. not 'get U) : I :f:empt.to.<:<>ntro! go~emme~t Spending, . ;. 
7:-• • · : .:: ; .,_ .,; , •. ,: ::··,.-~ . :, -~·"'"t./·/< - .- ; .. ~: Washington, wlien, higli taxes always ._. , J> reviv~ ~encan p~rity and to 
:· ·~.- .· ,>!.! ;, f ~?t ·<, r.-.~ Ji..' ~.-_. ~-.Y .. . . . . ·mean flush times . for bureaucrata".-and .. l ~make Republicans the majority party. : ' .. --.. -In·c: '·r-te. ·a·•···s·:J!'re-t-P.~ l!; :,i :: ~(: pola ~ . ~~n_]f~·Jand ·_of · '. ',rt .~ .. :~~·-~_:':.,:;:·;: ... :;·~_/.; : :t<r·_:. . 
.- ··:: - . : _ _ .::.;.~ ·'i~':!"-:- .: .'.. ,.f ; ·~em.and ·taxendt_• , ~ .a~ or .• ·,1 k · .,'-::; . . '1"·• i.:. _! ~ -. • ,·'._;·,~J .. . t?-T-~,j... · · -
f: <~;~~~~iif~:~:~~~~- _·.- i" ~~r-c~:W~ ~~~=;~;~ {?1H~/f~j~::~~~~,~::J,~:te1;~l!:,, .. ; ... .-.-
., .. Ii' - ·-1 - • · •. ;: 1, ..t::'.~ ' I ' ...... ,_'!..":..., ... :: . ,: .~ ., .. , .•. ··· ·Pd ... ..:....1. nn... . . . -~ =,. ,..,...,~.:.~ , : . · · ; ere.m IDDlDUWllY =: t·m lilllU-=uo. .: · . - ~aaidefromliotmran papeJ'wurA. "1111t · - · - ·· 
: .. 'And iotlioeeofus"wbo'\\Wlddenylife, . . ~,· , ... ao.Jheyknow about the.fabled bottom··. 
~ ' . hoerty -and the .pursuit" oC bippiriesti t.o \ ··.~ ' ' ).irw? Their economic k;nowledge.-a(~ .. , 
:"= · ~ : &h ~o~ No~ :Carolina's Ou~r .· . ··. ~~ , Ct?R-S~tii ~f hunches, and ~ !1~ ~ · j' 
·· . Blinks, this IS bad news. At the famed .: , ;: '. •. t$ially wrong. Some weeks ago; tlieym- · 

Kitty Hawt·Pier; .the' assembled sages : · .. .- · ·~ -s'isted that a .bU<]gef ffllOltitioii ~ a ' 
· ·. ha..v.e ~~JJl'Olonged comanulationfor ; . · .. -_ ·matter of utmait µrgency if Wall-Stniet . 

. -~-mon~-·~ting ori'liQW_the,y ,might ~;: ; ·;.· r · -,,. t.o 'lower.1riterest rates: The-iesolti-

. .. :activate ~ ·fishing. P~.they~~ · ,. ' ~- ~.·;.~~on a Thumay:On ~oixlay, -
_ callin~n.RobertDole;_cha.iJnimiof_~ -1 : <~ : Cipbank ~ its pnme.mterest ·rste: _: 

: Senate ~ : CoIDIDittee; He .would . I .. •:;. · ~~ ~lt, mar~et_SW?O~ The po~ ~ 
doubtJess.. adVJSe tha. t they lPw a thump- · _;, - pkiilded on. · · :---- : -0 ,;;.-r- _; --, · · - ~ < . _-- -• • · . , _.Y. ' . . ~ .. • ~ c l! 't 

. mg tax on ~ 'The .~ P~'.' ... : 0 
: ~publicari."':" congressional.: leaders, · .j 

.-.,; ucµve ·tbe fisherman;~-~~ ·:: aided and abette<i"bythe Whit.e·Hoose ~ 
would tax ~ Surely that would acti- ·-·· Mach.iavels, induced House Republi-
vat.e the fish.irig_. .,~ -: -~'.!:• :;;{ ,'.:.i·:, :·: -:-.. ~_ ams to vot.e for that budget resolution 
· Does Dole's reasoning·scimd .impla\tsi,. . by telling them it was the only way to 
b~?- Well, it convinced many cl the pry spending . cuts · from their oppo- . 
~ presidents around Ronald Rea- nenti in the Party of the Good Fairy. · 
~ They have moved in a matter of · Now, six weeks later, th~ spending cuts 
months from being champions f:L the · amount t.o less than QDe-third of the 

t ' _ ~est tax <:t1t !n American ~ to cuts promised; and the tax in_crease to 
, bemg champions of the largest peacetime be slammed down on us dunng these 

t.ax increase in history. I should like to see recessionary times gi:ows daily. Still, 
th~ bright fellows in action ori the Kitty the pols plod on. Once again the saps 
Hawk Pier. One day they would be cast- of the GOP are becoming willing tax 
mg· mightily. The next day they would be collect.ors for Democratic spending 
in: with the fish. The}'. have no oonst.ancy pi:ograms, and even out of power_ the 
~1.118 they have no ideas.: . : a·' - - - Dem.o.crats are successfully maru1t,aing 

The only man in the White House · · to spend still IJ!Ore. ·.: .: · <,. . ~ · 
' w~o has id~, ideas about t~e purpose : - . . ~tasr December;. a ·very shrewd Re-
~d w~rth of government, JS Ronald publican - declared . that· "the · only . 
Reagan; an~ appare~tly he who ~nee ' proper way to balance the budget is.-
counseled v.:it!i men like Milton !tied- through control of government spend-
man ~d "\Yilliam F. Buckley Jr .. IS now ing and increasing prosperity and pro- · 

· allowmg himself to be goveme<! by ~e duclivity for all" This is shrewd poll-
successors to Haldeman & Ehrlichman, . . · d also d · · Th 
Powell & Jord S ch hilos hes f I tics an soun econorru~ e . 

. . . . .an. u I! op , 0 speaker was Ronald Reagan. , • . -
.course. have no conception of what af. : · · . . . · · ·· · 
fairs of state might be. They are the · · What has happened to th~ Ronald 
p0litical tacticians, the· bright boys who · Reagan who told us on April 1 that , 
convince politicians that they know : "you don't raise taxes in a recession''? 
how to keep heir man in office. Alas; 1 What has happened to the .~nald 
the record of this species of Machiavel . Reagan who l~t December 1ru;~ted 
over the past three presidential admin- that such taxation amounted to ro~-
istrations has not been awe-inspiring. bing the people"? Apparently he has · 
. Today Ronald Reagan is under' the ~ded himself over to Baker & D~- . 
professional care of Baker & Darman, man .. They now ~~d the palace with. 
who believe that they. can remain in the_ same steely vigilance that charac- . 
power even longer than Ehrlichman & te~ the. stupendous performances . 
Haldeman · or Powell · &. Jordan. Dole of their predecessors, Powell & Jordan, 
ruis·coovinced them that interest ~tes . i Haldeman & Ehrlic~man. '.They con-
. will_ drop if the federal. deficit is riar- . ; .tro\ . what ~e · president reads . and · 
ro:w~ by higher taxes. There is no eco- · whom he sees. . They have apparentl_y 
no~c evidence to support this conclu- overwhe~ed him and muzzled all his 
sion. In fact, President Carter followed embarrassmg talk ;ibout lower taxes 
tni?·poJicy during the Ia,<rt; futile presi- and lower spending . . They have won 
dential administration. He rai.--i taxes the battle for the president's ear. 
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McGovern 
Would 
Be 
Proud 

The transformation of Ronald Rea- · 
gan into a tax reformer capable of con
verting· George McGovern's dreams 
into reality was beyond doubt at 10:15 
a.m. last · Thursday when Republican 
senator Robert W. Kasten Jr. was sum
moned to the Oval Office to face the 
great communicator. . · . 

Using all his magnetism, the presi
dent pleaded with Kasten, a 40-year
old Wisconsin conservative elected in 
the 1980 Reagan sweep, to withdraw 
his amendment to the tax bill. That 
amendment would have stripped the 
bill of a oroviso to withhold taxes on 
dividends and 'interest, long the far-out 
dream of tax reformers now becoming 
reality under Reagan. 

Kasten refused. But under the 
White House whip, 24 Republican 
senators who Sponsored a 1980 resolu
tion opposing a similar withholding 
scheme by President Carter voted for 
it in the Senate Thursday night as it 
passed, 50 to 47. One word. from the 
president could have chilled the 
amendment and the bill. · 

Instead, the famed anti-taxer . 
pushed for a tax increase that is not 
only one of the largest in history but 
that contains a generation worth of ac
cumulated tax reform debris geared to 
higher revenue and soaking the rich. 
The late edition even includes Jimmy 
Cart<!r's notorioua attack on the three
martini businessman's lunch. Alterna
tive explanations of Reagan's conduct 
are equally damning: that in his rush 
for revenue, he either did not under-
stand or did not care. . 

As a result, liberal Democrats won 
the best of two worlds: a bill that 
achieves McGovern-Carter tax reform 
beyond their wildest dreams but that 
bears a Republican label Only two 
other freshman senators, Florida's 
Paula Hawkins and Georgia's Mack • . 
Mattingly, joined Kasten to break &- . 
publican ranks on final passage. 
Smirking Democrats to a man voted 
against it, not wishing to be saddled 
with increasing taxes in an election-re-

• cession year. 

·· Some administration officials who 
understand the debacle blamed the 
Treasury for giving Sen. Robert Dole_ a 
free band in writing the 700-page bill 
in his Finance Committee. "We let 
Dole run loose, just when he was 
launching his campaign for president_" 
one official told ua. 
· But that leta the Treasury off too 
easily. In truth, the Dole bill emerged 
from the catacombs of the Treasury 
where holdover bureaucrats in the Tax 
Division unearthed their hoary "loop
holHlosing" schemes last September 
when White House chief of staff James 
Baker began his drive for more reve
nue. Their boss, Assist.ant Secretary 
Buck Chapoton. is a Houston tax law
yer congenial to cleaning up the tax 
code at the expense of the taxpayers. 

The two main supply-side econo
mists at Treasury, Under Secretary 
.Norman Ture and Assistant Secretary 
Paul Craig Roberts, protested futilely 
and finally resigned. Secretary Donald 
T. Regan allowed himself to be swept 
along by the tide. On the day the bill 
was brought up in the Senate, Regan 
was oblivious to private protests from 
Pepsico chief Don Kendall and ecooo 
mist Walter Williams. 

There was no voice in the adminis
tration to echo Sen. Kasten•s· plea that 
"we Republicans were not elected to 
raise taxes on savings and investment." 
Inatea'ci, Don Regan was pumping the 
telephone to support the interest and 
dividend withholding provision. · 
• The rationale for the president to 
swallow a McGovernite tax bill is his 
belief, mocked by sophisticated opin
ion that the bill will make mar~ts 
~ and interest rates fall. Despite a 
lifetime of sermonizing against liberal 
tax policy, he swallowed the Dole bill 
as effortlessly as he had massive tax in
creases as governor of California. 

Speaker Thomas .P. · O'Neill, a last 
remaining political asset for the &
publicans, nearly saved the GOP as the 
Senate bill was passing by insisting 
that anti-oil taxes be added in the 
House. Majority Leader Jim Wright, 
understanding that the bill must retain 
its &publican label, quickly repaired 
the damage. 

That · leaves the fate of the bill 
squarely in &publican hands. ~In this . 
bill, we alienate the last constituency 
that has any use for the Reagan ad
ministration-business," one key 
House Republican leader told us. He is 
hard at work to exounge the anti-busi
ness provisions from the bill but retain 
the $99 billion in extra revenue 
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However, that would mean. still 
higher taxes for ordinary Americans. 
Norman Ture believes that, whate_v~r 
the merit of one or two of the bill s 
provisions, no tax increase . sho~d be 
passed in today's economic chm~te. l 
That credo ia shared by Reagantte.'I I 

. such as Rep. Jack _Kemp of Ne_w York l 
on the leadership and Reps. Phil Cran_e 1 
of Illinois and John Rousselot of Cali
fornia on the Ways and Me~s Com
mittee. It is surely a Reag~mte credo, 
even though &agan himself has 
chosen to borrow the worst of George 
McGovern and Herbert Hoover by 
pushing revenue-_raising tax reform 
amidst an economic agony. 

~- -~ -r- - •~ --·-- · · ···. · ~ 
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$99 billion .tax,• pa~kageJ . 
~ayed bY~.;9J1servaffyes] _ 

. Sen. Wendell Ford, o:Ky., to eliminate 
any increase. Then, by vote of 60-37, a . 
compromise offered by Sen. Jesse 
Helms was accepted to return the new 
16-cent per pack federal tax back to 8 

By George Archibald-:-: . 
WI\SHINGTON TIMES STAFF ' " 

.. ·.-. : ,. · "The way to balance the budget is to 
. . . · '. · stop Congress from spending money," 

' ' their statement added. "Increasing rev-
--------:------__:~ enues won't help balance the budget-

As the Senate ~oved· toward a -final · it will just enable congressmen to spend 
vote. on a Republica,n plan to raise $99 more and avoid cutting the buaget." 
billion in additional taxes over the next Tore said the administration .sought 
three years, conservative leaders · since he beginning of Reagan's presi
yesterday denounced the administra- ,dency "an-extended vigorous (eco
tion-backed tax package as a repudia- · nomic) recovery based. primarily and 
tion of President Reagan's economic dealt primarily by a big expansi~ 
program. · business capital formation~ · 

"The last thing in the wodd we should ' · "I don't see how we can expect to get 
be doing right now is raising taxes,'.' . it when the Congress, at the adminis
said Norman B. Tore, former Treasury .· tration's pr_odding, is about to impose 
undersecretary· for tax and economic one of the biggest tax increases on busi
p olicy, in an interview with -The . nessoutsideofwarthatlcanthinkof:' 
Washington Times. ~~-\ . Theconservativeoppositionmayhave 

· "It' · t · d .bl h come too late to have a major impact 
· s JUS mere 1 e to me ow any- · on the bill's chances: But the White · 

· body can believe that in the neighbor- . 
. hood of$100 billion ofadditional taxes House and Senate GOP leaders we~e . 
over three years_ the overwhelming .. leavih,g nothing to ·chance with -last- ·. 

.- majority of which- ~ill ~o~e fr-- minutelobbyingsincemostDemocrats 
re~rns on investment _ can be per were expected to vote against the GOP 
ce1ved as encouraging the business package and 'the votes of almost all 
~mmunity to undertake expanded cap- Republicans would be needed for final · 
ital activities," said Tore, who was chief -passage. Several conservative Repub
architect of the Reagan tax-cut program , lican senators .yesterday were talking ; 
enacted by Congress last year to bol- of opposing the bill on the final vote. 
ster business expansion and jobs . · TheSenateworkedlateintothenight 
prorluction. . . . yesterday to finish action on the meas

· . A coalition of 42 conservative leaders· 
also issued a statement blasting the 
tax increase plan, ·saying, "The presi
dent's abandonment of tax and spending 
cuts means the Reagan administration 
has sadly slipped into the familiar 
Washington pattern of spend more, tax. 
more." · . . · • _:' 

Among those· signing the joint state
~eat were Howard Phillips, national 

see TAXES,page JOA . 
·From page one 

director of the Conservative Caucus; 
Idaho Sta_te Rep. Tom W. Stivers, 
chairman of the American Lgislative 
E xchange Council; Ron Godwin; vice 
president of the Moral Majority; 
Richard Viguerie, publisher of the Con- · 
servative Digest; and Jude Wanniski, a 
leading supply-side economist and pres
ident of Polyconomics, Inc. 

The conservative leaders charged 
that Reagan's support for the tax hikes 
drafted by Sen. Robert Dole, R-Kan., 
and other Senate Finance Committee 
Republicans "undermines his original 
economic recovery plan a nd reneges 
on his pledge not to balance the-budget 
on the backs of the American taxpayer:• 

ure, following three full days of con~ 
sidering amendments that failed ·to 
appreciably alter the package's 26 
revenue-raising items, 

The most significant vote was. on a 
move by Sens. Ernest Hollings, D-S.C., 
and Robert Kasten, R-Wis., to knock 
out the 10 percent withholding require-· 
ment for interest and dividend income. · 
The amendment was rejected SQ-47. 
Vice President George Bush; the Senate 
president, had flown back from 
campaigning in Nebraska iri case his 
vote was needed to break a .tie. . . 

The withholding provision is expected 
to raise S4.2 billion next year and $11.6 
billion through 1985. However, oppo
nents of the requirement argue that it 
would impose an oner_ous paperwork 
burden on financial institutions and 
brokerag~ houses, the cost of which ·. 

· would--outweight the revenue gain to 
L~Treasury. . · · 

In other action, the Senate agreed 
64-32 to.an amendment offered by Sen. 
William Armstrong, R-Colo. , allowing 
taxpayers to index capital gains so that . 
taxes 'l_'li!l b~ paid only on real gains 
after compensating for inflation since 
purchase. 

More than four hours was spent 
debating a proposed doubling of fed- ·· 
era! cigarette taxes. By vote of 72-24, 
the Senate defeated a move by a coali
tion of tobacco state senators led by 

: cents on Oct.'l, 1985.~i.•-:!! f'i :· : •· 
. · A 72-74 vote defeated an attempt by 
.· Sen. Thomas Eagleton,D-Mo., to reduce 

th'evalueof tax dediictioruniow allowed 
major oil companies for.labor, supplies 
~d other "intangible drilling costs," 
m exchange for dropping the bill's dou
b~g of federal telephone excise taxes. 

· · Under the bill, the 1 percent tax would 
. go to 2 percent next year, to 3 percent · 
in 1984 and 1985 and back to 2 percent 
in 1986 and beyorid. _ · ,· . · , · 

Also included in the bill are provi-' 
sions imposing a new form of minimum. 
tax· on corporations· and individuals 
scaling back last year's "safe harbor" 
leasing provision that allows profitable 
businesses to buy ·tax breaks from 
money-losing companies speeding up . 
tax payments by large corporations with • 

. taxable income above $1 million in any 
of the three previous tax years and 
increasing taxes on aviation fuel and 
airline tickets. 

Other provisions of the omnibus tax 
\ bill would revamp tax treatment of cor-
: ·porate mergers and acquisitions require 
. construction firms building nonresi- . 
dJz;itial buildings to amortize over 10 
year:s interest and taxes.incurred during -

· construction reduce.business depreci
ation ' write:offs enacted last year by: 
Congress for plant and equipment 
investment severely restrict the prac- · 
tice of allowing contractors to defer . 
tax on income from long-term contracts 
until the project is completed and . 
reduce tax preferences for corpora~e 

_pension contfibutions .. ~ .. ..:::... - . . · 
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Dole's ,TaxeS B.ettay Reagarrism 
· Patrick J. Buchanan ; - The New York Times and Washing-

/ 

ton . Post surely do . The former has 
Eighteen months into the Reagan • · cheered th~ se~at_or's leadership; the lat-

Revolution, and here is where we stand. · ter has edllonalized on• behalf of the 
Ourlastbesthopeofpreventingthelarg- Dole taxes twice within . the last eight 
_est tax increase in history from being d~ys,., "l_f_you trace the paternity of that} 
imposed on us by the Republican Party .~111, an elated Democratic staffer on · 

rests with the son of · Ways and Means told The Wall Street . · 
the Kingfish, Sen. Journal, "you will find it's damn near a 
Russell B. Long of .;....:;:~~~ ~ !WR ~ Democratic bill." 
Louisiana. ·:· • . . : . ;: __________ ...;;.;; __ _,_,r.--~==-...... -----1•-_;;_,;~~ The National Review, whose history 

That• s · right. · ~~"tz:rs of support for Mr. Reagan is a little less 
0 n I y the ski 11, --- uneven than that of the Times or Post, 
resourcefulness and 1\1( tenns the Dole bill a "disaster, even on 
tenacity of the ___ grounds of sheer politics, quite aside 
Louisiana Demo- from all questions of principle. " 
crat_can prevent '""':.-,,,.=r. Even in the depths of recession, the 

Senate Republicans from voting $98 bi!- ·· · -{;j/.~"l!:J~,;fl Republican Party had an opportunity this 
lion new taxes over the next three years. ... ~ - ·. · :. fall. It could, rightly, blame the present 
The tax bill was crafted by Robert Dole economic stagnation on the 25 percent 
of Kansas, chainnan of Senate Finance, ., : 1 ~ q-:-::~~ in~ation of Carter's final two years, the 
with the backstage support of the Reagan · . . . . 20 percent interest rates Carter first in-
White House. . . . . • This $98 billion tax bill ; $21 ,billion of · · Roth, the tax rate reductions of 1981, the · traduced t? the economy. It could posit 

Among the t"'.o dozen new taxes !n the · whi~h would come due in the fiscal year great Republican triumph. , as alternatives the Republican Party,_an-
Dolc-Reagan bill: 1) an automatic 10 .. _begmning· October, is in a fine old . . . , ~'l"cr,.2_f lower laxes, less spending, 
percent withholding newly imposed on tradition-Le., crafted by ''.respons- The idea behind_ Sen. Dole s_double- smaller government and the Democrat ic 
interest and dividend income, which will . ible" Republicans to force taxpayers to; dozen new taxes 16 the opposite. The philosophy of higher taxes, more gov-
reduce the return on, and attractiveness, · foot the bill for programs crafted, by.and R~agan idea was that you . ~~u~x~~ . to emmcnt, continued spending. Out how 
of savings, an~~I a body blow~~-the . large, by liberal Democrat~. . ~ttmulat~ the economy, wh~ch eventual- does the party credibly make that argu-
~~!::s; 2) a sharp recliictic>n-in·tne -medic- · The near unanimous Republican sup- 11 produce~ the rc~enu~s to balance ~he [!lent when the Conservative Rcpubli-
al expenses an~ casualty losses you ca~ . · port raises a question 1_1s to what; pre- b~!dget. The Dole idea ts that you nu~e . cans are trying to roll Sen. Long and the 
deduct on your income tax; 3) a crack- ·. · , .. clsely, . the party . of Ronald Reagan · tax~~ to b~lanc~ th,e budgtt. The. Dole · Democrats and add $98 billion to the tax 
down on restaurants and other busi- stands fot .' · ~ . · ·;,. • •:r,. ' . ,s; ·:. '. .- , bill, fu~dl\mentdlly; i\cccpts th~ hberal ,.' lond on private enterprise? 
nesses whose employees receive tips , in Last sunimer it seemed clear. The ' argument thal Ronald Reagan, in I ~s 1 ·, The Dole taxes contradict and distort 
the hope of extracting $17 billion in central ·economic problem of the '70s,· , gave aw,ay loo much of the gov- the message of Rcaganism; they com
revenue fo~ th~ IRS o~er the next three . accordingtoCandidateReagan,wtisttiat •. ~rn-~ent s. _money ~o business and promise the principles, betray the prom
years from waiters, waitresses, etc.; 4) a · federal regulation, federal controls, . \ mdtviduals-a~d now the government 1se und · muddy the banner. Cnn it be 
doubling of the federal tax on each pack . federal overtax a ti on had spilced 'the · has got to get ll back. . . . within the next fortnight we shall see 
of cigarettes. to 16 cents, which ml?ans . wheels of the great locomotive or'denio~ · •' . Does 'Mr. Reagan beli~ve .th~t? Does Mr. Reagan publicly opposing his oldest 
another $60 madded federal taxes each cratic capitalism. If the engine could be Mr. Reagan believe that the answer to an friends by fighting on the side of new 
for the two-pack-a-day men; 5) an in- ·• · unleashed, it would begin the long pull econor11ic rece~si_on-<:aused by J_immy taxes !n the wis~om of which he cannot 
c~e~se ~ror:i 5 percent to 8 percent on toward economic prosperity for all: The Carter's high tax policy...;..is a Rcpubli- conceivably believe'? 
atrhne tickets. . • . . .. . . . .. .. . · , ., dream .was empodied in Reagan-Kemp: can high tax· P,Olicy? 0

1912 PJB En,,rpri,,., 
• • • " • • • . '. • •' • • . ' .•·• • t' • ~ • • •• · •:• .. ••. • · . . ~, .. ~ • ' .. ·, • .. ~: • ,,, .;. • • •• •·: • .·,. ,•.~• .~ ~ ; ' J ~~: , , ·, , • • ... :,• . • • • • ._. •· • I , , ' . 
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. : Bill F ollg''" lit~~c~---~; __ '. -::~-~ ·~.;~~1:~F~.B~~~p~~;k~Iit4~ f~·~i~fuimg~-. 
, -- ·-,~--.~"!:• · ·'•'.'-~'-r,,,r;. , ~,.-,~ .. •.:.:: •a·~ · fl. · ' ft'~ ;... ·m·· ea1stodropby"2'to5··'·~ ;.lbeSecretary" '' dtthe·.,..::..,..,., .... Don-' 
, : _,. _ _. • ., --:_,- .. t.. ! ~, ~·tt•·~<lt~:.~ .. ·- -~ ~;"t::.,r. · • ·Jit:j~~-:j ~~ - ' ~~c ~ '"?s._:::~· : _,. · .. ~- • .. 1,~•~.Jt:.:.: : .. !L~~ ·ers.~ ~= .... ~r-1:"•-~-..f~·t.::,~ ·'i t;.~~ ~!j-,J-•.~ - · 

:·· ,·B~---. ,<- -•u; ·n:·r~ ··1··0···~·n··~~".:f,~~-,:-~f ~{·, ,;~ -1-=i~ldll between ,55,000 ""and~ ~ct f .. ~egan; ~pliecf ~S~y\ ,that ~ 
~:·_ _ .· · . . .__ ._ , .. -:-.~~.t;~};i/ : : ·1so.oooj~~ : .•. ~1 f;:.;t:: '.·.~ ~~.oJ.fhettP.--reportingproyi• · ,_ 
: .!~~~:, , .'.>''1',-J.~:'1 .. ~ ::)· .t•::;-::'~·· · ;,.:...✓.-~. -➔ ;,.;J.; ;1 doli.'t th1nk t;hat's~ly-!9 hap. ~ :Sioninthe!{~;'Y~~-~.~~Yto;. ~ 

••• ~- .• ··J•..I. ,: ~ ~ •. L ~ • . .,:
4 ~ .. • ; l) - ..... . &I :I ,...,, lied 'd t s nator Bob ii<..-~ th 50...u ♦ft n.....rnnr...on on busmess 

·, l •e,. .-. '.t,,<!;7 ~ . ,',,i!.s, <. ;;: •, . • , , ~ ,;'I; •' ,•t;.: . .;;j . •,-;! -- ~ _' rep .•~ al e o• ,e .. : • ;-~JUU e, . . ~".'-•-f'~ur~ - •• ,., . • _., , ~ .,, 
: •, -·v , .· .. ,, , - . · · ·· •· · · :· · - ...- .- , , . .;•~ ·:. • , : r·) ~.Dole.-the Kansas .R.epu,bl1can.."!'~ ~ .;_'lmeals.:·~• ~ • ~-.,.~'~ ·~ ... • 
' C;:· /.'~_;;_,J·_• ... ~ . E_ .P."~•· .• ,c_~~ ... ~.-_··. "' ... "" .. -.(\--.. ~=-:.~

0 
•• r_.-._'. . . · ...... ·. 1!!_,.·, · 1•- cbairinan of the Senate Finance ~. Mr. ·Ju11ancralso sent to members·of . . - . ·- .. -- · . ii'O>fumittee land :ivbose~ tter~ f:ihe ~e~a~ .iliid~ldeans':too:imittee· a?: ·• 

· ,::,:,',: -iz. "'~ tiilbi'~ vaik·tim ..... 0 it.,,~;'t}: >i':cii f,!am. • eridriiene·on ·the--seiiafe . floor at -. ·~ m~oramium"-entitled:'. .. Additional-.,._ ._.. . ... . . .::t.i- - .... _ ---;..a. ..... ! t",· :'}, ,1 .. ; l ,. . . --'f_ • • - • .. .. - • • • 

';° ·_:WASHINGTON, J'!ly '6:~ -~ la~.;;;-~r_;:-!: . ~-; "- ~· . ~~~~-~~~ 7.W.§~.!!'!&.~cal--~ :?" .. i'unf_a,n ~ -~~rt-:.,; " 
:,.. union ;hat-rep~~.SC!IJle _450,000;~ -;. •~ '. .'.: ==· ~ W.e ha~ not .seen anything to ~ - .•. ab!~~.unpracti , ~ air uuiuen'. , 
.: : restaurant empl~ J umed ·. to_ the.f.,. .' · .. ,. ;:'.-: - te....tbat. ..,-,<; the·;...aide · add~ ,r.Jo.r.,~pleyers:anil wmkers .alike.!!:.A : ., ' 

.- : '. House of Representatives today in an·;,.>· . t . : ,: ameodment; -ad~/ by 5Z' ~ -«tt?°' ~te ~ina!J_~ ~mniittee ~ de~sa1a: . 
. = effort to·block tax legislation adopted:.:- ,-:-_ · •i : i "!'ould tue effect on Jan. 1.19~:""',,~ ! ~~ that'-the oppon~ts exagge!<ited .~the · : . 

·~ by the Senate that the unicm colitend•,;:: .. . · _ :t · · ::. - ·, . . rl , "ttei:&f t11e··~ -'! difficulty.oµilloca~fipsamongem- , , 
. would destroy jobs. · ·.-.. . , · .,,.,- . ~-- , .; }.; ' i Senatorhi~hee O .d ould ' · • · .;; o' 'f' ployees.-. .. :,;:;t; 7 • .•• :~ "i, ·· ~ ~. :l-· -::~ · i • 

tel 1 - • .. · ,... · · · ··. ..ment. w ,.... sat w nuse.-.o.~. · , . 1- • - -: · :· • . • ; , 
The Ho Empoyees and Restau-{" - r;billioo of.revenue ·over. three ·years~t-l;, ; ~~bers-9f-~Ways.and Means~ . 

· · rant Employees International Union. ~ · . ' •: :f after the -Seoate 1Jad '.rejected; i,y; a' ~-Commtttee_ ~Y.- .m~-mi -J'Uesday. : 
· A.F.i:;.c.LO, sent to all 35 members.• . .. . : . i '.:\ ote of "1IHo 25, a provision conceming ~- perhaps inf~rmally. f? decide.whether 

of the Wa-ys and Means Committee a ,;; · j' : .the reporting of tips. The restaurant-_;! :totryto_wnt~ a~ bill oftheiro~or- · 
.. fact sheet" -attacking . an amend~·<· ... employees union had successfully op-, , .. whether they ~ant .the House to go·to 
ment, written into the Senate ·tax bill~~· · : - posed the provtsion. which would have !: conference with the Senate with no 

· last Friday with virtually no debate, -· ·, required restaurant( that ' employ. ~. -~ouse bill: There· have 'been ~dica• · 
that would allow tax .deductions for more than 10 persons receiving tips to· ,, ti~ t~t the, conf~E:fE!D~ co~•~ the 
only50percentofthecostofbusiness •:. .. .allocate amoog them.as tips .a sum .·:. morehkel_y . • ~ , ·,:; _- '. •~, . . , 
mealsthatarenotpartofanovernighC ·- ·equalto 7percentofgrossreceipts.: . , ~ Mr. Juliano has 'at least one kno~ , · 
businesstripawayfromhome. . , _ · · . . · , - - · , ally on the .W'ays and Means panel,.tts 

Calling this "a tax on business-re,; . · Senator Dole told the Senate the : chairman Dan Rostenkowski Demo- · 
lated meals," the union contended : provisi?D was an attempt to_ C?llec.t : crat of ruinois. Mr Rostenko~ki· has · 

· that it would cause spending for ex. •: . mo_re mcome taxes from waiters, ~ close ties to the union's Chicago local, 
, . . · · _ · ,.. · : · .. . , - . .. ·,, ' · waitresses and other empl_oyees of- .· which has ..16,000: members; Mr. 

Con~uedonPageD15 .· < ... ·: .:~::l. · restaurants and bars. He said the~ :, Juliancisaidtheumon'stotalmember-

. - _._,_. .. : · :- . . - . -, 
. . : ... :: --~ .. . : . ~ ... _- - ~-~--:...~::. ~~~~,-~::· .• · ... :-_ .~-

ternal Revenue Se~ce estimated "i-ship was 450,000, including 55,000 in 
that such workers paid only l~-~t, ~~ .New York City's Local 6. In 1978, .Mr. · 
of the taxes that they owed. " .: , ;'-- · • . Rostenkowski actively opposed Presi-

~ ·. -~''J?leY have abso!utely zero ~ :.: ~ dent Carter's proposal to disallow half 
, . fi~tion'• forthatestimate, th!llIDlOD S .:of all entert.ainment expenses!-!.J)l'O- : : 
! · le~Iative _repres~ta.tiv':, Robert.L·; 'piosaltha'ldiedmcommittee. ,. -~ · ,..::-:;. .·: 
. _ Juliano, said m an mterview. He con,. +· Mr: Juliano contended that the allo- ' -. 
. . tended that ~e I .R.S. had ~ed ~. cati~ by . an: employer inevitably : ? 

that ~on _'by · companng re,;, : . would assign to some employees more ' ·' 
portedttpswithf1~.fromthe~~ 2 tips than they 'actually recei~.,and·. : 
merce De~enton gross sal~_ :. :f they would have to pay. taxes on ·in- · ,. 

. Mr. J~ .was_ ask~ what was , .·cometheyhadnotenjoyed. ~.-r: ;·-t • .. ' 
wrong wtth that estimate inasmuch as , !' .-.. ~ ,.,., : .,. .. _: . .-• • , .. , :a 

· most restaurant.customers base. the--~ , . ~ i . .. , . , ! ./ . -' .-f _- . ~:.: ~-- .. :--_,-
tip they leave, if'any, on the .size of . . . .· _ .. . . . . " ., 
their check. "I guess nothing," Mr., ·\ ·- ~ . ·, : · :- • :: ·.· . · .. . ; __ _ . 
Juliano replied, "and I guess there's·: .. Cutbacks in Zunl;>abwe r 
nothing wrong with pulling figures out•-:. , ·: · ,~; ·. r \· ·, ·;' . ' ' · ·, 
of the air, either." • · · · · · ' HARARE, Zimbabwe, July 26 (AP) ... 

Seliator David Pryor, Democrat of - The state<antrolled Zimbabwe 
Arkansas, who offered the amend- Iron and Steel Company may have to . 
ment that struck the tips provision, ·close, and Zimbabwe Alloys, a ferro-
contended that the allocation of tips chrome producer, will reduce :· its i 
among waiterS, busboys, bartender.;, operations~ . corporate officials said 
parking attendants, checkroom at. ' today. ·The -recession has depressed 

· tendants ~ others would~ .an ~ ·. demand for Zimbab,_~e•~ meajs • . · :: ' 

~'Pll------1111!1-~-~--------------I ~ - _, ·- • ✓ - - • - - • 
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Withholding WJJ1d Hlii-f-
, ... 

The IRS propow for withholding on 
interest and dividends has been haunting 
Capitol Hill since 1941. 

Congres.11 ha'! already voted against it 
seven _times, but the proposal never seems 
to go away. It's almost as if, somewhere. 
deep in the bowels of the Treasury build
ing, there's a troll who keeps the withhold
ing idea alive to bubble up again any time 
an administration decides it needs to raise 
·more t.ax revenue. 
-· · Last week, the Senate came within four 
votes of handing the IRS iL'l eighth with
holding defcaL Now the battle shifts to 
the House, where the Treasury Depart
ment will try to convince a majority of . 
congre~<1men that the proposal is better ,· 
j.his time around. It is not. After 41 years, 
the problems with withholding still re• 
main. It would still discourage savings and 
investment, penalize the elderly and 
create an administrat.ive nightmare. 
. The American people now save .less 
than any other people in the West.em 
world-5.6 percent of their income, com
pared with 14 percent in West Germany· 
and 24 percent in ,Japan. Savings and in
ve~tment are the ktlys to economic growth, 
and one of the best ways to turn our econ- . 
omy around would be to provide addi
tional incentives for Americans to save. 
Instead. we are bcinl{ asked to literally rob 
the saver of the benefits of interest com
pounding and automatic dividend rein
vestment by removing 10 percent of the 
funds in the U.S. savings pool each year. 

The Treasury Dt:partment expects to 
raise $4.3 billion from withholding in fiscal 
year 1983. Only about $1.3 billion of that 
comes from increased t.axpayer compli
ance-people paying truces they should 
have been paying all along. The rest is, in 
reality, an interest-free loan from the 
American people to Uncle Sam. Instead of 
having that money in your saving account 
all year working for you, it will he sent off 
to the federal government. In other words, 
in order to get at the small percentage of 
taxpayers who fail to report their interest 
and d i";dend income, we are being asked 
to· penalize nearly 90 percent of American 
taxpayers who have honestly paid their 
taxes all along. 
· And as a result, $3 billion will be taken 
out of the private capital market and ,vill 
no longer be available for home mortgage 
loans, job creation or capital formation. 

Withholding would hurt the low-income 

elderly most. Older Aplericans receive · 
much of the dividend and interest · income 
paid out to individuals in this country, but 
many rely on thill money to make it from 
day to day-to pay for food, heat, medical 
care, shelter. Lo.'ling 10 percent of their 
dividend and interest each inonth could 
force a not.icenble chani:e in the quality of 
their lives: · 

The Treasury Department" has at. 
tempted to get around · this· problem by 
proposing an exemption procedure for the 
elderly and others who expect to have lit- . 
tie tax liability. But it would be up to the 
individual · to get hold of the exemption 
certificates and deliver them· to his source 
of dividend or interest income. And every 
·time he buys a piece of stock, opens a new 
savings account or puts his money in a 
new money market fund, an additional 
form would be required. 

The American AHSociation of Retired 
Persons strongly opposes withholding be
cause, as they argue, "We fear the exemp
tion process will frequently faii-to operate 
properly and a serious overwithholding 
problem will rc.<111IL" They also point out 
Uiat, by plncing the lmrdcn on the individ-
ual to exempt himself, withholding would 
force many elderly people into the ta.xpay- . 
ing system who have not heen required to 
file for years. 

Withholding would also create an admin
istrative nightmare for banks, credit unions, 
savings and loans, brokerage· firms and cor
porations nationwide. It would take at least 
nine months for those who have computers 
to do the reprogramming necessary, the 
start-up and operating costs would be huge, 
and no one is quite sure how to handle the . 
more: than 200 million exemption certifi
cates that could be filed. Small banks may 
be exempted for a year or two ·as well-so · 
they can set up the necessary paper work by 
· hand-but no one has addressed the com
petitive disadvantage that would be created 
when one bank in town starts tal<lng money 
out of people's savings accounts and the 
other bank does not. · 

Now Congress is being asked to i~ore 
. all of this and vote withholding into law 
becaose "we need the revenue." That's the 
same · argument Jimriiy Carter used two 
years ago. It didn't work then, and it 
shouldn't work today. · · ' 

The House of Representatives may not 
get a vote on withholding until the tax bill 
conference report comes up for final pas-

ByP. KolsU 

soge. But the American people will not be 
fooled by election-year attempts to shift the 
blame. They. will remember that, in 1980, 
they voted to cut the taxes on savings and 

· investment and to get big government off 
their backs. Support for a bill that under
. mines those principles by requiring with
holding will be hard to explain. 

In the 41 years Congres.'! has dehat.ed 
withholding, the inherent problems with the 

. proposal have never been resolved. It's time 
for a vote that sends v.ithholciing back to 
the IRS graveyard, once and for all. 

The writer, a Republican senator 
f rom Wisconsin , is a member of the 
Senate Budget Committee 



---. ~ 

Heln1s and East· s tax:· . . 
Je-i&e Helms and .rohn Rut now 

know bow Robert M~ · nrast. have 
• felt. . . 

· Tbe state'& t.io Reptlhlics.%l tJ>....naton 
found the.me.lve.e faced wiib Obe of t.l-ie 
b orrors or legia!.! t!ng the otbe:r ru.y: On 
a party line vote, they -we..---e forced to 
vote 1az11iost & bill elhnln,tinr a 
do~ling or tlie w Oll to~. ThWl, 
both. H emu aD<3 -~ were put m t.be 
po.sture of f svcring an fD_c.-e.a..e ill tbe 
t.ob&c:co tu from 8 cena to 16 ceots per 
~ 

It all a.me 5.hout when Ptnloaa.tic 
Sen.· Bill B rad1 ey tried to !rill Pre.;id ent
R&gall 's $2-0 ~on tu hic:re.:.ae bffi, 
whicll inclnded the ~t-rlta tu hike, 
_by .p~ off ilie third yev o! the . 
President's tax cut for tbo8'e wba mue · 
more than f iB,000. ReP'.:b!ka.iu stuclc 
with. t.heir Pre-6ident - a.od Helms 5Uld 
Ea!!t went along, too, voting down 
Brqaleys bill. 

Th_e two ~ative.&, .mo are tJ,e 
stron.s."""E:!t p~t.oba.cco r;;a.'"l1b:..i-a in the 
S-en9:te, may be bearing abont tbat 

' vote, e'iell thou..i::il they hi.er trie-d -
u.n.s.ucc.e&u7.illy of cow-se - to lqll the 
to~ w i.oc.."i'-&a-e out.ri,¢lt.. The/~ 

votbd !or the bill. ~u~tbe uib.a.ooo 
tax, on Il!l2l pa63B.B'8, 

In !act, ~e><na may start llmlg 
that ~ote.....a.galn.st the two. Ir that. 
scn:nd.6 Uh lll unfili t&ctic, it'i ~ 
ly the &<irt or weapon Belms and East 
u.&':d to deleat Democ:rz:tic Sen. Reibert 
YofiU two ye.a.rs ago. 

Eut., wilt t.be be)p ar'.Helms' Natlon
al ◊.:ln~icm.l Club, mounted a maa
!ive TV ad Qerlmng om~ a.."'CUSing 
:Morgan o.f votmg against tlle B-1 bomb
er. Lo tr..,ill, Mor~ ha.d bei,...n a~~ 

• . support.E:r o! the B-1, ~ otirig for it ev Bl')' 
time it came up in CoDp-esa - until 
P:-eaid!llt Cs.rt.er dropped it from hla 
b-Jdgat. At that pcin~ !1forg..n went 
along wr-..h t.be party line and, in one 
last. de bs:te, v ot.ed ~ ?b"i..cring the 
B-1 to the budget. . · 

Still, in Helmi and Eaat,s eye:s, tbat 
nade him a foe .of the B-1. So no one 
Mould be i!urpriaed ii ad1! appear in the 
n:Xt r ew polltiw c:am~-iis that tcll 
how J e.g,;;e Re:l.m.B and John Es.st voted 
!or a 100 percenL incr,._s.s.e in f~e..""el c::g
~--ette We.A. 

Jc.st es in the ·19&'> r-aee, it'll ~ fr\e 
trat .. li. But n won't be the wbo1e truth. 

7 / 2µ; /4 <>- G~.J~ pd--% 
p·~ 

• 
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~-"·-·'"·;.'.lro':>~An· Uiitned Economic Polic·v~ :-":..'.? /?~i 
,.- -~;-.. :.~- ~ .. =:• ;.- :;. .~~ .., _._. ---- , ,i- ·.'J./;tr;..1• • ;. · ~-.: :, - i,·--.:·:=- ..'f'.'.T '1'i ,:· / ... ,r~~ .J .. .. ".I :"· :.~- .. ..-~ ·.r:t:: 
.· The Post~ ~n:d~iuj;::: co~~activities·are delayed!·,, 

.. ply-side economics -a~fll.ilurefor · IS i •: until'the; lower-rate&. actually are in,. 'C..: 
. mon~ver sinca Presideni. Rea..,,.; · eff~ · and : tax · exemptions ; and · .. ' . 
gan came into offi~·Now:~The Post . credi_ts are shifted t.o the.present to-; -

·. has chosen·the·montlithatthe first., ~take-·· advantage ' of the: current · 
· ~ 10 percent reduction in perso~ fu.:·:': higher. tax rate. Both ·:acti6ns· have· : 
· ·• come tax: rates begins':to take-·effect: ~ ': adverse effects orrthe"ctirrent ecoir -:0: 
· to -ask "What Comes~After 'Reaga~-'•. omy.and.budget-deficit>;,-.:_.: ;.~ , lu:, 
., • ?!!' r.:..l=to· ;.:_1~·:J.: t:·· , ·201· ,·Th•,•f .. ; .. ;_! it· . -- Martin .. P-t.l_.._,_: :....i._-., -· nomics. l:\li ,....., wy: ~ e . . · .. , . was,. . . rt:iw;u:w- wuu, .. -

·> Post justifies its hast.e to-disca.rd·m ;t . argued, that people- "{OUld produce a·..: 
-. untried economic policy-by-claiming·:: higher·gra.s national product in· an- · 
·. that. the. supply•side:rs,,were- relying -_; · · ticipation of a tax cut. I criticiu:d this , · 
:'. on· -anticipations, of- at . tax; cut to•: view and 8?iUed that it was ~ -. 
,~•create-a- boom in advance!'3~~;: •/j ;:4 •• ] was not the only supply-sider to.· 
.· ·· · As ·a supply:Sider·who ·has-been ·~ bavf'made- -~ ·~J>e>int..'·The. . ~ '.: 
·. labeled:by Post.reportersiand ·col- · ·no~c- ~orecasting. ~ . of IL q.. 
. umnist.s · as, an·-:''ardent~;.~'true-be--r. Wamwright: ·made a similar argu::

-- uever••.-1 am: entitled ti> a-~word OD·,-;. ment and indeed·predicted the·cur
.: the ~tt.er; ... . :· ,· ,.· .... ,,."'-,f ~~;,'.,. ·• - - : ·. rent: recession once -it was: known 
•, -Th~ supply,~id;·;;iti6~.is ·the:'. that the tax cuts would be delayed. : 
opposite· of what.c The- Post: claims..,·· - - · "' PAUL-CRAIG ROBERTS_. 1 
· An . . . f •fu f Wl1llam E. Simon Profesa« ot PoUtlcaL F.canom7-~ ! 

tictpation o a ture tax cut e • . · · · · Georgetown trn!WnltJ ·1 

fects ~the ··economy·adv!_~lr, ~< W~n .: ·: ~,'>-'.· , ._ ._ . . _._, 
... ' . . . •. ·,. ': ' ~ . ~ . . ,.u,.,... .... ......... -~ 
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He.lm~1as.t1!,.1n9yJ Fire 
0~ otes For Tax Boost 

_lJ~ii ijt L, I , l-
'J: ' \ n' · i", 
~It •.d 

RAlF.tGH CAPI - 8<-n. Jrue Kelm,, R· 
N.C, on l-'rid11y derended votr• t.l!lt b~ ht! ~nd 

' Son . John >:nl, lt•N.C.' lhllt ,upportrd i ffi&Jllf 
IU•lbcn•,4~e p,u·k•ie. tncJudlni AJ1 a-cent•pcr• 
p.lCk c11.iroue tu hoo1\ . 

ii~ n-
ht l l~l '. T'hl' bill_ r1i1M federal c11tardte tnl's frum B 
,( irj i l't'Rh to lb t·r.nt.., (l)r thr~ ~·(•"r" JniJ wou1'1 r.;uu-. j'g ~ , IIIO b1lllllll <111rutj I.be nell thr«:'t' yco&ri. 

: 1 • :~~ \ )i J i In :-.ar11, C;irulin.a. th,• l.irirs& prc><iuct'r u( 

Helm• 1t1ld they ,witched their volt',_ to SU\:I! 
ll1t bill from defoat. Thtr 1w1tch 11llll1,1,:t'd tht> bill 
lo !).'IU lhe S~111t• an I ti£K7 \IOte. 

·, .•,;! {j ; fhh••cllrod lob.tt.'t.'O 11od where r.11,uel\H .ar• a ·:f ~ ! l I: ; nu1Jor iadualry, rc11c1Iun \flu cra~,c .. 1 
· ,
1
\IV.'1· 1 f i "I land at qlltlt 1rW11c tlllit thl'~' "°ould rw1teh 

•'. {c; I ' their \'Qiu In order lo ,a..,, from drfe;,t tht' 
,1,lt . I l.ir1r1I t.11 1ncrul# In lht h11wry of lhli 
f' l i. 4 · : ,u1ton.'' uld 1Jl'l!nt H.icknty, dep1lly rr~u 
i! i · !:): . I utratllry to Gtlv. Jim Hunt. 
t ! ~ ( ! Helnu wu AWIArntd Friday roomin~ bY a t I ·, h ! lelt~na 1:1111 from Pfl!&ll1.nt tt~u,un ;aboatJ 
r 'I ii\ 1·· .• Air ).·orett OM lhaoklnt hlm for ht• ~Ole rur the !:1 '1' ! : : IU 111Cnau1. Ra,l£Ah hid aupportGd the : i11) I I &nl'Ull~-
i; . ;! i .. My tntt!nt had been nut to •upport 1t bc-cau~ 

',,11 1
. J.· I or lhl' lncre .. :IC' In l.i&.a, 0\'N the !hrrr.-r(•;ir 

'·; ' ,;- t : ~r!Od: ' HrlrnJ !\~Id Frlrl.1>· '' ! lbnit lhars lh4' 
~ .. ! t b • lff\"111 V.-il_t' Ill go. • 
t IJ I •f·J ; 111.'lins 1t1111 both ~ and £ut f1nt ,·ott-<t 
·' -~ f '·! :: .)1&.lin11 thl' me.uurc o0 tht roll C' iill vo,t.. 
:;_• I_. : 1 !: mulunr In• •1H7 vote to de 1 .. .11 th, btll, but ht
-j t • (: >~ 1; ch1rn~td hi• vote 11flu the! toll nil. 
l: I) !l 'H .j "l'h11re ·, 10me iood futuro in lhe bill.'. tit" 
'. ; :S l ,1 !I Hid. ··we did Ml~ IIITil"r}' 00 It wd n-i.di- il 'i P ,i ~q. ·I Wffil'Wlu1l lll/Jtl' palatable dur,n1rth.i lonir ni~ht. 

'. l, ~J '.f 1l ~ ; !_ If tht- btll baJ bc?cn &lc,feate-d . . tlu.•y wuula h11ve 
I .,Ii H~i 1! /\ad 1ut.t.r1 •II ov-or ax11in •n<I 1h11v4,I .1 Jel11)' In 
f.'\ ~allih .: aey actlun by Con,IT ... thllt "'"uld hoc bot-n 
· ~~ ·{ ~v i ,. .nr-t ~'" • Ii JI\ I -~if . ':" 1 I· 

i;i- iiff l 1·: 

.i.;'. ,t t ·1 ~ ! · . .t lr~ ·1• !~.l . '!t .' • I : , ,., '!• 
. ! . I~ l,r- . 

harmful in any hof'C• ror revivlnJ tht e<-ont>my. 
Sc., J swmfa'd m, vo~ inti John ~d. switch.r.d 
hi, .. 

Harrison S1.:n111ill. R·:'i.M •• al1i1;1 ,wateht•d ;ir,d 
\''ltl"<.I for the bill, Hrlmi ~;;1d. 

E.i.,t "41Llld not be a-e.ched for eomm~nt ind 
hu. pre1-11 w:ret11ry. Jcmy Woodt\iif, dtd not 
r.•~urn 1wc lt:ltphone c;iflt. from n•porters. 

~f.ldlnl')' :lilid Jfu11l w.i!i "surpt1!'-(>;I' " by their 
votes . 

··Hf' would hope :,nd ·~•flt'~•t :\'Qrth ~Niin~•r. 
~en."llor!i would ...-ow lo 11rvt,~t tht· illh~r~stf Qf 
~onh r.uolln:i tob,11•,·,> (.;.nnr.r'>. •· H11l.'lr.nt'V 
i-:.11r ··nnwl' \-'t' r, ,;;., n,uurtl Ht-lm,i :11~ 1-:.:;t 11.-,il 
ti.. \'t' t() ~kk for tlwmiw.h·t·s.' · 

Statt Srn. Ru,~11 W11lker of .\ihctl&'lro, ~t.lll' 
[)('mu<:r.itic P•rt)' ct111irman .. tllloaSt'd i 
prrp:m'd ,tat<'mrnt criticiiine lh~ 1u~11.11ors, 
i.yinJ thrat votea "tptllll .11 lot lou,lor than tha,1f 
emptv rhl'luril' •· 

~·;.h:cr •nid Uw iel\.lt 1-:, Ntrlc••r vot~ tn 
ddrat an 11111t11dmunt xpc>Mntr~ ·. t».moeratt1 
that " 'Ou\d h.lvc t-hminatt'd ll'u.• c,6~;,•rte ta~ 
ilOd marlc> Olhl•t Ch.ilOjt!• in t~ r;oJ• ~lt f"'- 't~ 
lll!t' . 

Howf'ver. thti~· •u.apportNI 01het mo\-,,, 10 
drlrte thr lot»u-cv tn inrrll,Ut>. inclua inf 1 
auc~uful ~mtmd1r1♦-r1t lhoi1l ciu~" lht1 incrt>.ilsl! 
tu np1t1! in thrl'f' )'1.•,,(1 . 

· ·Su 1.•u1 two 11'1.,1u,r~ llh . .., und41,u.ihl_v on 
record illl hann.; ·,ulL-J tu do\lhlt\ Ui. .. Cljl.:m ·tte 
, ... ,. a l.)" lh.11 ,'uuld rr111ar1 tht' ](lllll<lf lh~s:in&js; 
of joh11 In lhl' ■U.tc Uuiy putpun Ill r~pte11en1.·• 
Walker uud · 

'fhe b1ll nuw· hi'i11lt to the Hc,11111 whttff Nep, 
Ch.rltll IWlH:, 0-!'I .C., i1 11 liliidlui l0b1u:1:o 
icdvor:atr : Hr ,n,d he'd OJl(JO•r. lhr. t.llll inctl'a~t 
but addr-d . .. I'm not v~ry optuni•tlC. · 

''Ttwrt'f. £& prtlty bi.i h~wif or •tnm behind 
lhi• thina lli lilr U lhl' .dnuni11tr11Uon i• (<jfl• 
cemcJ," Ro~ ·•ald, , 
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TUESDAY, Jll. Y 27. 1082 ~ MORNING HERALD. : '. • ·. : ' PAOEOA 

:EaSt ·-Reagatl;·APl58a_led ~-For T~_ Vot~ · _ 
'. · JLA.uaoutAJ,)~:Tb,tdaalnmao(~~ortb~ .. · w~~d.~oubit~~-~,~~~ .. -at1ew1ntbowtarnputof~~~ •• . ' .: 
ollna lt6publ.1un ParlJ:i~~ Uond~ni, wa, 1~d. &fY0 bh1I m.i.w,t>»ott.i .. . : ... , •'; .,. ; : . ., 1, · .• • <,,. , .· • :'-t.'b.e~e Cllthe dJltel bOlf ueaot la 1mMdrot.:i-
tu~t GOP Um14. Ju,.,, Inc:\ Johtt East cNt fl1,I.Cld • . • J:u t 'l{\\»,Umt.ailabll-for further~ IMMtfllr. more tu:H 1M .u.ld. "'Wlth Uurt t,unlnd. rc1 haft to 
vol~ for a WU doublln4 l~l.cll}nr;tw tox»a.i:4.hr II.ti 1>rc1aU t.tnlrir¥.-Jcirt7 Woo-dnlf\~';t rtturn • uy1t wooldbuthOb\e. • 1 ' • • : • • _ 

auain, cxthcc- ta:aca. • • . . • · . · • ~pnrt~I ~!e,~lMc'> ~ Fr1dli)y 111d ~ ✓, • :: : : : .- , ·Ban. Cut D.u.nQ.111'. Jl,Catnba. the OOP'11obat CID-
"l -r.'Otlldnot bA~.•~thftubl!l. .. M!dllmd ..... Jlclnu,. l.Q '.au.iubltVi'1W' Fr,Wq.~u.NhtitantJ., •ma 1e1111,r lu tho ~ebd.ure. ■aid he.av ltttli.tm»&d 

Jl'W\erty. •tl~ GOP~ MJ'aa ~ bm.~ ~ 1w tha .btt in~ blll to:pnwont • flUM. uttt· bl lli4, wflllt and Pli,dmozrt but.Joma dupa11 to ~pul)µ- . 
w~the,nuryh.;,oJIUnY ro;~~. ' , .· ' l •.. . : ,~ba,O'l'C-QU~ tba.&:n,eto~.CGqimit!Mt.o cm,lnth&to~~-~UU. ·: · ' ; 

Alt.cir tint. vo~ ea-,:iliut tht blll. llcttru.and ~ bo.uludnittirur a nwbJlL . .( :t . ; ,:!J' ••· . .. • .. , .. •. :,.t" · ~JDlJ befll~ot~bm:!mw¢ow1l-.t,-;:.. 
t!un1tt>d their vott4 l'tidnY ac~hu,11pCftl:;d ilit hJU Wi- · · J!l.,borty,-la AU irJWTmr Pld be'W,JDtN to Wk JituJd. _ ! l •: ' . ,1· •• • ~ - : ~ • 

. Jn1 ;1ll1 billJ.o!l in UJrol OYCII' th~ o yu n. fru:l~ t.na• wtlhllolrutfllld llwAbout Uidr'IOi.t&.rr; .. ,J I, ,·: : _. ·~ nut BalTonaer"d.efendocftJMi 'yotei M lielpiqtba 
uoublln1 Dt dJIM-ott.Q ~ b-oim 8 cent. to 1a cent:I par · · "Obriow:ly I wu w~ and quite fra\lllJ' fa) Boo~ lld,pJh11mUkJ.a .1 ~ hb 1VtJ1 forJWn,a.U. .. 
pAclt. Tbalr ~ all~ U1-a hill to ~ ~17. . like theJ aw.et ~ som:ithlo.a I dm1.,. noherty uld. Jlalltl!~ uld of llcl&Q. ' ' · " · ·' · . · . 
. Eaat, atw b6l.ns un;n~lc tor-oom.nwit Fridey. ftn! w .a.n:rlou tu find ~ wbeq t b.tN a d~t& ~ Dumocrttt ~ ~.crJtkf,e ttw, two lllnlt«L 
releutJd I ter-. cu:~~ ph m:~nt Uoooay ~-:. wltJtlh~ul°~ ~tY: 11141 ~ ~ ~ ~ dld.1 · "Thor th.olllbl th:Zi:'"'ld vote •alln•t It and It 

· lng he voted for the ~ UAJ tu.u ~ - ot 1. pat,,-• ~ ·• Flaherty:wd b~ didJt1 ~ovwbo\lW thll Y1>te1 would flt.lll p.u.i. lmt It 'ttnd Ul.etr true colon ame 
~1~1 ~put by .Preddout lloq'1n. 'nla pnaldent eu1,> 1r01.ll.d ~ pulitk&l p~ tor U\or.tollQtQJJ ~ctb&r G\ll," u.t.d fotlllU ~ .s.tt. ~rt l!.o.rvn, u-
porud tha tu-lncret.a~a •· . . ·. J • • lh1pubrJ(:IDI Ju itotth·<:~llria. 'ti'hent tob#.~ 1a·t11• to;i~ by Ei.r.nt ln 1G80.. ' f · '.. . ' · · · .. · · · · · · 

"'Pr I.I nt R~ ..:~lf-.1 .... . __ ,. --i .. •r,--•l ~ ...., •I • ' • . 1 
• · . , • • • • • • •• ' • . , • J " ' ,. • ······t lt't •• ;., 1111-""-1- I.A.... ....... r .... __ ... u.a...L .... , .. __ M N.let ~~ U,1,19 ~11Wo1A111 ~UVu,41 • . ~ •crop.;~ ., .. ~· · ·• ' •· · · · •• · •·•'• ·• ·•·• • .. · ~ ,.,.,,.,~r•~ .,,,.,.......-, ~, l,II.UIJI.IJl.l..D411" 

itppeotl lot Uw, lu Jll:~ l!a!t uid.-"'JJtfl.ou,:ih t w11.&1 , 11" •· · thtt at.ate Republican leaden a11Q rutted with one b.tt ever tu.Uy u.ndentood ~ ~\>OrUllee of t.e
ednm.ely d.lttlcult d&d.aion. Ui~ pre:ld® t faltth1t b:, fllt'Prb&. &a. Don lOnci:ld_ ll,,OIJd~ II.-JmD~ Jedu bueo to North CuoU.na an.d phllotopbictlly' a.voe~ 
&hould ~ .l,lve.n e op~ ty tor ha 1conomJ.c prdo ·tn thi,·rrtirt,e 6!:utt.o. ~hl hitwu~ bytha em- 1'ltb th~pro~" J.fol'Jl.lll ~hi. .. J , • • • • 

izn.iutowork.'" . 1 • · " k: ·. • •; · .. •· .- ·····. ·· •• ·1m.r.t 9'0tu·ainA"'t-.adlcttd theyW();U}dburtJtepubll:cam · OaryPov~~!aa.tetteta_l'ftoOoT."Jllllltunt. 
· · · · · •• • ..... · · · ·•-··-··........... ..... ~ - · · ~:. ... ca116-d the vota ~l'Otelnt:WI l\lld~l'!iffld uu&u6d. 

vbothe~ }.kbna IDd Eut ~ exchltt;M tbdi vot.et for 
1111ne'lbin.:etw. · . . :: . ; ·: ;' :• .1 ' · :; ; : , • • , . ~ • •• : 

· "'I auopcct It'll }Jethe Pallt!UI Canal of 198-l llld 
JW."' be w it. t\\JOfrlnit tx, 1N !Que, Eut~ he&Y. 
Uy 1n b.11'1l«t.lon dllllP•lsit and the upc:omtnr-re.tcc
tllllt yura for th• two aen1ton.. "Jt•• tu.med UQUnd. on 
th.em.. Tbat.'1fwbat h•.PPODII wlte.n you'r-o th• puty ln 
power... • . .. . : ·r . i • • . ·. • • . • . • • . 
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RJEVKlEW & OUTLOOK 

Bulls, Bears and Taxes 
We see that Senator Bob Dole was 

'.pontificating yesterday on the collaps· 
ing stock market, saying that share 
prices are falling because his tax bill 
is in trouble. At least the senator is 
consistent. Believing that higher taxes 
are good for the economy, he has been 
especially beneficent to business by 
letting It bear 60% of the burden. So if 
file tax boosts spark a recovery in the 
economy, they ought to set off an even 
bigger bull market. · 

There is, however,-another way of 
looking at this. The Dow Jones indus· 
trials peaked at 833 on July 20, and 
closed at 832 July 22, the day the Sen· 
p.te stayed up all night to pass Mr. 
Dole's tax bill. They have been sliding 
ever since, except for a sharp rally on 
August 2, the day of a prime rate cut 
'(and also the day a lot of people 
started to recognize the seriousness of 
Rep. Jack Kemp's efforts to defeat 
the tax bill). The big plunge, to 780 
yesterday from 822 a week earlier, co
incided with Ronald Reagan's digging 
himself progressively deeper into sup· 
port of the tax increase. 

Along Wall Street you can of 
course find those fixated on the gov· 
ernment deficit. A correct interest 
rate prediction is money in the bank, 
and governµient demand on the credit 
markets is ~!early one factor in the 
equation. This truism has been en· 
shrined in 11 cul~ called flow of funds 
analysis, the ca)culations of supply 
and demand in the credit markets 
that Henry Kaufman of Salomon Bros. 
has made famous. This week Barron's 
did Mr. Kaufman the disservice of re
viewing his 1982 predictions. It turns 
out that interest rates are n,ore c;om
plicated than he thought, perhaps be
cause the big factor is inflationary ex· 
pectations simple supply-and-demand 
calculations do not capture. 

In any event, the flow .of funds 
never was the. Wall Street view. In · 
fact, there is no one Wall Street view, 
since for every buyer there has to be 

' a seller. But in our experience, the 
predominant · macroeconomic ap
proach concentrates not on the deficit 
but on government expenditures. The 
economy's structural prob)em is not 
an immutable deficit but a steadily 

Now, we would not want to stretch swelling lf'Vel of -expenditure. 
this too far, for often markets know In this view the Reagan tax cuts 
things mortals like ourselves and Sen· might help economic growth along 
ator Dole do not. But choosing be· supply-side lines, but their more im· 
tween the theory that the market is portant purpose was as a club to force 
falling because the tax bill may fail, a reduction in expenditures. This has 
and the theory that the market is fall- not happened. This year government 
ing because tbe tax bill may pass, we spending will soar to 24.1% 'Of GNP, 
will say this: The one thing that the compared to 21.9% in our last reces-
bole bill is most sure to produce is sion during fiscal 1975, -and to 22.5% in 
lower cash flow as more of business the last year of the Carter administra-
pays more taxes. Until yesterday, we · (F h 

..were unaware of any investment the- tion. or t at matter, at 2Q,5% of 
GNP, taxes are higher today than the 

ory holding that the pro$pect of lower 18.9% in 1975 or 20.1% in 1980-so 
cas}l flows leads to higher share much for the "'-failure" of supply-side 
prices. But then, until recently, we "stimulus.") 
were unaware of any economic theory Now Mr. Reagan is backing away 
holding that tax increases cure reces· from tax cuts. and the political logic 
sions. of his retreat seems certain to drive 

We have our own fear in all Qf this, him further and further from his orig- · 
and we suspect ~t may be one that inal position. We already hear talk of 
markets share-at least It is -0ne we his winning Democratic votes with ,the 
pick up wandering along Wall Street. "sweetener" of 'backiijg .away from 
This has to do not with short-term _ spending cuts. There is .a strong 
cash flows, but with long-term politl· chance that the wbole -Reagan experi· 
cal movements. The fear is that last / ment will be lost, and at 1east in our 
week Ronald Reagan threw in the \ guess, this is why shares are worth a 
towel on baste political change. · lot less than they were a week ago. 

-· 
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Larges,t Tax Increase µu 

For the past 12 months the Reagan 
Administration and the Republican 
party have been claiming credit for 
"the largest tax cut" in American 
history. . 

· · By the time November's election rolls 
around, they could be running on-or 
from-another platform: not the 
largest tax cut in history, but the largest 
tax increase. Such will be the reality if 
Congress adopts the tax package 
created by Sen. Robert Dole (R.-Kan.) 
and the Republicans on the Senate 
Finance Committee-with the all-out 
backing of the Reagan Administration. 

The package is usually discussed as a 
$98-billion tax bike. Actually, it is more 
than twice that. Over the next five years 
the Dole-Administration package 
wo~ld raise our federal taxes by a stag
genng total of $227 billion. This is done 
by hole-in-corner methods, in ways the 
average citizen can't readily observe, 
but the tremendous totals are attested 
by the Dole committee itself. 

Printed on this page is the summary 
of the revenue effects of the package in 
millions provided by the Finance Com
mittee. 

Add up the bottom line for 1983 
through 1987, and you get a not-so
grand grand total of $227. 7 billion in 
added tax collections. 

The rationale for this enormous 
tax hike is the new conventional 
wisdom in the Capital: In order to 
stop the crowding out of savings, 
investment and businesses by 
f edcral deficits, we must vastly in
crease federal taxes on savers, in
vestors and businessmen. We will 
thus embark on a novel venture in 
economic theory-attempting to • · 
cure a recession by raising people's 
taxes. 

Among the features of this huge 
although subliminal tax hike are pro
visions withholding taxes on savings in
terest and dividends, a doubling of the 
cigarette tax, travel taxes, taxes on tips, 
telephone calls, etc. The idea is to stitch 
together lots of "little" taxes in out-of
the-way places that won't be readily 
visible to the public. 

In History 
By M. STANTON EVANS 

FlscalYear-
Provision 

1983 1984 1985 1986 1987 

Individual income tax provisions 240 2,984 3,2Sl 3,S48 3,8S6 
Provisions primarily relating to 

business ................... S,9Z1 12,755 18,162 30,559 42,262 
Compliance provisions ..•.•.••. 6,698 1,056 8,646 10,115 11,112 
Pension provisions ............ 211 588 673 762 848 
Life insuflUlce and annuities • .•. 1.487 l,SIO 2,183 2,93S 3,167 
Employment taxes ............ 1,814 3,104 3.869 4,012 3,862 
Excise tax provisions .......... 2,5()1) 3.847 4,734 4,873 4.929 
Miscellaneous provisions • :: •••• -38 
Revenue gain from additional 

IRS enforcement personnel .• 2,100 

Grand Total. All Provisions •.•• 20,948 

This w~ in .fact the very argument 
used by the White House in trying to ex
plain the program to recalcitrant 
members of Congress-we can't raise 
taxes in ways that people will under
stand. The motives are obviously polit
ical, not economic: trying to whittle 
down the deficit while seeming to stick 

· by Reagan's opposition to high taxes, 
rather than trying to generate incentives 
by easing economic burdens on the tax
payer. 

While Dole is the major architect of 
this tax hike, Administration lobbyists 
fought hard for its adoption. and cut 
some dea~s to keep it flying. One of the 
most notable of these concerns the 
withholding of interest on savings. The 
banks were reportedly persuaded to go 
along by a 30-day "float'' on the with
held money-in essence, an interest
free loan at the expense of their deposi
tors. 

All of this signals a virtual abandon-
ment of Reaganite philosophy on taxes, 
which held that the American people 
were paying way too much to Uncle 
Sam and needed Ii reduction, which 
would in tum spur· new · growth in the 
economy. It was on that basis that last . 
year's rate rollbacks were enacted. 
returning a portion of the money taken 
from us by built-in, automatic tax hikes. 

If the Reagan program had stayed 
put, U.S. taxpayers would have come 

-37 · -34 -32 -30 

2,400 2~400 1,300 600 
34,207 43,894 S8,072 70,606 

out approximately even. The rate re
ductions would have canceled constant 
hikes imposed by "bracket creep". 
and legislated increases for Social Se
curity. Now. instead of that small . 
solace, they will get $227 billion in 
brand new taxes in the next five y~rs. ; 

Dole and Co. argue that such in
creases are required to minimize the 
de'ricit and bring the budget into 
balance. These are desirable objectives; 
but the · Reaganite way of getting to 
them was supposed to be restraint on 
spending, not gigantic tax hikes. And 
despite the publicity on this subject, 
federal spending has not been cut, nor 
is it likely that it will be. 

Everyone who follows the issue 
knows the problem with the budget is 
runaway spending for "entitlements." 
But neither the Administration nor the 
Congress seems to have any stomach 
for tackling them. The Senate Finance 
Committee report that tells us we are to 
have $227 billion in added taxes also in
forms us we are to have all of $22 
billion in entitlement cuts-a 10-to-1 
ratio in favor of new taxes. 

If this package is adopted, the folks 
who tell us Reaganomics doesn't work 
will tum out to be right. It can't 
possibly work if it's never put into prac
tice. 
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BUDGET PROCESS IN HOUSE LEADS TO ONLY 16¢ OF OUTLAY SAVINGS 
FOR EVERY $1.00 OF TAX INCREASE 

Confronted earlier this year with the prospect of exceptionally high 
deficits over the next several years, Congress and the Administration accepted 
the need for tax increases as a necessary precondition for getting the 
spending cuts to limit the growth in outlays. Some segments of the business 
community supported this approach to deficit reduction under the assumption 
that tax increases had to be accepted jn order to achieve substantial 
reductions in the growth of entitlement spending. 

As the budget process has progressed in the House, however, it is 
becoming increasingly apparent that many of the outlay savings mandated in the 
budget resolution are being disregarded by several of the committees. As a 
consequence, it is estimated that less than half of the assumed savings have 
been made by the House committees. 

Minority staff of the House Budget Committee estimates that only $15 
billion of the required $27.1 billion in reconciliation savings will be made 
by the committees. Almost . no action has been taken on the $13.6 billion in 
non-reconciliation savings assumed in the budget resolution. 

The table below, prepared by minority staff of the House Budget 
committee using CBC estimates*, details the savings shortfall in the House. 

FY 83 FY 84 FY 85 3-YEAR .TOTALS 

TOTAL DIFFERENCE BETWEEN SAVINGS ASSUMED IN THE BUDGET RESOLUTION AND 
LEGISLATIVE ACTION 
Budget Resolution Assumptions 
Action to Date 
Difference 

9,699 
4,116 

-5,583 

*OMB estimates used for Banking Committee 

14,142 
5,755 

-8,387 

16,935 
5,810 

-11,125 

40,776 
15,681 

-25,095 
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Impact of Senate Finance Corrmittee Bill on Savings and Investment 

'.Ihe Senate Finance Corrmittee bill would gravely undermine t-l1e incentives to capital 
formation enacted last year as part of the Economic Recovery ·· Tax Act (ERI'A) • 'l'hat law 
for the first time gave companies substantial relief from excessi,,e taxes on investment, 
by instituting the accelerated cost recovery system (ACRS) of faster and simpler 
depreciation, a ta~: credit for research and developnent, higher credits for some 
eguipnent and rehabilitation of structures, and liberali:,:i:d leasi119 rules to extend · 
these benefits to economically sound but terrporarily unprofitable firms. 

Ali of those gains have been rolled back by the Senate Finance bill. ACRS suffered 
the heaviest attack, as taxpayers would b~ required to adj ust their basis for 
depreciation by one-half the amount of tax credits claimed. Thus investcrs in equipment 
would get to depreciate only 95 percent of the value, aud investors in historic 
structures only 87.5 percent. 'Ihe further a~eleration in depreciation schedules for 
equipnent due to occur in 1985 and 1986 would be repealed. "Safe-harbor" leasing v.rould 
be drastically cut back and would be eliminated after September 30, 1985. More than a 
dozen other provisions would reduce corporate funds available for investment. 

_In fact, the business tax increases in this year's bill would cancel out more than 
two-thirds of the business tax relief provided under ERI'A in fiscal 1983-85. Many firms 
would actually be worse off than before ERI'A was passed. In contrast, the changes 
affecting individuals amount to less than 10 percent of the tax cuts they will receive 
under ERI'A. Stated another way, bt:sinesses received less than 20 percent of the total 
tax relief under ERI'A for 1983-85. But they would have to absorb nearly 60 percent of 
the tax increases for those years under the Senate Finance bill. 

'.Ihe Senate Finance bill also is a step backward for savers. The bill would require 
dividend and interest payors to withhold 10 percent from all individual recipients 
except those elderly and nontaxable persons who file exenption certificates. Although 
this measure is advertised as a compliance step, much cf the revenue gain would come 
from speeding up collections from savers who are already in compliance. Many of these 
taxpayers would be overwithheld as a result of the provision. 

Dividend and interest recipients wouid be hurt by two other parts of the bill as 
well. As of January 1, 1983, the new tax deferral for dividends reinvested by public 
utility stockholders would be repealed. And a new alternative minimtnn tax on 
individuals for the first time would tax interest from tax-exerrpt bonds, plus the 
excluded portion of dividend income. 'Ihese changes effectively increase the double 
taxation of corporate income, one of the worst inequities in the tax code. 

Another anti-saving provision is the pension "reform" section. 'Ihe three-
year revenue gain listed for this measure is only $1.5 billion. But the reduced 
contribution limits and additional expense irrq_:)osed on pension plans by the bill may to 
depress retirement savings more than this revenue estimate suggests. 

O'lly two aspects of the bill offer modest relief to savers: a reduction in the 
holding period for long-term capital gains and losses from one year to six months, and 
an increase in the contribution limits for Keogh plans from $15,000 to $30,000 over 
three years. Moreover, the latter change benefits only self-employed individuals making 
more than $100,000, since only 15 percent of self-employment income may be invested in a 
Ke~h plan. 



BUSINESS Cl)NFIDEN:E SURVEY 

Survey Research Center, Economic Iolicy Division 
u. s. Cllamber of Comnerce 

July 28, 1982 

'Ihinking of the federal deficit, which of the· following 
would you favor -- raising taxes, reducing spendir:B, 
both raising taxes and reducing spending, or doing 
neither and leaving the deficit as it is? 

Neither; 
Faising Reducing Doing leave deficit 
taxes spending both as it is 

'IDmL 2% 62% 29% 4% 
By region 

New England 5 58 30 6 
Middle Atlantic 3 56 35 4 
North East Central 2 66 25 5 
West N'.:>rth Central 4 65 25 3 
South Atlantic 2 64 29 4 
East South Central 3 60 31 3 
West South Central 1 70 21 3 
M::mntain 3 67 27 1 
Pacific 2 58 33 4 

By industry 
Agriculture 1 66 28 3 
Mining, Extractive * 67 29 2 
Construction 3 65 25 5 
Manufacturing 2 62 33 1 
Transportation, 

C.ormnunications, 
Utilities 1 69 32 5 

Wholesale, Retail 
Trade 2 62 28 4 

Finance, Insurance, 
Real Estate 5 52 39 2 

Services 3 62 28 4 

By size(# of enployees) 
Small (9 9 or less) 3 66 23 5 
Medium (100-499) 2 55 36 3 
Large (500 +) 2 60 35 1 

*Less than 0.5 percent. 
Totals may not sum to 100 because of rounding. 

--- · 

No 
response 

3% 

1 
4 
4 
4 
2 
3 
5 
2 
3 

3 
2 
3 
2 

4 

4 

2 
4 

3 
4 
3 

'Ihere were 2,473 respondents, a 41 percent response rate, to the mail 
survey of a sample of 6,024 top executives, representing a scientific 
cross-section of U.S. business, by industry, size of firm, and geographical 
region. 'Ihe survey was conducted by mail during the period June 4 - July 14, 
1982. 
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o ACRS/ITC: Maintain the full accelerated cost recovery system (Arn5) and 
investment tax credit (I'IC). 'Ihese provisions are essential for investment to 
encourage economic recovery. At present interest rates, they are not a 
subsidy; cutting them back would leave many finns worse off than under prior 
law. 

o Safe-harbor leasing: Modify to corre~t specific abuses but do not repeal or • 
severely curtail; make closely held companies eligible to be lessors. Leasing 
is necessary to enable viable but terrporarily unprofitable fimrs to receive 
same benefit from ACES as profitable companies. 

o Individual income tax: Keep the third-year rate cut as scheduled without 
delay or scaling back. Do not impose a surdlarge or higher minimum tax. 'lhe 
full three-year rate cut is needed to reduce burdens below 198l's record 
levels; otherwise inflation, "bracket creep" and social security tax increases 
will leave most taxpayers worse off. 

o Corporate minimum tax or surcharge: Reject. '!hese proposals all 
discriminate among companies within an industry or between industries by 
singling out certain legitimate deductions as preferences. If Congress firrls 
any of these are not working as intended, they should be subject to hearings 
and, if necessary, cut back directly instead of through an across-the-:-board 
tax. 

o Withholding on dividends and interest: Oppose. This approach is burdensome 
for 60 million taxpayers who report their dividends and interest and would 
have to file exemption cert1ficates, adjust wage withholding or claim. 
refunds. It would cost payors up to a billion dollars to implement and 
maintain. MUch of the revenue can be gained through improved reporting, 
matdling, and enforcement, which we support. 

o Completed contract method of accounting: support Rep. Holland's approach. 
'Ibis would make needed corrections while still keeping the method viable for 
contractors. The Treasury's proposals, _in contrast, are far too drastic. 

o Mergers and acquisitions:_ Do not overturn longstanding law in this complex 
area without more thorough study of the tax policy issues involved. As 
drafted, the bill is a barrier to mergers and acquisitions, especially of 
small, closely held companies. 

o DISC: Preserve. D:>mestic international sales corporations (DISC's) have a 
proven value in encouraging e.'Cp()rts and jobs. OJtting back DISC through a 
minimum tax, preference treatment or other changes would be counterproductive 
and may actually cost the Treasury revenue. 
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INTEREST AND DIVlDEND WITHHOLDING IS A 
COSTLY WAY TO ENSURE TAXPAYER COMPLIANCE 

The proposal to withhold 10 percent of dividend and interest earnings 
represents a costly and cumbersome way to improve taxpayer compliance. This 
proposal would entail a heavy paperwork burden for the vast majority of honest 
taxpayers, and impose high administrative costs on financial institutions and 
corporations. 

There are over 60 million taxpayers who have dividend or interest 
income. '!he vast majority of them would be overwithheld by this proposal, or 
else they would be forced to: (1) file exemption certificates for each savings 
account and dividend (an average of more than five per taxpayer), (2) reduce 
their estimated tax payments, or (3) reduce their wage withholding. 

'!he elderly especially would be burdened by this scheme. over 90 percent 
of taxpayers 65 or older have income from interest or dividends. Nearly all of 
them would qualify for exemption and would have to file certificates or else be 
overwithheld on what may be their principal income source. 

More than 50,000 banks, savings and loans, credit unions, mutual funds, 
brokers, insurance companies, and dividend-paying corporations would incur very 
heavy start-up costs and significant annual operating expenses to implement the 
system. '1hese expenses would be heaviest for small payers, which typically do 
not have as high a degree of automation to handle the necessary competitors. 

Proponents of withholding often gloss over these costs by pointing out 
that payers must already furnish Form 1099 information returns. But 
withholding, as proposed, entails far more than deducting 10 percent of the 
annual payment. Every depositor or shareholder will have to be notified of the 
grounds for exemption and given a certificate or application to return; Many 
individuals will need assistance in understanding whether they qualify or in 
filling out the forms. Computing and accounting systems must be modified to 
deduct 10 percent of each payment (daily, monthly, or quarterly) only from 
accounts of individuals who have not filed certificates and who are expected to 
receive over $100 annually. Payers must combine payments to individuals with 
multiple accounts to see if they exceed the $100 floor and must provide 
exemptions to accounts held by corporations, government agencies, nonprofit 
organizations, individuals with less than $600 of tax liability, couples with 
less than $100 of liability, elderly individuals with less than $1500, and 
elderly couples with less than $2500. No wonder the costs for payers have been 
estimated at over $1 billion to start and $1 billion per year to administer! 
Those costs, plus the interest lost by individuals who are overwi thheld, amount 
to a very high fraction of the anticipated revenue gain, making this a very 
inefficient way to collect taxes. 

The tragedy is that the compliance gain can be accomplished without 
withholding and without burdening the SO-million-plus recipients who are in 
compliance. Compliance can be improved by: (1) giving the IRS more computer 
resources and personnel to use available information, (2) requiring Treasury and 
other payers not currently subject to reporting to file information returns, (3) 
requiring that more reports be in machine-processable format, and (4) imposing 
stiffer penalties or withholding on individuals who provide false or no 
information. 
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TAX I?CREASE WILL DELAY RECOVERY AND WIDEN DEFICIT 

'lbe economic recovery, which began in April, appears to have faltered 
in June and early July as sales, new orders, leading indicators and housing 
starts all reversed their early spring growth trends. While the causes of 
this setback are uncertain, it is clear that the economy is not as robust as 
we earlier believed, and that exceptional care must be taken so as not to 
diminish the emerging positive influences needed to sustain a stable and 
.strong recovery. 

Along with the recent successes in reducing interest rates, the key 
positive influence on the recovery will continue to be the substantial tax 
cuts enacted in 1981. In particular, the July 1 cut in personal taxes should 
have a powerful influence in stimulating the household sector. 

But while the household sector has improved and should continue to make 
gains over the near term, a completely different situation characterizes the 
business community. Corporate liquidity is the lowest it has been in the 
postwar era, before tax profits are down 30 percent since last year, and 
business failures are running at the highest rate since the Great Depression. 

Despite the serious weaknesses within the business sector, and the 
pr~carious condition of the current recovery, Congress is on the verge of 
enacting into law the largest peacetime tax increase. As now structured, this 
tax increase bears disproportionately on the beleaguered business community. 
Business, which received only 19 percent of the ERTA tax cut, will lose 70 
percent of this modest share if the Senate Finance Committee's bill is 
enacted. With profits down, these tax increases will further erode corporate 
liquidity, diminish investment and delay the time when the business sector can 
contribute to the economic recovery that is now taking its first, faltering 
steps. 

Although basic economic principles, whether those of the Keynesians or 
the supply-siders, argue forcefully against raising taxes in a recession, the 
proponents of the massive tax increase counter this with a new logic based on 
the illusory connection between deficits and interest rates. Despite the fact 
that there is no evidence to indicate that high deficits lead to high interest 
rates, our politicians persist in insisting that such a relationship exists, 
and are willing to gamble our economic well being in their fruitless attempts 
to prove it. ~agically, what they may end up proving is what we already know 

tax increases are harmful, especially in a recession. 

Last week, the CBO projected that the FY 1983 deficit will be $30 to 
$40 billion higher than planned because a weak recovery will lead to lower 
than expected tax revenues. Interestingly, in the aftermath of this 
aMouncement, T-bill rates fell below double-digit levels for the first time 
since spring of 1980. If a weak recovery is the major cause of an expanding 
deficit, by what sort of twisted logic can our leaders insist that it can be 
cured by acts that will further depress business activity? 
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HISTORY OF TAX !?CREASES DEMONSTRATES THEIR DEPRESSING EFFECT 
ON ECONOMIC ACTIVITY AND GOVERNMENT REVENUES 

The history of tax increases in this country and abroad offers a clear 
demonstration of the depressing impact such increa·ses have on economic growth 
and revenue collection. 

To cite just a few examples: Rate reductions in the U.S. in the 1920's 
1946, 1948, 1964-65, and 1978 (for capital gains) all led to dramatic growth 
in revenues. Conversely, rate increases in 1916-20, 1932, and 1968-69 were 
quickly followed by sharp drops in reported income, tax collections, and 
economic activity. Rate reductions in Germany in 1948, Japan in 1950, and 
Puerto Rico in 1977-79 were followed by steep upturns in economic growth and 
tax receipts. 

The most egregious instance, which is somewhat similar to today's 
circumstances, occurred in 1932. 'Ihen, as today, the economy was in a slump, 
and the deficit was growing~ The Hoover Administration and Congress agreed to 
raise taxes by $900 million, or nearly 30 percent of the 1931 level. However, 
receipts actually fell by $1.2 billion in 1932, the deficit widened from $0.5 
billion to $2.7 billion, and a severe recession turned into the Great 
Dep:ession. 

Rate changes have a proven effect on personal savings rates. From 1963 
to 1965, when tax rates were reduced an average of 19 percent, the personal 
savings rate rose 31 percent. It continued to rise through 1967, for a total 
gain of SO percent in 4 years. 'lben a 10 percent tax surcharge was imposed in 
1968 and 1969, and the savings rate dropped by ii percent. When the surcharge 
was removed in 1970 and 1971, the savings rate climbed 26 percent. Each time, 
the savings rate changed by 2 to 3 times as much as the tax rate change. Such 
a savings rate change in response to the rate cuts enacted last year would 
lead to an increase in savings of roughly $100 billion by 1984. 
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July 27, 1982 

The Honorable Thomas P. O'Neill, Jr. 
Speaker of the House 
H-204, the Capitol 
Washington, D.C. 20515 ... 
Dear Mr. Speaker: 

., .. 

' 
., 

While many of the decisions relevant to the -handling of 
reconciliation are still up in the air, there should be no 
doubt that we will consider spending issues prior to tax 
is~ues, or in the case of Ways and Means jurisdiction, at the 
same time. 

We believe that the ~irst responsibility of the House is 
the reduction in spending growth and' then, and only then, an 
increase in revenues. 

215,'!'0(I.,., 

That . is a high priority on our side and we will not allow 
ourselves to be put in the position of enacting revenue raisers 
only to see our efforts to curtail spending undermined. 

I hope you can appreciate our concern and accept this 
approach. 

RtJM:bkp 

cc Senator Howard Baker 

ert H. Michel 
R~publican Leader 




