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OFFICE OF THE MAJORITY LEADER
WASHINGTON, DC 20510

May 16, 1986
TO:

Senator Dole

FROM:

George Pieler

SUBJECT:

Talk to American Internationa l Auto Dealers Association

This is scheduled for Monday May 19 at 1:30 p.m., at the
J. W_. Marriott.
---

.-------

- --

They are interested in tax, trade, and your prognosis for
action on the budget. Current materials -are attached.

This is basically a free-trade group: you might want t
make the point that you are working in the Senate for
measures that will stiffen the administrati on's backbone
in trade negotiations and in responding to unfair trade
practices--to advance the cause of a free and 6pen trading
system. The House on the other hand, led by Tip O"Neill,
is throwing together a grab-bag of protectionis t measures
to score easy political points: they don't care about
getting results out of the administratio n.
Attachments
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March2, 19S6

D O N ALD H. GRAVES
CHAJRMAN OF' THE BOARD

The Honorable Robert Dole
United States Senate
20510
Washington, D.C.
Dear Senator Dole:
We are extremely pleased that you have agreed to be the
keynote speake.!___ ~-~ _the AIADA' s American Internationa l Automotive
in
19~ =I--·---w:--·- Jvrar-rfQi_t ·-- Hotel
19,
congre~~~ay
We plan to begin the :i:.gception__ _il.t _ J_J_:_} Q__ a_._ rµ_. and
Washington.
You would normally be _§J2~_ak~ng _af_ter lunch
lunch at 12: 30 _p.m.
realizing that Y.QUr _sche_9.ule may dictate
but
L
m.
o_~:e_._
at ao6Ut r:3·
you at any timeafter the luncheon
introduce
can
we
otherwise-,
- ------- -· -------- - - ------ - ---- begins.
This is the AIADA's annual meeting at which some 1,500
in
be
country will
the
across
from
dealers
auto
import
legislation
in
general,
in
interested,
be
They will
attendance.
before the Congress and in particular the prospects for trade and
tax legislation.
It was good to see you aQd Secretary Dole at the Campaign
It was a most enjoyable evening.
America dinner.
19th.

Many

thanks

for

accepting our

invitation

to

speak on May

Sincerely,

1128 16TH STREET, N .W. · WASHINGTON, D.C . 20036
(202) 659-2561
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May 15 , 1986
Tax Reform in the Senate
o

The Senate Finance Committee has done the country proud by
producing the most far-reaching tax reform bill in history:
They sa id we
and approving it by an overwhelming 20-0 vote.
couldn't beat the special interests--th ey were wrong.

o

Tax reform in the Senate means the lowest income tax rates
since 1931. The new rates are 15% up to $29,300 in income
(joint returns), and 27% above that income level. On the
corporate side, the rate is 33%.

0

o

0

o

It also means significant tax reductions for working people
6
in America, particularly the lowest-incom e wage-earners .
million low-income Americans will be taken off the tax rolls
The personal exemption
completely as a result of tax reform.
will go up to $1,900 in 1987 and $2,000 in 1988. The
standard deduction will go up to $5,000 for joint returns.
Taxpayers with incomes of $10,000 or less get a 62% tax
reduction; between $10,000 and $20,000, an 18% tax reduction:
between $30,000 and $40,000, a 5% reduction; and between
$40,000 and $50,000, a 6.5% reduction.
These low, low tax rates are made possible by a major
crackdown on unjustified tax shelters for the rich, and by
eliminating many deductions, exemptions, credits, and the
But mortgage interest, charitable contribution s, and
like.
State and local income and property taxes remain fully
The casualty loss deduction will remain subject
deductible.
to a 10 percent floor and the medical expenses deduction will
be subject to a similar floor.
A stiff new minimum tax ensures that no wealthy individual or
corporation can avoid paying their fair share of tax.

Productive for the economy
o

This bill achieves, in a big way, the major economic goal of
establishing a 'level playing field' by taking
tax reform:
If we can get this bill
of special tax breaks.
out
the juice
make their financial
to
able
be
will
people
law,
into
signed
so much about tax
worrying
without
decisions
and economic
thing for the
healthy
very
a
that's
--and
consequences
economy.

o

In addition, the Senate bill creates a much healthier climate
for investment and productivity than the House-passed bill.
Depreciation allowances are more realistic, and more neutral
among various industries than under the House bill.
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o

Simply put, lower tax rates for all taxpayers are bound to
take the premium out of planning your finances for the
purpose of tax avoidance. And getting rid of some longstanding tax differential s--like capital gains rates,
deductions for most interest payments, and dropping the
From now on,
investment credit--advan ces the same goal.
straight marketplace judgment is what counts most--not
creative tax accounting.

Last step in the process
0

0

0

o

The new high-water mark on tax reform represented in the
Finance Committee bill is the culmination of years of hard
work in reducing and stabilizing tax rates and broadening the
The groundwork for tax reform was laid in 1981
tax base.
when, under my Chairmanship , the Finance Committee led the
way for President Reagan's tax-rate cuts and initiated tax
indexing to keep those lower rates in place, regardless of
-inflaion.
The next step was to resort to closing loopholes, improving
compliance, and removing special preferences as a way to
raise revenue, rather than re-imposing high tax rates on
That was done in both 1982 and 1984 under
working Americans.
the Dole Finance Committee.
The net effect of this was to point the way to a lower-rate,
Tax
broader-base d, fairer and more productive tax system.
indexing and accelerated depreciation were sort of like the
they force us to make choices
Gramm-Rudman of the tax code:
we ought to have been making all along, and to face the fact
that our tax code had become a maze of special preferences
and privileges that had outlived their usefulness.
Now let's finish the job:
all Americans.

and achieve true tax reform for
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May 9, 1986

Individual Retirement Accounts
o

0

o

(

0

Senator Packwood's 25% proposal included repeal of IRA's for
His 27% proposal as it was adopted by the Finance
everyone.
Committee includes my suggestion to retain fully deductible
This
IRA's for people who are not covered by pension plans.
change meant that the proposal would raise $19 billion less
over 5 years than full repeal.
Senator Chafee's amendment which the Committee_ adopted
broadened IRA's a little more by allowing individuals who are
covered by pension plans to make nondeductible IRA
The income earned on these investments would
contributions.
until it is withdrawn from the IRA.
tax-deferred
remain
The Chafee amendment cost $1.6 billion over five years. Of
course, since the "inside buildup" will grow over the years,
the revenue cost in the future will be substantially greater.
These changes, therefore, restored over $20 bilion of the $46
billion that would have been gained by repeal of IRA's
altogether.

Misconceptions
0

0

'~. ''

Individuals who now have IRA's will be able to keep the
amounts they have already invested without any change in tax
effect. They will also be able to contribute up to $2,000
each year ($2,250 for IRA's with a spousal feature) in the
The only difference is that only individuals not
future.
covered by a pension plan will be able to take a deduction
In every case, income earned on
for the contribution.
amounts invested in an IRA will remain tax-free until they
are withdrawn from the IRA.
There has been much discussion about the loss of the
deduction for some individuals. Two things seem to have been
First, 80 percent of all
ignored in the debate so far.
At
families will have their tax rate reduced to 15 percent.
this rate, the deduction on a maximum $2,000 contribution is
worth only $300. With the low rate, double personal
exemption and larger standard deduction, virtually all these
taxpayers will have a substantial tax cut despite the loss of
an IRA deduction. Of course, many people do not contribute
the maximum $2,000 and the deduction is even less important
for them.
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o

Second, the value of the tax-deferral on the income earned in
IRA's is the most significant feature from a tax-saving point
of view. That feature is still retained in every case.

o

In addition, I should point out that more and more employers
are adding 40l(k) plans as part of the pension package they
offer to their employees.

o

40l(k) plans are equivalent to IRA's in tax effect except
that the maximum annual contribution is $7,000.
I expect
that, if the Finance Committee's IRA rules are included in
the legislation sent to the President, the rate of new 40l(k)
plans will accelerate.

0

(
.~
. a

If I am right on this, we basically have a fight not about
the level of retirement savings, but about who holds these
savings. Will it be the banks and insurance companies who
administer pension plans or the banks, mutual funds, and
other financial institutions who sell IRA's?
Who Takes the IRA Deduction
(Percentages Rounded)

Adjusted
Gross Income
(1983 fi9ures)
Below $10,000
$10,000-$19,999
$20,000-$29,999
$30,000-$39,999
$40,000-$49,999
$50,000-$74,999
$75,000-$99,999
$100,000 and up

Percent
of All Tax
Returns
36.0%
25.6
16.8
10.8
5.3
3.7
.8
.8

Percent
of All IRA
Deductions
3.2%
11. 2
18.7
21.1
17.4
18.0
5.2
5.1
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TAX RATES

o

0

The individua l tax rates in the Finance Committee bill are 15
80 percent of families will be in the 15
and 27 percent.
percent bracket.
To make sure that wealthier taxpayers do not receive a
dispropor tionate tax cut, the benefits of the 15 percent
bracket and of the increased personal exemption are phased
out for high income taxpayers.

Recapture of Benefit of the 15% Bracket
o

(

...

;~ :: ~:

The benefit of the 15 percent rate bracket is recaptured for
taxpayers filing joint returns who have incomes over $75,000.
This is done by a gradual phase-in so that the dollar value
of the lower rate is not entirely lost unless the taxpayer
has more than $145,320 in income.

0

0

o

The provision is drafted as a phase-out to avoid what we call
a "cliff". We did not think it would be fair to tell
taxpayers who have $75,001 of income to pay tax on all of it
at the 27% rate, while taxpayers with $74,999 in income pay
tax at the 15 percent rate.
However, the way it is drafted gives commentat ors an
opportuni ty to say that the "marginal" tax rate for families
between $75,000 and $145,320 is 32 percent instead of 27
percent.
The important thing to remember is that their effective tax
rate never will exceed 27 percent and that, even at 32
percent, the rate is below the 38 percent in the House bill
and 35 percent in the President 's proposals .

(N.B. The phaseout for single taxpayers begins at $45,000.)
Phaseout of Personal Exemption
o
0

The Committee bill phases out the personal exemption for
families between $145,320 and $185,320.
I understand that the effect of this is to raise the marginal
rate for these taxpayers to 28 percent, although, as I
mentioned earlier, the effective rate never exceeds 27
percent.
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o

However, for taxpayers in this income range, the rate is
significantly less than the 50 percent rate in current law,
as well as the rates proposed by the President and passed by
the House.

o

Some will argue that the Finance Committee bill raises the
I can
tax rate on long-term capital gains too much.
understand their concern, but over 70 percent of the benefit
from the capital gains exclusion is taken by individuals
These taxpayers will have a tax
making over $250,000 a year.
That should be sufficient.
rate of 27 percent.

(

. . ...

;~;;i:
._
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Real Estate Talking Points
o

The tax reform bill reported by the Finance Committe e will be
very effective in reducing tax consideration s as a part of
investment decision making.
With a 27 percent ma ximum tax rate, individuals will h a ve
little incentive to invest in tax shelters.
For that reason
alone the limitation on the deduction of passive losses will
be much less important than it would be if rates were left
where they are under present law or under the House bill.

0

··<~

~~

c

o

In addition, with the capital cost recovery period for
residential real estate increased to 27 1/2 years and the
recovery period for commercial real estate increased to 31
1/2 years, there is little artificial incentive left in
depreciation deductions.

0

That does not mean that some individuals who have invested in
recent years will not be disadvantaged by the new rules.

0

Whether it is good policy or not, it has been completely
legal for individuals to offset other income by deductions
derived from real estate and other investments.
It would not
be fair to change the rules without giving these individuals
some time to rearrange their investments.

0

For that reason, although I was a member of the so-called
"core group", I refused to support the Chairman's package
until a transition rule was included. We were able to
convince Senator Packwood to adopt first a 3-year phase-in of
the passive loss limitation and later a 4-year phase-in.
I
tried to extend the phase-in to 5 years, but there were not
enough votes for additional relief.
Perhaps some additional
relief will be possible on the floor, but at least we were
able to moderate the immediate short-term effect of the
passive loss limitations.
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PASSIVE LOSS LIMITATION
EXCEPTION FOR OI L AND GAS WORKING INT ERESTS
o

The Finance Commi ttee bill contain s an excepti on from the
passive loss limitat ion rule for "workin g interes ts in oil and
gas proper ties".

o

First, I would like to clear up a miscon ception in the reports
by the media. There was no threat to kill the tax reform
effort if this modifi cation were not adopte d. -This
modifi cation was include d in this bill just like any other
modifi cation -- a majori ty of the Commit tee though t it was a
good idea and voted for it.

o

The passiv e loss limitat ion rule is the prov1s1 on that has
been describ ed as the "anti-t ax shelter " provisi on. This
provis ion raises approx imately $50 billion over five years by
telling investo rs in tax shelte rs that they can use deduct ions
genera ted from these investm ents to offset income genera ted by
these types of investm ents, but they cannot use these
deduct ions to offset other income such as salary or wages.

o

The working intere st except ion recogn izes the econom ic reality
in the way some oil and gas deals are structu red differ s
greatly from real estate or other types of investm ent.

o

Those of us who voted for this except ion believ e that when an
individ ual enters into a joint venture to drill an oil well
and agrees that he will be joint and severa lly liable for any
costs that may result, he is in the busine ss of oil drillin g.
He is not just a passive investo r.

o

These individ uals receive detaile d explan ations of propos ed
expend itures before they are incurre d and they have the
ability to challen ge the specif ics and to put up funds or not.
They are truly in the busine ss whethe r or not they actual ly
operat e the drillin g rig.

l::::l\i·
.

· .-1.
...
~

(
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o

In cont rast, if an indiv idua l is a limit ed partn
er in a socalle d oil fund, he will be treat ed just like othe
r pass~ve
inve stors and the loss limi tatio ns will apply .

o

The work ing inter est exce ption repre sents $1.4
billi on out of
$50 billi on attri bute d to the pass ive loss limi
tatio n.
It is
clea r that the exce ption does not mate riall y reduc
e
the
value
of the gene ral rule.

o

In fact, it has almo st exac tly the same reven ue
impa ct as the
3-ye ar exten sion of the targe ted jobs cred it which
to the same even ing we agree d to the work ing inter we agree d
I
have not seen any stori es abou t the $1.3 billi on est rule .
loss
attri buta ble to these cred its.

o

Simi larly , the resea rch and deve lopm ent cred it
was exten ded
for 4 year s at $1 billi on per year .
It is an ince ntive , not
an econo mic cost , but no one has writ ten abou t
has discu ssed the cred it for histo ric and othe r that. No one
olde r
build ings which cost $2 billi on per year and have
been the
basi s for coun tless tax shel ters.
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Ha ndi c a pping th e Tokyo Ec on omi c Sum mit

5/9/~6

The U. S. we n t in t o the summi t wi t h t he go a l s o f keepin g
the dollar down a s aga i nst t he yen (or ge tt i ng it even lower);
enc our agi ng Japan an d Germany to s pe e d up th e ir e conomies
(prefe r ab ly by ta x c ut s and lo wer interest); and improving ·
co o rdin a tion of mon et ary a nd fiscal poli ci es among the major
deve loped countrie s . A co roll a ry is setting the stage for
the next GATT roun d of (hopefully) trade liberalizatio n talks,
schedul e d to begin in September.
• The dollar. Essentially there is no ma Jor change in
directi on over the G-5 agr e ement of last September, which
aimed a t a lower value for the dollar, deficit reduction in
the U.S., faster growth in Europe and Japah, and resistance
to protectionism on the part of all the major trading nations.
Japan failed to win agreement on stabilizing or even increasirig
the value of the dollar vis-a-vis the yen--a failure that may
cau s e political problems for Nakasone.
·

: · ~~

:: ~ :

.

(Note--the general consensus is ~hat t~e Administratio n
would like the dollar down ·even fl}rther against the yen, to ..
keep pressure on Japan to ; open markets, but that the Fed is .
wary of a plunge in the dollar that. could ultimately mean
higher inflation).

(

• Japanese/Germ an economies. No formal agreement was
reached on the question of Japan and Germany stimulating their
economies: both are growing at a moderate pace (Japan at
around 3% this year, according to the IMF, Germany at ab6ut
3. 7 %) • At the same t.ime, there i ·s hope that lower oil prices
and lower interest rates will have a stimulative effect in
both countries, even without government action.
• Policy coordination . The Reagan administratio n appears
to want to steer a course between strict advocates of floating
exchange rates (the present system) and those who want an
agreement to fix exchange rates. Japan and Germany like the
present system--Franc e prefers fixed rates. From this standpoint,
the summit agreement for better coordination and monitoring
of each others' economic policies is a win for the U.S.
But the proof will be in seeing what the summit participants
actually do in a coordinated fashion--it's easier to talk
about coordination when the world economy is looking pretty
good (like now) than when the threat of recession or high
·,
inflation is present.
picture. At a minimum, the Tokyo summit brought progress in
re ucin g the risk of renewed inflation or economic downturn in
th e world econorny--bec ause the se~eri industrial nations at
the summ i t agreed to consider and discuss those riski in setting
domestic economic policies. Beyond that, the summit participants
continue to give lip service to free trade--but one of the major
disappointme nts was a weak statement acknowledging the 'problem'
of overl y -protected and subsidized agricultural markets. When
i t come s to ha rd cas ~ s, the will to pursue a clear course toward s
more open ma r kets s t i ll see ms to be lacking.
Bi~

(
f.- .
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Ma y 15, 1 986
TRADE TALKING POINTS

o While good news on the trade front is slow in coming,
exports of U.S. capital equipment and other goods are running
about 4% over the pace at the end of 1985.
If this trend
continues, we should see significant improvement in the trade
deficit before the end of this year.
o This positive shift is, in part, the result of past year's
decline in the value of the dollar. The dollar has fallen almost
35% from its peak in February 1985 against the yen, and since
last September's G-5 meeting it's fallen about 15% against a
basket of major currencies.
o I hope this turnabout continues--but there's more to trade
trends than exchange rates.
Even with the good news, we must
face facts:
the United States does not have a clearly defined
trade strategy or policies to carry it out.

~.

o We Americans believe that trade is an exchange of goods
and services -- a two-way street between businesses, states, and
countries. However, many countries are only too happy to sell us
their goods. But when it comes to buying ours, they say "No
thanks."
o

The truth is that most of us in Congress, as well as most
don't want to erect protectionist barriers to prevent
foreign goods from entering the United States. What we want is
access -- the opportunity to sell American products in overseas
markets.

businesses~

o In the past, the United States blinked at other countries'
trade barriers even though our markets are among the most open in
the world.
In view of the current U.S. political and economic
climate we can no longer afford this luxury.
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CONGRESS AND TRADE POLICY
o I have never seen stronger Congressi onal sentiment for
acting on the trade front.
My colleague s, including strong
advocates of free trade, are fed up with what they believe to be
basic unfairnes s.
o Trade already is and will continue to be a major political
issue in the 1986 and---r988 elections . Many in Congress are
already moving to gain early political advantage . Hundreds of
trade bills have been introduced to date. The stakes are high
maybe control of the Senate in 1986.
o Although there is a diversity of opinion among members of
Congress on how best to address the trade issue, there seems to
be a consensus that Congress must reassert its broad
constituti onal authority over trade policy. Under ·Article I of
the Constitut ion, the Congress is expressly vested with the power
to regulate commerce with foreign nations and to set tariffs.
Over the years, Congress has ceded to the Executive Branch the
primary role not only in implement ing these policies but also in
setting our overall trade policies.
o Last November a bipartisan group of my Senate colleague s
joined with me in introducin g a major trade initiative which
attempts to reestablis h our involveme nt.
Specifica lly, this bipartisan initiative addresses the
following objective s:
To insure systematic enforceme nt of existing trade laws
against foreign unfair trade practices :
To expand trade through market liberaliza tion:
To promote meaningfu l adjustmen t of import-im pacted
industries to new competitiv e condition s: and
To remedy misalignm ent of the dollar, developing
country debt, and disincent ives to U.S. exports.
In addition to this effort there are numerous sector-sp ecific
bills which the Congress may consider. Notable among them, the
so-called textile bill, which passed overwhelm ingly in both the
House and Senate and was vetoed by the President .
CANADIAN FREE TRADE AGREEMENT
o One more recent example of congressi onal determina tion to
become a more active partner on trade is the debate over the
Administr ation's proposal to begin negotiatio ns on a free trade
zone agreement with Canada.
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o The administr ation got its way.
On a tie vote, the
Finance Committee defeated a motion to put the negotiatio ns on a
slow track--in effect gutting the initiative .
But the
Administr ation came close to losing this one. There were a
number of senators unhappy about specific trade issues with
Canada, such as timber.
But there were others, Republican s
included, who are dissatisfi ed with the administr ation's failure
to be more aggressive overall on the trade front and to take
Congress for granted.
o The trade issue is not going to go away.
Members of
Congress recognize that America's trade policy is in a shambles.
And Congress seems prepared to pick up the pieces -- if you can
believe all the rhetoric.
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BUDGET TALKING POINTS

o On May 2, the Senate fulfilled its obligation under
Gramm-Ru dman-Holli ngs and approved a spending blueprint for
fiscal 1987 that meets the $144 billion deficit target.
o Ours was a bipartisan effort. 38 Republican s and 28
Democrats voted for the revamped Domenici- Chiles budget.
o And the budget we approved is an honest, straightfo rward
attempt to deal with economic realities -- not by making defense
a whipping boy and not by tax overkill.
o Unfortuna tely, the same cannot be said for the House
budget, which the House passed yesterday 245-179. The House
budget has a $138 billion deficit figure for 1987, but it was
achieved by gutting defense spending. This budget decreases 1987
spending authority to $285 billion from the administr ation's
original $320 billion request.
o Many think the Senate went too far when it reduced defense
to $301 billion -- but the House's $285 billion level is totally
irrespons ible and totally unrealist ic.'
o I hope that the House/Sen ate budget conferees will get
down to work soon, and quickly blow away the bogus defense
figures in the House budget so they can agree upon a realistic
and responsib le national security budget -- one Republica ns,
Democrats and the American people can accept.
o The Senate faced up to the promise it made to deficit
reduction when it passed Gramm-Ru dman-Holli ngs. We did not turn
our back on the budget process, we were not willing to roll the
dice and hope that the Goos will save us from sequester . Now,
it's up to the House to be responsib le as well.
o It is in every one's best interest to get a budget
resolution in place so that Congress can complete work on all of
its fiscal business, from appropria tions bills, to deficit
reduction , to tax reform.
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o The Senate's budget, though far from perfect, is a far
superior product than the House plan.
o First, our defense budget though $19 billion below the
administration's request, and below the level I would like to
see, is at least responsible.
o Second, unlike the House we made substantial reductions in
non-defense spending.
In 1987 alone, we saved an additional $8.7
billion in these programs -- and over the next three years, these
program reforms will yield $25 billion in savings.
o Finally, we reluctantly agreed to revenue increase of
$10.6 billion in 1987, $45 billion over three years. These
revenue increases could be handled without raising taxes. And
there is the possibility we could use a surplus from tax reform
for this purpose.
o With the exception of defense, I think the differences
between the House and Senate budgets are fairly narrow and should
be easy to resolve. The defense issue, is critical. however, and
the Senate leadership, including Senate Budget Committee Chairman
Domenici, have pl.edged to the President that we will do
everything in our power to hold to the Senate's defense spending
level.

;

·-.
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Th e De ficit and t h e Ave r age Ame ri c an
0

0

Unless we fol low a defic it r e duction path like that man dated
under Gramm-Ru d man , Ame ri ca n families will face either hi g h er
not to mention the r is k
interest rate s or h i g h e r inflation:
of a disastr ous n ew recess i o n throwing millions of
That is what the
breadwinn ers out of wo rk.
Gramm-Rud man-Hol l in gs initiative is all about.
Most economist s believe that enactment of deficit reduction
measures that eliminate the deficit by the end of the decade
will produce a dr op of a t least 1 percent in interest rat e s
over the short run an d 2 to 3 percentag e points over th e lo ng
relative t o wha t they otherwise would be.
term:
With a 2% drop in interest rates, the monthly payment
on a median priced home ($80,000) would go down by
about $100 a month.
Conversely , if we don't reduce the deficit ·to keep
rates as low as they are now, homeowner s could face
that large an increase- -or more-- in monthly payments.

(
:.:

A 2% drop in int e rest rates would mean an additiona l
$4,000 in income for the average wheat farmer with a
1,000 acre operation .
In 1985, the Federal Governmen t overspent to the tune
of $1,000 for every man, woman, and child in America.
This $1,000 per head of additiona l federal debt will be
one more burden for our children to repay in higher
taxes or higher inflation in the future.
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Interest on the Debt
The massive increase in debt has itself created one of the
largest and fastest growing component s of Federal
Constant deficits have put
spending- -interest on the debt.
fiscal policy on an end l ess treadmill of paying for the
irrespons ibility of previous decades:
o

0

o

(

In 1965, interest on the national debt cost $9 billion
By 1980, annual interest
and consumed 1.4% of GNP.
But the worst
costs rose to $52 billion--2 % of GNP.
was yet to come.
In 1985, interest on the national debt cost taxpayers
$130 billion--a lmost three times the level of five
This represents 3.8% of GNP, 13.5% of the
years ago.
entire 1985 budget, and a 1,450% increase in costs over
1965.
$130 billion is equal to the sum total of all Federal
spending from 1789--the founding of the republic- -to
It also equals total Federal outlays in 1966,
1936.
the entire defense budget in 1980, and twice the level
of medicare funding today.

But if we can adhere to the deficit-re duction goals we've set
for ourselves , I am very, very optimistic about the course of the
I think we take too much for granted what we have
economy.
strong growth without inflation. We can keep
achieved so far:
that going if we reduce the deficit substanti ally. The way is
open to economic performan ce unprecede nted in the postwar period
if we have the will to find it.
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May 6 , 1986
Finance Committee Tax Reform Bill
0

There will be only two rates for individuals:
This will cut the top rate almost in h a lf;

0

80% of Americans will have a top rate no higher than 15%;

0

This will be the lowest individual top rate since 1931.

0

Approximately 6 million of the working poor will be moved off
the Federal income tax rolls;

0

A family of four making up to $13,000, $530 above the poverty
line, will pay no Federal income taxes;

0

Fairness is restored to the tax system through tough antisheltering and minimum tax rules. While significantly
reducing Federal income tax rates, the proposal also permits
the following deductions:

!;~~:!

15% and 27 %.

Horne mortgage interest;
State and local income taxes;
State and local property taxes;
State and local personal property taxes;
Charitable contributions for itemizers.
The following benefits will be retained and/or increased:
Standard deduction for single, joint and head of
household taxpayers--increased;
Personal exernption--increased to $2,000;
$600 standard deduction for the elderly and blind;
Earned income tax credit for lower income
taxpayers-- increased;
Child care credits--retained.
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How is all of this paid for?
By closing corpora te loophole s and special tax
privileg es--appr oximate ly $105 billion;
By elimina ting the ability of individu als to avoid
paying taxes by using tax shelters --$50 billion; A
4-year transiti on rule applies to alleviat e shortterm disrupti on, and working interest s are not
subject to the passive loss limitati ons where an
individu al has unlimite d liabilit y.
By elimina ting individu al capital gain exclusio n-$220 billion; 71% of which is presentl y claimed by
individu als earning over $200,000 ; (The tax rate on
long-ter m capital gains will still be below the 28
percent maximum rate in effect before 1981.)
By imposing a stiff minimum tax on individu als and
corpora tions assuring that wealthy individu als and
profitab le corpora tions will have to pay some tax-$40 billion.
0

Making future IRA contribu tions availab le only to those not
covered by pension plans (other than social security )--$30
Individu als covered by a pension plan can still
billion.
make nondedu ctible IRA contribu tions and take advantag e of
tax deferra l on the income from his/her investm ent.

The proposa l sets a top corpora te rate of 33%, down from a top
rate of 46% under current law.
No changes are made to current law excise taxes.
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BOB DOLE
KANSAS

tinittd

~tatts ~m

tt

OFFICE OF THE MAJORITY LEAD
WASHINGTON, DC 20510

TO:
FROM:

Senator Dole
George Pieler

SUBJECT:

Talk to

_A~ erican

--

Supply Association

You are sche duled to talk to them at about 12:30
on Monday h May 19, at room SR-485..
The members are plumbing, colling, heating, and
wholesalers, mostly small family-owned businesses.
Primary interest is in your deficit-reduction efforts
and in tax reform. Bec aus e the members supply a lot
of materials to the real estate industry, they will be
concerned about some of the scare stories being circulated
by real estate people on the tax bill.

Attachments
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WASHIN GTON GOVER NMENT
AFFAIRS OFFICE
Suite 300
1919 Pennsylvania Ave., NW.
Washington , D.C. 20006
202/223-62 22

The Nilllonal Associ;i ti on
of Full- . ervtCP Pl um bing.
He2ling Coot1rig and Piping
Product!> Wholcsalt> rs
American Supply Association
20 N. Wacker Dr.
Chicago, Illinois 60606
3 12/236-408 2
Peter
Schwartz

Illinois Office:
Kent & O'Connor
880 N. Lake Shore Dr.
Chicago, IL 60611

w.

Executive Vice President

t

~1? / 9~A-~19

Patric k O' Connor c lled to say they wan
him
to do
speak
b utt o i f he
February /2:J8',, ?;})1986s r > ( )
cannot
thatat woth l Banqu
like eth im
s pe ak
at the aftern oo Sessio n whic h will b e h e ld
i ~~p,QJH-==l--E=l:~n to- 11-:=5tJ=p=:-m .

The Honorable Robert Dole
United States Senate

Washin gton, DC

20510

Dear Senato r Dole:

(

5

Q, ;f K

i)

On l1l~Y 19 and ?_O, the American Supply Associ ation will be holding its
"Capito 1 c1Ui)1-1 ash i ngton Conference" in Washing ton, DC. The As so ci at ion
woulo be -greatly-ho~ to have you as our feature d speaker for the
Conference. We would like to invite you to speak at the banquet vJhich will
be held the evening of May 19 at the Sherato n Grand Hotel.
The American Supply Associ ation is a nationa l associa tion of plumbing,
heating , cooling and piping wholes alers, with 2,000 members in all fifty
states. The member companies of the Associ ation are pr1mar1ly small,
family-owned busine sses. In the last several years, ASA and its members
have taken an active role in Washington on a number of issues affecti ng
members and the busines s community. In this regard, ASA has been stronglthe
suppor tive of your efforts to bring a halt to the federal budget defici t y
and to achieve meaningful tax reform.
The Associ ation w..ill assist with all the necessa ry arrange ments for your
speech and will prov1de an honorariu11L.oi_$2,000. I look forward to your
respons e to this reques t and hope that you will be able to partici pate in
tile Confere nce.
Sincer ely,

~~~

Washington Repres entativ e
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American Supply & Machinery
Manufacturers' Association, Inc.

I

1230 Keith Bu ilding
Cleveland, Ohio 44115-218 0
2161241 -7333 Telex 980-393
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October 21 , 1985

.11. •
(fl
., ~

Div

Mu s

H P. lADDS. JR

c.Mumbus Mcl4.1nnon Corp
Amllcrsl h T.

S W l Hl[l[

Honorab le Merlin P. Breaux
Special Assistan t to the Preside nt
Room 126
The White House
Washing ton, D.C. 20500
Dear Mr. Breaux:

~

On behalf of the Board of Director s of the America n Supply
& Machine ry Manufa cturers Associa tion, the National Industri al
Distribu tors Associa tion and the Souther n Industri al Distribu tors
Associa tion, I would like to extend an invitatio n to the Preside nt
to speak at the Opening Session of the 1986 Triple Industri al
Supply Convent ion at the Sherato n Washing ton at 9: 15 a.m. on
~ 19:.--198 6.
~ Cf:

16

This is the major meeting for the manufa cturers and
distribu tors who supply America 's industri al sector. The
Sherato n Washing ton Ballroom will be filled with 4,000 eo le,
marking t e 1rst 1me m over two
at our capital city
has hosted this event.

~\o~

\o

~

Our member ship is compris ed of a cross-se ction of America n
manufac turing and distribu ting compani es from the very large
corpora tions to family-o wned firms. Regardl ess of size, all of
them re~resent the entrepre neurial "can do" spirit that has
guided our nation. At the same time, they have always
recogni zed their obligati on to our country and the commun ities in
which they are located. A highligh t of our meeting each year is
the presenta tion of the America n Eagle Award to those member
compani es which have provide d their employe es and their
commun ities with program s and activitie s that promote the positive
aspects of our free enterpr ise system.

3M--Ablii: ~t 'tt S ,

Ctumn1 Products &

tndustu1! M1nt11 ls Croup

SI P1ul M,nn

°"'"'

OfN I UNiT
Black &
llllt Co

'""'°" Md

R. R. llGllT
...., Corp
Waoste1. Otuo

I have included some of the literatu re on the 1985 Triple
Conven tion to illustra te the outstand ing program we offer and to
give you addition al informa tion about the sponsor ing organiz ations
and their member ship.

ltOBERI C llltlllSIDlS
011t
DIV. If JS) Corp
Grand Hlvtn Mich
Wll I IAM ) fl ~ RI C K
W-1!\!Jf CcNp
P,!4l 1r1r UI

,,,__.,,

ROGfR ~. lHGMPSON
K•nn•dy Ml r. Co
V;in Wert Oh io

firafVb ......~n t

l O~VIO BcAcK
lhe A10 Co1p
Brya n. Oh .o

Second W'.::. ,.,......",

JAMI S 0 HOHM

V"monl lap & Die Co

01v of Ve1monl Ame11can Co1 p
Lyndon ville. VI

-

...."

JOHN l OeMONO
P1ern ion i..,,1 01 ill Co
Cry, 1a1 La+.t·. 111

ftNaurer

fJOYOl'i

~NOFRSO~
Co l um~" ' JolcK111non Loip

Amhml NY

.

...._...._,

CHARlf S M SI OCKINGfR
lhoma ~ A ~~ori atf~ . Inc.
Cleveland . Ohio
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We know and understand that the President can accept a
precious few of the thousands of invitations he receives. We are
hopeful, nonetheless, that the importance of the Triple Industrial
Convention, and our wholehearted support for President Reagan's
programs will prompt him to accept ours.
Very truly yours,

~o~~~
SIL/psk

Counsel

Enclosure
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HOWARD H. BAKER, JR.

Feb rua ry 11, 198 6

Dea r Don ,

r fav ora ble
I am wr itin g to enc our age you
t Pre sid ent Rea gan
con sid era tio n of a req ues t tha the 198 6 Ind ust ria l
add res s the ope nin g ses sio n of
6, at the She rato n
Sup ply Co nve ntio n, May 19, 198
e in
I bel iev e an inv ita tio n is on fil
Wa shi ngt on.
.
the Pre sid ent 's sch edu lin g off ice
ect ed to atte nd
Mo re tha n 400 0 per son s are exp a div ers e
ent
the con ven tion and the y rep resnuf act uri ng and
cro ss- sec tio n of Am eric a's mald be an aud ien ce, I
dis trib uti on com pan ies. It woua tun ed and mo st
bel iev e, tha t wou ld be we ll
nom ic me ssa ge.
rec ept ive to the Pre sid ent 's eco
rec iat ed.
You r con sid era tio n is gre atl y app
Sin cer ely ,

The Ho nor abl e Don Reg an
The Wh ite Hou se
205 00
Wa shi ngt on, D.C .
bee :

Mr. She ldo n I. Lon don

___
_ _ _. __ _ _ _ _ _
___________
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