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D. REMAINING TO BE DONE:
LABOR UNION VIOLENCE

Do you know that in this country today it is a federal crime to transport a water hyacinth (18
U.S.C. 46), to deface a penny (18 U.S.C. 331), and to misuse the cartoon character "Woodsy Owl"
(18 U.S.C. 711a)? But do you also know that it is NOT against federal law to use violence or threats
of violence to obtain higher wages and benefits for union members? This crazy situation is the
result of a 5-to-4 Supreme Court decision on what is known as the Hobbs Act -- and the refusal of
Congress to reverse that decision.

In United States v. Enmons, 410 U.S. 396 (1973), the Court held that 5 acts of labor violence
involving the shooting and sabotage of an employer’s transformers and the blowing up of its
substation could not constitute extortion under federal law because the violence was used in pursuit

of legitimate union objectives. This strange result was even too much for Justice William O,
uglas, one of urt’s all-time leading liberals, who wr issenting opinion.

In the spring of 1986 the Senate made an effort to overturn Enmons by amending the Hobbs
Act to outlaw union violence. During the course of that debate, proponents pointed out that there
had been 5.100 inci f labor viol uring the previous . The F.B.I. had testified that
the Enmons decision hampered federal efforts to combat labor union violence.

But the Senate effort failed when cloture on the bill (S. 1774) failed 44-to-54. On that vote, 71
percent of Republicans and 17 percent of Democrats favored cloture. Needless to say, the House
of Representatives has never looked kindly on curtailing union extortion.

But the President’s Commission on Organized Crime has called for overturning Enmons. And
among the Commission’s other recommendations to "protect workers’ rights under federal law" are
the following:

1. Amend the labor-management relations act to make it an unfair labor
practice for a labor organization to be dominated by organized crime, and to
make it an unfair labor practice for any employer to encourage or assist
organized crime in the domination of a labor organization.

2. Enact a labor-bribery statute which will make the purchase of a union or a
union office, or the selling of the right to obtain union work, unlawful. And

3. Amend the labor-management reporting and disclosure act to increase the
penalty for a deprivation of rights by violence to a felony offense.

E. REMAINING TO BE DONE:
OBSCENITY AND CHILD PORNOGRAPHY

As many as 1 of every 5 girls and 1 of every 11 boys will be sexually
assaulted before reaching age 18.

Pornography is big business, grossing some $6 - $7 billion dollars

annually. (In 1984, America’s most successful corporation, 1BM,
had a profit of $6 billion.)
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A child is sexually abused every 2 minutes.

For every McDonald’s restaurant in the United States, there are 3 to
4 pornography outlets.

More than 800,000 calls are made each day to New York City’s dial-
a-porn numbers.

But of all the corrosive effects of pornography, none is more tragic than its effect on our
children. One of the members of the Attorney General's Commission on Pornography (Dr. James
Dobson) put it this way:

It is extremely naive to assume that the river of obscenity inundating America
has not invaded our children’s world. Obscenity cannot flow freely through a
society’s veins without reaching the eyes and ears of children. Kids by the
millions are watching cable porn and reading their parents’ adult magazines.
A growing number of children are sexually experimenting on younger
children. At an age when children should be reading Tom Sawver they are
learning perverted "facts" which neither their minds nor their bodies are
equipped to handle. Accordingly, the behavior of an entire ge ggmtigm of teen-
is being adversely affected by the curren
sexuality and general eroticism. It is not sumnﬂng_mﬂ_u_u_e_d_p_cgnmﬂ.

venereal disease. and abortion have skyvrocketed. Teens are merely doing what
they've been taught And. to a large degree, they’'ve been taught by

pornography. [Dr. Dobson’s comments are paraphrased.]

What can be done to help? The Attorney General’'s Commission on Pornography made the
following recommendations (and others):

1. Amend the federal obscenity laws to require only that obscene materials
"affect" interstate commerce (instead of the current standard of showing
movement in interstate commerce).

2. Enact legislation making it an unfair business practice and an unfair labor
practice for any employer to hire individuals to participate in commercial
sexual performances.

3. Proscribe obscene cable television programming and the transmission of
obscene material through the telephone or similar common carrier.

4, Enact legislation requiring producers, retailers, or distributors of sexually
explicit visual depictions to maintain records containing consent forms and
proof of performer’s ages. Prohibit producers of certain sexually explicit
materials from using performers under the age of twenty-one.

5. Enact legislation to prohibit the exchange of information concerning child
pornography through computer networks.

6. Enact legislation to make the acts of child selling or child purchasing, for
the production of sexually explicit visual depictions, a felony. And

7. Enact legislation providing financial incentives for the states to initiate task
forces on child pornography and related cases.

S. 212, a bill to prohibit "dial-a-porn" operations, has already been introduced in the 100th

Congress (and referred not to the Judiciary Committee, but to the Commerce Committee). S. 703,
the Pornography Victims Protection Act, has been introduced by 5 Republican Senators.
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NOTES
1poll data can be found in the appendix.

2The statistic cited in the text can be misleading:
i Surveys of citizens suggest that the elderly are much less likely than
younger persons to be the victims of crime, and some have inferred from this
that the well-known fear of crime voiced by the elderly is an exaggeration. . . .
This [inference] misses the point. . . . [Tlhe lower rate at which the elderly are
victimized is a measure of the steps they have already taken -- chiefly, staying
behind locked doors -- to minimize the risks they face. Young men are more
frequently attacked than older women. not because they are easier or more
lucrative targets. but because they are on the streets more.” James Q. Wilson,
Thinking About Crime 79-80 (2d ed. 1983) (footnote omitted, emphasis added).

3Two years later, on September 11, 1986, the Judiciary Committee was surmounted when
Congressman Lungren brought his amendment (permitting good faith exceptions to the
exclusionary rule) directly to the House floor where it was adopted by a vote of 259-t0-153. The
amendment was dropped from the final version of the drug bill, however, because of a threatened
filibuster.

Staff contact: Lincoln C. Oliphant, 4-2946.
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APPENDIX: POLL DATA ON CRIME

When asked an open-ended question about the problems facing the country, the public
usually places crime well below the threat of war, the fear of unemployment, and the specter of
debt. However, in many polls the problems of crime and drugs combine to place very high among
the public’s concerns. For example, the Gallup Poll of November 9, 1986, asked, "What do you
think is the most important problem facing this country today?" The results:

Unemployment, recession 23%
International tensions, fear of war 22%
Budget deficit 13%
Drug abuse _ 8%
Crime 3%

The responses for crime and drug abuse total 11 percent, placing them within striking distance of
the deficit.

The same question was asked by the CBS News/New York Times poll of October 30, 1986.
Selected responses are shown:

War/nuclear war 7%
Arms control/summit 7%
Unemployment 10%
Economy/Inflation 9%
Deficit 10%
Crime 2%
Drugs 10%
Morality 3%

Here, drugs ties for first as the nation’s top problem, and the sum of drugs and crime exceeds all
other categories.

In a Los Angeles Times poll of December 12, 1985, the public was asked about the most
important problem facing the country and a list of problems was provided. Having been prompted,
the public placed crime nd (at 26 percent) just behind the budget (at 30 percent) as the nation’s
most important problem.

For a number of years the Los Angeles Times has asked the public about the most important
"social problem" facing the country, and crime is invariably number one. For example, the survey
of October 15, 1984, asked which of several stated domestic problems was "most important right
now?" The answers:

Abortion 10%
Crime 37%
Environment 16%
Special interests 3%
School prayer 7%
Civil rights 19%
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THE MINIMUM WAGE
A Case of Special Interest Politics Versus Jobs!

The current unemployment rate for teenagers is 18.0%. Black teenagers suffer from an
unemployment rate of 38.9%. 1

Imagine, for a moment, the impact of such rates if they applied to the workforce as a whole. At
18%, some 20 million people would be out of work -- a number equal to the entire population of
our 10 largest cities. At 38.9%, as many people as work in California, New York, Texas,
Pennsylvania, Illinois, and Florida would be out of jobs.

With that in mind, we can begin to get a picture of the impact these high rates have on young
Americans,

Incredibly, Congress will soon be debating a proposal to make the situation worse.

mcm in the mm;mum wgge w111 1& Qgs_geg in thelmm Cc:engresu;.2 AF L-CIO Premdent Lane
KJrkla;ld argues that the minimum wage should be increased from the current $3.35 an hour to
$4.61.

We calculate that such an increase will cause a loss of between 124,000 and 619.000 jobs for
young Americans, This is based on a General Accounting Office survey that a 10% increase in the

minimum wage will cause a .05 to 2.5% loss in youth jobs.# Applying that formula to a 37.6%
increase equals a job loss of from 124,000 to well over half a million jobs.

By comparison, one of the recent government jobs creation programs, the Emergency Jobs Act
of 1983, delivered only 35,000 new jobs at a cost of $4.5 billion.> Raising the minimum wage could
wipe out over seventeen times that number of jobs.

Why then is anyone even thinking about a change in the minimum wage?

This is a classic case of blind adherence to ideology. A federal minimum wage was first
established in depression era legislation. Today, minimum wage legislation is enshrined in liberal
doctrine, without regard to the reality of today’s workforce.

1. Bureau of Labor Statistics, Department of Labor, March 6, 1987.

2, 3. See Kenneth B. Noble, "Democratic Leaders Say Congress Will Increase the Minimum Wage", New York
Times, February 17, 1987, p. AlS.

4. US. General Accounting Office, Report PAD-83-7, January 28, 1983, p. i.

5. US. General Accounting Office, Report HRD-87-1, December 1986, p. 3.

Page 96 of 125
c019_045_002_all_Alb.pdf



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

f an incr i inimum wage have

"Half of all minimum-wage workers are employed full time, and they earn less than enough to
raise a family of three above the poverty line." [Congressman George Miller (D-Calif.), The New York Times,
January 21, 1987, page 30A.]

"Employed full time, year-round at $3.35 an hour, a minimum-wage worker would earn only
$6,968. This is far below the official poverty threshold income that would be available from welfare
and basic food-stamp benefits in New York City. It represents a wage that is exploitative,
degrading, and a substantial disincentive to work." [Jack Sheinkman, secretary-treasurer of the Amalgamated
Clothing and Textile Workers Union, The New York Times, February 9, 1987, page 18a.]

Even those just reporting on the issue characterize a minimum wage worker as:

"For the 5 million people earning the minimum wage or less (out of 58 million hourly
workers), a full time job means $6,968 a year at most. The poverty line for a single person is $5,469
a year, for two people $6,998, and for a family of four $10,989." [Time Magazine, January 26, 1987, page
19]

Well, what’s wrong with those statements?

In each case, an assumption is being made that a large number of the minimum wage workers
are working full time at minimum wage jobs and they are heads of households. This doesn’t square

with the facts. According to the Census Bureau:

e Only 10% of all minimum wage workers are household heads with three or more in the
household.

e Over 76% are not heads of households.

e Of the minimum wage workers who are not heads of households, over 60% are single. Another
21% are spouses of the head of household.

e 65% of all persons earning the minimum wage are working part-time.

A similar picture i wage wo
Congressional Budget Office. / According to CBO:

e Four-fifths of all minimum wage earners are not poor, in large part because so many of them
live with relatives in a household where other members of the family have a job.

e Minimum wage workers in general are employed fewer hours and more intermittently than are
other workers, but are just as likely to be in families in which other members worked during the
year.

e Only a minority of minimum wage workers are employed year-round on full-time schedules.

6. The Census Bureau maintains a data base -- The Current Population Survey — of demographic characteristics
of the U.S. population. These figures are from this data base and they are for the 4th quarter of 1986.

7. "The Minimum Wage: Its Relationship to Incomes and Poverty", Congressional Budget Office Staff Working
Paper, June 1986.
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e Raising the cost to employers of low-wage workers can reduce both the number of those
workers hired and the number of hours they are employed.

Because the minimum wage worker is largely a younger worker, a part-time worker, an
inexperienced worker -- he or she is the most likely to lose a job when an employer faces cost
increases.

Economist Walter Williams says, "The impact of legislated minimum wages can be brought
into sharper focus if we ask the distributional question: Who bears the burden of legislated
minima? As I said earlier, workers who are most disadvantaged by minimum wage legislation are
those that are the most marginal. These are workers who employers perceive as being less
productive or more costly to hire in some sense than other workers. In the U.S. labor force there
are at least two segments that share the marginal-worker characteristic to a greater extent than do
other segments of the labor force. The first group consists of youths in general. They are relatively
low skilled because of their age, immaturity and lack of experience. The second group are some
racial minorities, particularly the youth, who not only share the handicaps of youths in general but
are further burdened by unusually poor schooling, racial discrimination and other socio-economic
factors leading to lower skill levels. While low skills can explain low wages, low skills cannot explain
unemployment absent some kind of market interference. It is no accident that teenagers, particularly
minority teenagers, are disproportionately represented among unemployment statistics." 8

Marvin Kosters of the American Enterprise Institute says, "Both the detailed examination of
the effects of minimum wages on particular groups and general performance in the economy point
to a simple conclusion: however well intentioned, boosting the minimum wage is not a policy that
deserves support.” ?

Why then, to ask the question we asked earlier, is Congress considering an increase in the
minimum wage? Unfortunately, this particular public policy debate is founded neither on what is
good for the public nor on sound policy. It is, in short, old-fashioned politics with a capital P.

In a recent article on minimum wage legislation, the Congressional Quarterly quotes a
Democratic House aide as saying, "We'll throw numbers out till nobody can have faith in numbers,
and then political considerations will win. That’s how we do it every time." 10

If this cynical view prevails, thousands of young people will be condemned to continued high
unemployment. To set the record straight, we summarized findings from a number of recent studies
of the minimum wage. The overwhelming evidence points to negative effects outweighing any
benefits of a minimum wage increase. In short, it’s a bad idea!

8. See Walter E. Williams, testimony before the Joint Economic Committee, June 27, 1984.

9. Marvin Kosters, "Should Congress Increase the Minimum Wage?; An Increase Would Hurt Teen-agers”, The
New York Times, March 30, 1986.

10. "Minimum Wage Getting Maximum Attention”, The Congressional Quarterly, March 7, 1987, p. 406.
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SUMMARY OF RECENT MINIMUM WAGE STUDIES
e Brown, Gilroy, and Kohen, 1983

An investigation of approximately twenty studies from 1973 to 1983 yielded a consensus that a
10% rise in the minimum wage would result in a reduction of teenage employment of 1-3%. Brown,
Gilroy, and Kohen examined alternative mathematical and statistical versions of these models and
concluded that a 1% reduction in teen employment in response to a 10% rise in the minimum wage
is most likely. Moreover, they found that a rise in the minimum wage will discourage teens from
either entering or staying in the labor force. For example, a minimum wage increase that
disemploys 10,000 teens will also cause 10,000 teens to leave the labor force. This suggests that for
every teen who fails to find or keep a job because of the minimum wage, there will be another teen
who completely gives up searching for a job.

Brown, Gilroy, and Kohen found that an increasing minimum wage reduces adult employment
as well. A 10% increase in the minimum wage will lead to a 0.20% increase in the unemployment
rate for young adults, ages 20-24.

[Charles Brown, Curtis Gilroy, and Andrew Kohen, "Time-series evidence of the effect of the
minimum wage on youth employment", Journal of Human Resources, Winter 1983.]

e McKee and West, 1984

Most studies examine the effects of minimum wages on aggregate employment and invariably
find a negative relationship. McKee and West found that the structure of the labor market is also
affected. In Canada, where both full time and part time work is covered by minimum wage
legislation, higher minimum wages reduce the number of part time jobs relative to the number of
full time jobs, in addition to reducing the total number of jobs. Their findings suggest that a 1%
rise in the minimum wage could lead to as much as a 1.5% decline in the ratio of part time to full
time jobs.

The result is that a higher minimum wage reduces job opportunities for those in the lowest
income brackets since they are the most likely to be holding part time jobs. Since many students
also attempt to find part time jobs to finance current or future education, a loss of part time jobs
also lessens their educational opportunities.

[Michael McKee and Edwin G. West, "Minimum Wage Effects on Part-Time Employment",
Economic Inguiry, July 1984]

e General Accounting Office, 1983

In a report to Congress prepared in 1983, GAO attempted to summarize the empirical evidence
regarding the minimum wage. The GAO "found virtually total agreement that employment is lower
than it would have been if no minimum wage existed. This is the case even during periods of
substantial economic growth... The severity of the employment loss varies among different age,
gender, and racial groups in the population. Teenage workers, for instance, have greater job losses,
relative to their share of the population or the employed work force, than adults.”

Regarding the other goal of the minimum wage, to provide a reasonable standard of living to
lower income workers, the GAO said "The minimum wage exerts a less clear influence over the
distribution of income among workers, households, and families. As the minimum wage reduces
employment (relative to the level that would otherwise occur), some workers lose jobs or are unable
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to find jobs, and thus lose income. (Again, this income loss is measured relative to the income that
these workers would have earned without a minimum wage law.) Moreover, as these workers try to
find jobs not covered by minimum wage laws, wages in these jobs may become depressed. At the
same time, however, other workers are earning more than they would without the minimum wage.
So they enjoy income gains... Economic theory does not predict whether there will be an overall
gain in income or the extent to which employment will be reduced, and empirical evidence does
not settle the matter."

[U.S. General Accounting Office, Minimum Wage Policy Questions Persist, Report to the U.S.
Senate Committee on Labor and Human Resources, 1983]

e McKenzie, 1980

McKenzie argues tha - k_will benef] he
minimum wage are actually harmed by it. Studies frequently assume that workers who keep their
jobs are made better off, although this advantage only comes at the expense of those who lose their
jobs. McKenzie finds that even this presumed advantage of the minimum wage is false.

The reason for this is that increases in the minimum wage cause emplovers to reduce non-
money wages, These non-money wages, or fringe benefits, which can include everything from

prepaid medical care and job training to subsidized cafeterias and parking privileges, should be
added to money wages to determine effective wages.

Since there are limits to which employers can raise effective wages, a legislated increase in
money wages will induce employers to limit fringe benefits. McKenzie’s analysis shows that even
workers who retain their jobs after a rise in the minimum wage will be worse off because of a

decline in their effective wage -- " W n

relevant markets are made worse off".

[Richard B. McKenzie, "The Labor Market Effects of Minimum Wage Laws: A New Perspective",
Journal of Labor Research, v. 1, no. 2, Fall, 1980.]

e Vandenbrink, 1987

This study examined the effect on youth employment that would arise from a reduction in the
minimum wage. Vandenbrink used a statistical technique which allowed her to determine the
probability of a person being employed based upon demographic characteristics, such as age, sex,
and race, and also upon the wage level. She found tha ing the minimum wage by 25% would

raise teenage employment by as much as 6%. This 1‘§a oonside@h]y lgr leegt ffg.j than

Erv VE

[Donna C. Vandenbrink, "The minimum wage: No minor matter for teens", Federal Reserve Bank
of Chicago economic perspectives, v. 11, March-April 1987.]

e Behrman, Sickles, and Taubman, 1983

Most studies have indicated that, at best, the minimum wage has had no effect on the
distribution of earnings and, at worst, has significantly harmed minority earnings. In their
examination of the earnings distribution, Behrman, Sickles and Taubman conclude that, in its best
light, "a summary evaluation of the impact of federal minimum wage law on the earnings of the
working poor, the supposed beneficiaries, is mixed."
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They say that the minimum wage has discriminatory effects on low-income, low-experience
workers based on their race and sex. Although some low wage workers may benefit from the
minimum wage, others are harmed, and minorities and females are more likely to be in the latter

category.

For example, their work suggests that if there are two low-experience individuals, one black
and one white, the minimum wage increases the likelihood that the black worker will be
disemployed more than it increases the likelihood that the white worker will be disemployed. "Thus
we agree with Kohen and Gilroy, and with Linneman that federal minimum wage policy on net
probably has not been good policy."

[Jere R. Behrman, Robin C. Sickles, and Paul Taubman, "The Impact of minimum wages on the
distributions of earnings for major race-sex groups: a dynamic analysis", American Economic
Review, Sept., 1983]

e Linneman, 1982

Of the six amendments to the Fair Labor Standards Act (FLSA) that either raised the
minimum wage or expanded its coverage, Linneman examined the effects of the 1974 amendments.
He concluded that workers whose earnings were affected by the minimum wage experienced
"considerably reduced employment possibilities” as a result of the minimum wage. In the event that
these workers retained their jobs after the minimum wage was raised, he found that their annual
hours worked substantially declined. In contrast, he found that where there were earnings increases
to be had from raising the minimum wage, that males, union members and individuals in the above-
minimum wage population were the prime beneficiaries.

An interesting result was that, "Surprisingly little influence of race was discerned on expected
earnings”. Within racial groups, however, the minimum wage caused large disparities in earnings.
For example, "black males were found to be the greatest beneficiaries and black females the biggest
losers... In sum, it appears that this amendment (to the 1938 FLSA) increased the inequality in the
distribution of individual earnings among the U.S. adult population".

[Peter Linneman, "The economic impacts of minimum wage laws: a new look at an old question”,
Journal of Political Economy, 1982.]

e Hammermesh, 1982

Hammermesh modeled a carefully specified demand function for both teen and adult labor.
This allowed him to simulate the employment effects on each group as a result of the imposition of
a youth subminimum wage. His results were as follows: "Based on 1979 employment of 9356
thousand teenagers and 88,961 thousand adults, a 75 percent subminimum would create two hundred
fifty thousand jobs for teens and increase adult employment by four thousand under the most
conservative assumptions about (the substitutability of teen for adult labor).. Making the more
liberal assumption (about substitutability) yields employment effects of 430 thousand teen jobs and
minus one hundred seven thousand adult jobs. The major cause of the difference between these
pairs of estimates is the difference in the extent of teen-adult substitution. Even under the more
liberal assumption, many more teens are aided than adults are harmed."

[Daniel S. Hammermesh, "Minimum wages and the demand for labor", Economic Inquiry, July
1982.]
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e Hashimoto, 1982

Hashimoto tested whether an effective minimum wage diminishes job training opportunities.
He found that "the evidence from my empirical analysis confirms the existence of adverse minimum
wage effects on training for white young males. It also indicates that the 1967 Amendments to the
Fair Labor Standards Act are likely to have reduced the full wages unless lost training is recaptured
fully in two years without cost”.

[Masanori Hashimoto, "Minimum wage training on the job", American Economic Review,
December, 1982.]

e Meyer and Wise, 1982

Meyer and Wise estimated the employment and earnings effects of the minimum wage by
specifying a hypothesized relationship between underlying market employment and wage
relationships versus observed wage and employment distributions in the presence of a legislated
minimum wage. They conclude that, "If there had been no minimum [wage] during the 1973-78
period, we estimate that employment among out-of-school men 16 to 24 would have been
approximately 4 percent higher than it in fact was. Among young men 16 to 19 employment would
have been about 7 percent higher and among those 20 to 24, 2 percent higher. Employment among
black youth 16 to 24 would have been almost 6 percent higher than it was, as compared with
somewhat less than 4 percent for white youth. Thus the proportional employment effects of the
minimum are greater for the younger than for the older youth and are greater for black than for
white youth.

"Although it is sometimes argued that the adverse employment effects of the minimum are offset
by increased earnings, we find virtually no earnings effect. Even though some youth with market
wage rates below the minimum are paid the legislated minimum, the increased earnings of these
youth is offset by the non-employment and thus zero earnings of others. Expected earnings of
youth are about the same with the minimum legislation as they would be without it."

[Robert H. Meyer and David A. Wise, "The effects of the minimum wage on the employment and
earnings of youth", Working Paper No. 849, National Bureau of Economic Research, 1982.]

e Betsey and Dunson, 1981

In an investigation of the differential effects that the minimum wage has on employment
opportunities of non-white teens vs. white teens, Morse found that non-white teens fared worst. "Our
results for the recent 1970-79 sub-period indicate a statistically significant large disemployment
effect for non-white teens. While there was also a significant effect associated with the minimum
wage for white teenagers during the 1970s their employment was not nearly as sensitive to the
minimum and considerably more sensitive to cyclical factors than non-white teenagers’
employment”.

[Charles L. Betsey and Bruce H. Dunson, "Federal Minimum Wage Laws and the Employment of
Minority Youth", American Economic Review, May 1981.]

e Fleisher, 1981

Fleisher found that disemployment from a rise in the minimum wage that increases the average
hourly rate of pay by 5% in the retail trade industry is nearly 325,000 workers. This amounts to
about 4.5% of the number of nonsupervisory retail trade employees.
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For workers in food retailing, the disemployment effects of a similar 5% rise in the rate of pay
are about 100,000 workers or 7% of the labor force of nonsupervisory personnel employed in food
stores.

Minimum wages in retail trade have disemployed about 420,000 males, age 18 and 19, and
females, age 14 to 17 based on 1970 population figures. This disemployment represents about 9% of
the average employment rate for these males over the 1960-78 period, and 14% of the average
employment rate for these females.

[Belton M. Fleisher, Minimum Wage Regulation in Retail Trade, American Enterprise Institute for
Public Policy Research: 1981, Washington, D.C)]

e Ragan, 1981

"The legal minimum wage has been effective in raising teenage wage rates, both in real terms
and relative to the wages of adults. This, in turn has caused firms to reduce their employment of
teenagers... This is most evident for nonwhite males and males not in school... Manpower programs
expand teenage employment. To the extent these programs are deemed necessary to mitigate the
job loss induced by the minimum wage, the billions of dollars spent on youth manpower programs
can be viewed as a cost of the minimum wage."

[James F. Ragan, Jr., "The Effect of a Legal Minimum Wage on the Pay and Employment of
Teenage Students and Nonstudents”, The Economics of Legal Minimum Wages (ELMW), Simon
Rottenberg, ed., American Enterprise Institute: 1981, Washington, D.C.

e Cotterman, 1981

The estimated employment effects of a $.25 increase in all federal minimum wages on the
proportion of 18-19 year old males in 1970 was statistically insignificant for whites and blacks in
agriculture and manufacturing, and for blacks in services. But for the same $.25 rise in the minimum
wage, the estimated percentage change in the proportion of whites employed in services was -9.5%:
for blacks in retail trade, -25.9%; and for whites in retail trade, -16.4%.

[Robert F. Cotterman, "The Effects of Federal Minimum Wages on the Industrial Distribution of
Teenage Employment"”, in ELM W]

e Gardner, 1981

During the period 1967-78, when the minimum wage was first applied to agriculture, the mean
hourly wage in agriculture rose about 5% in real terms due to the minimum wage. This led to a loss
of about 60,000, or 5% of agriculture jobs (as represented by the number of hired farm workers).
[Bruce Gardner, "What Have Minimum Wages Done in Agriculture?”, in ELMW)]
e Trapani and Moroney, 1981

The job loss experienced by workers in the cotton farming industry due to imposition of the
minimum wage in 1967 was 63,000 peak month workers in 1967 and 69,000 in 1969. This includes
8200 and 9700 jobs in the typical south-central state and 4700 and 3500 workers in the typical
southeastern state.

[John M. Trapani and J.R. Moroney, "The Impact of Federal Minimum Wage Laws on
Employment of Seasonal Cotton Workers", in ELMW.]

8
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e Al-Salam, Quester, and Welch, 1981

"The large expansion of the coverage of minimum wages (from 1954 to 1958) has reduced the
proportion of male teenagers employed by 4% and has created a gap between the proportion of black
male and white male teenagers employed of roughly 4% as well".

[Nabeel Al-Salam, Aline Quester, and Finis Welch, “"Some Determinants of the Level and Racial
Composition of Teenage Employment", in ELM W]

e O’Neill, 1981

A survey of 12 major statistical studies during the past decade all found a negative impact of
the minimum wage on youth employment. "In terms of numerical increases, the studies indicate a
ten percent reduction in the national minimum wage would increase the employment of teenagers by
between 100,000 and 220,000."

[June O’Neill, economist, Urban Institute, testimony before the Senate Labor Subcommittee, March
25, 1981.]

e Peterson, 1981

In an examination of the effects of the minimum wage on the retailing industry, Peterson found
that a 10% rise in the minimum wage would eliminate 3.4 million man-hours. A drop in employment
of this magnitude would especially hurt workers with wages previously below the new minimum,
reducing their man-hours worked by over 11%.

Peterson calculated man-hour elasticity estimates for below-minimum wage workers which
imply that a 1% increase in the minimum wage would lead to 0.97% employment reduction for all
private non-farm workers, a 2.56% reduction for retail trade workers, and a 4.68% reduction for
leather products workers, the lowest paying of all manufacturing industries. This clearly suggests
that the minimum wage causes the most damage to workers in the lowest paying industries.

[John M. Peterson, Minimum Wages: Measures and Industry Effects, Washington, D.C.: American
Enterprise Institute, 1981.]

e Wessels, 1980

Employers tend to react to higher minimum wages by looking for other ways of reducing labor
costs. Although studies invariably show that a common way of reducing labor costs is to simply
hire fewer workers, employers also cut year-end bonuses, re-define the worker’s share in profit
sharing, and limit fringe benefits.

[Walter J. Wessels, Minimum wages, fringe benefits, and working conditions, American Enterprise
Institute for Public Policy Research, 1980.]

e Mincer and Leighton, 1980

Mincer and Leighton investigated whether the minimum wage tended to discourage job training,
and found that their empirical analysis consistently demonstrated this. Moreover, they found that
the discouraging effects on training and future wage growth were more pronounced at lower
education levels.
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[Jacob Mincer and Linda Leighton, "Effect of minimum wages on human capital formation",
Working paper No. 441, National Bureau of Economic Research, 1980.]

e McKee and West, 1980

In an analysis of thirteen Canadian and American studies since 1970 on the employment effects
of the minimum wage, McKee and West found the overwhelming majority (9 out of 13) reported
unambiguous and statistically significant reductions in employment. Of the remaining four, one
found no significant effects while three found mixed results for different labor force groups. As a
result, they conclude that "there is no convincing evidence to refute the prediction that minimum
wages cause reductions of employment (for young workers at least)".

[M. McKee and E.G. West, Minimum wages: the new issues in theory, evidence, policy and
politics, A study prepared for the Economic Council of Canada and the Institute for Research on
Public Policy, 1980.]

e Bloom and Grenier, 1986

Most studies investigating the minimum wage assume full compliance with the law by
employers. But it is unlikely that such a costly law will be fully complied with. Bloom and Grenier
say that "studies which fail to account for noncompliance ... underestimate the adverse employment
effect of increasing the minimum wage. Some compliance will result in lower employment due to
the higher cost of labor, and this is the amount of disemployment that quantitative studies pick up.
In a mathematical model designed to show how firms react to higher minimum wages, Bloom and
Grenier show that if the law were fully complied with, however, the disemployment effects would
be even more severe.

[David E. Bloom and Giles Grenier, "Models of firm behavior under minimum wage legislation",
Working Paper 1877, National Bureau of Economic Research, 1986.]

e Minimum Wage Study Commission, 1980-81

Nobel prize-winning economist George Stigler has said that commissions formed by
governments are "efficient instruments of propaganda... The whole art of commissionmanship is to
select honorable and disinterested members who will mostly agree with the position which the
creators of the commission desire." 11

The Minimum Wage Study Commission appointed by President Carter fit this characterization
quite well. It was set up with, among other things, the mandate to determine the "beneficial effects
of the minimum wage, including its effect in ameliorating poverty among working citizens", and
spent $17 million toward this end. 12

The result was a multi-volume document. The research portion confirmed the conclusions of all
prior empirical evidence -- that the minimum wage causes disemployment in teens and has no
effect on low-wage incomes. The minority report said, in fact, that "the evidence is now in, and the
findings of dozens of major economic studies show that the damage done by the minimum wage has
been far more severe than even the critics of 40 years ago predicted". 13

11. See George J. Stigler, "The National Commission as an Instrument of Controlled Impartiality”, in G.J. Stigler,
The Intellectual and the Market Place, (New York: The Free Press of Glencoe), 1963, pp. 20-21.

12. U.S. Minimum Wage Study Commission, Report, Washington, D.C., G.P.O., 1981, vol.1, p. xiii.

‘1;—3. "Minority Report of Commissioner S. Warne Robinson", Minimum Wage Commission Report, op.cit., vol 1.,
p. 182.

10
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Nevertheless, the Commission ignored its own findings and recommended that the level of the
minimum wage be raised periodically by indexing it to the average wage paid in the economy, and
that the coverage of the minimum wage be extended by eliminating from current law various
exempt categories of work. These inconguous recommendations are really not surprising in view of
the ideological purposes of the Commission. The expression of these biased intentions is clear in a
quote from Commission Chairman James G. O'Hara, a former Democratic Congressman: "I
believe that the payment of a subminimum wage to a particular age group is so in conflict with...the
requirements of social justice that it ought to be rejected as a policy option even if it would
substantially reduce youth unemployment", 14

The Commission’s Minority Report asserted that "the evidence against the minimum wage is so
overwhelming that the only way the Commission’s majority was able to recommend that it be
retained was to ask us not to base any decisions on facts." 15 Those facts include a rough consensus
that a 10 percent increase in the minimum wage would lead to a decrease of 0.5 and 2.5 percent in
teenage employment, relative to what would have occurred with an unchanged minimum wage.

Some of the representative conclusions from the studies from which that consensus was taken
have been summarized by noted labor economist Simon Rottenberg as follows: 16

* Boschen and Grossman, "The federal minimum wage, employment, and inflation”, vol. 6:

" .increases in the:current or near-future Federal minimum wage appear to depress current
employment in certain industries that probably have a high proportion of minimum wage workers
and among teenagers, the demographic group that has the highest incidence of minimum wage
workers."

* Pettengill, "The long run impact of a minimum wage on employment and the wage structure”,
vol. 6:

" .. a minimum wage that covered all workers will cause a large (probably intolerable) amount of
unemployment in the long run for all plausible values of the parameters” of his model.

* Heckman and Sediacek, "The impact of the minimum wage on the employment and earnings of
workers in South Carolina”, vol. 5:

A 20% increase in the minimum wage makes approximately 81% of South Carolina workers
worse off than before the change. They found, "..large disemployment effects due to minimum
wage increases”.

* Behrman, Taubman, and Sickles, "The Short- and Long- run effects of minimum wages on the
distribution of income", vol. 7:

"..both the minimum wage rate and the Fair Labor Standards Act coverage reduce the mean
earnings for those with low education and (presumably) low skill levels... There is practically no
evidence that minimum wage rate provisions increase the earnings of (improve) the poverty position
of the least educated.. Moreover there is some evidence that these provisions increase
unemployment and nonparticipation... The (usually stated) rationale or goal of the minimum wage
system is to help the working poor receive a higher income. Our results suggest that this goal

14. Minimum Wage Study Commission, Report, op.cit., p. 180.
15. "Minority Report...", op.cit., p. 182.
16. Simon Rottenberg, "National Commissions: Preaching in the Garb of Analysis", Policy Review, Winter, 1983.

11
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generally is not met and indeed that the system often harms the groups who are the intended
beneficiaries... Thus the minimum wage policy appears to be a poor policy with effects that often
have been misunderstood or misrepresented."

* Johnson and Browning, "Minimum wages and the distribution of income", vol. 8:

"..the additions to household income produced by increasing the minimum wage are spread
quite evenly across the distribution of household income. Households in the lower half of the
distribution receive only about one half of the total "benefits" of this policy. In terms of the share
of total benefits accruing to low-income households, the minimum wage compares unfavorably with
government transfer programs... Increasing the minimum wage redistributes income within income
classes as well as across income classes. More than 80 percent of low-income households are harmed
by the minimum wage."

* Datcher and Loury, "The effect of minimum wage legislation on the distribution of family
earnings among blacks and whites", vol. 8:

Increases in the minimum wage "have had a positive effect on the earnings of older white men,
a significant negative impact on teenage black and white women and little or no effect on other
workers as a whole... Our results indicate that white families tend to benefit more from (minimum
wage) increases than black families and that the principal avenue of this differential is the effect of
the minimum on adult men... Raising the minimum wage is not an egalitarian policy from the point
of view of raising the earnings of low income families relative to other groups... Overall, high income
families benefit relatively more than low income families."”

* Kohen and Gilroy, "The minimum wage, income distribution, and poverty", vol. 8:
"Inasmuch as there is not a strong correlation between individual earnings and family income --
with large numbers of minimum wage workers found among households at all income levels -- the

message from the body of empirical evidence is that the minimum wage has had small "beneficial”
effects on the distribution of income."

12
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SUMMARY

A review of the research on the minimum wage leads to thg ingggp__able Qgglgﬂg’ n mg; it

incomes Demgned for a situation - depressnon level unemployment and a relanvely large
proportion of low wage jobs -- that no longer exists, the minimum wage has left a legacy of
hardship for unskilled and inexperienced workers.

Minimum wage increases have been shown to:
e Eliminate entry-level jobs
e Force youths and minorities to bear a disproportionate share of the resulting unemployment

e Limit job training opportunities for low-income, low-skill workers, which depresses their future
earnings

e Fail to measurably improve present earnings for low-income individuals.

On this issue, the evidence is very clear: raising the minimum wage is bad public policy.

Republican Policy Committee
staff contacts: (202) 224-2946
Bob Mottice
Bob Potts
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BOB DOLE
KANSAS
OFFICE OF THE REPUBLICAN LEADER
WASHINGTON, DC 20510-7020

MEMORANDU UM

TO: SENATOR DOLE

FROM: JIM WHITTINGHILL

SUBJECT: OIL AND GAS ISSUES

In an effort to obtain additional cosponsors, Senator Bentsen
has delayed the introduction of the "Energy Security Act of 1987"
until next Tuesday or Wednesday. He hopes to have at least 25
cosponsors by that time. As directed, you will be a cosponsor.

This should be the basis of your comments while in Wyoming.
Senator Wallop has been deeply involved with the effort from the
start, and Senator Simpson will be joining you as a cosponsor.

The bill sets the allowable limit of imports-to-consumption
at 50%. Contained in the annual budget submission will be the
projection for the following three years.

If the projection exceeds 50% in any of the years, and is not
changed by Congress within 10 session days, the President must
submit a plan to reduce imports under that level.

Unless modified or rejected by Congress, the plan becomes
effective 90 days after submission.

The bill states that the plan may include:

a) oil import fee

b) conservation plans

c) expansion of SPR to maintain 90-day cushion against import
disruptions

d) production incentives for domestic producers
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TALKING POINTS

o This bill will finally focus the attention of Congress on the
problem. Congress usually acts too late on problems, only to
come up with solutions that exacerbated recovery.

o Unless something is done to correct the problem, the gas
lines will be back, somebody in Washington will want to print up
another batch of rationing coupons, impose price controls and
start selling entitlements tickets.

o Today, we are importing around 38% of our total daily
consumption. While that may not sound like much, our all time

high was 45.7% in late 1977 -- right before the beginning of our
last o0il crisis.

o The first crisis, in the early 1970's, was brought about by
OPEC when we were only 35% dependent on imports. That's the same
level we had in 1986, and that was up from 27% in 1985. The
trend is a forecast for disaster.

o} Frankly, the 50% level established in the bill is probably
too high, but it is a starting point for debate and education.
Some projections reviewed in a recent report by the American
Petroleum Institute indicate we would be near that level as early
as 1990, if prices are still in the $14 to $20 range.

o We are now producing about 833,000 b/d less than we were last
year -- about 10% of total U.S. production. And that figure
fails to point out the fact that the North Slope in Asalka has
increased deliveries by about 200,000 Alaska.

o This is also a national economic issue. Simulations of
macroeconomic models performed for the National Petroleum Council
indicate that U.S. GNP was reduced by about 2.5% by the price
jump related to the 1973-1974 crisis in the three following
years, while the 1979 oil shortage was responsible for a 3.5%
decrease within three years.
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o] I keep trying to remind folks from all over the country that

there is a connection between national security and energy
security.

0 In 1985, the U.S. military used 484,000 b/d. However, in a
sustained military conflict, that need would increase 3 to 5

fold. I cannot imagine we would allow our Fl15's to be grounded
at the end of a runway or our M-1 tanks to be parked on the edge
of a field awaiting the delivery of an OPEC oil tanker when our

nation was facing a national security emergency. Yet that is
exactly where we are heading.

0 The oilpatch breeds tough independent Americans, from the
roustabouts to the tool pushers, those working for service
companies, the refineries and the pipelines. They are the ones
who have given the handouts over the years, and they are not
looking for one now. But our Nation is, the U.S. is desperately
in need of help to defend ourselves on the energy front.
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POLITICS AN

U.S. Dependence on Oil Imports Is Shooting Up
But Congress, Whue House Fumble With Policy

By Rogsert E. TAYLOR
Staff Reporter of THE WALL STREET JOURNAL

WASHINGTON—Less than two years

ago, 27% of the U.S. oil supply was im-

ported. Today the foreign share is about
40%, but although there's cause for con-
cern, Congress and the Reagan adminis-
tration can't seem to get together to re-
verse the trend.

“You have to ask why they don't do .

something,”” says Charles DiBona, presi-
dent of the American Petroleum Institute,
the domestic oil industry's leading trade
group. Although Mr. DiBona has a direct
interest in seeing imports' share of the
U.S. market diminish, his complaint is
shared by many experts outside the indus-
try.
“We aren't doing anything to make for-
eign oil less important,” says Eli Berg-
man, executive director of Americans for
Energy Independence, a private founda-
tion.

Interior Secretary Donald Hodel pre-
dicts the return of gasoline lines in as little
as two years. Failing to curb imports, he
says, is like telling oil-producing countries,
“Take advantage of us, we're not going to
defend ourselves.” The Fund for Renew-
able Energy and the Environment, a coali-
tion of environmental groups and sup-
porters of alternative energy sources, who
seldom agree with Mr, Hodel, warns that
the U.S. is failing to prepare for “'inevita-
ble" oil price increases that ‘‘could well

country's security.”
Which Way Do We Go?

The difficulty is reaching agreement on
what to do. The oil industry and some oth-
ers want to encourage increased U.S. pro-
duction by means of an oil-import fee or
with tax incentives, But a price-raising im-
port fee or tax breaks for the ofl industry
raise steep political hurdles in the form of
strong opposition from oil-consuming inter-
ests. Meanwhile, environmentalists’ pro-
posals to stimulate conservation and in-
crease use of substitute fuels are blocked
by the administration.

Currently stirring controversy is a pro-
posal by Senate Finance Chairman Lloyd
Bentsen (D., Texas). He recently got his
committee to amend the pending trade bill
to require the president to do whatever is
necessary to keep oil imports from exceed-
ing 50% of the U.S. supply, subject to con-
gressional veto. But New Englanders and
Midwesterners oppose the amendment as a
backdoor route to an import fee that would
raise fuel costs. "It's simply unfair," says
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uents get two-thirds of their energy from
oil.

The problem will worsen, forecasters
say. Oil imports are expected to top 50% of
the U.S. supply between 1990 and 1995.
That would heighten the importance of the
volatile Persian Gulf. Although the U.S.
now gets only about 6% of its oil from
the gulf, that region is expected to domi-
nate world oil markets in the 1990s when
the current world oil glut is expected to be

" over.
imperil the national economy and the -

Skepticism in Oil Industry

Congress has made small energy-con- -

servation moves. It passed a bill, reluc-
tantly signed by President Reagan, rein-
stating appliance-efficiency standards. The
House currently is exploring ways of di-
verting 2% of all oil imports into the na-
tion’s Strategic Petroleum Reserve, and
there has been talk of a gasoline tax that
would be used to help cut the budget defi-
cit while discouraging consumption.

Although administration officials say
the president has supported “‘appropriate"
responses to the oil-import problem, such
as lifting the oil-industry’s ‘‘windfall”
profits tax and opening more federal lands
to drilling, industry leaders are skeptical
that much will be done. David Wilson,
president of the Independent Petroleum
Association of Mountain States, says that
both Congress and the administration "‘are
hoping the situation will go away without
action on their part."”

Just last month, Mr. Reagan killed a
seven-month drive by some administration
officials to get him to take strong new ac-

tion. The Energy Department urged the
president to propose tax credits and quick
expensing of oil-exploration costs total-
ing $560 million to $360 million annually. It
projected these would boost domestic pro-
duction after five years by 500,000 barrels
a day, or about 6%.

According to Mr. Hodel, some cabinet
members were loath to open last year's
tax law to assaults by special interests.
Top officlals also balked, insiders say, at
the cost of tax breaks and the difficulty of
pushing them through Congress.
0il Reserve Plan Scrapped

Also scrapped was an Energy Depart-
ment plan to buy more oil for the strategic
reserve. It urged that private investors be
allowed to own the oil through government-
backed securities. Instead, Mr. Reagan
said he would support tripling his proposed

' purchase rate for the reserve to 100,000

barrels a day only if Congress found a way
to pay for it.

““That makes no sense,'” says oil-state
lawmaker Bennett Johnston (D., La.),
chairman of the Senate Energy Commit-
tee. Even the administration says such re-
serves are crucial to enable the U.S. to
comfortably ride out small oil-supply dis-
ruptions like those of the 1970s.

Talk of gasoline taxes and alternative
oil leasing systems was blocked by Rea-
ganite aversion to taxes and regulation.
Import fees were doomed by the adminis-
tration's projection that they would be ex-
tremely costly without producing much
more oil.

Harvard professor Willlam Hogan ar-
gues that the benefits of a $10-a-barrel fee
actually would exceed its costs. But the
Energy Department doesn't buy Mr. Ho-
gan's view, Neither does Robert Fri, presi-
dent of Resources for the Future and a for-
mer head of the Energy Research and De-
velopment Administration, who says, “En-
ergy is a long-term problem, and quick
fixes will do more harm than good."

But even Mr. Fri says that "'the admin-
istration should have a more comprehen-
sive program,” mainly in research and de-
velopment on cheaper oil production and
ways to use substitute fuels, such as meth-
anol, to fuel automobiles.

Curbing oil imports hasn't been a prior-
ity, complains the oil industry's Mr. Di-
Bona. “In this country, we tend to deal
with the immediate crisis, not the long-
term problem," he says, faulting adminis-
tration officials for inattention to energy
amid the distractions of Iran-Contra hear-
ings and other issues.

Rep. John Dingell (D., Mich.) charges
that Mr. Reagan has a ‘'do-nothing ap-
proach’’ to preparing for 'the next energy
crisis.’" Others contrast the inaction on oil
imports with Mr. Reagan's quickness to
defend Persian Gulf shipping. Irwin
Steltzer, the director of the Energy and
Environment Center at Harvard Univer-
sity's Kennedy School of Government,
says, ''I think our (energy) policy is called
aircraft carriers. Page 112 of 125
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STATEMENT OF SENATOR BOB DOLE

ENERGY SECURITY ACT OF 1987

MR. PRESIDENT, TODAY I AM JOINING A NUMBER OF MY COLLEAGUES

IN COSPONSORING THE ENERGY SECURITY ACT OF 1987.

THE BILL IS A STATEMENT OF PURPOSE, AN ATTEMPT TO BRING SOME
ORDER TO THE CURRENT AIMLESS DRIFTING THAT HAS BESET THIS COUNTRY

WITH RESPECT TO ENERGY.

THE CONGRESS HAS ESTABLISHED AN UNFORTUNATE REPUTATION FOR
NOT ACTING ON PROBLEMS FACING THE COUNTRY UNTIL IT IS TOO LATE.
AND OFTEN, IN ATTEMPTING TO CORRECT A PROBLEM AT A LATE DATE, THE

SOLUTION ONLY COMPOUNDS THE RECOVERY.

1 HOPE THAT THE INTRODUCTION OF THIS MEASURE, AND SUBSEQUENT
HEARINGS BY THE COMMITTEE, WILL FOCUS OUR ATTENTION ON A DISASTER

WAITING TO HAPPEN.
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LIKE IT OR NOT, OUR ECONOMY, NATIONAL SECURITY, HEALTH AND
SAFETY ARE DEPENDENT UPON OIL AND NATURAL GAS. BRING BACK THE
GAS LINES AND THE GOOD HUMOR OF OUR CITIZENS WILL BE DEPENDENT

UPON OIL AND GAS, TOO.

YET, WE ARE NOW STEERING OUR ENERGY POLICY ON A COLLISION
COURSE WITH ANOTHER OIL CRISIS, VERY POSSIBLY A CRISIS FAR

SURPASSING THE DISRUPTIONS OF THE PAST.

THE BILL BEGINS TO ESTABLISH A NATIONAL ENERGY POLICY THROUGH
A MANDATE THAT WE WILL NOT ALLOW OIL IMPORTS TO RISE ABOVE 50% OF
TOTAL CONSUMPTION WITHOUT REQUIRING SOME ACTION -- WHETHER IT BE
CONSERVATION, AN IMPORT FEE, OR SOMETHING ELSE -- TO BRING

IMPORTS BACK DOWN BELOW 50%.

HISTORICAL IMPORT LEVELS

QUITE FRANKLY, IF WE EVER DO REACH A 50% DEPENDENCY ON
IMPORTED CRUDE OIL AND PETROLEUM PRODUCTS, WE WILL HAVE ALREADY

REACHED A THE POINT OF NO RETURN.

THE ALL TIME RECORD IMPORT LEVEL WAS 45.7%, AT THE TIME OF
OUR LAST OIL CRISIS IN 1978 AND 1979. THE 1973 CRISIS WAS
BROUGHT ABOUT AT A TIME WHEN WE WERE ONLY 35% DEPENDENT ON

FOREIGN SUPPLIERS.
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NOW, IN JUST A LITTLE OVER TWO YEARS, WE HAVE INCREASED OUR
DEPENDENCY ON FOREIGN OIL FROM 27% TO OUR CURRENT 38%, A LEVEL

ABOVE THAT PRECEDING THE 1973 OPEC EMBARGO.

ECONOMIC IMPACT

THE TWO OIL CRISES OF THE 1970'S WERE MORE THAN JUST
TEMPORARY INCONVENIENCES. THE NATIONAL PETROLEUM COUNCIL RAN
SIMULATIONS OF MACROECONOMIC MODELS ON THE U.S. ECONOMY TO
DETERMINE WHAT EFFECT, IF ANY, THE LAST TWO OIL DISRUPTIONS HAD

ON THE ECONOMY.

IN THE THREE YEARS FOLLOWING THE 1973 CRISIS, THE COUNCIL
DETERMINED THAT GNP WAS REDUCED BY APPROXIMATELY 2.5%. AND, THE
1979 SHORTAGES WERE RESPONSIBLE FOR A 3.5% REDUCTION IN THE THREE

SUBSEQUENT YEARS.

PRODUCTION LEVEL

AS WE CONTINUE TO WITNESS DRAMATIC INCREASES IN OUR DEMANDS
FOR IMPORTED ENERGY, DOMESTIC PRODUCTION CONTINUES TO SLIDE. IN
FACT, WE ARE NOW PRODUCING ABOUT 833,000 BARRELS OF OIL PER DAY
LESS THAN WE WERE JUST LAST YEAR. THAT'S REPRESENTS ABOUT 10% OF

OUR TOTAL PRODUCTION, AND THE DECLINE WILL CONTINUE IF LEFT

UNCHECKED .
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ACTUALLY, THE LOSS OF DOMESTIC PRODUCTION FROM THE
CONTINENTAL UNITED STATES IS EVEN MORE DRAMATIC. THESE RECENT
FIGURES FAIL TO POINT OUT THAT PRODUCTION FROM THE ALASKA NORTH
SLOPE HAS INCREASED AS DOMESTIC PRODUCERS SEARCH FOR AVENUES TO
HALT IF NOT REVERSE THE DANGEROUS DECLINE IN DOMESTIC
PRODUCTION. A.N.S. DELIVERIES HAVE ACTUALLY INCREASED BY 200,000
BARRELS PER DAY DURING THE PAST YEAR. WITHOUT THIS SURGE FROM
ALASKA, OUR LOSS OF PRODUCTION WOULD BE WELL OVER 1 MILLION

BARRELS PER DAY.

SUMMARY

CONGRESS MUST FOCUS ITS EARLY ATTENTION ON OUR NATIONAL
PROBLEM OF OIL AND GAS BEFORE WE HIT THE NEXT CRISIS, NOT AFTER.
WE DO HAVE THE OPPORTUNITY TO REVIEW OPTIONS AND MAKE INTELLIGENT
CHOICES, IF WE ACT SOON. THIS WINDOW OF OPPORTUNITY WILL NOT

LAST LONG, HOWEVER.

REVIEWING THE HISTORY OF PAST EFFORTS TO ADDRESS OIL SUPPLY
DISRUPTIONS SHOWS THAT CONGRESS WAITED AND ACTED TOO LATE, AND

THAT THE EFFORTS THAT WERE IMPOSED ONLY FRUSTRATED OUR RECOVERY.

THIS TIME, WE HAVE THE OPPORTUNITY TO ACT BEFORE THE CRISIS
AND IN A PRODUCTIVE MANNER. LET'S ACT TO PRESERVE THIS VITAL

SOURCE OF ENERGY.
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JUNE 11, 1987

TO: SENATOR DOLE ™\

FROM: GREG SCHNACKE
SUBJECT: ETHANOL UPDATE

The attached charts are a fairly close chronological summary
of Senate and House legislative activity on ethanol.
Additionally, I have included a chart on non-legislative
activity. Talking points are also attached.

John Gordley and I are working on a draft of a bill designed
to extend the ethanol excise tax exemption from 1992 to 2000. We
are trying to come up with a formula that would also
systematically increase ethanol in gasoline over the same time
period by percentage and share of use. This may not be feasible,
but we should know more next week.
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TALKING POINTS--ETHANOL

0 I am al s amused to see old ideas presented in new
packages. \In recent weeks, I have been amazed at the
new found ihterest in ethanol. Frankly, I was
supporting ethanol when ethanol wasn't popular.

0 The interesting thing is, that ethanol, like aspirin,
has been around for a long time. Today, the packaging
is slicker and prettier, but a few of us, and a lot of
you, have known for many years the benefits ethanol can
generate.

0 I was first asked to look into the use of wheat for
ethanol when I was in the House in the 1960's. That's
been over 20 years ago. I have probably sponsored at
least two dozen amendments or bills to provide tax
breaks for ethanol and fight cheap ethanol imports.

0 Developing the ethanol industry is good for America.
It will improve farm income by reducing our enormous
grain surpluses. It will improve our air quality
because it burns cleaner. It will make us less
dependent on foreign oil imports and more energy
secure here at home. And it will create jobs.

0 Let me emphasize a couple of points that ought to be
of interest: The Denver Air Quality Control
Commission will hold hearings next week on the use of
oxygenated fuels for pollution abatement. I fully
expect this to be adopted. That would be good news for
many of us who have felt for a long time that ethanol
can go a long way in our cities to meet the public
health threat of air pollution. It's an important
first step in the adoption of alternative fuels
solutions to these problems.

0 Secondly, I repeat my call for an extension of the
six cent excise tax exemption for ethanol blending to
the year 2000. I was an original sponsor of this
exemption and feel it continues to be needed if we are
to ensure adequate development of this industry.

0 The heartland of this nation has always produced
good things for this nation: our food supply, some
energy products, solid values and a generous people.
Once again, we must turn to this part of the country to
provide answers to key problems that affect our
nation.
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ETHANOL RELATED LEGISLATION - 100TH CONGRESS-SENATE

Bill and Date Sponsor No. of Short Title Action
Introduced Co-sponsors Summary :
S.Res.92 Grassley 7 Expresses the sense of the Senate that Ref. to Finance Comm.
1/29/87 the Senate reject the President's 1/29/87

recommendation in the 1988 budget for

repeal of the excise tax exemption for

alcohol blending.
S.Con.Res. 36 Pressler 6 Expresses the sense of the Congress that Ref. to Govt. Affairs
3/19/87 the USDA, Departments of Transportation Comm. 1/19/87

and Energy, and EPA should work together

4 to establish the use of ethanol and

methanol to reduce air pollution and

surnlus erain stocks and effectively

utilize urban wastes. Same as H.Con.Res.36.
Sen. Chamber Dole, n/a Amends Wheat Acreage Diversion Program Passed Senate 4/23/87
Action, Grassley & Disaster Assistance; requires the Sec.
Amendment 163 of Agriculture to conduct a study on the

cost effectiveness of ethanol.
S.1080 Boschwitz 7 Requires that manufactures of new model Ref. to Commerce Comm
4/23/87 cars after 1988 indicate on the window 4/23/87

whether the vehicle can operate on gasahol.
Sel232 Exon n/a Requires Sec. of Agriculture to make CCC Ref, to Ag. Comm
5/19/87 surplus stocks (no less than 5 million nor 5/ 19./87

more than 100 million bushels of grain)

available to state entities for construction

or expansion of fuel ethanol production

facilities. s
S.Res. 219 Daschle 6 Expresses the sense of the Senate that EPA Ref. to Environment
5/21/87 (Dole) should actively encourage the states to Comm, 5/21/87

include in their State Implementation Plans
the mandating of alcohol blends (including
ethanol and methanol) as a pollution control

strategy.
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ETHANOL RELATED LEGISLATION - 10URHHORIeRESSY - SENATE - (CON'T)
Bill and Date Sponsor No. of Short Title Action
Introduced Co-sponsoxrs Summary
S.1304 Simon n/a "Ethanol Motor Fuel Act of 1987". Requires Ref. to Energy
6/2/87 Daschle 1/2 of all motor fuel in the United States Comm. 6/2/87

to contain 10% ethanol by 1992. Requires
Sec. of Energy to establish a program of

ethanol development and use in motor fuels.

Program would include public information
on benefits of ethanol motor fuel use.
Same as H.R. 2052.
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Item & Date Sponsor

No. of Summary of Item
Co-sponsors

s

Status/Action

Clean Air Act
Deadline
12/31/87

Colorado Air Quality
Control Commission
6/18/87 - 6/19/87

Hearing :
Alcohol Fuels Durenberger
Caucus Daschle
6/12/87

Deadline for attainment of ambient air
quality standards for ozone and carbon
monoxide. Failure to meet deadline

o exposes area to potential sanctions.

Public hearing to receive testimony on
pronosed oxygenated fuels program.

Expected revival in next couple of
weeks of Caucus with first emphasis
on Clean Air Act deadline, problems.

Look for bills
to soften impact
on cities and
states that fail
to meet the
deadline.

Decision this
summer .
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