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Bu “get Will Ask
Contingency Tax
Boost--Regan

By ROBERT A. ROSENBLATT,
Times Staff Writer

WASHINGTON —Despite Presi-
dent Reagan’s strong distaste for
tax increases, the Administration’s
new budget will propose tax hikes
linked to federal spending cuts,
Treasury Secretary Donald T. Re-
gan said Monday.

1f Congress reduces spending
firs., 'then we’ll take the taxes’™
Regar said in a speech to tne
Natic 4l Press Club. It was the first
officca. word from anyone in the
Admunistration that its 1985 budget,
to be unveiled early next year, will
contain a contingency tax plan.

Congress ignored the President's
request for spending cuts and &
contingency tax in the current fiscal
1984 budget, and a negative re-
sponse is likely again next year. But
Regan’s forceful rhetoric suggested
that the Administration views its
call for lower spending as an effec-
tive campaign issue.

‘Determined to Fight’

“We have to be determined 1o
fight” for reduced spending, the
Treasury secretary said. “We have
to get it down.”

Tax increase proposals, including
several offered by influential Re-
publicans, were quickly rejected by
the President during the closing
days of the 1983 congressional ses-
sion last month.

But a tax increase is now consid-
ered acceptable if a spending cut of
equal size is approved first, the
secretary said. The specific amounts
are unknown, he said, because the
fiscal 1985 budget has not been
completed yet.

“We will work with anyone in
Congress who wants to cut spend-
ing,” Regan said. The Administra-
tion asked Congress this year for
spending cuts totaling $89 billion
over three years, but the legislators
approved cuts of only $7 billion, the
secretary said.

“Why should we be racking up
more spending?” he asked. “It is not
that we lack the revenue, but we
lack the will to cut back some
programs.

“If you ask where,” he added, “I
refer you to the Grace Commission.”
This was a reference to a presiden-
tially appointed panel of industry
executives that has proposed sav-
ings of $100 billion annually in
federal spending.

Headed by industrialist J. Peter
Grace, the commission has called for
such politically sensitive actions as
cutting civilian and military pension
benefits, trimming food stamp out-
lays and combining student aid
programs. Regan refused to say
which proposals are likely to be
included in the new budget.

Potential Target

The fastest-growing major feder-
al spending programs are defense
and the combine .ocial Security-
Medicare fund, hwegan said in re-
sponse to questions that Medicare is
a potential target for savings but
indicated that the defense budget
will not be substantially altered.

Medicare, which helps finance
hospital and physicians’ services for
26 million Americans over age 65,
“needs to be examined quickly” for
“an overhaul,” Regan said. Spend-
ing for these programs will jump
from $53 billion this year to more
than $100 billion in 1988, he said.
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Of the defense budget, he sail.
“You have to have some type of
national and international priority.
You can’t have a weak defense and «
strong economy."

Administration officials are con-
vinced that the spending issue can
provide them with strong election-
year ammunition. .

Record Deficit Posted

Although the government under
Reagan registered a record deficit of
$195 billion in fiscal 1983, which
ended Sept. 30, Administration offi-
cials expect to attack the Democrats
in Congress as big spenders. Many
private economists project a deficit
of nearly $200 billion for the current
fiscal year, although the Adminis-
tration disputes that.

In its 1985 budget and in projec-
tions for several future years, the
Administration will aim for gradu-
ally declining deficits, Regan said.
Bringing the deficits down should
lead to lower interest rates, benefit-
ing all Americans who depend on
credit, from farmers to car buyers,
he added.

In addition, the secretary ex-
pressed concern about the Federal
Reserve Board’s increasingly tight
restrictions recently on the growth
of the money supply. With business
growing at an unusually rapid rate,
“the Fed wants to cool the economy
before it overheats and we get
inflation back,” Regan said. “My
concern is that they not overdo it.”









Regan Sees Gap
In 1985 Budget
Of $100 Billion

But Aide Savs Qualifier Used.
In ‘The Area Of." Allows
For Range to $120 Billion

By Latrir MeGinpey
Staff Reparterof Tue Wars STrEET JOr Ra AL

WASHINGTON ~ Treasury Secretary
Donald Regan, making a surprismighy low
projection, said the federa government's
hudget deficit could narrow sharply 1o “the
area of”" §100 bilhon in fiscal 1983.

Mr. Regan made the projection during a
guestion-and-answer session before the U.S.
Chamber of Commerce. Afterwards aides
sadd it wasn't a slip of the tongue, but thev
sought to play down its significance. "The
secretary isn't predicting a4 $100 billion defi-
Cit, but he 1s saying that is doable.” said a
spckesman., Mr. Regan's phrase. in the
area of,” means a deficit ranging from $100
billlon to $120 bilhon, the spokesman said.

The Office of Managment and Budget in
July projected a $170.2 bilhon deficit tor fis-
ol 1880, A spokesmuan said he couldr 't pos-
sibly comiment on the Regun estin.t» be-
cause he didn’t know what economic as
sumptions the Treusury hoss was using.

Treasury officials, who provided only
sketchy details to support Mr. Reagan's def-
it projection, said the estimate was based
on the secretary’s belief that the economy
will grow at a faster pace than was expected
o July.

The July estinuites *'still are understat-
mg growth.” said ope depaitment official.
Faster-than-expected growth will reduce un-
employment more quickly than anticipried.
the official said. noting that Mr. Regan be-
lieves the unemployment rate could fali to
about 7% by Dec. 31. 195, That is a percent-
age point lower thun the July estimate.

Treasury officials estimate that each per-
centage-point reduction in the jobless rate
narrows the federal deficit $30 billion be-
cause of Jower outlays for unemployment in-
surance and higher tax revenues from peo-
ple back at work. The nation's unemploy-
ment rate stood at a seasonally adjusted
8.5 of the work force in August. .

Mr. Regan predicted in his speech to the
rhamber that the economy  uld grow be-
tween 4.5 and 57, after ...ation adjust-
ment, from the end of this vear: 1e end of
next vear. However, he said, it's nkely to be
“closer to AT In Jupb ot c
Cogrow vear ¢

WALL

Mr. Regan’'s 19a5 deficit projection, aide:
said, also assumes that the Reagan adminis
tration will be able to persuade Congress *
make already-proposed spending reduction.:
as well as additional cuts. So far, the adn.w
istration has had far less success thau ut
would like In getting Congress to cut spet, |
me. But a Tredsury official said that o
strong Republican performance in the 19-.
elections could create the politicai clinu
needed for substantial cutbacks.

The aide said that the Treasury suppor s
a Cline-item veto,” which would give the

-ident authority to reject spending feve's
tor individual programs, rather than havine
1c veto appropriations for an entire group
encles.

Mr. Regan said that if spending leve..
aren’t reduced. a tax increase “defuiitels
will have to be considered in 195. Un
then, however he said he opposes tax-;
crease proposals, except those “putting th
lid on" industrial-revenue and maortguage
revenue bonds.

The federal deficit for fiscal vear 1us
which ended Sept. 30, totaled $195 bitlien 1
$200 billion, Treasury officiais said. In Juh .
the deficit was projected at $209.5 bilion. O
ficials attributed the narrower deficit to th«
robust economic recovery and slower-thay
expected government spending. Those s
factors could produce a deficit in the curers
fiscal year of $150 billion to $170 bilhon, a:
aide said, compared with the July estin.ite
of $179.7 billion.

Meanwhile, chairman Dan Rostenkowsk
of the House Ways and Means Committer
described large federal deficits us “th
greatest ticking time bomb ot the economi
future.” But, the 1llinois Democrat said, the
modest tax bill being drafted by his pun
this week is a step toward addressing )
deficit problem.

The real challenge, he said in a funchess
talk to a meeting of the Futures Industry
Association, will come in 195 when Con
gress and a new administration will have tc
decide whether to take buack some of the
“very generous’’ tax revisions epacted in
1981,

Mr. Rostenkowski, who met with the
president vesterday, told the Futures grou;

’ House are "m o
le,
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Smaller Cutsin U.S.

By PatL BLUSTEIN

Staff Reporter of Tae Watl. STREET JOURNAL

WASHINGTON —President Reagan's ad-
visers expect to recommend fiscal 1985 bud-
get proposals that call for smaller cuts in
domestic spending than the previous year’s
budget. administration officials say.

In a related development, Treasury Sec-
retary Donald Regan confirmed yesterday
that the budget will almost certainly contain
a new tax proposal of some type. Adminis-
tration officials had privately predicted that
a substantial amount of new tax revenue
would be needed in future years to show fed-
eral budget deficits declining from their cur-
rent $200 billion annual levels.

The tax proposal would be conditional
upon congressional passage of spending
cuts, the Treasury Secretary said, with "at
least a one-for-one’ ratio between spending
cuts and tax increases. But the proposal
contained in the budget might be substan-
tially different from last year's ‘‘contin-
gency tax,” he said.

Social Programs

For fiscal 1985, which begins next Oct. 1,
officials said they are readying a budget
that will probably contain less in domestic
spending cuts than the $21 billion the admin-
istration proposed last year for fiscal 1984.
Proposed cuts in social programs for fiscal
1955 might be in the §12 billion rarge, one of-
fic:al said.

i The budget proposals for fiscal

1986

N

Domes = ‘Spending,

New Tax Plan Seenin Budget “»r Fiscal 85

through 1989 are likely to follow a similar
path, another official said. **The tone of the
way things are going is that we're going to
be asking for another round of cuts. but not
quite as big as the ones we asked for last
year,” he said.

The numbers are still subject to consider-
able uncertainty, officials cautioned, be-
cause of internal battles going on among in-
dividual agencies. the White House, and the
Office of Management and Budget. And
President Reagan might order his subordi-
nates ‘back to the drawing boards for a ma-
jor overhau! of the figures.

Agency Cuts

Nevertheless. the administration is
clearly taking election-year realities into
consideration as it forges the new budget. In
some cases, budget aides have concluded
that because Congress rejected previousiy
proposed cuts, it isn't “‘feasible’ to re-pro-
pose those same cuts next year, one official
said.

Although 4 few agencies may be asked to
cut back even further than they were last
year, “'l don't expect anything dramatic,”
the official added. That is what administra-
tion sources have been saying with increas-
ing confidence in recent days as more
agreements were worked out among agency
heads and budget officials.

President Reagan's advisers have said
both publicly and privately that they expect
the ecanomic recovery to coast through next
year without being hurt by looming deficits.
1f the president is reelected, officials say, he
will then redouble his efforts to slash domes-
tic spending and reduce budgetary red
ink.

The likelihood that proposed domestic
cuts in the fiscal 1985 budget will be less

than last vear's isn't entirely attributable to

] the 1984 electione The admimistratier, oy ex

A O :

ample, agreed this past year to
mises with Congress on certain progr s
that preclude any further reductions in thr
fiscal 1985 budget.

In a meeting with reporters vesterd.. .
Secretary Regan said in response t: a g i -
tion that the budget will include “a tay pr
posal of some type that will be contingen: ot

getting some spending cuts. The actus} tyvy» ‘

hasn't been decided. What I'm talking about
is, spending cuts come first.”

The new tax proposal “wouldn't neces:
sarily be the same contingency tax" that the
administration proposed last vear, Mr. Re
gan stressed. That measure included an in
come tax surcharge and oil excise tax de-

signed to take effect in fiscal 1986 providec |

spending cuts were enacted and certall,
other conditions were met. As reported.
some administration officials are consider

ing simply filling the deficit gap with !
vague, undefined revenue “‘plug" instead of

a concrete tax proposal.
Education Budget

Separately, Education Department offr-
cials said that they have persuaded the
White House budget office to accept about $1
billion more for the department's fiscal 148~
budget than the $13.3 billion proposed ceiling
contained in the administration’s midsessi:,

budget review last July. The higher figur« is |

still about $1 billion below levels approved
by Congress for the current vear, howrvey.

Department sources said Secretary Terre! |

Bell is trying to convince the White House
that Congress is likelv to continue the de-
partment’s spending authority at current

levels; thus. he is said to reason, it would be !

politically advantageous for Mr. Reagan to
recommend the same thing.

The $1 billion extra that the budget
agency has accepted so far would be distrih
uted proportionately among all the depart
ment's programs, a department ofticiul
said.

Administration sources 4:so said that the
budget office wants to cut more than §1°
million from the Energy Department's pro

posed tiscal 1985 budget for nun-tefense, 1
clear-research programs. The bulk of th-
propesed cuts are aimed at a nuclear energ
program that is slated to replace the Clinc ks
River Breeder Reactor axed by Cougress
earlier this vear.

Officials said that Energy Secretary Don- |
3ld Hodel has appraled the budget office’s’

ettort v reduce 10 abodl dbve toalbion non.
about $668 million the proposed spendn;;z
levels for nuclear fission, nuclear waste an.
other civilian nuclear programs. Current
spending levels are about $620 mithon {1
these programs.






October 29, 1983

NOTE FOR BARBARA HAYWARD
FROM: GEORGIA O'CONNOR

Dr. Feldstein had to decline the attached
invitation to address The Forum Club in
January 1984. January is probably the most
hectic month of the year for us because of the
Economic Report of the President. His regrets
were relayed to Mr. Cater by phone on

October 19.

Attachment



October 25, 1983

MEMROANDUM TO: MARTIN FELDSTEIN
FROM: JAMES A. BAKER, III A
SUBJECT: The Forum Club Invitation

John Cater has sent me a copy of his October 11 invitation for

you to attend The Forum Club's luncheon meeting in January
1984.

I would appreciate it if you would review this invitation and
respond as you deem appropriate, in light of your long-term
schedule. I am not asking for any special consideration;
simply that a decision is made as soon as your office can
determine your schedule.

Thank you for your consideration of John Cater's invitation.

Attachment
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