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September 23, 1 85

TO:

SENATOR DOLE

FROM:

GEORGE PIELER

SUBJECT:

TALK TO HUMAN EVENTS GROUP

The Human Events Leadership Briefing group would be
interested in your prognosis for our fiscal situation, in
tax reform, and possible protectionist measures. Attached
are current materials on these subjects.
Also, they hope that you will mention (favorably) the work
of Human Events and Radio America to get out the conservative
viewpoint.
You might score some points by mentioning your opposition to
the Superfund VAT. Talking points on that subject also are
attached.
Attachment
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Talking Points -- Gingles v Thornburg -- Voting Rights Act
- As you know, I recently joined a Congressional amicus br ief in the
case of Gingles v Thornburg, currently pending before the Supreme
Court . At issue in the case is the meaning of the 1982 compromise
amendments to Section 2 of the Voting Rights Act, which I sponsored.
The other principals sponsors and proponents of the 1982 amendments -including Republicans Grassley, Mathias, Sensenbrenner and Fish -- also
j oined the brief.
-The brief, which is at odds with the position the Justice Department
and the North Carolina Democratic Attorney General have taken, urges
the Supreme Court t o affirm a lower court's ruling that under the
totality of circumstances, North Carolina's use of large, multimember districts for its state legislature denies blacks an equal
opportunity to participate in the political process in violation
of Secti on 2.
- I di d not t ake my dec ision t o join this brief lightly . Cont rary to
what some of you might think, I do not relish public disagreements
with the Administration. However, this case was unique for two reas ons .
-First, North Carlina's districting scheme has not only worked to the
disadvantage of Black voters. It has submerged the vote of all political
minorities, including the Republican party's.
If the Supreme Court
does reverse the lower court's holding, it could throw into jeopardy
many state legislative seats now held by Republicans. For this reason,
both the RNC and Governor Martin have also filed amicus briefs urging
the Supreme Court to affirm the lower court.
-I also take issue with the way the Justice Department has interpreted
Section 2. When I wrote the Section 2 compromise, my big concern was
that the law not be interpreted to require proportional representation.
I .didn't think -- and I still don't think-- that the race of candidates
elected under a particular electoral system should be determinative.
Rather, the focus should be on whether all voters of all races have
equal access to the political process.
-The Justice Department, however, seems to be saying that where minority
candidates e·n joy some success that, by itself, d.emonstrates that minority
voters have equal access to the process. That position stands in direct
contradiction to the language of Section 2 which says that minority candidate success is, at most, one factor to take into account.
-I am . strongly opposed to proportional representation being used as a
yardstick for determining whether minority voting rights have been
violated. The amicus brief I joined is consistent with this position.
It repeatedly disavows a right to proportional representation.
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SUPERFUND
o

I have consistently supported extension of Superfund with a
reasonable increase in funding.
However, I believe we have
to pay for what we spend on this program, and raise the money
in a fair and reasonable way.

o

Last year as Chairman of the Senate Finance Committee I
worked to get enacted a $5 billion to $6 billion Superfund
program for the next 5 years. We came close, but were unable
to forge a consensus on the funding mechanism.

o

This spring I voted in the Finance Committee for a $5.3
billion program (as against the $7.5 billion approved) and
against the new broad-based tax (really a value-added tax).
I'm against the new tax partly because it moves away from the
notion of linking the costs of hazardous waste cleanup to the
activities that contribute most to the waste problem.

o

But even more importantly, this new tax makes fiscal
discipline impossible.
It's a real revenue machine, and
there's no guarantee it will be limited to Superfund in the
future.
If you don't believe it, just look at the Cranston
amendment now pending to Superfund in the Senate. That
amendment raises the fund from $7.5 billion to $10 billion.
And as my friend from California says, it's done with just a
small increase in the new VAT from .08 percent .115 percent.
I think that proves my point.
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TRADE
o

Historically, free trade has spurred U.S. economic growth,
and fair competition from abroad has encouraged our
industries to be more efficient.
As a Senator from an
agricultural state, I appreciate the importance of world
markets for U.S. farmers.
But, the United States cannot be
the world's only free trader-B:ny more than we can
unilaterally disarm.
$150 BILLION TRADE DEFICIT

o

Last year, as you know we faced a record shattering $123
billion merchandise trade deficit and this year it could
reach $1~0 billion.
Our deficit with just four of the places
I recently visited--Japan, Korea, Taiwan and Hong Kong--will
amount to $70 billion this year.

o

This gross imbalance has devastated important sectors of our
economy, particularly manufacturing which is costing us
millions of jobs, offsetting employment gains in the service
sector.
In the last ten years, it is estimated that the
United States has lost over 600,000 jobs in just three
industries alone:
textiles and apparel, steel and footwear.
And this trend has now spread to such high technology areas
as telecommunications and semiconductors.
IMPACT ON AGRICULTURE

o

The deterioration in the U.S. trade position has been equally
pronounced in the agricultural sector.
From a record high of
$43.5 biilion in 1980, farm exports have plummeted $10
billion in the past five years.

o

To a large extent, our trade woes are self-inflicted.
American business can be faulted for not being more
aggressive in pursuing export markets.
The U.S. economy also
has recovered from the worldwide recession more quickly and
vigorously than the economies of our major trading partners.
The biggest culprit however is the overvalued dollar, which
has made U.S. goods 40% more expensive over the past four
years -- and at the root of this problem is our inability to
control budget deficits.

o

The best known of the trade bills include the
Thurmond/Jenkins bill, which estabishes annual limits on the
growth of all imports of textiles and apparel, except for
goods from the EC and Canada.
With 53 cosponsors in the
Senate and over 290 in the House, passage must be considered
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a strong possibility.
Another major contender is the
Danforth/Fina nce Committee bill responding to Japanese Unfair
Trade Practices, which mandates U.S. retaliation unless Tokyo
acts to remove trade barriers.
A similar nonbinding
resolution passed the Senate by a vote of 92-0 in the spring.
There is also the Bentsen/Roste nkowski bill, which provides
for a 253 surcharge on all imports from Japan, Taiwan, Korea,
and Brazil.
OPTIONS
o

Section 301 authority permits the Administratio n to respond
by imposing tariffs, import quotas, or other restrictions,
when an unfair foreign trade practice is burdening U.S.
commerce.
But Section 301 has only been used in two cases
since its enactment in 1974. There are indications the
Administratio n has recognized this need.
Some of the options available to Congress would include:
o

More active and coordinated exchange rate policy.

o

A temporary and generalized increase in U.S. tariffs to
offset the effects of the overvalued U.S. dollar and
reduce the U.S. budget deficit.

o

A review of the Generalized System of Preferences (GSP) to
eliminate some of the better-off beneficiary countries.

o

Reform of U.S. trade remedy laws to make them more
responsive to complaints by U.S. industry and encourage
more expeditious adjusment to foreign competitors.
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THE

J)f·:F lC: IT AND THE

AVER AG E f\ME IUCA N

•

Unl ess we ena cl a mas sive def icit
redu ctio n mea sure ,
Ame rica n fam ilie s wil l face eith er
high er inte rest r ates
or high e r infl atio n:
not to men tion the risk of a
disa stro us new rece ssio n thro win g
mil lion s of
brea dwi nne rs out of wor k.

•

Mos t eco nom ists beli eve tha t enac
tme nt of the def icit
redu ctio n pack age as larg e as the
Sen ate offe r wil l
prod uce a drop of at leas t 1 perc
ent in inte rest rate s
ove r the sho rt run and 2 to 3 pec
enta ge poin ts ove r the
long term :
rela tive to wha t they othe rwi se wou
ld be.

•

With a 2% drop in inte res t rate s,
the mon thly paym ent on
a med ian pric ed hom e ($80 ,000 ) wil
l go down by abo ut
$100 a mon th.
Con vers ely, if we don 't redu ce the
def icit to keep rate s
as low as they are now , hom eow ners
cou ld face that larg e
an incr ease -or- mor e in mon thly pay
men ts.
A 2% drop in inte res t rate s wou ld
mean an add itio nal
$4,0 00 in inco me for the ave rage
whe at farm er with a
1,00 0 acre ope rati on.

e

This year alon e, the Fed eral gov ernm
ent wil l ove rspe nd
clos e to $1,0 00 for eve ry man , wom
an and chil d in
Am eric a.

•

Thi s $1,0 00 per head of add itio nal
Fed eral deb t wil l be
one more burd en for our chil dre n
to repa y in high er
taxe s or high er infl atio n in the
futu re.

•

I don 't beli eve we can let this bud
get neg otia tion fail .
If we don 't act now on maj or def
icit redu ctio n, the
Ame rica n peo ple wil l pay the pric
e.
By 198 9, inte res t
on the deb t alon e wou ld take up hal
f of all ind ivid ual
inco me tax pay men ts.
The inte res t cos t wou ld be $250
bill ion or $1, 100 for each Ame rica
n.

•

If we can get som ethi ng like this
pack age I am very ,
very opt imi stic abo ut the cou rse
of the econ omy .
I
thin k we take too much for gran ted
wha t we have ach ieve d
so far: stro ng grow th with out infl
atio n.
We can keep
that goin g if we redu ce the def icit
sub stan tial ly.
The
way is open to econ om ic perf orm ance
unp rece den ted in the
post war peri od if we have the wil
l to find it.
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Ta xes
•

The Pre sid en t and the Am
eri
inc rea ses as a de fic it so can peo ple hav e sw orn off tax
lut ion , and no one in Co ngr
to wa nt to sug ge st oth erw
ess see ms
ise . So as far as tax es
are
con cer ned , the foc us wi ll
be on tax ref orm and way s
to
im pro ve the dis tri bu tio n
of the tax bu rde n.

•

Th ere hav e bee n a lot of
rep ort s and an aly ses of ine
in the tax cod e, inc lud ing
qu iti es
one by Joe Pec hm an on who
tax es, and one by Ra lph Na
pay s
de r's Pu bli c Ci tiz en gro up
c6 rpo rat e loo ph ole s.
on
De spi te all the he ad lin es,
the bot tom
lin e co nc lus ion is one we
tax es and bra ck et cre ep raihav e kno wn for a lon g tim e-- pa yro ll
sed the tax bur den on wo
rki ng
pe op le, wh ile the pr oli fer
ati
on of tax loo ph ole s cu t
for the up per inc om es and
tax es
is the sou rce of mo st of co rpo rat ion s. Th ere , in nu tsh ell ,
the mo me ntu m for tax ref orm
.

•

•

•

•

..._

Wo rki ng peo ple hav e leg iti
pro tec tio n of the tax fre ma te con cer ns in the tax de ba te:
e
wo rke rs hav e ba rga ine d fo sta tus of fri ng e be ne fit s tha t
r,
gre ate r eq uit y for the ave inc lud ing he alt h ins ura nc e-rag e tax pa ye r thr ou gh low
and lar ge r pe rso na l exe mp
er rat es
tio ns. Bu sin ess es and wo
do n't be ne fit fro m ric h fri
rke rs who
co nc ern s, too , wh ich is whyng e be ne fit s hav e leg iti ma te
we ex pe ct a lon g and liv ely
de ba te.
Cl ea rly tax ref orm is im
po rta nt, bec aus e we mu st
hav e a tax
sys tem tha t ou r.p eo ple be
lie ve in and wi ll sup po rt
wi tho ut
co erc ion . Bu t un les s we
de al wi th the de fic it, in
iti ati ve s
suc h as tax ref orm wi ll
fis ca l cr isi s wi ll dem andfa ll by the way~ide--because ou r
al l ou r ene rgy 1f it ge ts
wo rse .
Re pu bli can s led the eff or
t to red uce and ind ex tax
clo se co rpo rat e loo ph ole
s, shu t of f som e upp er- inc rat es ,
om
be ne fit s, and im pro ve tax
com pli anc e ov er the pa st e
fou r
ye ars .
Tak en tog eth er the
im pro vem ent s in tax po lic se cha nge s are the be st
y for wo rki ng peo ple in ma
ny ye ars .
And wi tho ut the m, sch edu led
inc rea ses in the pa yro ll
wo uld be pin ch ing wo rke rs
mu ch mo re sev ere ly tha n the tax
y are .
The lat es t rep ort by the
Jo int Co mm itte e on Ta xat ion
tha t tax loo ph ole s and pre
sho ws
fer en ces wi ll am oun t to abo
bil lio n in 198 6. Tax loo
ut ~424
ph
wh ich is why peo ple are tro ole s are on a rap id gro wth pa th- ub led by the un fai rne ss
"sw iss che ese " t a x bas e.
of a
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o

The Pres iden t has propo sed a strik ing and histo
ric
revis ion of the incom e tax laws.
His plan would make
the syste m both simp ler and faire r.

o

The prese nt 14 brac kets would be repla ced by
just three :
15%, 25%, and 35%.
The maxim um corp orate rate would
drop to 33% (with gradu ated rates for smal l
busi ness ).

o

The plan as a whole would shif t the tax burde
n away from
work ing peop le and towar d busin esses that have
a-IO t of
incom e but have n't paid their share of tax.
Tota l taxes
paid by indiv idua ls would drop 7 perc ent, while
corp orate tax paym ents would rise abou t 9 perc
ent.

o

Dist ribu tiona l Offs et.
Unde r the Reaga n plan , fami lies
with incom es of $10,0 00 or less would get a
35.5% tax
cut; $10,0 00 to $15,0 00, a 22.8% tax cut; $15,0
00 to
$20,0 00, a 13.5% tax cut; $20,0 00 to $30,0 00,
an 8.7%
tax cut; $30,0 00 to $50,0 00, a 6.6% tax cut;
$50,0 00 to
$100 ,000, a 4.2% tax cut; $100 ,000 to $200 ,000,
a 4.1%
tax cut; and $200 ,000 or more , a 10.7% tax cut
(the
large r-tha n-av erag e break for the top incom e
group
resu lts from the lower top rate of 35% and the
lowe r top
capi tal gain tax rate of 17.5% ).

o

Retu rn Free Syste m.
Unde r the Reaga n plan , only 33% of
taxpa yers are expe cted to item ize.
In addi tion, more
than half of all taxpa yers would be able to
get their
tax bill or refun d witho ut filin g a retur n (if
they so
choo se).

o

Prot ectio n for Low Incom e.
The plan would remo ve from
the tax rolls virtu ally all fami lies, marr ied
coup les,
sing le head s of hous ehold s, and olde r Amer icans
at or
below the pove rty line.
This would resu lt from the
comb inati on of incre asing the perso nal exem ption
, zero
brac ket, earne d incom e cred it, and the new cons
olida ted
cred it for the blind , elde rly, and disab led.

o

Index ing Prot ectio n.
The plan retai ns the index ing
prote ction for rate brac kets, the perso nal exem
ption ,
and the zero brac ket which we pion eered in 1981.
Most
plans that claim to do more for midd le incom
es (like
Brad ley-G epha rdt) do not prote ct taxpa yers agai
nst
infla tion and would do less for them in the
long run.
Pres iden t Reaga n also expan ds the index ing conc
ept to
the earne d incom e cred it, prote cting the work
ing poor ,
to depr eciat ion and to capi tal gains (in 1991
).
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o

Busi ness and c;row th .
Presi dent Reaga n prop oses a syste m
of busin ess taxa tion that is more neut ral a n
d will
reduc e tax-m otiva terl disto rtio ns that skew econo
mic
decis ions.
Repe aling the ITC and revis ing depr eciat ion
sche dules mean grea ter neut ralit y among diffe
rent
inves tmen t categ ories .
Othe r chan ges that will limi~
econo mic disto rtion s inclu de limit ing real estat
e tax
break s to the amou nt at risk, and tight enin g
the minim um
tax with reg ard to oil and gas tax break s (inta
ngib le
dril l ing cost s).

o

Issue s to Watc h.
Cong ress is givin g the Pres iden t's
plan a very close l ook , and no doub t many Memb
ers have
part icula r chan ges they want to prop ose.
In part icula r,
there will be focus on :
Dist ribut ion of Tax Burd en.
Some are conc erned
abou t the break for the top incom e class --bu
t to
addr ess that would requ ire chan ging the rate
struc tur e on the capi tal gains exclu sion, both
very
sens itive issue s.
Secr etary Bake r's prop osals to
drop inven tory index ing, elim inate 40l(k )s,
and
resto re the child care cred it will help make
the
case this is a reve nue- neut ral plan .
Neut ralit y/Inv estm ent.
Any perce ived devi ation
from "neu tral" tax treat ment for diffe rent
indu strie s will bring dema nds for chang e from
othe r
indu strie s.
In addi tion, those indu strie s most
heav ily subs idize d by the curre nt code --lik e
those
which bene fit from the ITC beca use they are
capi tal-i nten sive --wi ll want to minim ize the
effec t
of the plan .
State and Loca l Taxe s.
Secr etary Bake r has said
that elim inati ng the dedu ction for State and
loca l
taxes is a sort of "acid test" for serio us tax
refor m.
This is a $40 billi on item over the
proje cted phas e-in perio d, and that amou nt would
be
diffi cult to make up.
If high -tax State s can fight
off this chan ge--e ven in the cont ext of much
lowe r
tax rates and othe r bene fits that ease the tax
take
on their citiz ens- -pro gres s may be diffi cult
.
A
comp romis e that does n't lose much reven ue may
be
nece ssary .
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ESCALATING DEFICIT
The main threat to continued economic expansion is run-away
Federal spending.
o

Since 1940, the Federal Government has run deficits in 37
out of the last 45 years.
Since 1960, we've run deficits in
24 out of 25 years.

o

In 1985, the gross Federal debt will total $1,841 trillion,
an increase of 533% over 1960, 238% over 1975, and 101% over
1980.
The total debt in 1985 now stands at 48% of our GNP.

o

With no changes in Federal spending policy, CBO projects
that Federal outlays will rise from $950 billion in 1985 to
$1,378 trillion in 1990--an increase of $428 billion in five
years.

o

If no changes are made, the budget deficit will increase
from $214 billion in FY 85 to $300 billion in 1990 and the
National debt will increase to $2,786.
INTEREST ON THE DEBT

This massive increase in debt has itself created one of the
largest and fastest growing components of Federal spending-interest on the debt.
Constant deficits have put fiscal policy
on an endless treadmill of paying for the irresponsibility of
previous decades:
o

In 1965, interest on the National debt cost $9 billion and
consumed 1.4% of GNP.
By 1980, annual interest costs rose
to $52 billion--2% of GNP.
But the worst was yet to come.

o

In 1985, interest on the National debt will cost taxpayers
$130 billion--almost three times the level of five years
age.
This represents 3.8% of GNP, 13.5% of the entire 1985
budget, and a 1,450% increase in costs over 1965.

o

$130 billion is equal to the sum total of all Federal
spending from 1789--the founding of the Republic--to 1936.
It also equals total Federal outlays in 1966, the entire
defense budget in 1980, and twice the level of medicare
funding today.

o

To put it in even simpler terms, about 40% of all revenue
collected bv the Federal Government from personal income
taxes ($330~billion in 1985) will go to pay interest costs
and no Federal services at all.
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On September 2J, Human Events, the Nati nal Conservative Weekly,
and Radio America, the National Conservative Radio Syndicate, will
co-sponsor a Leadersh_~J~-~~-~fi?g _in the Ha!_!_ of _!'lags of the National
/t./S fi/
Chamber of COLl!_Il!_erce Building.
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Attending wi 11 be appro~J_ll!~...t.el.y__ .120 Washington representatives
of maj~LcQrpo.rations. The program will featur9"presentations by
~ /~ ~
senior officials from the Administration as well as leading members
. ~~ ~
of Congress on a variety of policy topics.

1

In addition to providing informative presentations, it is our aim,-- d'~:~t;i}
~t¥
to better aquaint those attending with Human Events and Radio Americ~a
as two important and steadfast defenders of the free enterprise
system in the hope that we can attract more corporate support for
~~ Q·
the two organizations.
We would

b~hol1Q£ed _E_lf_g_~_::;-~~~at_efaj.___i.!:: __you wou_~~~_?_:._~e

- -

one of the speakers for the session.

f /

to be

~

The briefing will run from 1:00 to 5:JO, with a reception following.
Briefing~ are scheduled to be a half-hour long--remarks of 15 minutes
followed by 15 minutes of questions and answers.
If you will be able to participate, please advise us by mail, or
have your appointments secretary ca~.RObert;-~88-=-1297 to
work out the details concerning topic' and time.
The afternoon promises to be a most interesting one and we hope
you will be able to join us.
We look forward to hearing from you.

~/,____

Thomas S. Winter, Editor

Si/!-;:!/~
~~es

?fo ~v~s~ ~ ~ h ~d,;t/0(1.f-~~?)

C. Roberts,President
AMERICA

P.S. Enclosed for your information is some
material about Human Events and Radio America.
422 First Street. S.E. • Washington. D.C. 20003
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