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BOB DOLE
KANSAS

llnittd ~tatts ~matt

June 13, 1986

FROM:

George/Dale

SUBJECT:

Speech to Grocery Manufacturers Association,
Monday, June 16, at the Greenbriar

They expect you to speak for about 10 minutes,
and have the rest of the time available for questions
and answers. John Bryan from Sara .Lee will moderate.
They are interested in a wide variety of topics,
not all of which can possible be covered in the time
you will spend with them. Main focus probably will
be on the budget, tax reform, trade, and superfund.
Talking points on these issues are attached.
Other matters the GMA people indicated they might
raise are Gramm-Rudman (what happens if the Supreme Court
rules that parts of Gramm-Rudman are unconstitutional);
international finance/third world debt; foreign policy,
include Star Wars and the SAL·T iI decision; hunger
and nutrition; and industrial policy. Brief discussions
of these issues are also attached.
Of course, there will also be considerable interest
in your political prognosis for 1986 and beyond.
Attachments
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June 16, 1986

BUDGET TALKING POINTS
o Congress should have completed work on a 1987 budget
resolution by April 15. By June 15, yesterday . we should have
wrapped up the so-called reconcilia tion bill, which would
implement the deficit reduction s mandated by the budget.
o Missing deadlines is nothing new for Congress, budget
deadlines have routinely been ignored. But if House/Sen ate
budget conferees fail to come to some resolution over differenc es
in spending priorities for 1987 soon, there will be serious
fallout -- not only for the functionin g of Congress -- but for
the nation as well.
o This is the first year we are operating under the
Gramm-Ru dman-Holli ngs balanced budget law. And under that law,
if Congress does not devise its own plan to cut the deficit -- to
$144 billion in fiscal 1987 -- then automatic spending cuts will
take effect. These cuts, with few exception s like Social
Security, are across-the -board. No priorities -- just the ax.
o The Senate and the House have both approved budget
resolution s -- resolution s that would meet the
Gramm-Ru dman-Holli ngs targets.
In the context of a $1 trillion
budget, the dollar difference s between the two versions may seem
small. But in a policy sense they are substantiv e.
o For instance, the House budget would provide $15 billion
less in spending authority for defense programs in 1987 than the
Senate's budget.
o While the House purported ly cuts domestic programs more
than the Senate in 1987, over three years the Senate's budget
achieves $20 billion more than the House. And the House savings
come from some questiona ble sources. The sale of governmen t
assets, user fees, and heavy hits in foreign aid, energy,
transport ation, space and science programs.
o Another major discrepan cy involves revenue increases . The
House and Senate claim the same overall revenue increase. But
the House establishe s a reserve revenue fund for deficit
reduction . My position has been that we could resolve the
revenue issue with the blip in revenue increases resulting from
the tax reform measure. Not everyone agrees with me however.
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o And as a result, defense and revenues could become the
stumblin g block over which the budget fatally falters.
I hope
not. Congress has too much at stake -- its very ability to set
spending and taxing prioriti es.
The country has much at stake as well -- not only the fate of
a few favored programs
but the continue d health and well being
of the economy depends on addressi ng the deficit in a wise and
even-han ded manner.
·
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Tax Refor m in the Sena te
o

The U.S. Sena t e is abou t to do the coun try proud
by produ cing
the most far-r each ing tax refor m bill in histo
ry:
the
Finan ce Comm ittee appro ved it by an overw helm
ing 20-0 vote.
They said we coul dn't beat the spec ial inter ests-the y were
wron g.

o

Tax refor m in the Sena te mea ns the lowe st incom
e tax rates
since 1931.
The new rat es are 15% up to $29,3 00 in incom e
(join t retur ns), and 27% above that incom e leve
l.
On the
corp orate side, the rate is 33%.

0

;.:-

o

It also mean s sign ifica nt tax redu ction s for
work ing peop le
in Amer ica, part icula rly the lowe st-inc ome wage
-earn ers.
6
milli on low-i ncom e Amer icans will be taken off
the
tax
rolls
comp letel y as a resu lt of tax refor m.
The perso nal exem ption
will go up to $1,90 0 in 1987 and $2,00 0 in 1988
.
The
stand ard dedu ction will go up to $5,00 0 for joint
retur ns.
Taxp ayers with incom es of $10,0 00 or less get
a 62% tax
redu ction ; betw een $10,0 00 and $20,0 00, an 18%
tax redu ction ;
betw een $30,0 00 and $40,0 00, a 5% redu ction ;
and betw een
$40,0 00 and $50,0 00, a 6.5% redu ction .

0

Thes e low, low tax rates are made poss ible by
a majo r
crack down on unju stifi ed tax shel ters for the
rich, and by
elim inati ng many dedu ction s, exem ption s, cred
its, and the
like.
But mortg age inter est, char itabl e cont ribut ions
, and
State and loca l incom e and prop erty taxes rema
in fully
dedu ctibl e.
The casu alty loss dedu ction will rema in subj ect
to a 10 perc ent floor and the medi cal expe nses
dedu ction will
be subj ect to a simi lar floor .

o

A stiff new minim um tax ensu res that no weal thy
indiv idua l or
corp orati on can avoid payin g their fair share
of tax.

o

In addi tion, the Sena te has voted to do ever ythin
g poss ible
in Conf erenc e to resto re some dedu ction s for
all IRA
cont ribut ions and for State sales taxe s.

Prod uctiv e for the econo my
o

This bill achie ves, in a big way, the majo r econo
mic goal of
tax refor m:
estab lishi ng a 'leve l playi ng field ' by takin g
the juice out of spec ial tax brea ks.
If we can get this bill
signe d into law, peop le will be able to make
their finan cial
and econo mic decis ions with out worr ying so much
abou t tax
cons eque nces --and that 's a very heal thy thing
for the
econo my.

o

In addi tion, the Sena te bill crea tes a much heal
thier clim ate
for inves tmen t and prod uctiv ity than the Hous
e-pas sed bill.
Depr eciat ion allow ance s are more real istic , and
more neut ral
amon g vario us indu strie s than unde r the Hous e
bill.
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o

Simply put, lower tax r a t es f o r a ll taxpay ers are bound to
take the premium out o f pl a nning your finance s for the
purpose of t a x a void a n ce . And g e tting rid of some longstandin g tax diff e r e n t i a ls--lik e capita l gains rates,
deduct ions for mo s t int e r es t p a ym e nts, a nd droppin g the
investm ent credit- -adv a nc e s th e s a me goal.
From now on,
straigh t mark e tpl a c e judg me nt is what counts most--n ot
creativ e tax a c co unti ng .

La st step in th e proc e ss
0

The new high-w ater mark on tax reform represe nted in the
Finance Commi ttee bill is the culmin ation of years of hard
work in reducin g and stabili zing tax rates and broade ning the
tax base.
The groundw ork for tax reform was laid in 1981
when, under my Chairm anship, the Finance Commit tee led the
way for Preside nt Reagan 's tax-rat e cuts and initiat ed tax
indexin g to keep those lower rates in place, regard less of
inflaio n.
~~

o

The next step was to resort to closing loopho les, improv ing
compli ance, and removin g specia l prefere nces as a way to
raise revenu e, rather than re-imp osing high tax rates on
working Americ ans.
That was done in both 1982 and 1984 under
the Dole Finance Commi ttee.

o

The net effect of this was to point the way to a lower- rate,
broade r-based , fairer and more produc tive tax system.
Tax
indexin g and accele rated deprec iation were sort of like the
Gramm- Rudman of the tax code:
they force us to make choice s
we ought to have been making all along, and to face the fact
that our tax code had become a maze of specia l prefere nces
and privile ges that had outlive d their usefuln ess.

0

Now let's finish the job:
all Americ ans.

and achieve true tax reform for

Issues for Confere nce
o

There are many good feature s in both the Senate and House
bills.
We can draw on both to achieve true tax reform, so
long as we keep our eye~the goal of getting rates as low
as possib le.

o

In additio n to IRA's and State sales taxes, there will be
intere st in smooth ing out the revenue impact of the bill over
5 years, the treatme nt of capita l gains in 1987, and the
distrib ution of benefi ts from tax reform.
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Ta x Rates
o

0

' .. ·~

The individual tax rates in the Finance Committe e bill are 15
80 percent of families will be in the 15
and 27 percent.
bracket.
percent
To take some of the juice out of the tax rate reduction for
wealthier taxpayers, the tax breaks from 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

0

The benefit of the 15 percent rate bracket is cut back for
taxpayers filing joint returns who have incomes over $75,000.
This is done by a gradual phase-in, so the dollar benefit of
the lower rate doesn't disappear completely until the
taxpayer has more than $145,320 in income.
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.

o

However, the way it is drafted gives commentators an
opportunity to say that the "marginal" tax rate for families
between $75,000 and $145,320 is 32 percent instead of 27
percent.

o

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 well 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

The Committee bill phases out the personal exemption for
families between $145,320 and $185,320.

o

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

o

the rate is
Howe ver, for taxpa yers in this incom e range ,
curre nt law,
in
sign ifica ntly less than the 50 perce nt rate
t and passe d by
as well as the rates propo sed by the Pres iden
the Hous e.
raise s the
Some will argue that the Finan ce Comm ittee bill
I can
tax rate on long- term capi tal gains too much .
the bene fit
of
nt
perce
70
over
but
unde rstan d their conc ern,
indiv idua ls
from the capi tal gains exclu sion is taken by will have a tax
These taxpa yers
makin g over $250 ,000 a year .
ld be suff icien t .
shou
That
ent.
perc
27
rate of

.. ; .
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Individual Retirement Accounts
o

0

o

0

d..

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.
remain tax-deferred until it is withdrawn from the IRA.
Of
The Chafee amendment cost $1.6 billion over five years.
years,
the
course, since the "inside buildup" will grow over
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
In addition, the full Senate has pledged its
altogether.
conferees to work for further restoration of IRA deductions
in conference with the House.

Misconceptions
o

Individuals who now have IRA's will be able to keep the
amounts they have already invested without any change in tax
They will also be able to contribute up to $2,000
effect.
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.
will remain tax-free until they
IRA
amounts invested in an
are withdrawn from the IRA.

o

There has been much discussion about the loss of the
Two things seem to have been
deduction for some individuals.
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
With the low rate, double personal
worth only $300.
exemption and larger standard deduction, virtually all these
taxpayers will have a substantial tax cut despite the loss of
Of course, many people do not contribute
an IRA deduction.
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the maximum $2,000 and the deduction is even less important
for them.
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
That feature is still retained in every case.
of view.

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.

0

o

40l(k) plans are equivalent to IRA's in tax effect except
I expect
that the maximum annual contribution is $7,000.
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.
If I am right on this, we basically have a fight not about
the level of retirement savings, but about who holds these
Will it be the banks and insurance companies who
savings.
administer pension plans or the banks, mutual funds, and
other financial institutions who sell IRA's?
Who Takes the IRA Deduction
(Percentages Rounded)

:

I.

Adjusted
Gross Income
(1983 figures)
Below $10,000
$10,000-$19,9 99
$20,000-$29,9 99
$30,000-$39,9 99
$40,000-$49,9 99
$50,000-$74,9 99
$75,000-$99,9 99
$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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Sales Tax Deduction
o

0

·= '·

...

,: ·.:.·

0

The total repeal of state and local taxes would have raised
approximately $160 billion over 5 years against the rates in
the Finance Committee bill.
Repeal of the sales tax raises
$17 billion over the same period.
Therefore, it is fair to
say that substantially all the state and local tax deduction
has been retained.
I strongly supported this historic tax reform bill despite
reservations about the loss of the sales tax deduction.
Obviously I care a lot about the people of Kansas:
and
Kansas gets over 23% of its tax revenue from general sales
tax.
But to look only at the sales tax issue would really be
letting the tail wag the dog.
This tax package provides
dramatic relief for individuals, and the potential for a big
boost to the economy as a whole.
Leaving people with much
lower marginal rates, more pocket money, and better job
opportunities is bound to make the task of raising revenue at
least somewhat easier for State and local governments.

o

Also on the plus side for State and local governments, those
States that copy the Federal income tax base can get a
substantial revenue boost from the extensive base-broadening
measures included in the tax reform bill.

o

Nearly all individuals use the sales tax table:
rather than
actually keeping sales tax receipts throughout the year and
counting them up when they are ready to prepare their
returns.
This means that States and localities should not
expect any significant change in buying patterns and,
therefore, no significant change in sales tax revenue.

o

I supported retaining the full State and local tax deduction
when we were talking about a maximum rate of 35%.
However,
with a maximum rate of 27% and 80% of individuals in the 15%
bracket, the sales tax deduction is less important.

o

The top rate of 27% is so important, Senators have to find
other revenue-raisers to pay for restoring any deduction.
No
one in the Senate found a way to do that for the sales tax
deduction--it's not easy.
But we did pledge to work in
conference for a better deal for State sales taxes.
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Tax Reform and Real Estate
• There has been a lot of t~lk about the impact of tax
reform on the real estate industry. The important thing to
remember is that tax reform doesn't touch the most important
tax breaks that benefit real estate: the mortgage interest
deduction for first and second homes, and the capital gains
rollover for sale of a principal residence (as well as the
capital gains exclusion for those over SS).
• In the period 1986-1990, these tax benefits-- together
with deductibi lity of property taxes on o~ner-occuppied homes-total a revenue loss of $,285 billion under current law;
None of these bene·fits is : ~aken a\fay ·; tmder· the Finance Committee
tax reform bill.
· ·'
,. ··
·
.·
·

::-~

:'·.1.. :-

• Of course, i~ is true that lowering tax rates dramatica lly
reduces the benefits from existing tax privileges . But that,
after all, is the whole point of tax reform: · to return
to a tax system that is simple,r,·. f~ire.r., and protects the average
taxpayer in preference to thos·~ ·who~·can etj>l6i t special tax breaks'!
.. .

..~ .

~-~

~

;~

:.

r"!'t::~

• The much lower rates in the Senate bill--15\ and 27\-automatic ally take a lot of the juice out . of .. tax shelters, . by
reducing the after-tax . benefit of investi~g in a '. slle~ ter. > ·' , ;· . ··
All we've done is go one step furthe.r, · and explicitly\ limitt; . ; .
those tax shelter activities we think lack economic Justificat ion.
•

~-~

r : . : ~ ~ ~ r~

. :-.

That's the new limit on passive ro·ssesf·~;:.we ,don'·t let you
use losses from inacti.ve investmen ts to '. .offset••inc ome from
other sources. Whyr . So we can discoifrage pntelyc-tax -·motivated
transactio ns, and ensure that investment sdare-mad e based on
their real economic merit. That's good for the economy . as a
whole, including . the real estate sector.
• The real estate industry itself is divided on the . issue of
tax reform. A number of major developer s--includi ng Oliver Carr,
one of the biggest developers in Washington D.C.--have endorsed
the Senate tax reform bill, because they hope . it will reduce
wasteful overbuildi ng and help target constructi on to where the
marketpla ce dictates.
• Whenever you make major changes like this tax reform,
you are bound to upset a lot of people who have relied on the
old rules. Real estate investors are not alone in this. But
it was that concern which led me to press for a phase-in of
the new passive loss limitation s over a 4-year period. The door
is not, of course, closed to further changes if an equitable
case can be made--we'r e willing to talk, and everyone expects
the conferenc e committee to address many of these concerns .
c019_043_007_all_A1b.pdf
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• No dou bt abo ut it, tax
to rea rra ng e the ir inv est me ref orm wi ll for ce a lot of peo ple
rul es for rea l es tat e- -m ovi nts . Eve n the cha nge in de pre cia tio n
and 31 1/2 ye ars for co mm ng up to · Z7 1/ Z ye ars for res ide nti al
wi ll try to make the tra ns erc ial --w ill hav e some im pac t. We
rem em ber tha t if we did n't iti on as sm oot h as po ssi ble , bu t
we wo uld n't be tal kin g abo hav e to up set some ap ple ca rts ,
ut tax ref orm in the fir st
pla ce.
• Fin all y, not re tha t the Fin
anc e Co mm itte e bi ll kee ps in
pla ce the cre dit for reh ab
ili
tat
ing
old er pro pe rti es (al tho ug h
at a red uce d rat e) and cre ate
s
a
new
cre dit for low com e ho usi
No one is clo sin g the doo r
ng .
an tax -fa vo red rea l es tat-in
e inv est me nt.

. . ... . . ~

~.:.- .

.

·.

... ..

) :·.·

':· :1
.
•

..

..
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Finance Committee Tax Reform Bill
o

There will be only two rates for individuals:
This will cut the top rate almost in half:

o

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

o

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
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:
., . ·: ... -·
:
......·:.. ..· .. . .: -.. :·.. ··:_"'_ ._ .:. ..
•. :·

··.~

~

Home mortgage . ~nterest 1 .
..

-

.

· ·~·

State and local"'. tn~o~~-

15% and 27%.

abo~

the poverty

~

·taxesf
.

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 exemption--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 corporate loopholes and special tax
privileges --approxim ately $105 billion:
By eliminatin g the ability of individua ls to avoid
paying taxes by using tax shelters-- $50 billion: A
4-year transition rule applies to alleviate shortterm disruption , and working interests are not
subject to the passive loss limitation s where an
individua l has unlimited liability.
By eliminatin g individua l capital gain exclusion -$220 billion: 71% of which is presently claimed by
individua ls earning over $200,000: (The tax rate on
long-term capital gains will still be b.~low the 28
percent maximum rate in effect before 1981.)

\1i~

···::·""

By imposing a stiff minimum tax on individua ls and
corporatio ns assuring that wealthy individua ls and
profitable corporatio ns will have to ( pay some tax-$40 billion.

~·

;i:,Jt::

···.··•
'

.;~

0

Making future . IRA contributi ons avail.able only to those .not.
covered by pension plans Cotner than . s?Cial security)--:~30 . .
billion.
Individua ls covered by a pension plan can still · ·
make nondeduct ible IRA contributi ons and take advantage of
tax deferral on the income from his/her investmen t.

The proposal sets a top corporate 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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o

the value of the tax-deferral on the income earned in
IRA's is the most significant feature from a tax-saving point
of vi~w~ 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.

0

40l(k) plans are equivalent to IRA's in tax effect except
that the maximum annuai contribution is $7,000.
I expect
that, if the Finance Committee's IRA rules are included in
the .leqislation sent to the President, the rate of new 40l(k)
pla:ns will accelerat.e.

0

If I .am ri9ht on this, . we basically have a fight not about
the level of retirement' savings, but about who holds these
aavlnga. 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?

Second~

Who Takes the IRA Deduction

•

(

(Percentages Rounded)

~djust~

Gross ·Income
(1983 figures)
Below $10,000
$10,000-$19,999
$ 2.0 I 000-$ 29 I .9 99
$30,000-$39,999
$40,000-$49,999
$50, 000·· $74, 999
$75, 000-$99, 99.9.
$100,000 and up

Perce.n t
of All Tax
Returns
36.0\
25.6
16.8
10.8
5.3
3.7
.8

.a

·.:•:

. -~. .· ·. :·: .._-;.:. _; -

:~~-- .... ~~. .. ~ .. ·: \ . .·

·::Percerit' ' :• ··~
of All IRA .
Deductions
3.2\
11.2
18.7
21.1
17.4
18.0
5.2
5.1

,~ ;
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Trade:

The I-lou s e -Bill

• The House-p assed trade bill may have started out as
a good-fa ith effort, but what emerged on the House floor
is guarante ed to turn back the clock on years of progress
towards freer, more open internat ional markets.
It's
a job-kill er, not a job-pro tector. Tip O'Neill is more
interest ed in manufac turing an election -year issue than
in .- really addressi ng the t~ade problems of American
manufac turers and farmers .
• The House bill doesn't give the Presiden t new tools
for dealing with unfair trade practice s: it ties his hands
in ways that are guarante ed to provoke retaliat ion against
American produce rs--inclu ding our hard~pressed American
farmers . The House would require the Presiden t to:
·'··

-retalia te against alleged trade violatio ns,
-retalia te so as to cost the perpetra tor of the trade
violatio n an amount equivale nt to the measured cost
of the violatio n to the U.S.,
-retalia te against countrie s with 'unreaso nable' trade
practice s, defined to include labor policies of those
countrie s,
-negotia te with major trading partners that have
"excessi ve trade surpluse s" with the U.S., and
impose quotas or tariffs unless a 10% reductio n
per year is achieved .
~
The House bill also creates new expedite d procedu res
for protecti ng U.S. industri es against imports, broaden
the definiti on of "dumping " that hurts U.S. industri es,
and allow duties to be imposed on "diversi onary dumping"
(when products are dumped into a third country, then
incorpo rated into a product headed for the U.S. market).

• Now, there is nothing wrong with being tough on
unfair trade practice s, dumping, nontari ff barriers , and
all of that. Senate Republic ans took the lead in pointing
our the need for a tougher U.S. bargaini ng stance. And
we're still taking the lead: for a stronger trade position
that will open markets to American goods and services ,
not shut doors all the way around.
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s What the House bill does, then, is cloak protectionist
gimmicks that will backfire on the U.S. in the rhetoric
If we really want to
of a "get-tough" trade policy.
get tough on trade, first we have to get smart.
A wise trade policy starts off by recognizing that
•
the U.S. has the most to lose from a collapse of the
No one needs to explain that to
world trading system.
American farmers, whose sales abroad have fallen by
from $43.8 billion to $28
one-third over four years:
billion.
·.-(·

A Better Approach
• Without a more realistic value for the dollar against
the currencies of our major trading partners, no legislation
So our first job
on trade can have much of an impact.
is to support the G-5 initiative that has succeeded in
moderating the value of the dollar: it's fallen more
than 35% from its 1~85 peak against the yen. And we
can support the dollar initiative by following through
on U.S. commitments to reduce the budget deficit and
implement a tax reform that will improve the productivity
So that's number one.
of American producers.
Second, we should carry forward the Reagan economic
•
revaluation by pursuing policies that make our economy
work better--because that makes our producers second-to-none
That means following a
in international competition.
low-inflation, low-interest rate policy, keep cutting back
unneeded regulatory barriers, and limiting government
interference in the domestic economy.
• Finally, any legislative initiative on trade should
emphasize quick response to truly unfair trade practices
Where we're
that cut U.S. exports out of foreign markets.
really being discriminated against, let's encourage the
President to keep hammering away until we get some results.
Again, the key is to open markets to the U.S.--not to hurt
U.S. consumers with a blanket shut-out of foreign competition.
We can also review existing trade preferences that may
•
have become obsolete given the shift toward Third World
producers; streamline procedures for pursuing anti-dumping
cases against nonfree,State-run economies; and give the
President new tools for promoting exports.
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June 3, 1986
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--b ut 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
businesses, don't want to erect protectionis t barriers to prevent
foreign goods from entering the United States. What we want is
access -- the opportunity to sell American products in overseas
markets.
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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- 2 CONGRESS AND TRADE POLICY
o
I have never seen stronger Congressional sentiment for
acting on the trade front.
My colleagues, including strong
advocates of free trade, are fed up with what they believe to be
basic unfairness.
o Trade already is and will continue to be a major political
issue in the 1986 and---Y-988 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
constitutional authority over trade policy.
Under Article I of
the Constitution, 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 implementing these policies but also in
setting our overall trade policies.
o Last November a bipartisan group of my Senate colleagues
joined with me in introducing a major trade initiative which
attempts to reestablish our involvement.
Specifically, this bipartisan initiative addresses the
following objectives:
To insure systematic enforcement of existing trade laws
against foreign unfair trade practices;
To expand trade through market liberalization;
To promote meaningful adjustment of import-impacted
industries to new competitive conditions; and
To remedy misalignment of the dollar, developing
country debt, and disincentives to U.S. exports.
In addition to this effort there are numerous sector-specific
bills which the Congress may consider.
Notable among them, the
so-called textile bill, which passed overwhelmingly in both the
House and Senate and was vetoed by the President.
CANADIAN FREE TRADE AGREEMENT
o One more recent example of congressional determination to
become a more active partner on trade is the debate over the
Administration's proposal to begin negotiations on a free trade
zone agreement with Canada.

Page 19 of 32
c019_043_007_all_A1b.pdf

This document is from the collections at the Dole Archives, University of Kansas
http://dolearchives.ku.edu

-

3 -

o The adminis tration got its way.
On a tie vote, the
Finance Committe e defeated a motion to put the negotiat ions on a
slow track--i n effect gutting the initiati ve.
But the
Adminis tration came close to losing this one.
There were a
number of senators unhappy about specific trad e issues with
Canada, such as timber.
But there were others, Republic ans
included , who are dissatis fied with the adminis tration's failure
to be more aggressi ve overall on the trade front and to take
Congress for granted.
o The trade issue is not going to go away.
Members of
Congress recogniz e that America 's trade policy is in a shamble s.
And Congress seems prepared to pick up the pieces -- if you can
believe all the rhetoric .
AGRICULTURE AND TRADE
o Agricul tural trade is vital to the economic health of rural
America and the Nation.
20 million jobs and 20% of our economic
activity can be tied to the farm sector. Low farm prices are one
of the primary reasons for the low inflatio n being enjoyed by
other American s as well as foreigne rs.

~j

'1"..:.

o I am especia lly sensitiv e to the importan ce of world
markets to U.S. farmers.
U.S. agricult ural sales have fallen by
over one-thir d in four years:
from $43.8 billion in 1981 to $28
billion in 1985.
o Problems facing ag exports have included :
--reduce d buying power and increase d food producti on in
developi ng countrie s. These trends are tied to long-ter m
economic trends, and will not change soon.
--the relative ly high value of the dollar in 1981-85. With
the 30% decline in the dollar since a year ago, U.S. sales
should improve somewha t. However, many of our competi tors
either trade in dollars or tie their currenc ies to shifts in
the dollar's value to prevent losing market share.
--U.S. price supports have been above world market levels.
This has been addresse d through the lower loan rates in the
1985 farm bill.
However, these 15-25% reductio ns will not
be effectiv e until the 1986 harvest begins (June for wheat;
Septemb er for feedgrai ns and soybean s).
Current "old crop"
prices are signific antly higher than "new crop" prices later
this year.

...

--govern ment-as sisted competi tion. The EEC's use of export
subsidie s is only the most blatant example of governm ent
interven tion in farm exports. Others have used (and are
using) various producti on, processi ng, and ocean freight
subsidie s or allow domestic hyperin flation to underpr ice
their exports.
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- 4 --lack of a coher ent U.S. trade policy .
Food has been used as
an econom ic and politi cal weapon by Admi nistra tions of both
partie s, either by cuttin g expor ts off in embarg oes or by
discri minat ing in the applic ation of subsid ies. U.S. refusa
l
to offer Expor t Enhanc ement Progra m (EEP) bonus comm odities
across -the-b oard has cost sales to friend s (Korea , Brazi l)
as
well as globa l adver saries (Sovie t Union, PRC).
o The Reagan Admi nistra tion has launch ed a more seriou s
effor t to count er unfair trade practi ces.
Lyng and Yeutt er met
their EEC count erpart s (Andr eissen and de Clerq) in Paris last
week to make clear that the U.S. will not accep t the new EEC
restri ction s on farm trade with Spain and Portu gal.
If
restri ction s are impos ed, the U.S. will offse t the value of
lost
sales of wheat , feed grains and soybea n produ cts throug h paral
lel
restri ction s on EEC agric ultura l expor ts.
o We do not want to get into a farm trade war. We would like
to norma lize ag trade by elimin ating subsid ies now allowe d
under
GATT. The EEC has refuse d to put ag subsid ies on the agenda
for
the new GATT round ever since the last Minis terial meetin g
broke
down in Novem ber 1982. We canno t start new negot iation s witho
ut
ensuri ng that this issue will be addre ssed.
The Presid ent is
expec ted to addre ss this questi on at the Tokyo Summi t next
week.
o I have urged the Admi nistra tion to consid er settin g annua
targe ts for the volum e or value of farm expor ts in 1986, 1987, l
and 1988. This would introd uce a needed eleme nt of
accou ntabil ity into evalu ating our expor t perfor mance ,
partic ularly as it relate s to the result s of our domes tic
farm
progra ms.
It would also be recog nition that the U.S. must accep t
a more active role in compe ting for agric ultura l expor ts as
long
as other govern ments contin ue to active ly interv ene in
intern ation al trade.
o When a farmer is threat ened by bankr uptcy or a proce ssing
plant is in dange r of closin g down, the men and women whose
lives
are depen dent on those ventu res are not intere sted in the
compa rative advan tages of free trade or in how the EEC subsid
izes
its expor ts -- they want the Govern ment to prote ct their jobs.
CONCLUSION
o The clock is tickin g. Tickin g for our tradin g partn ers
throug hout the world , who need to take some decisi ve action
soon.

..

: ·

o The clock is also tickin g here at home. We must do
someth ing quick ly, on two fronts .
We have to get our defic its,
and our dolla r, under c o ntrol. And we must set up an effec
tive
mecha nism to deal with trade issues on a compr ehensi ve basis
.
If
we ignore the proble m any longe r, we put at risk our own
prosp erity and our role as the engine of globa l econom ic
progr ess.
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June 13 , 19 8 6
Groce ry Manu factu rers Asso ciatio n/Sup erfun d
• The GMA did yeoma n surf ace in fight ing the
impo sition of a VAT or VAT- type tax to pay for
Super fund. I suppo rted you all the way on that- and we won. No one is serio usly conte mpla ting a
broad new tax like the VAT which could grow comp letely
out of bound s in the years ahead .
• Now, I know many 6f you are conce rned about ,
and proba bly oppos e, the so-ca lled Earni ngs and Profi ts
tax which the House propo sed to the Senat e as part of
a possi ble Super fund finan cing packa ge.
• I under stand that conce rn, and I know there
is much discu ssion of a possi ble excep tion from any
E & P tax for food produ cts. . That is a propo sal we
will take very serio usly. But we do have to reach
agree ment on a Super fund packa ge this month , in my
view, and I wan.t to sugge st why this "new start er"
for a fundi ng mecha nism may be accep table .
(Note : Lee Thomas has said EPA can squea k throu gh
June with curre nt funds , but would have to under take
shutd own opera tions in early July) .
• First , we will never rely on any tax like the
E & P tax to fully -fund hazar dous waste clean up. It's
clear that we need a packa ge of misce llane ous, and
se, ·
reven ue sourc es for the progr am. That way we minimdiver
ize
the impac t on any one indus try or secto r of the econo my,
and on the publi c as a whole .
• We are talkin g about a fundi ng plan that invol ves
the curre nt chem ical feeds tock taxes , some incre ase in
the oil tax, a bit of gener al reven ues, inter est and
recov eries from parti es respo nsibl e for waste probl ems,
and possi bly (if the House gets its way) some form of
a waste -end tax. What ever's left over would be cover ed
by the E & P tax, if we agree on that.
• An E & P tax doesn 't creat e a whole new tax base,
as a VAT would . It relie s on known incom e tax conce
pts,
and it's not reall y a ·new tax like a VAT. I'm convi nced
we can and will keep it under contr ol if it's adopt ed.
• Obvio usly I still belie ve in the 'poll uter pays'
princ iple. We'll adher e as close ly as possi ble to that
conce pt in any Super fund packa ge. But the real probl em
is the size of the Super fund being propo sed-:- --$8.5 billio
n
over five years . There just aren 't enoug h ident ifiab
le
pollu ters to foot that bill. So if we can't keep the
progr am size down, our respo nsibl ity is to minim ize the
burde n on the rest of the econo my. I think we'll come up
with a packa ge that does that.
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THIRD WORLD DEBT
o
The best thing we can do for Third World countries with
debt problems is to work for lower world interest rates.
There
is room for the Federal Reserve to move further in this
direction .
The American economy and the world economy will, on
balance, benefit from further reductions in interest rates.
o
With inflation low, growth rates less than we want, and
plenty of unused productive capacity, a strong case can be made
for another cut in the discount rate.
Just consider all of the
problems such a move could help solve.
o
Any more towards lower interest rates can help boost our
economy and reduce the deficit as growth picks up.
And the
interest-s ensitive farming and manufactu ring sectors can use all
the help they can get.
Lower interest rates also reinforce the
new realism in the valuation of the dollar:
surely the most
important weapon in our battle to reduce the trade deficit.
What
is more, another drop in world interest rates can help relieve
the excessive debt burdens of many of our friends and allies in
the third world, and spur the economic growth in Europe and Japan
that many believe is the key to a better balanced system of world
trade and finance.
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SALT COMPLIANCE

o

PRESIDENT HAS MADE RIGHT DECISION.
-- I MIGHT HAVE DONE SAME THING EARLIER.

o

FUTURE DECISIONS ON ARMS MADE ON THREE CRITERIA:
OUR DEFENSE NEEDS.
WHAT STRATEGY WILL GIVE US BEST CHANCE FOR
ARMS REDUCTIONS IN GENEVA.
WHAT SOVIETS ARE DOING:
SERIOUSNESS IN GENEVA.

VIOLATIONS AND

COMMITING OURSELVES UNILATERALLY TO SAL~ II LIMITS IN
FACE OF SOVIET VIOLATIONS MAKES NO SENSE.

o

DOESN'T PROTECT OUR NATIONAL SECURITY.
DOESN'T HELP CAUSE OF ARMS REDUCTIONS.
o

SOVIET VIOLATIONS MASSIVE AND ON-GOING.
AT LEAST EIGHT MAJOR VIOLATIONS, MAYBE AS MANY AS 11.
TWO MOST IMPORTANT:
BUILDING SECOND NEW ICBM (MOBILE SS-25).
ENCRYPTION OF TEST DATA.

o

U.S. WILL CONTINUE TO EXERCISE RESTRAINT.
WILL NOT "BREAK OUT," I.E., TRY TO GAIN
UNILATERAL MILITARY ADVANTAGE.
WON'T BUILD MORE WEAPONS THAN SOVIETS.

o ONE THING SURE: SOVIETS MAKE THEIR NATIONAL SECURITY
DECISIONS BASED ON SELF-INTEREST, NOTHING ELSE.
IF IT SERVES THEIR INTERESTS, THEY WILL VIOLATE
ANY TREATY.
SIGNATURE MEANS NOTHING.
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UN CHARTER; PEACE TREATIES WITH HUNGARY,
CHECHOSLOVAKIA, AFGHANISTAN (THEN INVASION);
HELSINKI ACCORDS; ABM AND SALT TREATIES.
SO UNILATERAL U.S. ADHERANCE TO SALT II DIDN'T
RESTRAIN RUSSIANS.
AND PRESIDENT'S DECISION WON'T NECESSARILY MEAN
ARMS RACE.
o

BALL IS IN RUSSIANS' COURT.
IF THEY DISCONTINUE VIOLATIONS AND NEGOTIATE
SERIOUSLY, CHANCE FOR REAL ARMS REDUCTIONS.
IF THE CONTINUE VIOLATIONS AND PROPAGANDIZING
IN GENEVA, U.S. WILL DO WHATEVER NECESSARY.
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SDI

o

STRONGLY SUPPORT BASIC CONCEPT AND RESEARCH.
MAY OFFER CHANCE TO BREAK OUT OF DANGEROUS CYCLE OF
RELIANCE ON MUTUALLY ASSURED DESTRUCTION (MAD).
KEEPS US ON CUTTING EDGE OF NEW DEFENSE-RELATED
TECHNOLOGIES
-- ALSO APPLICATIONS FOR ECONOMIC DEVELOPMENT.
SOVIETS WORKING HARD IN THIS AREA.

o

MUST KEEP UP.

SDI HAS ALREADY PAID DIVIDENDS .
MAJOR FACTOR GETTING SOVIETS BACK TO GENEVA.

o BASICALLY SUPPORT PRESIDENT 'S REQUEST ($4.7 BILLION FOR
FY87).

BUT PROBABLY WON'T GET THAT MUCH.

o

DOES REPRESENT SIGNIFICAN T INCREASE OVER FY86 BUT:
CONSISTENT WITH OTHER SUCCESSFUL PROGRAMS IN R&D
STAGE.
E.G., LESS THAN INCREASE IN TRIDENT II PROGRAM
AT SIMILAR STAGE.
ARGUMENT THAT ALL PROGRAMS SHOULD GROW AT
EXACTLY SAME RATE IS FOOLISH ON ITS FACE.
SOME PROGRAMS NEW AND DEVELOPING,
OTHERS OLD AND WINDING DOWN.
SETTING THOSE PRIORITIES WHAT
WE IN GOVERNMENT GET PAID FOR.
ONLY ALLOWS BASIC CONTINUATION OF PROGRAM AT PACE
ALREADY APPROVEDE IN PREVIOUS YEARS.
CHANGING THOSE APPROVED SCHEDULES WOULD
DISRUPT PROGRAM AND BE COSTLIER IN LONG
RUN.
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o

ALL EVIDENCE IS THAT PROGRAM IS WELL MANAGED.
APPROPRIATIONS COMMITTEE LAST YEAR REACHED THAT
BASIC CONCLUSION.
OBLIGATION AND EXPENDITURE RATES FOR PAST
APPROPRIATIONS HIGHER THAN OTHER SIMILAR
DEFENSE PROGRAMS.

o FLETCHER PANEL (HIGHEST PRESTIGE, INDEPENDENT, PRIVATE
EVALUATION PANEL) RECOMMENDED FUNDING LEVELS HIGHER THAN
TOTAL AMOUNT PRESIDENT HAS REQUESTED.
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TALKING POINTS ON NUTRITION PROGRAMS
(FOR THE GREENBRIAR)

o

FOR THE MOST PART, IT IS MY VIEW THAT FOOD ASSISTANCE
PROGRAMS HAVE BEEN EFFECTIVE IN ALLEVIATING DOMESTIC
NUTRITION PROBLEMS. NO ONE WHO OBJECTIVELY REVIEWS THE ISSUE
BELIEVES WE ARE WITNESSING A RETURN TO THE CONDITIONS
EXISTING A DECADE OR TWO AGO.
CERTAINLY, THE KIND OF
PROBLEMS WE OBSERVE IN THE UNITED STATES DO NOT EVEN APPROACH
THE EXTENT OF THE RECENT FAMINE CONDITIONS IN SUBSAHARAN
AFRICA.

o

I FIND IT A MOST INTERESTING PHENOMENON THAT THE HUNGER
ACTIVISTS SEEM TO COME ALIVE DURING ELECTION YEARS.
UNDER
PRESENT CIRCUMSTANCES WITH UNEMPLOYMENT DECREASING AND
INFLATION DOWN TO THE LOWEST LEVEL IN RECENT MEMORY, IT IS
EXTREMELY IRONIC THAT THIS ISSUE IS SURFACING. WHILE I WOULD
ACKNOWLEDGE THAT THERE ARE SOME AREAS OF THE COUNTRY THAT
HAVE NOT SHARED IN ECONOMIC RECOVERY, MOST AMERICANS WOULD
AGREE THAT THEY ARE BETTER OFF TODAY THAN THEY WERE SIX OR
SEVEN YEARS AGO.
FEDERAL FOOD PROGRAM INVESTMENT

o

THE FEDERAL GOVERNMENT RESPONDED TO THE HUNGER PROBLEMS OF
THE 1960'S WITH A VARIETY OF DIVERSE PROGRAMS, OF WHICH THE
FOOD STAMP PROGRAM PROVIDES THE FOUNDATION, WITH OTHER
SMALLER PROGRAMS TARGETED TO THE SPECIAL NEEDS OF
EXCEPTIONALLY VULNERABLE SEGMENTS OF THE POPULATION. TODAY,
THE FEDERAL GOVERNMENT INVESTS ABOUT $20.5 BILLION IN MORE
THAN TEN FOOD ASSISTANCE PROGRAMS, WITH THE FOOD STAMP
PROGRAM COMPRISING $12.6 BILLION OF THIS AMOUNT.

o

PRESIDENT NIXON WAS ACTUALLY RESPONSIBLE FOR EXPANDING THE
FOOD STAMP PROGRAM NATIONWIDE AND FEDERALIZING BENEFIT LEVELS
SO THAT PEOPLE THROUGHOUT THIS COUNTRY WERE ASSURED OF THE
SAME LEVEL OF ASSISTANCE.
FUNDING FOR THE FOOD STAMP PROGRAM
WAS ABOUT $7 BILLION IN 1979 -- IT IS NOW BEING FUNDED AT A
LEVEL OF ABOUT $13 BILLION.
IN 1979, TOTAL FOOD PROGRAM
EXPENDITURES WERE ABOUT $11 BILLION, AND THE FEDERAL
GOVERNMENT IS NOW SPENDING OVER $20 BILLION ON MORE THAN TEN
SEPARATE PROGRAMS.

o

WE HAVE THE SPECIAL SUPPLEMENTAL FOOD PROGRAM FOR WOMEN,
INFANTS AND CHILDREN (USUALLY REFERRED TO AS WIC), THE SCHOOL
LUNCH, SCHOOL BREAKFAST, AND SUMMER FOOD PROGRAM.
FUNDING
FOR THE COMBINED CHILD NUTRITION PROGRAMS NOW TOTALS ABOUT
$6.2 BILLION, UP FROM $4.7 BILLION IN 1980.
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o

THE TEMPORARY EMERGENCY FOOD ASSISTANCE PROGRAM (TEFAP) IS A
COMMODITY DISTRIBUTION PROGRAM, DESIGNED TO PROVIDE SURPLUS
AGRICULTURAL COMMODITIES TO LOW-INCOME AND UNEMPLOYED
FAMILIES AND INDIVIDUALS, WHO, FOR SOME REASON MAY NOT BE
REACHED BY THE REGULAR NUTRITION PROGRAM STRUCTURE.
DURING
THE DEPTHS OF THE 1982-83 RECESSION, SENATOR HATFIELD, MYSELF
AND OTHERS FOUNDED THIS PROGRAM IN RESPONSE TO AGRICULTURAL
SURPLUSES AND THE INCREASED NEED FOR FOOD ASSISTANCE.
ALTHOUGH IT WAS INTENDED TO BE A TEMPORARY RELIEF MEASURE, IT
HAS CONTINUED TO BE REAUTHORIZED.

o

WITH ALL OF THESE FEDERAL PROGRAMS IN PLACE, ALONG WITH STATE
AND LOCAL EFFORTS, AND THE ASSISTANCE OF PRIVATE SECTOR
ORGANZIATIONS AND VOLUNTEERS, THERE IS A VERY COMPREHENSIVE
FOOD ASSISTANCE NETWORK IN PLACE. SOMEWHERE ALONG THIS
CHAIN, ACCESS TO FOOD IS PROVIDED, AND THERE SHOULD BE NO
REASON FOR PEOPLE TO FALL BETWEEN THE CRACKS.
HOWEVER,
UNFORTUNATELY, THIS DOES STILL HAPPEN.
RECENT TRENDS IN FOOD PROGRAM CHANGES

o

A RECENT STUDY PREPARED BY THE URBAN INSTITUTE FOR THE OFFICE
OF ANALYSIS AND EVALUATION, FOOD AND NUTRITION SERVICE OF THE
U. S. DEPARTMENT OF AGRICULTURE, STATED:
THE FINDINGS OF THIS STUDY SUPPORT THE CONCLUSION THAT
THE CHANGES ENACTED IN 1981 AND 1982 DID NOT
FUNDAMENTALLY CHANGE THE BASIC STRUCTURE OF THE FOOD
STAMP PROGRAM. AS A RESULT, THE EFFECTS OF THE
LEGISLATIVE CHANGES IN THE NUMBER OF PARTICIPANTS,
AVERAGE BENEFITS, AND TOTAL PROGRAM COSTS WERE SMALLER
THAN EXPECTED.
WHILE THE RECESSION AFFECTED THE NUMBER OF PROGRAM
PARTICIPANTS TO SOME DEGREE, THE IMPACT ON CASELOADS
AND COSTS WAS FAR LOWER THAN EXPECTED BECAUSE THE
RELATIONSHIP BETWEEN THE FOOD STAMP PROGRAM AND THE
UNEMPLOYMENT RATE IS FAR MORE COMPLEX THAN PREVIOUSLY
THOUGHT.
BIPARTISAN CONGRESSIONAL ACTION

o

WHILE THERE ARE THOSE WHO WOULD LIKE TO BLAME THE CURRENT
ADMINISTRATION FOR WHAT THEY DESCRIBE AS "HUNGER IN AMERICA",
THE FACT OF THE MATTER IS THAT BUDGET CUTS ENACTED IN 1981
AND 1982 WERE PROPOSALS DESIGNED BY THE CONGRESS IN A
BIPARTISAN FASHION -- THEY WERE NOT ADMINISTRATION
PROPOSALS. AS CHAIRMAN OF THE SUBCOMMITTEE ON NUTRITION
DURING THIS PERIOD, I WORKED VERY CLOSELY WITH PATRICK LEAHY
AND OTHER DEMOCRATS TO ACHIEVE SIGNIFICANT BUDGET SAVINGS
WHILE IMPROVING THE TARGETTING OF FOOD STAMP AND CHILD
NUTRITION BENEFITS, INITIATING ADMINISTRATIVE REFORMS, AND
ATTACKING FRAUD, WASTE AND ABUSE IN THESE PROGRAMS.
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o

THE URBAN INSTITUTE ACTUALLY FOUND THAT THE LEGISLATIVE
CHANGES, INDEPENDENT OF CHANGING ECONOMIC CONDITIONS AND
DEMOGRAPHIC CHARACTERISTICS, REDUCED PROGRAM COSTS IN FISCAL
YEAR 1982 BY ABOUT $450 MILLION TO $650 MILLION, A REDUCTION
OF ABOUT 4 TO 6 PERCENT. THE SAVINGS WERE SIGNIFICANTLY
LOWER THAN ORIGINALLY ANTICIPATED. THE NUMBER OF FOOD STAMP
PARTICIPANTS INCREASED BY 45 PERCENT FROM 1978 TO 1984.
AVERAGE ANNUAL BENEFITS INCREASED BY 18 PERCENT, WITH FEDERAL
SPENDING ON NUTRITION PROGRAMS UP 58 PERCENT.

o

FURTHER, SOME FINE-TUNING OF THE FOOD STAMP PROGRAM OCCURRED
DURING THE REAUTHORIZATION PROCESS LAST YEAR, AND BENEFITS
WERE INCREASED BY ABOUT $500 MILLION TO $1 BILLION FOR THE
NEXT THREE FISCAL YEARS.
THESE CHANGES REFLECTED LEGISLATION
INTRODUCED BY MYSELF AND SENATOR BOSCHWITZ IN THE SENATE AND
MR. PANETTA ON THE HOUSE SIDE.
ACTUAL PROGRAM GROWTH

o

WHILE SOME MAY CLAIM THAT CUTS IN FOOD PROGRAMS ARE THE CAUSE
OF MANY HARDSHIPS, THE FACTS SIMPLY TO NOT INDICATE THIS
RESULT.
LET'S TAKE THE WIC PROGRAM, FOR EXAMPLE. THIS
PROGRAM HAS STEADILY EXPANDED DURING THE LAST SIX YEARS.
IN
1979, FEDERAL FUNDING WAS APPROXIMATELY $550 MILLION AND
MONTHLY PARTICIPATION AVERAGED 1.5 MILLION WOMEN, INFANTS AND
CHILDREN.
FOR THIS FISCAL YEAR, THE PROGRAM IS SERVING 3.3
MILLION PARTICIPANTS WITH A FEDERAL INVESTMENT OF ABOUT $ 1.6
BILLION.
THIS IS A FAIRLY SIGNIFICANT INCREASE AT A TIME
WHEN OTHER PROGRAMS WERE UNDER- GOING BUDGET REDUCTIONS, AND
IT REFLECTS THE TREMENDOUS BIPARTISAN POPULARITY OF THE
PROGRAM IN THE CONGRESS.
ROOT CAUSES OF HUNGER

o

THE PROBLEM OF HUNGER IS A VERY COMPLEX ONE, WITH ITS ROOT
CAUSES BASED IN ECONOMIC CONDITIONS. THE FOOD STAMP PROGRAM
IS A PRETTY GOOD BAROMETER OF THE ECONOMY. WHEN UNEMPLOYMENT
RISES, THE COST OF THE PROGRAM INCREASES ABOUT $650 MILLION
FOR EVERY PERCENT OF UNEMPLOYMENT.
SIMILARLY, WHEN FOOD
PRICE INFLATION INCREASES, PROGRAM COSTS GO UP ABOUT $350
MILLION FOR EACH PERCENTAGE POINT.
DURING THE PERIOD
1982-1983, WHEN THIS COUNTRY WAS EXPERIENCING A DEEP
RECESSION, PARTICIPATION ROSE ACCORDINGLY AND SPENDING
INCREASED IN RESPONSE TO THE INCREASED NUMBER OF INDIVIDUALS
WHO MET THE ELIGIBILITY CRITERIA.
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TOO MUCH EXPECTED OF FOOD STAMP PROGRAM

o

FOOD PRICES HAVE RISEN 20 PERCENT SINCE 1980, WHILE INFLATION
IN SHELTER COSTS AND UTILITIES HAS INCREASED 30 PERCENT AND
40 PERCENT, RESPECTIVELY. THE REAL BURDEN IS ON NON-FOOD
LIVING PROBLEMS, AND THE FOOD STAMP PROGRAM SHOULDN'T BE
ASKED TO SHOULDER THE ENTIRE BURDEN OR BECOME AN EXPANDED
INCOME SECURITY PROGRAM. NOT ONLY ARE BASIC BENEFIT LEVELS
INDEXED FOR FOOD PRICE INFLATION, BUT THE DEDUCTIONS FOR
UTILITIES AND SHELTER WITHIN THE PROGRAM ARE EACH
INDIVIDUALLY INDEXED. NO WONDER FEDERAL SPENDING IS GETTING
OUT OF HAND! FOOD STAMPS IS RAPIDLY BECOMING A CASH TRANSFER
PROGRAM -- RATHER THAN A PROGRAM TO COMBAT HUNGER. THIS IS A
FOOD PROGRAM, AND SHOULD NOT BE EXPECTED TO SOLVE EVERY
PROBLEM THAT POOR PEOPLE FACE.

o

WITH A PARTICIPATION OF ABOUT 20 MILLION, FOOD STAMPS IS A
FOR THIS REASON, MANY PEOPLE TRY
VERY BROAD-BASED PROGRAM.
TO MAKE IT DO THINGS IT WAS NEVER DESIGNED TO ACCOMPLISH. WE
SHOULD KEEP ITS ACTUAL GOALS IN MIND. AND, ALONG THESE
LINES, THE REAL ROOT CAUSE OF HUNGER IN THE CONTEXT IN WHICH
THIS COMMITTEE IS EXAMINING THE PROBLEM IS POVERTY.
NO REAL EVIDENCE OF HUNGER

o

DURING THE LAST FIVE YEARS, MY SUBCOMMITTEE HAS HELD
EXTENSIVE HEARINGS ON THE NUTRITIONAL STATUS OF LOW-INCOME
AMERICANS IN AN ATTEMPT TO DETERMINE THE EXTENT OF REPORTED
"HUNGER" PROBLEMS AND THE POTENTIAL CAUSES. ALL OF THIS
EXPLORATION BY MY SUBCOMMITTEE AND OTHERS UNDER-SCORED THE
FACT THAT COMPREHENSIVE, OBJECTIVE, UP-TO-DATE INFORMATION IS
SIMPLY NOT AVAILABLE. MOST OF THE SO-CALLED EVIDENCE OF THE
PROBLEM HAS BEEN ANECDOTAL IN NATURE. THE REALITY OF THE
"HUNGER" PROBLEM HAS BEEN DISTORTED BY THE MEDIA IN RESPONSE
TO COMPLAINTS BY PROFESSIONAL HUNGER CRITICS WHO SELDOM OFFER
CONSTRUCTIVE IDEAS AND EXPECT THE FEDERAL GOVERNMENT TO DO
EVERYTHING.
FAIR TREATMENT OF THE ISSUE

o

FURTHER, THE HUNGER ISSUE SHOULD BE TREATED FAIRLY. WHILE
THERE ARE SOME DESERVING AMERICANS WHO FAIL TO RECEIVE
ADEQUATE FOOD ASSISTANCE, THERE ARE OTHERS WHO RECEIVE
BENEFITS WHO SHOULDNOT. ALTHOUGH THIS IS RARELY THE FOCUS OF
ATTENTION BY HUNGER ACTIVISTS OR THE MEDIA, IT SHOULD BE
NOTED FOR THE RECORD THAT, IN THE FOOD STAMP PROGRAM ALONE,
AN ESTIMATED $ 900 MILLION ANNUALLY IS SQUANDERED THROUGH THE
OVERISSUANCE OF BENEFITS, PAYMENTS TO INELIGIBLE RECIPIENTS
AND OUTRIGHT FRAUD. THIS $900 MILLION DOLLARS COULD GO A
LONG WAY TOWARD ASSISTING THOSE NOT NOW BEING REACHED.
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HUNGER -- A SHARED RESPONSIBILIT Y
o

THERE IS A FALSE NOTION, ADVOCATED BY SOME, THAT THE SOLE
RESPON- SIBILITY FOR FOOD ASSISTANCE, INCLUDING DISTRIBUTION ,
SHOULD REST WITH THE FEDERAL GOVERNMENT.
IT HAS ALWAYS BEEN
MY VIEW THAT FEDERAL EFFORTS SHOULD BE COMPLEMENTED BY STATE
AND LOCAL GOVERNMENTS, AS WELL AS THE PRIVATE SECTOR. ALL OF
THESE ENTITIES WORKING TOGETHER SHOULD BE ABLE TO PROVIDE
ASSISTANCE TO THOSE IN NEED.
THE WORK OF NONPROFIT
ORGANIZATIONS, LIKE CHURCHES, FOOD BANKS, AND SOUP KITCHENS,
AND COMMUNITY VOLUNTEERS IS ESSENTIAL IN THE WAR AGAINST
HUNGER, AND PROVIDES INVALUABLE ASSISTANCE, BECAUSE THESE ARE
THE PEOPLE WHO ARE ABLE TO IDENTIFY THE INDIVIDUALS IN THEIR
COMMUNITIES WHO ARE TRULY IN NEED.

o

WHILE NUTRITION PROGRAMS HAVE HAD A DRAMATIC, POSITIVE IMPACT
ON HUNGER AND MALNUTRITION IN THIS COUNTRY, THE FEDERAL
BUREAUCRACY, NO MATTER HOW SENSITIVE, CANNOT POSSIBLY RESPOND
TO ALL OF THE PROBLEMS OF PEOPLE IN NEED OF FOOD ASSISTANCE.
RESPONSIBILITYMUST BE SPREAD AND SHARED IF WE ARE TO PROPERLY
SERVE THOSE WHO PERMANENTLY OR TEMPORARILY NEED HELP. EACH
INDIVIDUAL REQUIRES HELP DUE TO A DIFFERENT SET OF
CIRCUMSTANCES, AND THE FEDERAL GOVERNMENT IS INCAPABLE OF
RESPONDING WITH THIS TYPE OF FINE-TUNED PRECISION.
INCREASED SPENDING NOT A SOLUTION

o

IF WE LOOK AT CURRENT DOLLARS NOT ADJUSTED FOR INFLATION,
FEDERAL SPENDING IN THIS AREA HAS GONE FROM ABOUT $14 BILLION
IN FISCAL YEAR 1980 TO $20.5 BILLION THIS YEAR.
LAST YEAR'S
FOOD SECURITY ACT SUBSTANTIALLY INCREASED SPENDING FOR THE
FOOD STAMP PROGRAM BY $500 MILLION TO $ 1 BILLION, DEPENDING
ON HOW THE INCREASES ARE CALCULATED.

o

MR. JOHN C. WEICHER, F. K. WEYERHAUSER SCHOLAR IN PUBLIC
POLICY RESEARCH AT THE AMERICAN ENTERPRISE INSTITUTE,
TESTIFIED BEFORE THE NUTRITION SUBCOMMITTEE ON JUNE 14, 1985,
WITH REGARD TO THE FOOD STAMP PROGRAM AND SAFETY NET,
STATING:
"THE EFFECTS OF ••• CHANGE IN DIRECTION ON THE
WELFARE OF MOST HOUSEHOLDS HAVE PROBABLY BEEN SMALL. THE
CHANGES IN THE INCOME MAINTENANCE PROGRAMS TURN OUT TO BE
LESS SIGNIFICANT THAN MUCH OF THE PUBLIC DISCUSSION WOULD
SUGGEST.
'THE SAFETY NET HAS PROBABLY BEEN MAINTAINED,
PARTICULARLY FOR THE POOREST PEOPLE. '"
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