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NATIONAL ASSOCIATION OF BROADCASTERS

AMERICAN BANKERS ASSOCIATION

NATIONAL-AMERICAN WHOLESALE GROCERS' ASSOCIATION
AMERICAN PAPER INSTITUTE

SMALL BUSINESS LEGISLATIVE COUNCIL

NATIONAL ASSOCIATION OF TRUCK STOP OPERATORS
PUBLIC SECURITIES ASSOCIATION

PRINTING INDUSTRIES ASSOCIATION

* This list does not include support from individual
corporations.
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CHAMBER OF COMMERGE
OF THE

UNITED STATES OF AMERICA

1615 H STrReer, N. W.

RICHARD L. LESHER . October 3, 1990 - WasHINGTON. D. C. 20062

PRESIDENT 202,/463-5300

MEMBERS OF THE UNITED STATES CONGRESS:

The U.S. Chamber of Commerce urges you to vote against the budget resolution
implementing the budget summit agreement.

The agreement would cost hundreds of thousands of jobs, reduce economic growth,
impede the competitiveness of U.S. business and exacerbate the recession that the United
States is entering. It is sheer folly to raise taxes by more than $133 billion.

Moreover, the agreement actually does strikingly little to restrain federal spending
growth or to constructively reform the budget process. The budget summit agreement
claims a mere $12.1 billion in FY 1991 domestic spending restraint. However, fully $2.4
billion (20 percent) is not spending restraint at all but tax, fee or premium increases that
will fund greater federal spending.

Under the agreement, total outlays would be 7.8 percent higher in FY 1991 than in
FY 1990. This represents a rate of increase substantially greater than inflation and
constitutes a signal failure to restrain federal spending.

The Chamber would prefer that Congress enact a budget that would responsibly
adjust spending priorities, restrain federal spending growth and reform the budget process
without reducing economic growth or exacerbating the recession. The Chamber has
suggested for some time that Congress adopt a flexible freeze approach to restraining
federal spending. Others, too, have proposed responsible, pro-growth budget packages that
the Chamber would support if offered in lieu of the budget summit agreement. Regrettably,
the budget summit agreement is neither responsible nor pro-growth. The Chamber is
absolutely convinced that sequestration, responsibly managed, is preferable to the budget
summit agreement.

Sincerely,

Richard L. Lesher
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U.S. Chamber: of Commerce

Washington, D.C. 20062

SUMMARY OF THE MAJOR COMPONENTS OF THE BUDGET SUMMIT PACKAGE

The budget summit agreement purports to reduce- the deficit by $500 billion over
the FY 1991-1995 period. Of this, $133 billion will be tax increases ($16.2 billion in FY
1991), $301 billion will come from spending reduction and $65 billion will come from a
reduction in interest payments on the .debt. The agreement is tilted heavily toward tax
increases and defense cuts. If the reduced interest payments component is removed from
the deficit reduction numbers, 71 percent of the deficit reduction through FY 1993 is due
to tax increases and defense cuts. The agreement provides for no domestic discretionary
spending reductions in the first 3 years. $2.4 billion (20 percent) of the $12.1 billion in
FY 1991 "mandatory" spending cuts are actually fee, premium or tax increases.

The budget summit agreement contains the following major components:
TAX INCREASES

0 A 10 cent a gallon increase in the motor fuels tax (total federal tax will now be 19
cents per gallon).

0 A 2 cent per gallon tax on refined petroleum products -(paid by refiners).

0 A 4 cent per pack increase in the tobacco tax in 1991 and another 4 cents in 1993.
o A significant increase in alcohol taxes including a doubling of the beer tax, an

increase in the wine tax from 3 to 24 cents per bottle.

o} A 10 percent luxury tax on cars over $30,000, boats over $100,000, jewelry and furs

over $5,000.
0 An ozone depleting chemical excise tax.
0 ‘An increase in the aviation trust fund excise tax with the revenue to be dedicated

‘to deficit reduction.
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A limitation on most itemized deductions -- including home mortgage interest and
charitable contributions -- for those earning over $100,000 (disallowing 3 percent
of the deductions to the extent that adjusted gross income exceeds $100,000). The
effect is to raise the top marginal tax rate for those affected. For example, an
individual with $150,000 AGI would have the first $1,500 of his itemized deductions
disallowed. If the individual is in the 33 percent tax bracket, this means his tax
liability would increase by $495.

An increase in the medicare wage base from $51,300 to -$73,000.

Moves forward the payroll tax deposit due date.

Partially disallows the interest deduction on tax underpayments of corporations.

.Requires amortization rather than current expensing of insurance policy deferred

acquisition expenses.

DISCRETIONARY SPENDING

0

The package establishes discretionary spending caps on budget authority and outlays
for each year, 1991-1993, broken down in three categories: defense; international;
and domestic. Because the cap on both international and domestic discretionary
is set at the baseline, there is no real spending restraint in these categories in the
first three years. All spending restraint is in defense in the first three years, a $67.2
billion reduction from the baseline.

In 1994-95, the discretionary categories are combined with one total cap, so that
the breakdown of spending restraint is unspecified.

MANDATORY SPENDING

0o

Reduces mandatory spending by $12.1 billion from the adjusted baseline in 1991,
and by $119 billion from the adjusted baseline over S years. Of this, approximately
$60 billion comes out of Medicare through an increase in the Part-B Medicare
premium tax, an increase in the Medicare deductible, and an increase in certain
Medicare coinsurance. Another $13 billion comes from the Agriculture Commodity
Credit Corporation in unspecified reductions. $2.4 billion (20 percent) of the $12.1
billion in FY 1991 "mandatory" spending cuts are actually fee, premium or tax
increases.

WY
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User fees total $14.2 billion over 5 years. Included is a $4 billion increase in the
Bank Insurance Fund fee. This particular provision removes restrictions on the
FDIC’s ability to raise rates giving the agency unlimited authority to raise this fee
as high as it deems necessary. The agreement includes a five-fold increase in OSHA
fees- and a 25: percent.increase in the Pension Benefit Guaranty Corporation
(PBGC) "premium." All are scored as a spending cut by the agreement.

BUDGET PROCESS REFORM

0

Does not contain a tax-limitation/balanced budget constitutional amendment. Does
not include line-item veto authority or enhanced rescission authority.

Extends the Gramm-Rudman-Hollings deficit reduction path, achieving a balancéd
budget by 1996 under the assumption that real economic growth rebounds to 3.8
percent in 1992, and close to 4 percent in 1993 and beyond.

Establishes a pay-as-you-go provision for entitlements and revenues. For example,
any future reduction: in the capital gains tax (considered a revenue loser) would
have to be accompanied by an increase in other taxes so that the end result is
deficit neutral.

Requires a sixty vote point of order (supermajority) in the Senate for all revenue
losing bills. This would include any reduction in the capital gains tax, since
Congressional revenue estimators consider it a revenue loser.

Any future across-the-board cuts would only be triggered in specific categories
(defense; domestic discretionary; international discretionary) that violate the
spending caps discussed above. This would exclude Presidentially-declared
emergency spending requests in supplemental or regular appropriations bills.

Across-the-board cuts in mandatory spending are triggered by any enacted
legislation that adds to mandatory spending without offsetting revenues.

Any revenue decrease not offset with corresponding revenue increases is subject to
automatic reconciliation instruction by the Budget Committee to the offending
committee to pr0vide offsetting revenue increase.

Includes Somal Security in the consolidated budget, but removes Social Secunty
operatmg surplus from GRH baseline calculatlons

Includes all deposit insurance accounts in the consolidated budget, but removes
those accounts from GRH baseline calculations.



GROWTH INCENTIVES

0o

The -package- does not include any reduction in the capital gains tax, repeal of the

section 2036(c) estate freeze provision, extension of the education assistance
exclusion, extension of the 25 percent deduction for the health insurance costs of
the self employed, or extension of the R & D expense allocation rules. It does
include a modest enterprise zone provision, tax incentives for energy development
including incentives for oil and gas development, a one-year extension of the R&D
tax credit, and other incentives for small business C corporations including a modest
two year expansion of expensing and indexing of the basis of equity purchased in
qualifying small businesses.

ECONOMIC ASSUMPTIONS

o)

The economic assumptions are reasonable for FY 1991 and FY 1992. For later
years they are not. The agreement, for example, assumes 3.8 percent and 4.1
percent real economic growth in FY 1992 and FY 1993 respectively. The
agreement assumes that interest rates drop to the four percent range by FY 1993
and that inflation drops to less than three percent by FY 1995. Further, it assumes
that oil will never exceed $24.15 per barrel, when it already does.

CBO, on the other hand, projects real growth in the 2.5 percent range over this
period. Under CBO growth assumptions, the deficit would remain on the order of
$200 billion in 1995.



U.S. Chambel_' of Commerce

Washington, D.C. 20062

THE PRO-GROWTH ALTERNATIVE

As an. alternative to the economically destructive summit agreement, the U.S. Chamber of
Commerce in association with The National Center for Policy Analysis has commissioned a study by Fiscal
Associates, Inc. of a pro-growth alternative. Full details will be available on October 6, 1990. The
components of the pro-growth package are:

Tax Measures

. A reduction in the maximum capital gains tax rate from 28 percerit-» to 15 percent along with
indexing of capital gains to protect against inflation.
. " Neutral cost recovery for equipment that adjusts current tax depreciation schedules each year so that

depreciation after the first year is equivalent to its first-year value. A further adjustment reflects
the increase in recovery costs due to inflation.

. The creation of "JRA-Plus” Accounts that would allow people to make deposits of up to $2,000 with
aftertax funds, but allow withdrawals to be tax free.

. Restore the pre-1986 retirement saving incentives for 401(k) plans by allowing workers to contribute
on an aftertax basis the amount of the current IRA offset.

. Elimination of the earnings test for Social Security recipients age 65 and over.

. Elimination of the income taxation of Social Security benefits.

. Excise tax extensions and user fees proposed in President Bush’s January budget.

Spending Measures

. Flexible freeze on federal spending that would limit increases in discretionary non-defense spending

to the rate of inflation.

. Total federal compensation, including pension and health benefits, would be reduced by 0.7 percent
over the entire five-year budget baseline.

. Reform of Medicare and Medicaid that would make the programs more sensitive to the true costs

of health care.

Econemic and Budgetary Effects of the Pro-Growth Package

Enactment of the above tax and spending measures would:

. Reduce the deficit by $48.7 billion in fiscal 1991 and by 3500.5 billion over five years.

. Increase federal revenues by $123.1 billion over the next five years.

. Increase GNP by $1.2 trillion over the next five years and raise the economic growth rate by over
one full percentage point.

. Create 1.7 million more jobs by 1995.

. Increase investment that would raise the stock of U.S. capital by $3.7 trillion by 1995.

Additional Provisions

If this package were held in place for five years, the federal government would run a surplus on the
order of $70 billion in 1995. This would allow two additional important policies to be put in place without
increasing the federal government’s borrowing requirements. The 1995 surplus would be adequate to allow
a 2.2 percentage point reduction in the Social Security payroll tax (Senator Moynihan’s proposal) and to
extend neutral cost recovery principles to cover investment in buildings and structures.



Dr. Richard Lesher
Press Conference ‘
October 3, 1990

Welcome to the U.S. Chamber of Commerce. I know this is a very
hectic day for you, and will be sparing of your time. I will read a
brief statement, and then accept your questions.

The U.S. Chamber of Commerce is adamantly opposed to the
budget agreement now before Congress. I want to emphasize we did not
reach this decision lightly. The U.S. Chamber speaks for more than

180,000 firms in every line of business and industry all across the

country. We also speak for 2,700 local and state chambers of commerce,
about 1,500 trade and professional associations, and 60 American
Chambers of Commerce overseas. We have carefully polled the members of
all of our relevant committees, as well as our Board of Directors, to
reach this decision.

I want to emphasize also that the U.S. Chamber of Commerce is
only one of several broad-based groups opposed to this budget plan.
Among these are the AFL-CIO, the American Farm Bureau Federation, the
American Council of Life Insurance, and others.

Our primary objection to this scheme is its disproportionate
emphasis on higher taxes to reduce the deficit. The negotiators used a
variety of smoke and mirrors to make the ratio between spending cuts
and tax increases appear more balanced than it is. But I believe most
of the people in this room are familiar with these schemes; we have
all been through it before. The bottom line is that our elected
representatives have once again refused to make any serious decision
to reduce spending.

We have other problems with this plan. Some of them are as
follows:

First, this budget plan was developed by short-circuiting the
democratic process. The negotiators met for six months in secret and
held no public hearings to permit democratic participation. Now they
are rushing through one of the biggest tax increases in our history
without hearings, and with lightning speed. I don't want to belabor
the point, but this far-reaching proposal deserves far more input from
the nation's taxpayers.

Second, this budget plan undermines long-accepted principles
of our tax code. It would eliminate legitimate deductions allowed to
both businesses and individuals. The economic disincentives of that
loss will more than offset any positive impact of the overall package.

Third, the proposed five-fold increase of OSHA fines as a
source of revenue is outrageous. OSHA is supposed to be a safety law,
not a revenue raiser. This would set a terrible precedent.

Fourth, many of the economic and political assumptions

o
LT
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Numerical
chicanery

he budget deal serves the
needs of the handful of
Washington insiders who
put it together, but it totally
ignores the needs of the economy.

Moreover, the agreement is a
fraud, pure and simpie. In fact; it is
outrageously shameful, and it's easy
to see why. The numbers reveal it. Do
you believe that budget outlays in
1995 will only be $25 billion higher
than in 1991 — the equivalent of a
five-vear budget freeze? Over the
previous five years (1987-1991) bud- .
get outlays rose by $380 billion, .

Do you believe that the federal
government is going to spend fewer
dollars in 1993, 1994 and 1995 than it
spends in 19922 Do you believe that
the congressional budget negoti-
ators, President Bush and budget di-
rector Richard Darman, believe that
dollar outlays in 1994 will be $50 bil-
lion below the amount the govern-
ment spends in 1992?

The outlay and revenue numbers
agreed upon by the budget deal-
makers show that federal outlays for
the next five years peak in 1992—an
election vear — and that revenues
are up $100 billion in 1992 over the
adjusted base revenue path in 1991.
There vou have what the budget deal
is about — buying the 1992 re-
election.

The savings are based on the as-
sumption that spending in absolute
dollar terms in 1993. 1994 and 1995
15 below the level of 1992, In other
words, the savings are based on the
assumption of three years of budget
cuts that individually are more se-
vere than the threatened 1991 bud-
get sequester. the fear of which has
allegedly driven Congress and the
White House to a budget deal.

D6 you beliéve that politicians,
who fear a sequester that would still
allow a spending increase in 1991,
are going to implement a budget:.
plan that actually cuts spending, not’
in relation to some projected growth
figure but in relation to a previous
year's spending? , )

And that's not the half of it. Con-
sider the economic assumptions that
underlie these “savings." There is no
recession in the forecast, which as-
sumes a 3.8.percent average rate of
teal economic growth over the four
years 1992-1995. R

We have here a “rosy scenario”
With a tax increase! In 1981, when
the Reagan administration, with a
major tax rate reduction, forecast

real growth than had occurred
over the previous five years, it was

Paul Craig Roberts, an economist

@ the Center for Strategic and Inter-

hational Studies, is a columnist for
Washington Times.
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® budget deep

The fraudulent budget
agreement is so blatant
that it shows the

governments total ¢~

——ta

disrespect for the
public. The press’
complicity in the fraud
shows a media that wil{
perpetuate any lie in - -
behalf of a tax

increase.

greeted by critics with boots of
“rosy scenario.” Now the govern-
ment is proposing comparable real
growth numbers, but this time they
will result from a tax increase.

But the government knows that
this is not really true. It has secret
paths for outlays and revenues gaat
adjust the figures in the budget sum-

. mit agreement of Sept. 30, 1990, for

revisions in the economic ass|
tions showing siower growth h‘g
and 1991 than previously proj !
These revisions show that
ing will be $75 billion higher e
advertised “agreed” amour tujp the
1991-95 period, while receipts for
the five-year period will be.only-§8
billion above the previous basaline’
path. In other words. the economic
slowdown eats up all but $8 billion of*
the $133.8 billion tax increase!
These adjustments reduce the

" claimed five-year savings from $500

billion to $300 billion. and that’s with
all the tricks and no recession.

This makes it clear that a pro-_
growth budget wouid do far more @
reduce the deficit than the absurd
budget agreement that is before us.
If the economy &and the budget are{n
survive, Mr. Bush must quickly find -
a budget director with a pro-growth
budget.

It remains to be seen whether the

_Reaganite-Kemp-populist members

of Congress will allow this fraud
against the public, or whether they
will demand the resignations of Mr.
Darman and the congressional lead-
ership who together concocted this
absurd collection of numbers.

. Reporters no longer report. They
just print whatever tricksters like
Mr. Darman hand them. The Wall
Street Journal, the New York Times,
and The Washington Post all had
front page swories on Monday em-
phasizing that the deal would “soak
up $500 billion 1n federal red ink over

five years” Not a single story re- -

vealed the unbelievable agreed out-
g); ‘?:th that makes this claim ludi-

Mr. Darman succeeded in d
flecting attention 1 the claim;
deficit reduction apd the various

features of the proposed new taxes.
“Bush May Be Winner in the Long
Run” is a headline straight from Mr,
Darman’s office. .

The fraudulent budget agree-
ment is so biatant that it shows the
government’s total disrespect for the

public. The national press’ complic-
ity in the fraud shows the media will
perpetuate any lie in behalf of a tax
increase. It would be a light sentencs -
if the budget negotiators and the re-
porters were tarred and feathered
and run out of town.



embodied in the summit agreement border on fantasy. Presumably, we can
all look forward to 3.8 percent average real economic growth, and
short term interest rates of 4.5 percent, between 1992 and 1995. If
that comes to pass, many of our problems will disappear. But accepting
those assumptions requires a willing suspension of disbelief. More
realistic assumptions suggest that this agreement would at most
produce $125 billion in savings over the five-year period.

Fifth, we believe the agreement is completely unenforceable.
Time and time again we have seen Congress agree to make spending cuts
in the future, but then balk when the time comes. The budget agreement
assures us that federal spending in 1995 will be $20 billion less
than in 1992. This also requires a willing suspension of disbelief.

Sixth, the budget agreement contains little to help spur
economic growth and avert recession. Notably missing is a broad-based
capital gains tax cut, repeal of the section 2036(c) estate freeze
provision, extension of the education assistance exclusion, extension
of the 25 percent deduction for health insurance costs of the
self-employed, or extension of the research & development allocation
rules.

Seventh, but perhaps the most totally unrealistic aspect of
this budget plan is its stated assumption that additional tax revenues
will lead to less federal spending. The record of the past few decades
tells a totally different story. For every dollar in new tax revenues,
federal spending increases on average $1.72. Until .such time as
Congress addresses its bias toward more spending--a time that clearly
has not yet arrived--we can only assume higher taxes will make the
deficit larger, not smaller.

Finally, and I cannot emphasize this enough, we must keep in
mind that we are very close to a recession, and may in fact already be
in recession. And while economists generally disagree on many things,
there is remarkably unanimity of opinion that it is foolish to raise"
taxes in a recession. It is the worst possible thing to do at such a
time.

A vastly preferable option to this plan would be to simply
stand back and permit automatic sequestration. This option is not
nearly as dire as some allege. In fact, under automatic sequestration,
federal spending in 1991 would still increase by $40 billion next
year. That doesn't sound like a draconian cutback to me.

Tomorrow, the U.S. Chamber of Commerce will present an
in-depth alternative to the economically destructive summit agreement
now before us. For now, we call on all members of Congress to reject
this poorly conceived plan.:

I will now accept your questions.
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Pull the Plug on the Budget Deal

By Jim MILLER

As one who participated in a (1987}
budget summit lasting half as long, my
heart goes out to those brave, honorable
souls who did their duty as they saw it in
the negotiations at Andrews Air.Force’
base. However, the result deserves to be
rejected by Congress.

The agreement’s greatest deficiency is
that it contains no budget process reforms
to rectify the bias toward ever-expanding
government and increasing reliance on
deficit finance, There is no line-item veto,
no balanced budget amendment, no legally
enforceable budget resolution.

Thé spending caps don’t apply to some
accounts, such as the International Mone-
tary Fund and Egyptian debt lorglveness
and to presidential requests for “emer-
gency supplementals.” The-caps do not ap-
ply during the first two years of the agree-
ment to revisions in spending because ot
“technical and economic adjustments.”

Nor do they apply during the remaining
three years if the president’s representa-
tives and the congressional leadership
agree that revisions are in order. Since the
economic¢ assumptions for the ocut years
are especially optimistic—-{or example,

“% real growth, 3.2% inflation and 4.9%
T-bills in 1993—revisions almost certainly
will be found:to be in order. Moreover, the
caps can always be wajved.by a three~-
fifths vote in both Housed .

It is truly remarkable that the compro-
mise is so unbalanced. Roughly speaking,.

one side 1led by the president) wanted to
avnid increases 1n tixes and reductions in
defense spending. The other side wanted to
avoid cuts in domestie spending. Even if
we- were to take the results of the deal at
face value, the president’s side would have "
been outfoxed: The agreement calls for
1991 tax-increases of $16.2 billion, defense-
cuts-of '$9.8 billion, and entitlement cuts of
$12.1 billion.

However, the face value is maccurate.
S1.billton of the alleged $12.1 billion jn do-
mestic spending cuts is phony: [t replaces
a lump-sum payment to retiring civil-serv-
ice employees with an annuity. Another $4
billion -of “‘cuts™ consists of new user (ees
that are counted as ‘‘negative outlays.”
Disregard the phony cut and count the user
fees as what they are—taxes—and the
“'cost™ of the agreement to the president’s
side is on the order of $30 billien in the first
year, while the “'cost” to the Democratic
lendership’'s side is only $7.1 biillon. And
this imbalance persists throughout the.
fIve-year term of the agreement.

The agreement says that revenues are
to rise by $73.9 billion next year, a 7.1% in-
crease; Spending would go up by $109 bil-
lion, an 8.6 increase. Domestie spending .

would' rise - even faster. Bvidently, Lhe"
. tatmrztsedbytheagreementwuﬂdbe

used to finance spending, not reduce t.he
defictt. .

Despite ail the hype.memmntagree
ment would not reduce the deficit, which

. would rise from approximately $218.5 bik

lion this year to an estimated $253.6 billion
next year. On the other hand, if there were
an $85.4 billion initial sequester (as re-
quired by Gramm-Rudman), the deficit
would fall to $168.2 billion.

President: Bush. gave up a lot for this
agreement, and he has little to show for it.
He broke his “'no new taxes" pledge, and
even accepted an increase in rates in the
disguised form of a limitation on deduc- .
tions. He cast aside the jewe! of his negoti-
ating demands—a cut in the tax rate on
capital gains—which would -have done
much to stimulate economic growth and
would have more than'“paid for itseif’
through :higher federal receipts.:

Although ‘he is honor-bound to support -
the agreement, the president should be
ready with a quick response if Congress re-
fuses to pass it. He should order a seques*
ter. This would resuit in something approx--
imating a nominal spending freeze. Thea,
he should challenge Congress to reorder:
spending priorities. Even if spending were
permitfed to rise as fast as inflation and
even if there were no tax increase, the def--
icit would still be lower next yeag than' it’
would be under this much ballyhooed bat
fatally flawed agreement.

Mr. Miller, budget director under Presi-
. dent Reagan, is chairman of Citizens for a
Sound Ecomomny in Washington,. D.C.

The No-Growth Budget

ToTAL OUTLAYS

By PauL CralG Rbax-:m's

The $500 billion deficit reduction that
the budget agreement claims for 1991-
95 is unlikely to be realized, and the

government knows it. The revised -

assumptions that the government
expects to release next month (see
below) show that lower-than-projected
real growth in 1990 and 1991 reduces
the claimed outlay reductions by $72.6
billion and eata up all but $8.1 billion
of the $133.8 billion tax increase.
Nothing better shows the failure of

(In billions of dollars) 1991

the budget agreement than the fact
that 40% of the claimed deficit reduc-
tion has already been lost to changed
economic circumstances. A slowing
economy drifting into recession
demands a pro-growth budget. The

. budget negotiators have failed the job

entrusted to them.

Mr. Roberts, an assistant Treasury
secretary in the Reagan administration,
is now at the Center for Strategic and
International Studies in Washington,

1991.95

1992 1993 1994 1995

$1,441.8. $1,451.5 $1,443)1 $1.506.4 $7,227.5

Adjusted baseline . $1,384.7
Savings . 23.9- 50.0 709 - 1004° 1210  366.2
Agreed level 1,360.8 1,391:8 1,380.6 1,342.7 13854 - 68613
Revised assumptions 1,369.2 14124 14004 1,356.5 13954 6,933.9°
Net savings 15.5 29.4 51.1 86.6 111.0 293.6
: ToraL RECEIPTS . .
Adjusted baseline 11214 1,1942 12786 1,363.0 14411 6,398.3
Savings 16.2: 267 270 32.1 31.8 1338
Agreed level 1,1376  1,2209 11,3066 1,395.1 14729 6,532.1
Revised assumptions 1,115.6 1,183.1 1,271.0 1,373.1. 1,463.6 6,406.4
Net savings . -5.8- -11.1 ~7.6 +10.1 22.5 8.1 .
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"GHAMBER OF COMMERGE
~ OF THE
UNITED STATES OF AMERICA

October 1, 1990

1615 H STrReeT, N. W.

RICHARD L. LESHER . 5 WasHINGTON, D. C. 20062
PRESIDENT 202,463-5300 :

The Honorable George J. Mitchell
United States Senate
Washington, D.C. 20510

Dear George:

The budget summit agreement has far-reaching provisione
that will impact Americans for years to come.

The U.S. Chamber of Commerce strongly urges you to
give the agreement enough time to make certain that all of its
various impacts.will be fully recognized and understood. At a

. time when our economy is headlng for a slump, we need to
understand how some of the tax increases will affect American
workers and employers.

We understand that the schedule currently being
followed would take the agreement to a vote this Friday, October 5.
Such a short deadline would, in effect, severely curtail due
process needed on a subject as vital as taxes.

The U.S. Chamber strongly urges you to extend the time
available to American taxpayers to .react to the agreement before
taking this critical vote. Our nation fought a revolution over
"taxation without representatlon" Let's not abrogate that
principle now.

+ Sincerely,

Richard L. Lesher
cc:‘/yﬁe Honorable Bob Dole
' G

overnor John ‘H. Sununu
- The Honorable Richard G. Darman

BY MESSENGER
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GCHAMBER OF COMMERCE
OF THE .

UNITED STATES OF AMERICA

October 1, 1990 4
1615 H STreer, N. W.

RICHARD L. LESHER , WasHINGTON, D. G. 20062
PRESIDENT 4 o 202/463-5300

The Honorable Thomas S. Foley
U.S. House of Representatives
Washington, D.C. 20515

Dear Tom:

The budget summit agreement has far-reaching provisions
that will impact Americans for years to come.

The U.S. Chamber of Commerce strongly urges you to
give the agreement enough time to make certain that all of its
various impacts will be fully recognized and understood. At a
time when our economy is heading for a slump, we need to
understand how some of the tax increases will affect American
workers and employers. '

We understand that the schedule currently being
followed would take the agreement to a vote this Friday, October 5.
Such a short deadline would, in effect, severely curtail due
process needed on a subject as vital as taxes.

: The U.S. Chamber strongly urges you to extend the time
available to American taxpayers to react to the agreement before
taking this critical vote. Our nation fought a revolution over
"taxation without representation". Let's not abrogate that
principle now.

Sinéerely,

Richard L. Lesher
cc: he Honorable Bob Michel
/Governor John H. Sununu
The Honorable Richard G. Darman

BY MESSENGER
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i S RITIES INDUSTRY ASSOCIATION

1850 M. Street, N.W., Washington, D.C. 20036 - (202)296-9410 -+ Facsimile: (202) 296-9775

October 2, 1990

The President.
~ The White House : »
Washington, D.C.77720500° =~ 7 ) ' oo T

Dear Mr. President:

On behalf of the Securities Industry Association, we
congratulate you and your Administration for reaching a -
difficult accord on the budget and pledge our assistance in
securing its passage.

The SIA, like most everyone else, it seems, has some
disappointment regarding the agreement, but we firmly believe it
\ is a credible and real response to a serious problem under .
| challenging circ¢umstances. It deserves, and has, the support of
| a securities industry which knows the importance of deficit
‘ : reduction to the economy. The market's initial response -- a 63-
point ‘'gain -- recognizes the achievement and its importance. '
We will do everything we can to support the agreement. '
| Thank you very much for your efforts.

_ Sincerely,

Ve £. @/M

Marc E. Lackritz Stephan K. Small
Executive Vice President Vice President & Director
. of Congressional Relations

120 Broadway, New York, N.Y. 10271 + (212) 608-1500 < Facsimile: (212) 608-1604
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Statement on Federal Budget Agreement
by Michael Baly III
A.G.A. Executive Vice President and COO

The American Gas Association (A.G.A.) commends the White House and
Congressional negotiators for reaching a compromise agreement on the 1991 fiscal year
budget. Passage of this budget package is far preferable to the debilitating sequestration
that would occur under the current Gramm-Rudman-Hollings law.

A.G.A. is particularly pleased that the budget negotiators abandoned the broad-
based energy tax proposals in favor of the 10-cent increase in the federal gasoline tax
and a relatively modest two-cent tax on refined petroleum products. This approach will
help promote conservation, improve urban air quality, and will be much less disruptive to
the nation’s economy. Of equal importance, the gasoline tax proposal directly attacks
the chief energy security problem facing the United States -- ever-increasing reliance on
unstable oil imports. Furthermore, the budget negotiators’ action will enhance the
potential contribution of domestically produced fuels, such as natural gas.

A.G.A. also welcomes the action in the budget agreement on Section 29 of the
Internal Revenue Code, which permanently extends the nonconventional fuels tax credit.
This action helps ensure that domestic natural gas production will increase in the years
ahead.

The association congratulates all those involved in the budget negotiations and
urges prompt passage of the budget resolution.

-A.G.A.-
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L\ Association Telephone (703) 841-8612
Michael Baly il
Executive Vice President and
hi , .
Chief Operating Officer October 2, 1990

United States Senate
Washington, D.C. 20510

Dear Senator:

The American Gas Association, representing 250 U.S. natural
gas distribution and transmission companies, urges you to support
the bipartisan 5-year budget agreement developed by President Bush
and Congressional leaders.

From an energy perspective, our analysis indicates that the
agreement is the least disruptive to the nation's economy. The
gasoline tax component of the package will avoid the anti-
competitive and severely regressive impact of other energy tax
alternatives. The gasoline tax rate, even after the proposed
increase, will be less than a quarter of the rates in Western
Europe and Japan. Further, by not taxing domestic energy used in
manufacturing, the plan avoids penalizing the United States in the
global marketplace, thereby assisting in preserving U.S. jobs.

This approach will help promote conservation and improve urban

air quality. Of equal importance, the gasoline tax proposal
directly attacks the chief energy security problem facing the
United States -- ever-increasing reliance on unstable oil imports.

A.G.A. also welcomes the action taken on the budget agreement
to provide long-term production incentives for natural gas produced
from nonconventional resources. The budget negotiators' action
will enhance the potential contribution of natural gas and other
domestically produced fuels.

A.G.A. congratulates all those involved in the budget
negotiations and urges prompt passage of the budget resolution.

Respectfully,
y 72 Baé»

Michael Baly III
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90-218 CONTACTS:
LAURA BROWN (202) 637-3087
FOR IMMEDIATE RELEASE PAUL HUARD (202) 637-3075

NAM URGES CONGRESS TO SUPPORT THE BUDGET AGREEMENT

WASHINGTON, DC, Oct. 2, 1990 -- The National Association of
Manufacturers today urged Congress to support the deficit reduction
plan agreed to by the President and Congressional leaders.

"While a number of the plan’s provisions are objectionable,
which is true with most difficult compromises, NAM supports the
deficit reduction agreement as a whole. It is preferable to the
alternative of continued fiscal deadlock, sequestration and the
resulting economic chaos," NAM said in a mailgram to all members
of Congress.

"NAM believes the Congress should move forward with the
implementation of this agreement as soon as possible," NAM
President Jerry Jasinowski commented today. "The agreement will
facilitate the reduction of interest rates, increase investment and
improve long-term economic growth.

"The budget deal is a classic case of good news and bad news,"
Jasinowski continued. "The ’'good news’ is the avoidance of forced
sequestration and economic chaos, maintenance of the current tax
rate structure, absence of broad-based energy taxes and creation
of incentives for small businesses.

"Of the $500 billion in anticipated deficit reduction over

LITT11] 1331 PENNSYLVANIA AVENUE, NW, SUITE 1500 - NORTH LOBBY, WASHINGTON, DC 20004-1703 FEERRERERRERERRRIRINIRIRRNNNN]



the next five years, only about one-fourth will come from new

taxes, without raising corporate rates," he said. "And, while the

short-run impact on the economy may be mixed, this agreement will

facilitate interest rate reductions that will help reignite

economic growth over the long haul.
"The capital formation incentives for small businesses are

clearly a welcome development," he continued. "Another plus factor

is- the -absence of broad-based energy taxes, which would have

directly increased the costs of industrial production and damaged
U.S. international competitiveness."

Jasinowski went on to say the Qorst of the "bad news" is the
selective excise tax increases, large increase in Medicare taxes
and disappointing enforcement mechanisms.

"There certainly are substantial negatives. -The high degree
of reliance on selective excise tax increases disproportionately
affects the targeted industries, and the large increase in Medicare
taxes will be particularly harmful to labor-intensive businesses."

Jasinowski also expressed concern over the enforcement
mechanisms for making sure ;greed—ppon spending cuts actually take
élace,-eséecially after the first year of the agreement.

"Past history indicates that taxAincreaQes} once -enacted in
the name of deficit reduction, are seldom repealed. The
apcompanying spending cuts, offéred as an inducement for accepting
higher taxes, tend to be written in disappearing ink. We will
continue to work to get the foughest ‘possible enforcement
provisions written into this deal," he concluded.

--NAM--

o
v
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National Association
of Manufacturers

BRUCE N. HAHN
Vice President

Public Affairs
TO: Washington Representatives
FROM: Bruce N. Hahn, Vice President
Public Affairs
SUBJECT: Budget Resolution
DATE: October 3, 1990

A vote on the Budget Resolution implementing the budget
agreement is imminent in the House and Senate. Despite our serious
reservations about some of the provisions, NAM believes that the
threat of economic chaos which could result if the plan were not
approved, will outweigh its deficiencies.

We urge you to consider the risks our nation will face if the
Budget Resolution is not adopted. We fear they will outweigh the
detrimental effects of any single provision or set of provisions
on any one company. NAM's Executive Committee approved support of
the Budget Resolution by an overwhelming majority. Please join us
in contacting all members of the U.S. Senate and House to urge its
support.

The following mailgram was sent to all members of Congress
yesterday by NAM President Jerry Jasinowski. We urge you to send
them a similar message. ‘

"THE NATIONAL ASSOCIATION OF MANUFACTURERS URGES YOU TO VOTE FOR
THE BUDGET RESOLUTION IMPLEMENTING THE DEFICIT-REDUCTION PLAN
AGREED TO BY THE PRESIDENT AND CONGRESSIONAL LEADERS OF BOTH
PARTIES.

WHILE A NUMBER OF THE PLAN'S PROVISIONS ARE OBJECTIONABLE, WHICH
I8 TRUE WITH MOST DIFFICULT COMPROMISES, :NAM SUPPORTS THE DEFICIT-
REDUCTION AGREEMENT AS A WHOLE. IT I8 PREFERABLE TO THE
ALTERNATIVE OF CONTINUED FISCAL DEADLOCK, SEQUESTRATION AND THE
RESULTING ECONOMIC CHAOS.

IT IS8 ESSENTIAL THAT THE CONGRESS MOVE FORWARD AS SOON AS POSSIBLE
WITH IMPLEMENTATION OF THIS BIPARTISAN DEFICIT-REDUCTION AGREEMENT
WHICH, OVER THE LONG RUN, WILL FACILITATE INTEREST RATE REDUCTIONS
AND REIGNITE SUSTAINED ECONOMIC GROWTH."™

P.S. NAM's comprehensive analysis of the Budget Resolution is
available on NAMNET (Select NAM bulletin boards from the
main menu, then taxation and fiscal policy)

1331 Pennsylvania Avenue, NW
Suite 1500 - North Lobby
Washington, DC 20004-1703
(202) 637-3117
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NAM LAUNCHES MAJOR CAMPAIGN IN SUPPORT OF THE BUDGET AGREEMENT

WASHINGTON, DC, Oct. 3, 1990 -- The National Association of
Manufacturers today launched "one of its most important lobbying
campaigns ever" in support of the deficit-reduction plan agreed
to by the President and congressional leaders of both parties.

NAM contacted its 250 board directors, 600 Washington
representatives and member companies nation-wide, urging them to
tell their representatives in Congress to vote "yes" on the
Budget Resolution implementing the deficit-reduction pact.

"We urge you to consider the risks our nation will face if
the Budget Resolution is not adopted. We fear they will outweigh
the detrimental effects of any single provision or set of
provisions on any one company," NAM Vice President of Public
Affairs Bruce Hahn wrote meﬁber companies.

"Despite our serious reservations about some of the
previsions, NAM believes the economic chaos which could result if
the plan were not approved would far outweigh its deficiencies,”
he commented. |

NAM announced its support of the budget resolution on
Tuesday and sent a mailgram to every member of Congfess urging
them to vote for the budget agreement, saying the agreement as a
whole is preferable to "the alternative of continued fiscal

deadlock, sequestration and the resulting economic chaos."

TH1EEIT 1331 PENNSYLVANIA AVENUE, NW, SUITE 1500 - NORTH LOBBY, WASHINGTON, DC 20004-1703 (1405 1INLLLI I LILIIELINEI0)y



TEXT OF MAILGRAM TO ALL HOUSE AND SENATE MEMBERS:

THE NATIONAL ASSOCIATION OF MANUFACTURERS URGES YOU TO VOTE FOR .

THE BUDGET RESOLUTION IMPLEMENTING THE DEFICIT REDUCTION PLAN.
AGREED TO BY THE PRESIDENT| AND CONGRESSIONAL LEADERS OF BOTH

PARTIES. i

WHILE A NUMBER OF THE PLAN'S:PROVISIONS ARE OBJECTIONABLE, WHICH
IS TRUE WITH MOST DIFFICULT COMPROMISES, NAM SUPPORTS THE DEFICIT
REDUCTION AGREEMENT AS A WHOLE. IT IS PREFERABLE TO THE
ALTERNATIVE OF CONTINUED FISCAL DEADLOCK, SEQUESTRATION AND THE
RESULTING ECONOMIC CHAOS. |

IT IS ESSENTIAL THAT THE CONGRESS MOVE FORWARD AS SOON AS POSSIBLE
WITH IMPLEMENTATION OF THIS BIPARTISAN DEFICIT REDUCTION AGREEMENT
WHICH, OVER THE LONG RUN, WILL FACILITATE INTEREST RATE REDUCTIONS
AND REIGNITE SUSTAINED ECONOMIC GROWTH. '

|
JERRY J. JASINOWSKE !
PRESIDENT E
NATIONAL ASSOCIATION OF MANUFACTURERS

!
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AMERICAN FURNITURE MANUFACT URERS ASSOCIATION
Office For Government Affairs 918 16th Street NW  Suite 402 Washington, DC 20006 hone 202.466.7362

october 3, 1990

MEMORANDUM

TO: A1l Members of the United States Congress
FROM: Joseph G. Gerard

SUBJECT: AFMA Position on the Budget Agreement

I am writing to inform you of the American furniture
manufacturing industry’s strong support for the
Administration and Congressional leadership’s budget
agreement.

Certainly, many months have passed since the Administration
and Congress began the budget summit talks. During that
period virtually every issue, political and substantive, has
been aired by Republican and Democratic leaders. From our
industry’s standpoint, economic growth incentives could be
better than what is contained in the agreement. The same is
true with respect to a greater emphasis on spending cuts.
Regardless, the American furniture manufacturers are strongly
supporting this agreement because the positives contained

therein outweigh the negatives and because constructive
action is called for now!

With the above in mind,. I urge you to support this budget
agreement when it comes to a vote. II_EILL;BE_AH_AEHA_EEX

YOTE.
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NEWS RELEASE

For more information contact:

LEGISLATIVE
counNcCilt

STATEMENT OF
THE SMALL BUSINESS LEGISLATIVE COUNCIL o
ON THE |
BUDGET DEFICIT PCREEMENT

"Guarded optimism" was the phrase used by Thomas K. Zaucha, Chairman of
the Board of the Small Business legisvlative Council to de_‘scri.be the SBLL! s
view of the budget summit agreement. "We are encouraged and heartened that
an agreement was reached and seéuester may be averted. ‘ Most importantly,
from the perspective of small business, this agreement ‘has the potential of
achieving meaningful deficit reduction,” he said.

"our enthusiasm is tempered, however, by the composition of the revenue
camponents of the package, " noted Zaucha. "While we had been prepared to
accept revenue increases, we are greatly concerned about the fairness and |
structural progressivity of the proposed taxes that have a direct impact on
businesses operating today. We are optimistic because the proposal does
appear to meet four of five principles SBLC had established in advance of
the summit. We remain hopeful the fifth can be addressed as well."

In July, the SBLC adopted five practical principles to evaluate a
budget agreement, The five principles are:

1. Meaningful Expenditure Controls. In striking a proper

budgetary balance, any acceptable deficit reduction proposal
must be built upon a foundation of significant, long-tem
reductions in federal spending. Special treatment, delays,
political favoritism cannot be permitted. Both defense and

domestic entitlement programs must bear their fair share of
the cutback burden.

1156 15th Strect, N.W. - Suite 510  Washington, DC 20005 (202) 639-8500 / FAX (202) 296-5333
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2. Dositive Growth Promotion. Substantial and widespread
vevenue increases must be considered, but short-term revenue
enhancement cannot be purchased at the price of long-term
economic growth expansion. Such a process seriously damages
all agpects of our econcny and over time produces
counterproductive, self-defeating reductions in national
revenues. The SBLC has historically resisted destructive
tax code changes, such as elimination of the investment tax
credit and capital gains rate differential, for just such
reasons. Any sound deficit reduction proposal must be
certain to pramote national economic expansion.

3. Proper Revenue Direction. The other side of the revenue
enhancement coin requires its direct and complete
utilization for deficit reduction. Specific guarantees that
enhanced revenues not be pexrmitted to serve as the rationale
for direct or indirect federal spending increases are a
necessity.

4, Appropriate Faimmess and Structural Progressivity. Any
proposed tax revenue increases must be applied fairly and
progressively to all individuals and/or businesses affected.
A persistent shortcoming of our national tax policy process,
including the 1986 Tax Reform Act, is a failure to
reasonably evaluate and consider total impacts upon the
small business community. The result has been an historical
overburdening of small businesses in its federal revenue
raising responsibilities.

5. Responsible Process Reformation. Complete reformation of
the process by which the federal budget is made and
implemented is a fundamental national priority. Structural
process reformation such as effective Presidential line item
veto authority must be promptly enacted.

Deficit reduction proposals built upon a commitment to these
five practical principles will best serve the interests of
our country’s individual citizens, its small business
community and our national economic welfare.
zaucha also said, "It appears the agreement does or can meet the minimum
criteria of four of the five principles. When the litmus test of fairness

and progressivity is applied to the revenue provisions, however, the

agreemant appears to be lacking.

"This weakness is best illustrated by the gasoline tax. It will have a
direct and immediate impact on a significant sector of the small business
community., Further, we have long held the belief that the funds should not
be diverted from their original purpose.

a3
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"We are nonetheless optimistic because the agreement does meet ruch of

our litmis test. We hope Congress can find a way to address our concerns

regarding the revenue proposals,"” said Zaucha.

“There ig one observation we can make with certainty. The President and

Congressional leadership are to be commended for undertaking this difficult
challenge.

"Finally, we can make two other observations," Zaucha contirued,
“while it was not within the scope of the deliberations, we all know that
the budget reconciliation legislation is the only vehicle this year for
resolution of the effort to repeal the estate tax freeze prohibition,
Section 2036(c). Resolving this problem is essential to millions of
family-owned businesses. After a year and one-half of hearings and full
discussion, it would be negligent to leave this issue unresolved.

"Second, the budget agreement is a detailed, complex structure. The
development of our five principles in advance helped us make an informed
evaluation of the agreement. Informed is the operative work, however, and
lessons learned from past battles have taught us that the leap from
concepts to legislaf.ive language is a long one. While we can point with
pride to the repeal-of-Section 2036(c) debate as a model of exemplary
public policy discussion, we are apprehensive of the short window, if any,
for review of the legislative vehicle for the budget agreement."

The Small Business lLegislative Council (SBIC) i.s a permanent,
independent. coalition of over one hundred trade and professional
associations that share a common comuitment to the future of small
business, Our members represent the interests of over four milllon small
businesses in manufacturing, retailing, distributién, professional and

technical services, construction, transportation and agriculture. Wwhile

04
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our policies are developed through consensus among our membership, we
respect the right of individual associations to express thelr own views.
For your information, a 1ist of our members is enclosed.

/51566
Enclosure

85



fational Porest Products Assoolation
1250 Connecticut Avenue, N.W. * Suite 210 « Washington, D.C. 20036

October 2, 1§50

’ | ir /‘ Jl American Paper institute NFP A

The President
The White House
washington, DC 20500

Dear Mr. President:

On behalf of America's forest products industry, we would like
to congratulate you and the Congressional leadership for arriving
at a comprehensive deficit reduction package.

Of particular significance is that the provisions contained
in this package can result in true deficit reduction if, in fact,
the spending cuts are realized. 1In this regard, we are also
encouraged by your assurances that real budget reform can be
achieved. While our industry has concerns about specific
components of the proposal, such as the departure from traditional
tax policy regarding the deductibility of corporate interest for
tax underpayments and the failure to achieve agreement on capital
gains, we applaud those who participated in the budget negotiations
for producing a package that, taken as a whole, should begin the
ptoccgs of putting our economy on a sounder basis for long~term
growth.

As one of America's major industries, we offer our support for
this initiative and will work with you and others in urging
Congress to approve it as promptly &s possible.

Sincerely,

‘Red Cavaney
President
NationaX Forest Products Assn. Anerican Paper Institute

BC/RC/1m

ce:  All Members of Congress

| co°'d 81299sk6 oL NOLONIHSHM Id8 WO¥M4 42:971 Be61-£0-01



IF-ASKED On API's views on a deficit package with a
gasoline tax increase approved by
congressional and White House officials:

We recognize that the nation needs to reduce the U.S.
budgét deficit. While we have concerns about some of the
individual components of the agreement, we believe it is in the
best interest of the nation to return to fiscal responsibility.
As the Congress debates the merits of the compromise in the
coming weeks we hope that goal can be achieved in a way that

promotes economic growth.

10/1/90 RO (F)



AMERICAN EAKERS ASECTCIATION

Paul €, Abename
Presiden:

October 3, 1990

Honorable Robert H. Michel
Minority Leader

H-232 |

Washington, D. C. 20515

Dear Mr. Michel:

ABA would like to commend President Bush and the Bl-paftlsan
Congressional Leadership for taking tough stands resulting in a new
budget proposal that will utlimately reduce the federal deficit.

The American Bakers Association stronly feels that desplte the
incorporation of many provisions’ that would result in economic
burdens for our 1ndustry, the larger objectlve of getting America's
economic house in order is more important in the long term to our
industry and our nation as a whole.

The alternative of not passing such a package would result in
economic disaster too hard to calculate. ABA is calling on you and
your colleagues to vote in favor of the new Bi-partisan Budget
Agreement.

Sincerely yours,

PAUL C. ABENANTE
President

PCA:jes
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National Association of Home Builders

15th and M Streets, N.W.,, Washington, D.C. 20005
Telex §9-2600 (202) 822-0200 {800) 368-5242

Martin Periman
1990 Prestdent

October 3, 1990

The Honorable Robert H. Michel
U.S. House of Representatives
Washington, D.C. 20515 ,

Dear Representative Michel:

On behalf of the National Association of Home Builders
(NAHB), a trade association representing more than 157,000 member
firms that employ over six million people involved in all facets
of the housing industry, I respectfully urge your gupport and

vote for the Budget Summit Agreement of September 30.

The alternative to passage of this measure is unacceptable,
It would mean no deficit reduction, higher interest rates, a
deeper recession in the housing industry, and a worse overall

economy .

The need for meaningful deficit reduction approaching $500
billion over the next five years is crucial not only to the
housing industry, but also to the economy in general. Any hope
for lower interest rates in the near term and revitalized
economic growth over the longer term is dependent upon
responsible actions leading gradually to a balanced budget. 1In
fact, on September 24, long term interest rates were 9 percent.
since the announcement, they have dropped to 8.6 percent. This
positive trend alone equates to 50,000 new construction starts
which will translate into nearly 100,000 jobs in home building

and related industries.

Some have argued that the budget agreement and associated
tax changes will lead to or exacerbate a recession. On the
contrary, we believe that the positive impact of the agreement on
interaest rates will stimulate home building and create large
numbers of jobs in construction and related industries.

NAHB has supported responsible deficit reduction packages
over the last 10 years, and we support this package as well. We
believe the summit agreement meets the test of rxequiring shared
sacrifices from all major segments of the economy through broad-
based spending cuts and revenue enhancements.
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We do not like all components of the package, and in fact,
are troubled by the failure to extend the mortgage revenue bond
(MRB) program for at least one year, particularly since housing
production is at its lowest point since 1982. If there is some
latitude for change, we urge the extension of mortgage revenue
We are also puzzled over the failure to
include the home construction industry among those who are
eligible for small business incentives. Clearly, if any industry

needs an infusion of capital, it is housing.

bonds for one more year.

pelieve the summit agreement achieves real

savings, without overly burdening any one segment of the business
community or the economy, and we respectfully urge your support

and vote for the agreement.

Overall, we

My best personal regards,

W

Martin Perlman




NATIONAL VENTURE CAPITAL ASSOCIATION

NEWS RELEASE FOR IMMEDIATE RELEASE

BUDGET ACCORD BOOSTS THE VENTURE PROCESS

WASHINGTON, October 1, 1990 -- The National Venture Capital
Association (NVCA) today said the tax incentive provisions for
young growth companies in the budget agreement constitute "a
beginning by Congress and the White House to support the venture
capital process of economic development and job creation."

"The capital formation tax incentives in the budget agreement
will provide significant encouragement for early investment by
individuals in the new enterprises that make the United States more
competitive in the world marketplace," said Robert D. Pavey, the
President of the NVCA and a partner in Morgenthaler Ventures of

Cleveland, Ohio.

"Although the NVCA continues to believe that a broad based cut
in the capital gains tax is essential to U.S. competitiveness and
job creation," Pavey explained, '"the NVCA supports this tax
incentive package because it shows a commitment by Congress and the
White House to encourage the venture process."

"Our economy desperately needs credible deficit reduction,
without new taxes on investment, as the budget agreement promises,"
Pavey said. "While the agreement encourages early investment in
young growth companies, more will be needed to encourage capital
investment in the more dynamically growing companies. The cost of
capital for such companies is still excessive in the United

States."

Pavey said the NVCA, which represents the major 230 venture
capital investment firms, has been working with "hundreds of young
growth companies across the nation to build support for the venture
process in Washington.”

"These companies are on the cutting edge of high-technology
and biotechnology, they are creating cures to AIDS, cancer, and
other diseases, and they are developing products and services in
everything from child care to waste management," Pavey said. "The
venture capital process is critical to the success of these
ventures. The National Venture Capital Association supports the
capital formation tax incentives in the budget agreement for this
reason, and will continue to work with Congress and the White House
in the coming weeks, months, and years to see their success."

###

CONTACT: MARK HELMKE 202-457-6380
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NATIONAL SMALL BUSINESS UNITED

“Serving America’s small businesses since 1937"

0ctober'1, 1990

The Honorable George Bush
The White House

1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Mr. President:

We at National Small Business United (NSBU) are very pleased
that you and the Congressional leadership have reached a broad-
based long-term agreement to reduce the federal deficit by $500
billion over the next five years. We endorse the package and urge
its integral and speedy passage through the Congressional process.

As I am sure you know, NSBU has been an active leader in the
fight to lower the capital gains rate. But, while we share your
disappointment about the 1lack of an appropriate capital gains
incentive, we nonetheless find the package to be equitable and well
thought out over all. The spending reduction components of the
package are three times the size of the revenue increases, and the
increased taxes are--generally speaking--broadly based.

Furthermore, we believe that the special tax incentives for
economic growth which were instituted for smaller businesses shall
be very productive, greatly strengthening our long-term economic
potential. The $40 billion of deficit reduction slated for 1991
should not be so much that it will add much fuel to a recessionary
fire, but the fact of an agreement itself may prove significant
enough to lower interest rates and return the economy to a path of

strong growth.

We want to thank you and the other members of the
Administration who have worked so hard for this agreement and a
restored sense of federal fiscal responsibility. We will support
your effort to help gain Congressional passage of this important
package.

Sincerely yours,

John Paul Galles
Executive Vice President

1155 15th Street N.W. Suite 710, Washington, DC 20005
Telephone: (202) 293-8830  Telecopier: (202) 872-8543



October 2, 1990

The Honorable ~Fl1* AF2%
U. S. House of Representatives
Washington, D.C. 20510

Dear Representative AF24:

We at National Small Business United (KSBU) are very pleacsed
that the Administration and the Congressional leadership have
reached a broad-based long-term agreement to reduce the federal
deficit by $500 billion over the next five years. We endorse the
package and urge its integral and speedy passage through the
Congressional process. NSBU believes that this is the best package
that could have been produced under the circumstances, and we want
to ask you to help small business by voting in favor of this
proposal when it comes before you this week in the form of a budget
resolution.

As you may well know, NSBU has been an active leader in the
fight to 1lower the capital gains rate. But, while we are
disappointed about the lack of an appropriate capital gains
incentive, we nonetheless find the package to be equitable and well
thought out over all. We believe that there is a good balance
between spending reductions and tax increases, and the increased

.taxes are--generally speaking--broadly based.

Furthermore, we believe that the special tax incentives for
economic growth which were instituted for smaller businesses shall
be very productive, greatly strengthening our long-term economic
potential. These incentives include:

o) A 30 percent tax credit for research and development.
This will allow America's small companies to allocate
funds toward the research and experimentation which will
create growth and jobs well into the next century.

0. A 25 percent deduction for investment in small

corporations. Investors in the stock of qualified

" corporations would receive an immediate 25% federal tax
deduction on amounts invested up to $200,000.
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o - A Tax deduction on capital gains realized from the sale
of such stock. The sale of stock in a qualified

corporation held for five or more years would be taxed
either on the profit (capital gain) made after indexing
for inflation or 50 percent of the final sales price,
whichever is less.

o Additional expensing allowances. Qualified corporations
would be allowed to expense items in excess of current
law, especially helping newer companies afford the up-
front costs of getting started.

The $40 billion of deficit reduction slated for 1991 should
not be so much that it will add much fuel to a recessionary fire,
but the fact of an agreement itself may prove significant enough
to lower interest rates and return the economy to a path of strong
growth.

The Budget Summit Agreement calls for $133 Billion in
additional taxes over the next five years. While that number seems
large, in fact, the spending side of the Agreement is undergoing
reductions three times as large as the tax increases. The tax
increases are largely on the consumption of products which
represent discretionary expenditures. 1In this sense, these taxes
are not completely regressive. It is important for our nation's
future that consumption is being taxed, inot investment.

We urge you to support the long-term prosperity of this
country by voting in favor of this plan. To be sure, there are
plenty of places where small business would have made significant
changes in this plan, but this is a time to place the larger
national interests above individual special interests. Thank you
for your consideration.

Sincerely yours

220 YA,

John Paul Galles
Executive Vice President



October 2, 1990

IDENTICAL LETTER SENT TO ALL
MEMBERS OF THE HOUSE AND
SENATE

The Honorable Bill Archer

U.S. House of Representatives

1236 Longworth House Office Bldg.

Washington, DC 20515

On behalf of the National Association of Wholesaler-Distributors ( NAW), we are pleased
to enclose a letter which we have sent to the President endorsing the adoption of the budget
resolution based upon the budget summit agreement.

While we recognize that the agreement is far from perfect, we believe that, on balance, it
deserves our active support.

Serious commitment to deficit reduction is one of our nation's highest priorities. While the
budget agreement will clearly require sacrifice from all of us -- indeed significantly from
portions of our membership -- we feel that restoring our nation's fiscal health demands that
sacrifice. ‘

As you deliberate on tliis critically important issue in the coming days, NAW urges you to
allow the budget process to go forward and support this agreement. ' '

= A -

Dirk Van Dongen, ) © Alan M. Kranowitz
President ‘ Senior Vice President-Government Relations

Sincerely,

S

Enclosure

NATIONAL ASSOCIATION OF WHOLESALER-DISTRIBUTORS
1725 K Street, NW. . Suite 710 « Washington, D.C. 20006 « 202/872-0885 « FAX: 202/785-0586
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N i A : W NATIONAL ASSOCIATION OF WHOLESALER-DISTRIBUTORS
1725 K Street, N.W. o Suite 710 ¢ Washington, D.C. 20006 « 202/872-0885 ¢ FAX: 202/785-0586

Contacts: « Ron Schreibman, CAE
Vice President — Communrications
e Philip B. Jaffa
Director — Commurnications

October 2, 1990
FOR IMMEDIATE RELEASE

WHOLESALER-DISTRIBUTORS SUPPORT
BUDGET SUMMIT AGREEMENT

Text of Letter Delivered Today To President Bush From the National
Association of Wholesaler-Distributors (NAW), Which Represents 45,000
Wholesale Distribution Companies In All 50 States.

October 2, 1990
The President
The White House
Washington, DC 20500
Dear Mr. President:
After extensive consultation, I am pleased to report that our leadership believes as you do that the fiscal
health of the economy demands that the budget process go forward based upon the budget summit
agreement.
As you know, we did not reach this conclusion easily.
For one, we have historically opposed tax increase solutions to the deficit.

Additionally, important portions of our membership have real concerns with some aspects of the agreement.
(We hope these concerns can be ameliorated in the reconciliation process.)

Finally, we are concemed about the enforceability of the spending reductions which are in the agreement.
We do believe, however, the agreement deserves our support, especially since you kept your pledge to
maintain intact the income tax rates in the 1986 Tax Reform Act, even at the cost of your own capital
gains initiative. We applaud that position.

We are prepared to stand at your side and work very closely with your staff to achieve essential legislative
victories in the House and Senate.

With our high esteem and warm regards.
Cordially,

Dirk Van Dongen Alan M. Kranowitz
President Senior Vice President-Government Relations
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NATIONAL SMALL BUSINESS UNITED

“Serving America’s small businesses since 937"

October 1, 1990

. The Honorable George Bush

The White House
1600 Pennsylvania Avenue
Washington, D.C. 20500

Dear Mr. President:

We at National Small Business United (NSBU) are very pleased
that you and the Congressional leadership have reached a broad-
based long-term agreement to reduce the federal deficit by $500
billion over the next five years. We endorse the package and urge
its integral and speedy passage through the Congressional process.,

As I am sure you know, NSBU has been an active leader in the
fight to lower the capital gains rate. But, while we share your
disappointment about the lack of an appropriate capital gains
incentive, we nonetheless £ind the package to be equitable and well
thought out over all. The spending reduction components of the
package are three times the size of the revenue increases, and the
increased taxes are--generally speaking--broadly based.

Furthermore, we believe that the special tax incentives for
economic growth which were instituted for smaller businesses shall
be very productive, greatly strengthening our long-term economic
potential., The $40 billion of deficit reduction slated for 1991
should not be so much that it will add much fuel to a recessionary
fire, but the fact of an agreement itself may prove significant
enough to lower interest rates and return the economy to a path of
strong growth.

We want to thank you and the other members of the
Administration who have worked so hard for this agreement and a
restored sense of federal fiscal responsibility. We will support

your effort to help gain Congressional passage of this important
package.

Sincerely yours,

ol

‘ohn Paul Galles .
Executive vice President

1155 15th Street N.W. Suite 710, Washington, DC 20005
Telenhane: (2017 038R Thleranine: (907 RTI_RKAR
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STATEMENT ON PISCAL 1991 BUDGET AGREEMENT
Sun., September 30, 1990 (5:30 p.m.)

The American Association of Retired Persons (AARP) congratulates the
President and bipartisan Congressional leadership for concluding a budget
agreement.

AARP will be reviewing the package to assess whether it includes provisions
to protect low-income persong, vhether it recognizes past sacrifices, and
vhether it shares the "pain" associated with deficit reduction among all
segments of the population.

Ve are concerned about the level of cuts in Medicare, which equal half the
deficit reduction in entitlement programs that would be achieved over five
years, Clearly, older Americans would contribute substantially to deficit
reduction under this package. Ve urge Congress to seek vays to soften the
effects of increases in the Part B premium, deductible and coinsurance on those
for vhom any increase in health care costs is unaffordable., Ve further urge
Congress to ensure that any cuts in Medicare do not impede the access of older
and disabled persons to quality health care.

Ve are very pleagsed that Social Security cost-of-living adjustments
(COLA’s) and texation of benefits are not in this package. Recognizing the
self-financing nature of Social Security, we are also pleased that the agreement
vould take Social Security out of the Gramm-Rudman-Hollings calculation of the
federal budget deficit.

Older Americans do not want to leave a legacy of debt to their children and
grandchildren. They are willing to bear their fair share of the sacrifices
associated with responsible deficit reduction.

Hovever, any decision about the merits of the budget agreement package

should not be prematurs or hasty. In the days ahead, AARP will carefully assess
the effects of this package, both on older Americans and the nation as a whole,

LN S B
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TEXT OF MAILGRAM TO ALL Hous¢ AND SENATE MEMBERS:
|

THE NATIONAL ASSOCIATION OF MANUFACTURERS URGES YOU TO VdTE FOR
THE BUDGET RESOLUTTION IMP ING THE DEFICIT REDUCTION PLAN

AGREED TO BY THPE PRESIDENT| AND CONGRESSIONAL LEADERS OF BOTH
PARTIES.
|

WHILE A NUMBER OF THE PLAN '8! PROVISIONS ARE OBJECTIONABLE, WHICH
IS TRUE WITH MOST DIFFICULT &OMPROHISES » NAM SUPPORTS THE DEFICIT
REDUCTION AGREEMENT AS A WHOLE. IT IS PREFERABLE To THE

ALTERNATIVE OF CONTINUED FISCAL DEADLOCK, SEQUESTRATION AND THE
RESULTING ECONOMIC CHAQS.

WHICH, OVER THE LONG RUN, WILL FACILITATE INTEREST RATE REDUCTIONS
AND REIGNITE SUSTAINED ECONOMIC GROWTH.

JERRY J. JASINOWSKI
PRESIDENT

NATIONAL ASSOCIATION OF uAnuﬁacmunzns
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Chrysler will release

sunday, September 30, 1YW this when a budget iy
v, Sep ’ agreement is reached. M%N

Chrysier Corporation
12000 Chrysier Drive
Hightand Park Ml 48288-1918
. Muller
149-3047
STATEMENT BY LEE IACOCCA, ( \TION,
REGARDING THE SUCCESSFUL MIT_

WASHINGTON, D.C. - Lee A. Iacocca, Chairman of Chrysler Corporation,
today voiced support for the budget agreement reached by Congress and the
Administration, calling it "a solid step toward getting the economy back on track.

"Our biggest economic need is lower interest rates — everybody agrees on
that,” Iacocca said. "This budget package gives Alan Greenspan the tools to make
sure we get them."

- He-noted that lower interest rates would restore buyer confidence and "get us
out of this recession in the shortest amount of time."

A look at the budget package shows that "nobody got everything they
wanted,” Iacocca said. "But that's the way it should be. We've got a problem in this
country, and the best way to solve it is through an equality of sacrifice. It looks like
the budget negotiators realized that.

"They deserve a lot of credit, because it takes real courage to deal with the
issue of taxes and spending in an election year,” he said. "But after so many years
of inaction, of pretending our economic problems would go away if we ignored
them, it was time to bite the bullet."

« ) =
(47290)
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OCT @1 ’S@ 1@:18 THE BUSINESS ROUNDTABLE DC 3 P.2

(202) 872-1260
0 The Business Roundtable
SAMUEL L. MAURY
. 1816 L STREET, NW.
1 EXECUTIVE DIRECYOR SUNE 1358
1 THE BUSINESS ROUNDTABLE WASHINGTON, 0.C. 200368

Bobbie Kilberg:

The following statement was telephoned to the media last
night: '

Drew Lewis, Chairman of The Business Roundtable, said
tonight that The Business Roundtable, representing 200 of
the nation's largest corporations is initially supportive of
the budget deficit agreement announced by President Bush and
the Congressional leadership.

A meaningful solution to our nation's financial crisis
requires everyone to give a little." Lewis said, "the
business community has reason to grumble but we recognize
without federal budget stability, all Americans lose because
the nation's economy cannot support these out of control
deficits.

Without knowing all of the details, I feel The Business
Roundtable will be able to support this package."

#4844 4

Lo

Sam Maury
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S AMERICAN
\ BANKERS
A, 4 ASSOCIATION

PUBLIC RELATIONS 0 1120 CONNECTICUT AVENUE, N.W,, WASHINGTON, D.C. 20036 1 (202) 663-5000

CONTACT: Virginia Dean (202) 663-7501 - FOR IMMEDIATE RELEASE
Mark Burneko (202) 663-5468 (90)

ABA SUPPORTS BIPARTISAN BUDGET AGREEMENT

WASHINGTON, Oct. 3 ~- The American Bankers Association
today announced support for the bipartisan budget agreement
reached this week by Bush Administration and Congressional
negotilators. :

ABA said that although no compromise can satisfy everyone,
this agreement takes important steps towards reducing the federal
deficit and is necessary for the nation’s economic well-being,

While the association is. supportive of the overall package,
there remains concern about the impact that the proposal will
have on certain sectors of the economy, including the
agricultural community. ABA will be working closely with Congress
and the Administration during the implementation process to
ensure that these concerns are adequately addressed.

The American Bankers Association is the trade and

professional association for the nation’s commercial banks. ABA
members represent 95 percent of the industry’s total assets.

8
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october 3, 1990

The President.
The White House
Washington, D.C. 20500

pDear Mr. President:

We are writing to you today to offer our support for your effort
to obtain enactment of the five-year agreement reached at the
pudget summit.

After extensive consultation with the leadership of the food
distribution industry, our conclusion is that, while this
agreement falls short of what we had hoped would emerge from the
gummit, current economic conditions demand that an agreement be
reached and enacted.

As you might expect, this decision did not come easily. It is
our assessment that the proposed increases in excise taxes,
particularly on diesel fuel, will place a disproportionally and
painfully large share of the revenue burden on the food
distribution industry. Furthermore, we are concerned about the
ability and resolve of Congress to live up to its part in this
agreement to restrain the growth in federal spending.

on the whole, however, we have every confidence in you to lead
this country and its government into a new era of fiscal
responsibility. Also, we are grateful to you for your firm
commitment to preserving the income tax rate structure achieved
in the 1986 Tax Reform Act.

We are pleased to make this commitment to work with you and your
staff to see that this agreement is enacted into law and to
assist you in the future in preserving the integrity of its
aenforcement mechanisms.

with kindest regards,

@ A e b WA{Q‘:

ohn R. Block Bruce A. Gates
President Vice President
Government Relations

THE Food Distributors Association

National-American Wholesale Grocers' Association
201 Park Washington Court Falls Church, VA 22048 1-703-532-8400

r amnA EFA8 ASTA



- J. Andrew Doyle
Executive Director

October 4, 1990

The Honorable Alan Cranston
SH-112 Hart Senate Offlce Building
Washington, D.C. 20510

Dear Senator Cranston

The National Paint and’ Coatlngs Association
commends President Bush and the bi-partisan
Congressional leadership on their efforts to achleve a
budget agreement aimed at reducing the Federal deficit.

. NPCA strongly supports the notion of a balanced
Federal budget. 1In addition, we believe that
investment must be encouraged if we are to succeed
economically We note that a reduction in the capital
gains tax is not included in this proposal. However,
we urge that, in the future, steps be taken to ‘lessen
this burden, thereby encouraging investment throughout
all levels of 5001ety

Although we dlsagree with certain aspects of the
proposal failure to.enact this measure could seriously
impair the Nation's long term economic health.
-Accordlngly, NPCA urges you and your colleagues to vote
in favor of the bi-partisan budget agreement.

Sincerely,

bele

Executive Director
N /
cc: Vice President J. Danforth Quayle
Whlte House

. The Honorable John H Sununu
Chief of Staff

The Honorable Roger B. Porter
Assistant to the President for Economic. and
Domestic Policy

The Honorable Fredrlck D. McClure,
Assistant to the President for Leglslatlve Affairs

1500 Rhode Island Avenue ~ ® Washington, DC 20005 *  202/462-6272
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CHEMICAL MANUFACTURERS ASSOCIATION

Robert A. Roland
President October 4, 1990

The Honorable Thomas S. Foley
Speaker

House of Representatives
H-204 U.S. Capitol
Washington, D.C. 20515

The Honorable Robert H. Michel
Minority Leader

House of Representatives

H-232 U.S. Capitol

Washington, D.C. 20515

Dear Mr. Speaker and Mr. Minority Leader:

The Chemical Manufacturers Association (CMA) wishes to urge adoption of
the bipartisan Budget Summit Agreement.

CMA is a non-profit trade association whose member companies represent
more than 90 percent of the productive capacity for basic industrial
chemicals in the United States. In 1989, the U.S. chemical industry
employed more than one million American workers and had a favorable
balance of trade of over $17.2 billion.

Reaching prompt agreement to reduce the Federal budget deficit is the
most important issue before the Congress today. Despite our concerns
over particular items in the package, CMA urges the members of the House
to support President Bush and adopt the Budget Summit Agreement.

cG: All Mempers of the
U.S. Hduse of Representatives

bcc: Richard Darman, Nicholas Brady, John Sununu, Bobbie Kilberg, Gray Boyden,
Frederick McClure, and Roger Porter

2501 M Street, NW, Washington, DC 20037 202-887-1106 Telex 89617 (CMA WSH)
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CHEMICAL MANUFACTURERS ASSOCIATION

2501 M Street, NW
Washi_ngton, DC 20037

The Honorable John Sununu -
Chief of Staff SOy -
The White House AT A

1600 Pennsylvania Ave,, N.W.
Washington, D.C. 20500
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American Elecironics Association AEA

5201 Great America Parkway, Santa Ciara, Califormia 95054. Telephone: (408) 987-4200
1225 Eye Street. N.W., Suite 950. Washingion, D C. 20005. Teiephone’ (202) 682-9110

To: AEA Member Company Executives
From:  Dick Iverson, AEA President

Re: Budget Agreement -- Urgent Action Requested

We need your help immediately. AEA has been very active over the past few
months in urging the Administration and Congress to come to an agreement on
meaningful deficit reduction with real growth incentives. As you have read in
the papers, an agreement was reached this past weekend.

There are a number of elements of the package that reflect a great deal of
work by AEA and others:

e There is meaningful deficit reduction, with an extension of the Gramm-
Rudman budget discipline for five years and additional budget process
reforms.

e There are incentives for small and medium-sized companies, including: 1) a
30% R&D credit; 2) an adjustment in the tax basis for individuals who buy
stock in small businesses; 3) a tax deduction for small business investment;
and 4) an expanded ability for small business to expense certain depreciable

property.
e A proposed "luxury tax" on electronics goods was eliminated from the final
package.

e The package focuses on consumption rather than investment taxes.

By its very nature -- a $500 billion deficit reduction over 5 years -- this type of
compromise pleases almost no one completely. Just about every group is
affected negatively in some way. For example, we wish that the final package
had included a permanent R&D credit, capital gains differential, and Section
861 provisions related to allocation of R&D expenditures, and did not include a
proposed interest deduction disallowance for tax underpayments.

AEA believes that the budget agreement represents the best -- and perhaps
the last — chance for meaningful deficit reduction in the next few years.
The budget deal faces huge obstacles in Congress, and your support is
needed NOW,

We urge each of you to take a few moments out of your busy schedule
TODAY or TOMORROW to call your Member of Congress and your two
Senators. Call 202-224-3121 and ask for the appropriate office. If you call
NOW, you can make a difference.

Please send us a short 1 paragraph FAX note (202-682-9111, attention John
Mancini) and let us know who you contacted.



American CGlearonics Association AEA

5201 Great America Parkway, Santa Clara, California 95054. Telephone: (408) 987-4200
1225 Eye Street, N.W.. Suite 950, Washington, D.C. 20005. Telephone: (202) 682-9110

Electronics Report Card on the
Budget Agreement

AEA strongly endorses the summit agreement and is working
with its 3,500 member companies to see it enacted into law.
AEA believes that the budget agreement represents the best --
and perhaps the last -- chance for meaningful deficit reduction in
the next few years.

By'its very nature -- a $500 billion deficit reduction over 5 years
-- this type of compromise pleases almost no one completely.
Positives and negatives for the electronics industry are:

On_the plus side:

An actual budget agreement with meaningful enforcement

provisions

Small business incentive provisions, including:

° 25% deduction for investment by individual
taxpayers, up to a total of $50,000.

e - When selling asset, either value is indexed OR
evaluated at 50% of selling price

° 30% R&D credit

° Expensing of many equipment purchases

Elimination of proposed consumer electronics luxury tax

Focus on consumption rather than investment taxes

On the minus side:

Only one year extension of R&D credit (instead of
permanency)

No 861 allocation rules

No broad-based capital gains differential

Interest deduction disallowance for tax underpayments



FOR IMMEDIATE RELEASE FOR MORE INFORMATION
John B. Hatch
(202) 682-9110
(408) 987-4232 (messages)

WASHINGTON, D.C., Oct. 2 -- The American Electronics
Association (AEA) today commended the Budget Summiteers for
producing a significant deficit-reduction agreement.

AEA President and CEO J. Richard Iverson said the Summit
agreement is a much needed step toward total deficit
elimination. "The Summiteers -- both from the Administrétion
and from Congress -- merit strong praise for their efforts.
AEA has long felt that deficit reduction should be an end in
itself," he added.

"Many of AEA's fiscal public policy recommendations
apparently were heard by the Summit participants," Iverson
stated. "The agreement properly places the tax burden on
consumption and not on investment. And, key AEA proposals
that the cost of capital be reduced and that risk taking be
encouraged were addressed positively in the pact."
| AEA does believe that the agreement can be improved,
particularly through additional incentives that would enhance
research and development.

Iverson concluded, "AEA will now work with both Congress and

the Administration to improve the budget package and make it

(more)
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even more meaningful to long-term economic growth. We fully
understand the delicate political balances required to pass a
-broad-based budget bill requiring sacrifices from all segments
of our society."

The American Electronics Association represents some 3,500
companies in technology communities throughout the United
States. For almost fifty years, AEA has been the accepted
voice of the U.S. electronics industry.

BEEEERERHERERRERE R BRI S A4S

NOTE TO EDITORS: AEA will hold a Press Backgrounder on how
the Summit Agreement might impact technology companies on
Wednesday, October 3, at 9 am, at AEA Headquarters, 1225 Eye
Street, Washington, D.C. 20005. For more information, call

John Hatch, (202) 682-9110.



