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NATIONAL AssocIATION OF CONVENIENCE STORES

TaLking PoinTs oN Foop StaMP ISSUES

® ONE ISSUE THAT HAS EMERGED THIS YEAR WITH REGARD TO THE FooD
STAMP PROGRAM, WHICH IS OF MAJOR INTEREST TO FOOD RETAILERS,
IS THE FEES THAT BANKS HAVE BEEN CHARGING GROCERY STORES FOR
HANDLING FOOD STAMP COUPONS.

® A SURVEY OF RETAILERS CONDUCTED BY THE Foop MARKETING INSTITUTE
REVEALED THAT THESE CHARGES RANGE FROM A FEE OF TWO CENTS PER
COUPON TO SIX CENTS PER COUPON. SHOULD ALL BANKS CHARGE THE
MAXIMUM FEE, THIS PRACTICE COULD RESULT IN CHARGES TO RETAIL
GROCERS OF UP TO $156 MILLION PER YEAR. AS YOU KNOW, THIS
REPRESENTS A SIGNIFICANT AMOUNT OF PROFITS TO BANKS. IT HAS
NEVER BEEN THE INTENT OF CONGRESS TO IMPOSE FINANCIAL BURDENS
UPON EITHER FOOD STAMP RECIPIENTS OR GROCERY STORES.

® CONGRESSMAN EMERSON AND I HAVE BEEN VERY CONCERNED ABOUT THE
IMPLICATIONS OF THIS PRACTICE, BECAUSE FOOD STAMPS ARE SUPPOSED
TO BE HANDLED LIKE CASH. CONSEQUENTLY, LAST JUNE, WE WROTE A
LETTER TO SECRETARY OF AGRICULTURE JOHN BLOCK REQUESTING THAT
THE DEPARTMENT CLARIFY THE FOOD STAMP LAW WITH REGARD TO
THIS ISSUE. WE DIDN'T RECEIVE A VERY DETAILED RESPONSE FROM
THE SECRETARY, BUT THE DEPARTMENT SEEMS TO BE MAKING A GOOD
FAITH EFFORT TO ADDRESS THE ISSUE.
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® You MAY BE PLEASED TO KNOW THAT SENATOR DoMENICI AND I PLAN
TO INTRODUCE A DoMESTIC FooDp AsSISTANCE ACT THIS SESSION,
IN RESPONSE TO THE RECOMMENDATIONS OF THE PRESIDENT'S
TASK FORCE ON Foop ASSISTANCE. THIS LEGISLATION CONTAINS
A PROVISION TO PROHIBIT BANKS FROM CHARGING RETAILERS FEES
FOR HANDLING FOOD STAMP COUPONS.,

® WITH REGARD TO ALTERNATE ISSUANCE SYSTEMS, LIKE THAT CURRENTLY
BEING IMPLEMENTED IN THE STATE OF KENTUCKY, WE UNDERSTAND
THAT RETAILERS LIKE YOURSELF HAVE A GREAT STAKE IN HOW THE
DETAILS ARE WORKED OUT, AND ENCOURAGE THE STATES TO WORK
CLOSELY WITH GROCERY AND CONVENIENCE STORES SO THAT THESE
COMPUTERIZED SYSTEMS WILL ACHIEVE THE DESIRED RESULTS IN A
COOPERATIVE EFFORT.

® ON-LINE ISSUANCE SYSTEMS HAVE PROVEN TO BE EXTREMELY COST-
EFFECTIVE IN CURTAILING FOOD STAMP FRAUD AND ABUSE,
DEMONSTRATION PROJECTS IN THE STATES OF MICHIGAN AND
PENNSYLVANIA, AS WELL AS NEw York CITY, HAVE ACHIEVED
DRAMATIC RESULTS. IN FACT, THE FOOD STAMP LEGISLATION
WHICH PASSED THE CoNGRESS IN 1982, INCLUDED A PROVISION
FROM A BILL WHICH I INTRODUCED ENCOURAGING THE EXPANDED
USE OF ADVANCED COMPUTER TECHNOLOGY AND THE SO-CALLED
“SMART CARD."”
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ETANDING COMMITTILS:

AQRICULTURE, MUTRITION, AND FORLCSTR®
FINANCE

JUDICIARY

Vlnifed . Slafes Denale P

WASHINGTON, D.C. ID3lI0

June 30, 1983

Honorable John Block
Secretary of Agriculture
Department of Agriculture
Washington, D.C. 20250 °

Dear Secretary Block:

We would like to take this opportunity to apprise you
of a situation that we believe to be potentially damaging
to the food stamp program. It has recently come to our at-
tention that some banks are charging retail food stores for
handling food stamp coupons as they are deposited. Our in-
formation indicates that these charges range from a fee of
two cents per coupon to six cents per coupon. This practice
could result in charges to retail grocers of up to $156 million
per year, should all banks charge the maximum fee.

According to information recelved from the Department of
Agriculture it does not appear that banks are required to
perform any additional functions due to deposits of focd
stamp coupons over and above normal functions necessitated by
deposit of cash or checks. Additionally, since the Department
advises that the practice has increased over the past few years,
the Department's advice to retail food stores to change banks
to avoid the fee will not resolve this problem.

It appears that this fee is unwarranted and we question
whether impcsition of a fee of this nature is in fact permitted
by the Food Stamp Act of 1979, as amended. We would appreciate
it 1f you would look into this matter and advise us of the
Department's position on the fees charged to retail grocers.

C§;ﬂ. Sindere UTSy
I1I¥, EMERSON BOB DOLE
Ranking Minority Member Chairman
House Subcommittee on Domestic Senate Subcommit®ee on Nutritiocn

Marketing, Consumer Relations
and Nutrition
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Honorable Robert Dole

Chairman, Subcommittee on Nutrition

Committee on Agriculture, Nutrition
and Forestry

United States Senate

Washington, D.C. 20510

Dear Mr. Chairman:

Thank you for your recent letter concerning fees passed on by financial
institutions to retail grocers for the redemption of food stamps.

The Department has recently met with the major retail trade associations
and representatives of financial institutions to hear their views and to
éncourage an amicable solution to this problem. The retail trade groups
have presented the Department with the results of surveys of their
membership concerning fees imposed by financial institutions. This
information will be presented to the banking representatives shortly.

At that time we will pursue further discussions and hope to resolve

the situation to the satisfaction of all parties.

We appreciate your interest in this matter and will keep you advised
of our progress.

Sincerely,

e, ® Bl

P
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HOB?’T J. DOLE, KANS., CHAIRMAN

808 PACKWOOD, OREG. RUSSELL B. LONG, LA.

WILLIAM V. ROTH, JR., DEL. LLOYD BENTSEN, TEX.

JOHN C. DANFORTH, MO. SPARK M. MATSUNAGA, HAWAII

JOHN H. CHAFEE, Rl DANIEL PATRICK MOYNIHAN, N.Y.

JOHN HEINZ, PA. MAX BAUCUS, MONT. .

MALCOLM WALLOP, WYO. DAVID L. BOREN, OKLA. %n‘tm 5ta‘tzﬂ 5mtz
DAVID DURENBERGER, MINN. BILL BRADLEY, N.J.

WILLIAM L ARMSTRONG, COLO.  GEORGE J. MITCHELL, MAINE

STEVEN D. SYMMS, IDAHO DAVID PRYOR, ARK.

CHARLES E. GRASSLEY, IOWA COMMITTEE ON FINANCE

WasHINGTON, D.C. 20510
RODERICK A. DEARMENT, CHIEF COUNSEL AND STAFF DIRECTOR
MICHAEL STERN, MINORITY STAFF DIRECTOR

March 26, 1984

MEMORANDUM

TO: SENATOR DOLE

FROM: GEORGE PIELER

SUBJECT: TALK TO NATIONAL ASSOCIATION OF CONVENIENCE STORES

In additon to the big picture of taxes and deficits, this
group is interested in the prospects for final action on a jobs
credit extension. As you know, our bill provides a 3-year
extension. They would be interested in your view as to whether
Chairman Rostenkowski will go along with some form of extension
during conference.

Revenue loss for the 3-year extension is $1.6 billion over 3

years.
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REMARKS OF SENATOR DOLE

NATIONAL ASSOCIATION OF CONVENIENCE STORES

Monday, March 26, 1984--6:45 p.m.--Washington Marriott--Ballroom Salon

Why worry about the deficit--What
does it mean to the average American?

® If nothing is done to reduce deficit spending over the next five

years, the total Federal debt will nearly double to over $10,000
for every man, woman and child in America.

@ At this level, by 1989 it will take one-half of all Americans'

personal income tax payments just to pay the Federal Government's
interest bill.

® By 1989 the annual Federal interest cost will amount to $250
billion--about $1,100 for every American.

° That $1,100 per person interest cost is equal to 40% of each
person's annual expenditure for food.

o Virtually all economists agree that the sustained enormous
deficits that we are facing will be economically harmful.

-] Many Americans will find home-buying more difficult with higher
deficits. Consider a family purchasing a home at today's current
interest rate, averaging about 12-1/2%, with a $55,000 mortgage.
If the deficits push interest rates up, total interest costs over
the 30 year term will be $15,500 more for each one percentage
point increase.

® All Americans will directly feel the results of high deficits if
they lose jobs as a result of a business slowdown resulting from a
crowding out of private investment, or if they lose jobs to
imported products made more competitive because of an abnormally

strong dollar or if they end up paying higher prices because
inflation is rekindled.

What is the Federal deficit likely to be?

o The estimates of future Federal deficits are quite sensitive to
one's economic assumptions. Yet even under the most optimistic of
economic assumptions, the deficit will remain at historically high
$200 billion levels over the foreseable future, unless drastic
action is taken.

0 Assuming an extremely strong recovery (4% real growth of GNP) is
sustained over the next few years and all of the Administration's
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° Assuming an extremely strong recovery (4% real growth of GNP) is
sustained over the next few years and all of the Administration's
proposed spending cuts and revenue proposals are enacted, the
deficits are still projected to be:

FY 1985 FY 1986 FY 1987 FYy 1988
$180 billion $§177 billion $180 billion $152 billion
e If economic growth is not so strong (3% real GNP growth) and
interest rates are slightly higher (9% T-bill rate), and
Administration's spending cuts are not enacted, the projected
deficits would be:

FY 1985 FY 1986 FY 1987 FY 1988

$202.6 billion $236.7 billion $270 billion $290.1 billion

= If we have an economic downturn during this period, we may be
facing $300 plus billion deficits.

Why should we act this year on the deficit

E] If we fail to deal with the deficit now, the problem will become
worse. Current projections showing deficits holding in the range
of $200 billion probably are optimistic, as they are based upon
assumption of steady economic growth through 1989. However,
postwar experience suggests that the average recovery lasts only 3
years, making a recession in 1985 or 1986 likely.

@ If we postpone action until 1985 and we do suffer another
recession, the deficits would then hit the $300-$400 billion
range. At that point, it may be difficult to cut the deficit
without further weakening the economy. Our choices would become
very difficult indeed.

® Of course, failure to reduce the deficit in 1984 makes a recession
likely to come sooner, as interest rates are forced up by private

credit demands clashing with Treasury borrowing needs.

> By postponing action of the deficit, we increase the risk of
recession. The average increase in the unemployment rate during a
postwar recession is about three points, or three million jobs.
By acting to reduce the deficit, we can significantly lower the
risk that three million workers will lose their jobs in 1985 and
1986.
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The rise in interest rates will depress auto sales, housing
starts, and capital goods orders. It is widely recognized that
sustained economic recovery will be impossible unless these key
sectors are healthy.

Alternatively, the Fed could offset the deficits' impact on
interest rates by "monetizing" the debt, leading to a resurgence
of inflation in 1985. 1If we do nothing, we will force the Fed to
choose between high interest rates and recession, or inflation.

Failure to reduce the deficits in 1984 may also depress the stock
market. A key factor in determining equity and bond prices is
investors' confidence that Congress and the Administration can
produce a sound fiscal policy. If we send the signal that the
deficit problem is secondary to politics, equity and bond prices
may fall.

The exploding cost of servicing the Federal debt will make
controlling spending more difficult each year, unless the deficits
are reduced soon. . Each year that we add $200 billion in new
Federal debt adds about $15 billion to the next year's interest
costs.

The economy is now on a path where more and more of its resources
go just to pay off the debt. According to economist Lawrence
Summers, "It's a case where the miracle of compounding (interest)
works against you." :

In 1976 net interest accounted for just 7% of total outlays But if
we do nothing, by 1988 the total Federal debt will be more than
half of total GNP, and the net interest cost of servicing this
debt will reach 14% of all spending. Each year that we do
nothing, the share of Federal spending that we can control gets
smaller.

Recent studies indicate that current and prospective budget
deficits may have helped to overvalue the American dollar. If the
deficits are not reduced, the problem of overvaluation could
become worse, weakening the competitive position of American
exports and costing the U.S. jobs in such industries as steel,
electronics, and agriculture.

Deficit downpayment in 1984

The President took the lead to begin a deficit-reduction effort in
1984 by calling for bipartisan negotiations on a package to reduce
the deficit by $100 billion over 3 years. Now he has worked with
congressional Republicans to outline a $150 billion package
including defense savings ($40 billion), nondefense cut
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(843 billion), revenue increases ($48 billion), and debt service
savings (S18 billion). As the President suggests, we can work with
a variety of modest spending reductions, and tax reforms that
raise revenue, to enact a significant deficit "downpayment" in
1984.

Even though election-year politics makes it difficult to launch
the kind of major assault on the deficit that we really need, that
is no reason to do nothing. Making a noticeable dent in the
deficit will make our job easier in the years ahead. Even more
importantly, it will demonstrate that we can face up to the
deficit problem even in an election year.”

The Finance Committee has agreed on spending and revenue options
just within its jurisdiction that achieve about $74 billion of the
"downpayment" goal. To do that we are drawing on a number of
proposals that have been on the table for some time, including
some already in the legislative "pipeline":

-Items included in the FY 1984 reconciliation bill, S. 2062, which
awaits Senate action

-Treasury-endorsed proposals on tax shelters and other abuses

-Administration -proposed spending cuts that were not followed
through on last year

-Administrative savings and other proposals made by the Grace
Commission

-Additional proposals considered in the Finance Committee last
fall

Target. With an overall goal of $150 billion in savings, we can
achieve $21.4 billion from revenue changes pending in S. 2062,
$3.8 billion in spending reduction from Finance Committee programs
in S. 2062, $3.1 billion from Grace Commission recommendations,
$9.6 billion in debt service savings, and the remainder from
additional spending and tax changes aimed at desirable policy
reforms.

Feasibility. The key is to keep following the President's
suggestion and concentrate on relatively non-contentious items,
avoiding things like the third-year tax cut and indexing, mean-
tested entitlements, social security, and the like. Our effort
must be bipartisan and balanced to do the job: Democrats and
Republicans alike will benefit by cooperating to take swift action
on the deficit. Time is of the essence if we are to make a
beginning this year.
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@ Initial Finance Action. On February 23, the Finance Committee
began action to reduce the deficit. So far the Committee has
agreed to changes in health care programs that save $8.3 billion
between now and 1987, over and above the provisions in S. 2062.

In addition, the Committee agreed to tax reform and modest revenue
raisers that generate $48.1 billion between now and 1987, provided

at least that amount of spending reduction can be achieved. The
House Ways and Means Committee has also reported a $50 billion tax
bill, so we may be on our way.

Recovery--What progress have we made

Strength of recovery

] A strong recovery is on track and appears to be moderating to a
pace that can be sustained in the years ahead. As an indication,
look at the expansion of real gross national product. It grew by
9.7% in the second quarter of 1983, 7.9% in the third quarter, and
an estimated 4.5% in the fourth quarter. By this measure, the
recovery is the strongest since 1961. -

@ Housing starts are running at a rate of about 2.2 million units a
year, and jumped 11.2 % in February.

@ Industrial output in 1983 rose 6.5%, and factory utilization is up
to 80.7%--the highest level in two years, and close to the normal
capacity of 82%.

® The Commerce Department's survey of business plans for 1984 show
that business plans to increase capital investment by 16%--this is
higher than that seen at comparable points in previous postwar
recoveries.

Inflation

° The best news about this recovery is that it is noninflationary.
In 1983 the producer price index rose just 0.6%--the lowest
increase since 1964. The CPI for 1983 was 3.8%, the lowest since
1972. Continued moderation in producer prices indicates low
inflation will continue.

Creating Jobs

® People are going back to work, and the pace of job creation has
been unusually high for a postwar recovery. On January 6 the
Labor Department announced the civilian unemployment rate dropped
from 8.4% last November to 7.8% in February. Overall, this means
unemployment has dropped 2.9 percentage points over the past year.
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° The continued strength of the recovery shows that recent growth in
employment has not just been a statistical fluke, but shows a real
turnaround in the labor market. Unemployment fell 230,000 in
December, and there have been 4.9 million jobs created in the last
year.

° What is more, the growth in jobs is broad-based. While
manufacturing industries showed the most dramatic gains, all
industries other than government and agriculture showed dramatic
drops in unemployment.
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HIGHLIGHTS OF FINANCE COMMITTEE DEFICIT REDUCTION DECISION (to date)

(Savings estimates are for period 1984-87)

Spending Restraint

o]

o

Medicare Part B Premium. Slow the increase in the premium as a
percent of program costs between 1985 and 1990. ($0.9 billion)

Delay initial Medicare eligibility until month after an
individual's 65th birthday. ($800 million)

Working age. Non-working spouses age 65 to 69 could elect primary
medical coverage under spouse's employer health plan rather than
Medicare regardless of working spouse's age. ($1.1 billion)

Physican freeze. Continue until July 1986 a freeze on physican's

fees for those unwilling to accept assignment for all services to
Medicare patients. ($1.5 billion)

Fee schedule for lab services. Payments for clinical lab services
would be held at 62 percent of prevailing charge levels through
October 1987 ($900 million)

Limit on hospital costs. For FY 1985 and FY 1986 increases in
hospital cost payments under Medicare would be limited to one-half

percent less than the hospital wage and price index increase.
($1.0 billion)

Grace Commission. Improved cash management technicians (e.g.
faster deposits of receipts to the government), improving income
verification procedures for benefit programs, and using IRS refund
offsets to collect debts owed the government would be implemented.
($3.1 billion)

Debt service. $9.6 billion.

Revenue Increases

e}

c019_035_013_all_Alb.pdf

Tax reform. New rules would be applied to limit tax shelters in
such areas as partnership allocation of expenses and income
interest deductions on discount obligations, transactions between
related parties, current deductions for future liabilities, and
corporate deductions for extraordinary dividends received. ($13.8
billion)

Tax benefits. Where a taxpayer receives a refund or other
recovery for State taxes or other situations that previously gave
rise to a deduction, the tax benefit portion of the deduction
would be brought back into income first. ($800 million)
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o Real Estate. Depreciation rules (18 years for all structures
except Iow income housing) and recapture rules for real property

would be adjusted. ($3.2 billion)

0 Freeze. Expensing for small business investment would be frozen
at $5,000, the cost of used property eligible for the ITC would be
frozen at $125,000, and the foreign earned income exclusion would
be frozen at $80,000. ($1.9 billion)

o Distilled Spirits. Federal excise tax would be increased $2.00
per proof gallon ($1.0 billion)

o] Income Averaging. The base period for determining the income
averaging threshold would be reduced to 3 years and the formula
slightly modified. ($1.6 billion)

o Earnings and Profits. The definition of earnings and profits
would be modified so that it more closely reflects a corporation's
economic income rather than its taxable income. This change will
reduce a corporation's ability to pay tax-free dividends. ($1.7
billion)

o Add-Ons. In addition to miscellaneous items, the Committee agreed
to phase in spousal IRAs; an R&D package; foundation tax changes;
extend the targeted jobs credit for 3 years; enterprise zones;
increase the earned income credit; Foreign Sales Corporations;
energy credit extension with credit reordering; and others.
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SPENDING

Reconcliliation (5. 2062)

Pinance Committee provisions

Addlitlonal Spending Reductions

*pact B Premium

*pelay in Initial Ellgiblllty
for Medicare

Working Aged

*Physiclan Freeze

Hospital Market Basket

Lab Fee

Medlcaid Reductlon

Alcohol Rebate

Revaluation of Assets
Lesser of costs of charges
Competitive pidding/Claims
Round Part B Payments

SNF Rates

Grace Commission

Debt Service

Total

http://dolearchives.ku.edu

PRELIMINARY ESTIMATES OF THE SENRTE_ELHQEEE_Eqﬁ!LIIEZ PACKAGE

1984-87 Total

Additional Revenue ltems:

Tax shelter, accounting abuse,
and corporate reform

Tax Pederal Home Loan Mortg. Corp.
Tax beneflt rule
Alcohol and tobacco collections

Freeze ACRS expensing, ITC for used
prop. and forelgn Income excluslion

postpone flnance lease rules
Extend telephone-exclse tax
Modiflcation of Sec. 1231
Factoring of trade receivables
source of shipping income

Recharacterization of U.S. income
as forelgn source income

Trust distributions

Income averaging modification

pelay in ESOP

Corporate preference excluslion Increase
Increase distilled spicits TARS

peferred rent on real and taxable
property

Repeal dividend relnvestment
Installment sale recapture rule
20-year llfe for structures

Other miscellaneous revenue
Increase proposals

Major Revenue Loss Provisions:
Spousal IRAR

Enterprise zones

ReD credlt extenaion and expanalon
ReD forelgn source allocation
Targeted jobs tax credlt

Life Insurance tax change

Earned lncome tax credit

Mortgage revenue hond extenslon-
1DB package

Grand Total

S4R .1
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