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v. Other Tax Issues 

A. Mortgage Revenue Bonds. The Finance Committee held hearings 
on proposals to eliminate the scheduled sunset of single-family issues 
at the end of this year. Some continued availability of these bonds 
after this year is likely at least for lower-income single family 
housing. I have proposed legislation to give states the option to 
issue tax credits for first time home buyers, rather than issue 
mortgage bonds. The Finance Committee just held hearings, and the 
Treasury has indicated support. 

B. Flat Rate Tax. The idea of a flat-rate or greatly simplified 
tax system continues to be quite attractivce, as we see continued 
taxpayer frustration with the complexity of our system and with the 
idea that special exemptions or credits enable the well-to-do to 
'game' the system in their favor. Walter Mondale has endorsed the 
Bradley-Gephardt so-called "Fair Tax," so at least some believe the 
idea has political appeal . 

The issues remain difficult to resolve, because any major changes 
in the tax burden or in basic tax incentives mean taking from one 
group and giving to another--always a tough thing for Congress to do . 
The Bradley proposal is a careful political compromise desigined to 
keep the most popular deductions and roughly duplicate the present 
distribution of the tax �b�u�r�~�e�n�-�-�b�u�t� it is not clear whether this less-
graduated system would stay that way (particularly when it is not 
indexed, and liable to bracket creep). What we need to do is continue 
to build �t�o�~�a�r�d�s� consensus on a simpler system by better-informing the 
public and testing their attitudes . But everyone does seem to agree 
that we need to move toward. lower rates and a broaderbase--the 
direction �~�a�r�k�e�d� out by the 1981 and 1987 tax bills. 

VI. Trade 

A. Trade deficit is too large . The size of our trade deficit 
(which is now proJected at $60 billion or more in merchandise trade 
and �$�~�0� billion in current account) alone means Congress will continue 
to look hard for ways to reform our trade policy . The system of 
multilateral arrangements has been called into serious question as 
many believe it fails to meet our needs. �~�a�n�y� voters and members of 
Congress will want to see us approach more of our trade problems on a 
bilateral basis . The average �A�~�e�r�i�c�a�n� simply does not understand why 
J a p �~� n e s e c a r s a n a TV ' s s e 11 we 11 he r e but .l\rn e r i can c i g a r e t t es , be e f , 
baseball bats, and cosmetics cannot be sold in Japan. Remedies for 
this type of situation are certain to be a �m�~�j�o�r� focus of attention in 
this Congress. 

B. Export issues. Unfortunately, the GATT ministerial failed to 
make progress on the question of foreign subsidies for a3ricultural exports. This will continue if pressure from Congress to resolve this 
situation through negotiation or for other export promotion actions like the recent wheat flour sale to Egypt. S . 822 , recently passed by 
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the AJricul tural Committee, would establish several export promotion activities. 

I support efforts to equalize the rules under which trade is conduct ed . This does not ~ean trade war, but does mean seeking to expand East-West trade, developing a viable substitute fQr DISC, utilizing Ex-Im Bank resources more adeptly, and enacting the trade reciprocity bill that the Senate approved. Fair access to markets must be a two-way street, and Congress will be under considerable pressure to see that that is so. 

C. Import issues. As you know, the House passed "local content" legislation at the end of the last Congress. That is a drastic proposal and likely to be counterproductive in the long run if our goal is to increase access to markets and to gain maximum benefit from t he mutual advantages of international trade. There may be other areas, however, where we might make adjustments: in considering extension of the Generalized System of Preferences, there may be an interest on the part of some members of the Finance Committee to seek some reciprocal benefits from the ~ajar GSP beneficiaries. The 
enact~ent of the President's Caribbean Ba sin Initiative partly reflects the fact that those countries offer U.S. ex?orters a potentially strong market. It may be d ifficult to renew the Presi d en t's general authority to negotiate tariff reductions on a 
li~ited basis. It is a good sign that t~e Japanese have agreed to 
conti~ue voluntarily to restrain their autonobile imports to this market f or a third year until the d omestic industry has had an adequate tiwe to get back on its feet, although the question of whether there will be negotiations for a fourth year is a matter of conc ern . 

D. Clearly the heat is on when it comes to seeing th~t American producers 0et fair treatment un~er our syste~ of international trade. If we choose our battles carefully to secure an appropriate response from our trading partners, we have an opportunity to m~king trade freer and fairer, to the advantage of everyone. But we must nvoid the two extremes of allowing the world to think only the U.S. will play by the rules of free trade, regardless of disadvantage to our citizens; or, on the other h~nd, taking extreme unilateral actions that may look good politically but that, in the long run, will provoke severe reaction and deprive us of market opportunities. We need just the right amount of leverage to open more doors, not have them slammed in our face. 

VII. Conclusion 

The months and years ahead must not be dominated by rigid ideologies on either side--but neither can the President or the Republican leadership be expected to cast aside the principles of Government the American people so soundly endorsed in 1930. T~ose principles--a more restrained Government, a freer economy, greater accountability to the American people--are as valid today as they ever 
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were, and there is no indication that commitment to these same principles. 
will try to work together to build on recovery that has already been laid. 

the people have chansed their Guided by these principles, we 
the sound foundation for 
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TALKING POINTS ON FOOD BANKS AND BANKERS CHARGING RETAIL GROCERY 

STORES FEES FOR HANDLING FOOD STAMPS 

• At a time when increasing numbers of Americans are in need 
of food assistance, food banks serve as a valuable interface 
between the food industry and agencies which feed the poor. 

Food banks are nonprofit organizations that link the 
food industry, which every year throws away millions of 
pounds of edible but unmarketable food, with agencies 
which distribute food to those in need. 

Food banks accept food donations from manufacturers, 
growers, packers, bakeries, distributors, wholesalers, 
and retailers (like Safeway). 

The food collected must be edible, but it might not 
qualify for commercial outlets due to mislabeling, 
slight formula variations, dented cans or broken cases, 
wrong-sized produce, baked goods and produce left over 
after normal sales periods. 

Were it not for food banks, much more of this unsalable 
food would be wasted or destroyed. There are no up-to-
date figures on the amount of food that is wasted each 
year, but a 1977 GAO report on food waste estimated that 
$6.2 billion worth of food was discarded by wholesalers 
and retailers in 1974. 

• Instead of many different charities soliciting food from 
local food businesses, one central agency -- the food bank 
solicits on behalf of all participating local charities. 

By shopping at food banks, charitable organizations have 
access to a wider range of low-cost food than they would 
otherwise 

Donors benefit because they deal with only one food bank, 
rather than a number of agencies wanting surplus food; 
they have only one number to telephone for disposal of 
unwanted merchandise; and they have only one source from 
which to compile tax records. 

• Second Harvest was founded in Phoenix, Arizona, with the goal 
of helping to provide food assistance by soliciting surplus 
food from the national food industry, and distributing these 
donations to a nationwide food bank network. 

In 1982, Second Harvest channelled more than 30 million 
pounds of food to the 44 network banks, one of which is 
the Capitol Area Community Food Bank here in Washington, D. C. 

More than 60 major food companies donated food to Second 
Harvest during 1982, and Second Harvest estimated that more 
than 6,500 priYate charitable agencies benefited from the 
services of its food bank network. 
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BANKERS CHARGING RETAILERS FEES FOR HANDLING FOOD STAMPS 

• Senator Dole and Congressman Emerson sent a joint letter 
to Secretary of Agriculture John Block, requesting a clar-
ification of the Food Stamp law with regard to banks charging 
retailers fees for handling food stamps in order to determine 
of there was a violation of the law. The letter received a 
vague, unsatisfactory response, but this is one area that 
will most certainly be addressed when the Congress is contem-
plating further changes in the program. 
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MEMORAXDUM 

May 20, 1983 

TO: Senator Dole 

FROM: Chris Bolton 

RE: Bankers Reaping Profits off the Food Stamp Program 

Senate and House staff involved with the Food Stamp Program have 
recentl y been contacted by the Grocery Manufacturers of America, 
the Food Marketing Institute, and National Grocers Association. 

Apparently, banks are charging grocers fees for cashing in the 
food stamp coupons they receive. For example, if 2.6 billion 
coupons are handled through banks, banks would receive $156 
million in additional income as a result (this is calculated 
on the highest fee that they have been known to charge). 

There is really no reason for banks to be charging for handling 
the food stamp coupons, since they don't have to do anything 
different with them than they do with regular checks or cash. 
They cancel them, verify the dollar amount, and bundle them a 
certain way to send to the Federal Reserve. 
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(2) The person does not negligently or reck-
lessly make the determination that the perishable 
food will be fit for human consumption at the time 
of its donation to the agency." 

The Food Marketing Institute reported in October 1982 that 34 of 

the 50 States had adopted good Samaritan laws thus far and that 

passage of proposed legislation in a number of other States was 

pending. 

EFFORTS OF STATE AND LOCAL 
GOVERNMENTS IN FEEDING THE NEEDY 

From our limited review, we found numerous instances where 

State and local governments were actively engaged in responding 

to the food needs of the poor. At the top of the list are the 

efforts of various State and local agencies having responsibil-

ity for locally administering Federal food stamp, child nutri-

tion, food donations, and WIC programs. In addition to these 

activities, State and local governments are engaged in such 

things as (1) running feeding programs of their own, (2) dis-

tributing State funds to cities and agencies for helping the 

hungry and the homeless, (3) assisting in establishing and 
operating food drives, referral hotlines, and food banks, 
(4) conducting research, and (5) holding conferences and meet-

ings on food, nutrition, and hunger issues. 

Our work in California disclosed a couple of novel 
instances whereby food that would otherwise be wasted was being 

used by the State to feed the needy. In 1982, for example, the 

California Department of Fish and Game salvaged about 130,000 

pounds of salmon which were turned over, in part, to private 

and Government-sponsored charitable organizations for feeaing 

needy families. Salmon die after spawning, and were it not for 

the Department of Fish and Game's salvage operations, much of 

this food source would go to waste. 

California is the largest agricultural State in the 
Nation. A substantial portion of the State's agricultural pro-

duction is lost because it is economically "unharvestable" or 

"unmarketable." In response to this situation, from September 

1980 through January 1982 the California Department of Food and 

Agriculture (CDFA) conducted a Surplus Food Project to help 
reduce this food waste. Program officials believe that much of 

the food that is lost is edible and that it would be consumed if 

it were recovered and routed to needy recipients. The project, 

funded jointly on a one-time basis by USDA ($26,832) and CDFA 

($37,877), encouraged the development of a distribution system 

channeling recoverable su r plus food to needy individuals. Its 

objecti v es were to: 
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