
PHILIP MORRIS COMPANIES INC. 

WASHINGTON RELATIONS OFFICE 

TAX AND BUDGET BRIEFING 

May 6, 1993 

Prepared for: 

Bob Reese 



PHILIP MORRIS COMPANIES INC. 

BUDGET AND TAX BRIEFING 

MAY 6,1993 

TABLE OF CONTENTS 

Tab A THE FEDERAL BUDGET PICTURE 

1. Receipts and outlays by categories 
2. Important dates - Congressional budget process 

Tab B CLINTON ADMINISTRATION'S RECONCILIATION 
PROPOSALS - revenue estimates from joint committee 
on taxation 

Tab C PHILIP MORRIS' KEY TAX ISSUES 

3. Tax treatment of advertising costs 
4. Corporate income tax rate and the CEO tax group 
5. Tax treatment of royalties - CORT 
6. Tax treatment of intangibles - 

- Coalition on Open Year 

Tab D HEALTH CARE REFORM - articles on the administration's 
probable health care reform package and financing 
alternatives 

Tab E FEDERAL EXCISE TAXES ON TOBACCO - the plan 
to combat excise tax increases 

7. Third party activities 
8. Tobacco Institute 

TAB F ACTIVITIES OF ELECTED OFFICIALS 
AND LABOR OFFICIALS 



FEDERAL BUDGET 
PICTURE 



~evenua 1,143 1,215 1,291 1.3S6 1.414 1.- 1.540 1 . W  I ,  1,733 1.101 

0uthyl 
Diccretiwry 4 7  539 539 5% 569 584 600 616 633 650 644 
Mardaloy 

5ocl.l %curin 302 319 335 351 3 6 1  311 403 410 439 419 r10 
Madare 1 6 I 8 4  111 2). 159 2 316 350 319 432 
M.diud 80 91 101 111 131 1U 162 179 lgl 219 244 
Civil I.wK~ 
a d  MiliUn - . - . . . . . - . , 
n ~ ~ r e m a n t  61 67 71 75 n 82 IS 89 93 97 

mar 203 ?.a1 
SubtDUl * I$# 1 I d #  1.274 I= 



RECEIPTS  AND 
O U T L B Y S  







IMPORTANT 
DATES 



IMPORTANT DATES IN FISCAL 1994 BUDGET PROCESS 

DATE ACTION 

Jan 5 

Jan 13.14 

Jan. 20 

Jan. :I 

.,n 26 

Feb. 1 

April li 

July 15 

.jug, 15 

.4Ug 20 

Oct 1 

10 days after end of K u i o a  

li days after end of session 

4 5  days after end of Kvlon 

New Congress convene: P r a ~ d e n t  Bwh expected l o  subm~t a budget package [ a  
Congress 

Senate Governmental A f f m  holds confinnation hearings for OMB Direccor.du~g. 
nate Rep. Leon Panetu ID-Calif) 

Presidential Inauguration 

Prestdtnl rqu l r td  to notify Congrw of optional adjustment to mrx~rnurn drr1c11 
amounts for FY 1994-93 

Anticipated release of CBO's Economic and Budget Outlook for f F  1994-96 

Statutoq deadline for President's budget submiulon and OMB's FY 1994 Kquesira- 
tlon preview repon 

Anucipted release of CBO's annual publication on deficlt rtducuon optiom 

S u t u t ~ ~  deadline for adoption of the congnui0111l budget resolution for FY 1994 

OMB submits mid-xaloa budget review 

CBO mbmiu FY 1994 budget update 

OM8 sukniu PI 1994 sequestration update 

P i 1  I994 k#m 

CEO nrbmiu fiil FY 1994 sequtstration of report 

OMB submiu fiml FY IS94 squestratioo npon: pmident issutr any nccawr!. 
scquaurtioa order 

GAO mbmiu camphlm repon 
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ESTIYATED BUDGET EFFECTS OF THE ADMINISTRATION'S REVENUE PROPOSALS 
CONTUNED IN THE FLSCAL YEAR 1994 BUDGET (1) 
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M E M O R A N D U M  

TO: GMA W d b g t o s  ~rwutlti~cr 
GI%-WBC 

FROM: Muysophoc 
S d o r  Wo Pratdmt, Q o v r ~ a t  Maln 

DATE: A p d  14 1993 



April 22, 1993 

TO : Hike Braslin - 34 Michael Conrad - 22 
Tom Dudrack - 19 Rick Pitdale - 22 
Roger Haupt - 22 Jim Jenness - 25  
Bill Lynch - 22 Jim oatas - 22 
Kerry Rubio - 22 Jack smith - 22 
Ella str-01 - 22 Peta voli - 19 

CC: Carolyn Daniels - 34 Kathy Ring - 34 
Judy Pyke - 34 Patty Siebrrt - 34 

FROH: Carla R. Michelotti - 34 

On behalf of the Chicago Advertising Federation, ve Cmrdinatad a 
meeting with Chairman Dan Rostenkovski on April 13, 1993 at the 
offices of Helene curtis. 

In attendance at the meeting wore repreeontaticns of loadinq 
Chicagoland advortisers, agoncios and modia. Present were: 

Ron Gidwitr, Prosidant L CEO or Haleno Curtis Inc. 
IN Koppol, Director of Govunmont Affairs, Holmo Curtis Inc. 
Joe Cappo, Vico President and Group Publisher, crab 
Communications, Inc. 

Jim Oates, Chairman, Leo Burnott U.S.A. 
TO* Buerger, Xidvost Sales X8nagor, Sports Illustrated 
Kathleen Spaar, Vicm Prosidant L Deputy Gonual Counsel, Xraft . - 
General ~bods- 
Stove l4cNeely, Ptosident. Pa+ri& Xedia Group, Inc. 
Jeff Dixon, Senior Vico President o i  Public Affairs, Patrick Undia 

 reu up, xnc. 
Clark.Hin0, Vice President of Advmrtiring and Xarketing 
Communications, Th. Qukox Oats carpany 

carla nieEolotti, Senior Vice President an4 Director of 
GavUnmmt ~ f a i r s ,  Lao Burnett Company, Inc. 

Tho a0eting 1ut.d for o v u  u! hour and a half. Koy arguaents in 
0ppOSition to chmqinq tho tu troatlmt for advortising o~p.nse8 
voro prosontod. Particululy u p h U i r . d  was fhr fact that 
according to thr Oonnu Lillmy study tho Qicaqolmb area would 
stand to loso mdro jobs than any othu comorcial contu if the 
tax troatmont oZ t h m  advortising uponso8 voro to bo changod. 
chairman RostuJtovski sourd surprised to h o u  th&t Chicago 
(rather than Madison A V ~ U O ,  New York) has mora fobs po+ontially 
jeopardized if legislation attecting advortising cnro iaposed. 



Our group was able to succesSfully present the arguments 
supporting the importance of advertising. We explained that 
advertising is the n8cessrry fuel to help make the economy qrov, 

The bottom line: Chairman Rostenkowskf understood the issues, 
appreciated the audience and asked tvice'whether everyone in the 
room war really from Chicago. Re seomed somewhat surprised and 
pleased that evaryona was from the Chicagoland area. He also 
raemed surprised to learn that Chicago vaa the economic center of 
advettising for this country. He told us that he would "help 
usn. Ha told us that he had not hoard anything about any 
proposals to change the tax treatment of advertising expanses. ~t 
soma length he encouraged us by saying that ha was hearing 
much about such proposals. We told him that certainly ho would 
know more than us and that's why va needed to talk to bin as our 
representative in Congress. 

Tho advertisers in tha room each expressed concsm about m y  
category specific proposal regarding tax deductibility. ~lthough 
such proposals may bo pharmaceutical, tobacco or alcohol specific, 
the concun was exp?OS8&d that to the oxtont such legislativm 
attempts would bo precedent rotting, such efforts m y  quickly k 
expanded to reach other  advertising categories. 

We discussed the benefit advertising has on media grovth, and the 
importance of advortiainq to nanufacturus in order to introduce 
n4v products and encouraga product innovation in tha marketplace. 

In summary, there var a very positive atmosphere in the r m .  Wa 
wero encouraqd that tho Chairman taportad that ha had not been 
lobBied lay either rid. about changing the trx troatmont of 
advertising ayponsas to date. 

The most oainous comunt from the Chairman vas about the rwlity 
of his role. He is in fact, according to h i s ,  a *revenue raiserw. 
As he said it, nI'm th. guy who pulls the vidov out of t h m  houso*. 
And, ii: in fact *tha winds changen and that "itn becomes part of 
the Wrawamandationm, than he perhaps could do nothing about it. 
But, so tar ha said that ha hasn't hurd anything and he doesn't 
expect to hmr 8nyminp. 

We dimcussed the Koran .ad Hukin bills at s o u  lonptbj ha 
aooaingly was unavara that thoy had k e n  introduced. We told hi. 
that Senator Dola had boon rathu oainous at tho MP mooting about 
the brrttle which thm advertising indurtry wuld faca this yaar 
regarding ad tax daductibility. 80 said that Sonator Dole is very 
good at *throwing in a bone vhan he's trying to ptotoct his ownn. 
Senator Do10 is mu& more eoncemnod about doing aw8y w i t b  tb. 
luxury tax; thus, parhaps, ~ o l a  is raising the concern level about 
ad tax daductibility. 



we met in one of the conference rooms atop tha Helene Curtis 
headquarters. The room i s  walled on three sides by windows - all 
of which were open to a groat view of the Chicago river a d  
skyline. The quoto of tho meeting was from Clark Bine of Qudker 
Oats who raid: "Look over my shouldor Nr. Chairman. A11 of those 
buildings are named after great advortir~ra.~ And, Sure enough, 
in a row atarting vith tho Helen0 Curtis building in which we sat 
were the Quaker oats building, the Loo Burnett building, tho 
Wrigloy building, the Sw-Tiaas building, the Tribune building, 
tho T h e  Life building and tho NDC Tower. It vrs a great visual 
and dramatic demonstration of  exactly the importance of 
advertising to tha city of Chicago. 

The meeting war very positive and Wall recaivcd by both sides. 
Since the meating, I'VO talked to several poople who were in 
attmdance. They all thought it want as well as could b. 
expected. 

Should anyone hava any questions, ploaso don't hasitato to call. 



CORPORATE 
INCOME TAH 







COMPANIES THAT HAVE AGREED TO SUPPORT THE BILL 
IF THE CPART TAX AMENDMENT IS ADOPTED 

ANHEUSER BUSCH 
DOW CORNING 
EMERSON ELECTRIC 
GENERAL ELECTRIC 
GENERAL MILLS 

GENERAL MOTORS 
HALLMARK 
HEWLETPACKARD 
HONEYWELL 
I BM 

KELLOGG 
MERCK 
3M 
PHILIP MORRIS 
PREMARK 

r) PILLSBURY 
PROCTER & GAMBLE 
SARA LEE 
WESTINGHOUSE 
m O N I C S  



April 2 2 ,  1993 

The Honozable Dan Rostenkowski 
Chairman 
Committea on Ways and Means 
1102 Langworth House Office Building 
Washington, D.C. 20515 

Dear Mr. Chairman: 

The undersignad companies fully share the President's twin 
objectives of a lower federal budget deficit and a more 
productive econolry. We believe that a woll-ordered 
corporate income tax is important to tho achievamont of 
both ob j octivos. 

The signatorias have for many yeam advocated that the 
corporate income tax should have tla. broadest possible tax 
bas. and tho l0w.t possible taw rat.. Th. groat majority 
of tax economists and practitionmn in tho Unitod States 
believo it as wall. The broad-ban. and low-ratm principle 
is M e  organizing principlo of fodoral corporate tax law. 
It is how the government gets the best results from its 
corporate tax policy, whether judged by economic 
efficiency, equity, or adminimtrability. 

Wo urge the Prosidont and Congross to be stoady about 
keeping a broad-bare, low-rate corporate income tax. An 
incrmased corporato tax rat* to pay For an investment tax 
crodit would h a rqrurion toward tho broad-loopholo, 
high-rat. systu which congroms ropudiatod in 1986 as 
economically inafficiant, unfair, and comp1.w. Wa believe 
that tho curront corporato tax ratms should bo maintain& 
and that t&a propored ime8tment credit. should be 
vithdrawn. 

The curront stnrctura of tho oorp~rato income tax was 
enacted in 1986, after 18 months of CongXemsional inquiry 8 and dabat. that resulted in tho Tax Roforn A d  of 1986 and 
a corporata incorn fax increase averaging $30 billion per 4 
year. 5 

ul 
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The Honorable Dan Rostenkowski 
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What did Congress think it was achievina? The House - 

ttee on Wavs and Mew gave this c~mprehensive~ 
explanation: 

"To correct the many problems of the present tax system, 
the committee bolievea that it is of utmost importance to 
reduce marginal tax rates. Lawer rates reduce the tax 
burden on many taxpayers, the predominance of tax 
considerations in business and personal decisions, and the 
bias in favor of consumption over saving. The goal of 
lovor marginal rates can bast be achievod by roducing and 
eliminating inefficient subsidies and unintended 
preferences in tho Code. By closing loopholes and 
eliminating abusos, this bill helps onsuro that no 
individual or corporation will swcessivoly transfer tax 
burdens to other taxpayers by manipulating the tax syrtm. 
Tha bill contributes greatly to improving tho equity of 
the tax system and tho efficiency of tho economy, without 
altering the total tax rovonuas collected." 

The Senata Committe. was more pointed: 

"Tho current tax systom intrudes at nearly every level of 
decision-making by businesses and consumers. The sharp 
reductions in porsonal and corporato tax rates and tho 
elimination of many proforuwos will d i r e l y  removo or 
lessen tax considorations in bluinoss and conaunptions 
decisions. Bruin088 will b. able to co~pote on a more 
equal basis, and businoss winnors will ba dotorminod moro 
by serving tho changing ne& of a d-ic economy, and 
1088 by rmaphg the submidi08 providod by tho tax coda." 

tor 

a tax is a t a r  on invos- 
r.turn.. Th. nation's oconomic wolfaro in tho future 
doponds on tho investments that wo -0 today. Raising 
tho tax rate on invastmuit roturn8 will mean l u s  
invostaont, loss uploy.ont, and loss hprovuont in 
living standards than othervisa would occur. 



The Honorable Dan Rostenkowski 
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* cornorate income tax is a do-. ~ e t u r n o  t o  
equity investments in coruorations are  taxed twice--once 
a t  the  corporate level and again a t  the personal level 
when dividends are  paid or stock is sold. Tho U.S.  is the 
only major industrialized country t ha t  does n o t  mitigate 
this double tax, which can bo moro than 50 percent. 
Raising the income tax rat0 would lovy an even steeper 
double tax on investment roturns in the U.S. 

a rr cornorate ~ncomo tax ra tes  w i l l  inevitablv ba 
f!Jllowed bv the reinst i tut ion of tax Dreferrnces fw 
-.--This was tho vory tax structure that Congress 
worked so hard t o  bo r id  of, for  masons quotod above. 
That high tax rates  arm the economic and po l i t i ca l  fuel  
for  spacial  tax proforoncos or  mincent ivun is simply a 
matter of record. Indeod, the Administration's own budgot 
proposal contains an investment tax crodit--available only 
t o  cortain businesses that buy certain kinds of proporty 
during a cer tain time period--to countoract tho anti- 
investment ef fec ts  of highor tax rates.  

corvorate income tax ra tas  w i l l  -air OUL; 
c0muqtitiv~lqap.--Numorouo countries cut 

thoi r  comorato incomo tax rat08 i n  rosuonso t o  tho l w o r  
U.S. rate; enactod i n  1986. I f  w e  worinov t o  ra ise  our 
tax ra tos  and 0th.- f o l l o v d  with higher tax rat08 too, 
worldvido tax08 on invostmont roturns t o  U.S.-bas& 
companies would go up by more than any gain t o  tho U.S. 
Treasury. In that case, imroston,.in foroign-basod 
corpanios would bo loss  affoctod bacauso of corporato 
intogration m . c h a n i . u  that  tho U.S. does not have. On 
the othor hand, i f  our competitors do not follov our 
higher rate*, then the 0.8, i t so l f  would becoma a loss  
a t t r ac t ive  site for  imrostamt. 

4 For a while, a theory of "arbitragom was 
circulating t o  the offoct that the corporate income tax 
ra te  must go up, for  tachnical reasons, i f  th. top 
individual income tax ra te  w e r e  increased. O+horwise, 
unincorporated businesses vould reorganize a s  c o r p o r a t i o ~  
in  ordor t o  anjoy an appuontly lower tax rate.  The 
"arbitrage* theory has died out, hovevor, bocawo it lack. 
roalism. A. notod abovo, incorporation is generally tho 
t i cke t  t o  doublo taxation, not t o  tax saving8. Bocause of 
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double taxation, equality of tho corporate and individual 
income tax rates is a false harmony that is not required 
for technical reasons of sound tax policy. 

Du Pont Company 
Emerson Electric Company 
Genentech, Inc. 
General Electric Company 
General Mills, Inc. 
Hallmark Cards, Inc. 
Honeywall, Inc. 
iBM Corporation 
Merck & Co, Inc. 
3 1  Company 
PepsiCo, Inc. 
Philip Morris Companies, Inc. 
Tho Pillsbury Capany 
Tho Proctor & Gamble Company 
Tho Quakor Oat8 Company 
Sara Loo Corporation 
Westinghoure Electric Corp. 



REX NOT IHCREABI 
TBE CORPORATE I H C O U  TAX U T E ?  

Quastions a d  Answars 

9u.stioa X I :  Fiscal  Importanem of corporata Tax 

Aren't corporations gatt ing off aasy? In 1991,  corporata 
incoma t u a s  varm just  9.3 pmrcaat of a l l  federal  receipts  
and wore only 17 parcant of a l l  fadaral  incomm tu 
csl lact ions .  

Xnswar: federal t ax  is touaher on cornorate income than it 
+s on noncomorate xnomue. 

According t o  s t a t i s t i c s  available from tha Bureau of Commarce for 
the l a t e s t  year, corporate p ro f i t s  i n  1991 wera only 7.6 percent 
of Me  national income, including wagas. rents ,  in te res t ,  and so 
on. Compared t o  the case in  which a l l  types of income would k 
taxed a t  the same ra t e ,  the actual  t a x  System col lec t s  mora than 
two times too much from corporate incomo. Said again, corporate 
p ro f i t s  a r e  only 7.6 percent of national income, but federal  
income tax on corporate p ro f i t s  arm 17 pmrcant of federal  income 
taxes (corporate plus individual).  

Quastion #Pa Ohua of budgat raaoipts 

If corporata inaome t u a s  u a  so  high, why . to  thoy only 9 
parcent of fadoral rmvanue? Thmy warm 22 percant o f  fodaral 
raaeipta i n  196s. 

AnSVar: rat. of lncoma tax- a t  a 
ora te  l eve l  is about as  h u  now as it wan i n  1961. In  

recent years, fadaral  income taxas a t  t he  corporato lavol took 33 
parcant of a l l  corporata prof i t .  That's nearly tho same 
porcentago a s  in tho mid-1960s (36 percant) ,  a f t e r  which it has 
f luctuatad betwaon 26 porcant and 48 porcant. 

Wan though fu lora l  corporato incomo t a ros  a ra  about a s  s t i f f  a s  
thay war. in th. mid-196Os, th.y a re  a l a s sa r  percent of to ta l  
federal  rocoipts  f o r  -: 

Tho vary rapid w h  of -tv tax~p--half  of 
which arm paid by businoss aaployorsr and 

1 

t axa t ion) .  In  fact .  t o  qet coruorata income taxas 
co l lac t ions  up t o  2 2  parcent o f - a l l  fadoral  recaipts  
would now raquira a corporata incomo tax  r a t e  that is 4 

w e l l  ovar 75 parcont. IU" 
A 
Q 



Question 13: Comparisons with Racent History 

Why the ucitamant ovar the proposad 36-percent rate? not 
vary long ago, the corporata income t u  rat# was 46 parcrnt 
until it was raduced by the T u  Raforn Act o f  1986. 

Mawar: T-er tax at a 34-uercent rate than 
was the earlv 1980s tax at a 46 - ~ercent rate . Specifically, the 
latest report on corporate tax rates from the General Accounting 
Office says: 

"The average U.S. effective tax rate for the companies GAO 
reviewed increased from 18.6 percent in 1986 [when tha 
statutory tax rate was 46 percent] to 32.9 percent in 1989 
[when the statutory tax rate was 34 percent]." 

The pre-reform corporate income tax system had impressively high 
"advertisedn tax rates. But the pre-reform corporata tax base 
was so perforated by special exemptions, deductions, and 
investment credits, that the high advertised rat* didn't apply to 
a lot of income. 

Tax reform fixed that in 1986. Even though the advartised rate 
was lowered to 34 percent, the tax base was broadened so much 
that the 1986 Act increased corporate income taxes by $120 
billion over a +year period, according to the Joint Committee on 
Taxation. 

Why should corporations sontinurn to pay only a 34 pareant 
t u  rate, when the Prmsidont vat8 wealthy individuals to 
pay a top t u  rate of nearly 40 peraont on their inaora? 

Amumrr" Tho total a ~ u n t  of fwimral income tax that is 
typically collected whm a corporation earns $100 is over 
$50. Se.kinq nequitablo contributionan from everyone ia no 
reason for raising the corporata income tax rate, because 

bv moat heavilv tax.d of 

The reason that tha foderal government now collocts an out-of- 
the-ordinary amount of tax per $100 of corporate income is &&As 
taxation. Of the $100 that ia earned on bahalf o f  an individual 
shareholder, $34 is taken away in corporate income tax: and wh8n 
the r8maining $66 is paid as a dividend, another $9.90 to $20.46 o 
is taken away in individual incomo tax (depending on his or her 1 
tax bracket). That's a total income tax rate of 43.9 percent to 
54.4 percent under present law. P, 

ul 
N 

the too total tax rprJ on conuai3 P 
CJl 



income would so ue to 61.3 oercent due t o  hiaher individual and 
coruorate rncome tax rates. 

westion #S: International comparisons 

Bow c.n our corporate incoma t u  rate be callad high by 
international standards? Aren't the statute- corpor8te 
income t u  rate8 in G e m m y  and Japan highar than ours? 

Ansvar: If the President's proposal goes through, the 
"advertiseda1 corporata incoma tax rates in Japan (37.5 percent), 
Germany (36 percent) , and the U.S. will ba very close. But 
t 7~ 
AD the U.S. 

The reason is double taxation. We have it. Other countries 
donat have it or they have found a way to abate it. That 
includes Germany and Japan. 

- * - n tha U.S. thnn in - &z? hiahar t h r  U.S. than in tha 

Baak to fairnass. If the aorporata income t u  is really 
t u  on individual sh.raholdors, i m f t  it a hfqkly 
prograsaiva t u ?  Th. conventional Visdor is that vary rich 
paop1. o m  most or tha stool. 

Ansvarr According to analysis by tha Congre88ional Budget 
Offica, th. funtax- far mt of t& 

as a ~rpppfffpnal, tax. not as a w=ess~vo tax, 

Yes, lass-well-off fmilies own lass stock. But their corporata- 
sourco incoao is ganorally a8 important ralativa to othar kinds 
of incola as it is for mora-wall-off families. As a result, CBO 
finds that thr corporate inconr tax takas-- 

* Tho samo parcentage of incoma (1.6 parcant or 1.7 
parcent) from 60 parcant of the population: and 

N 
Naarly the same parcentago of income (1.0 porcant to 0 
1.7 parcant) from 90 percent of tha population, with -l -4 
only tha richest 10 parcent paying a notably diffarant 5 
proportion (4.7 porcant). VI 

h) 
P 
Q) 
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Y E L C X  49.3DJ COVL,NG n l m l  

CAaLE FOVLIUO 

April 14, 1993 

Dear CORT member: 

We need your help. 

Attached is a letter to Secretary Bentsen we helped 
draft for Congressman Peter Hoagland (D-Neb.). Congreseman 
Hoagland, after discussing the Administration's royalty 
proposal with representatives of Kellogg Co. and others, is 
prepared to send this draft to tho Secretary, provideq that a 
"critical mass" of Ways and Means Comaittee Meaiberr join him. 
We think a critical mars is about 10 signatories, of which at 
least 6 be Democrats. 

The Hoagland letter cows at a very important 
juncture. The efforts of CORT and othors have tagged the 
royalty proposal as one of the noat controvorsisl parts of the 
Administration's package. Ways and Means is expected to mark- 
up the package in early May. Congressman Hoagland wants to 
gather the signatures and rend the letter to Secretary Bentsen 
by the end of next week. If we help the Congressman meet his 
goal, he also m y  follow-up this letter with a "Dear 
Colleague" letter to the entire House of Reprarentatives. 

This letter could help persuade the Administration 
that this is one fight they don't need. It is important that 
you promptly contact Way8 & Means Conittmo Member# to urge 
their participatton in thir offort. 1nterest.d Comitteo 
Meahrs should contact Congressman Hoagland or hi8 arristant, 
Roger BlauWt, to sign-on. 

When you speak with umbers and staff about the 
Hoagland letter you can tell them that the language i8 not 
cast in concrete. Congressman Hoagland 18 looking for 
suggestion8, particularly i t  a change will bring additional 
Committee ~eI.llb.rs on board. You also can tell Members and 
staff that Congressman Hoagland is mindful of the importance 
of keeping Chairman Rostenkowski apprised of his efforts and n h, 
has taken~stepr to do so. 



April 1 4 ,  1993 
Page Two 

The Hoagland letter won't happen unless members of 
CORT beat the bushes for support. Ways and Means Committee 
Members and their staff need to be contacted immediately to 
meet next week's deadline. In order that we coordinate our 
efforts, I would appreciate your letting one of us know whom 
you have contacted. 

Thanks tor your help. 

Sincerely, 

Ronald A. Pearlman 

Attachment 
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May 3 ,  1993 

COMMITTEE ON ROYALTY TAXATION 

The substantial Increase In Foreign Source Royalties Since 1986 
Is Not Attributable To Tho 1986 Corporato Tax Rate Change 

In a briefing paper, dated April 14, 1993, the Treasury 
staff states that the 1986 reduction of the corporate tax rate 
"created incentives for [many U.S.] + * companies to generate 
low-taxed (or untaxed) royalties income." The paper cites 
increases in royalties since 1985 as evidence that taxpayers 
"responded to those incentives." 

CORT members think the Treasury staff assertion is 
incorrect. Rather, the following factors explain the increase in 
royalty volume: 

International businosn growth - Royaltien typically 
are calculated as a percentage of revenues; increases 
in revenuer earned by foreign affiliates results in 
increased royalties payable to the U.S. parent. 

U.S. companies, encouraged by their government, have 
aggressively expanded overseas markets. Thus, overseas 
service activities have increased significantly, 
resulting in increased royalty paymonts. Wall Street 
-, April 21, 1993 at l r  col. 6. Likewise, 
computer software royalties, which represent a large 
portion of royalties payable to U.S. companies and 
generally are higher as a parcentage of revenues than 
royalty rater for other intangibles, have experiencad 
tremendoua growth ainco 1986. 

Aggrosrivo onforcownt of intolloctual proporty 
rightr, 4 workor dollu and the "unblockingM of royalty 
payaonta by foraiqn countrioe. 

1986 Act (Soation 482) cormrurato with incoaa 
rtuadud - A8 a rorult of the 1986 Act, U.S. c o ~ n i o r  
are roquirod - indeed forced in some carer by IRS audit 
adjurtmntr - to increase royalty charger to their 
foreign affiliator. Thoso increaser as. not the tosult 
of tax planningj thoy aro the rorult of tax compliance. 
Moreover, a8 roeognizod in 1986, because royalty 
payments generally are doductfblo abroad, thoy actually 
may enhance the U.S. tax bare by reserving m r o  of tho 
pro-credit U.S. tax on foreign earning8 than is the 
cane with dividend paywntr. Staff of tho Joint h) 

0 
Cormittee on Taxation, tion of the '& -I 

Act of 190(, 866- -J P 
U1 Attached is a summary of reasons for increamed royalty payments N 

to several members of CORT since 1986. 
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1 re0ciPed d d  be increased by the 8m- deter- 

2 mined under this mbseotion as in effect OP th day 

3 befare the date of the enactment of the Revane 

4 h n & m  Ad of 1993." 

5 (2) ~ C I T C E  DA~.-!I"he anadment d e  

6 b p ~ ( l ) S h s n . a p ~ b t o W 1 e g s a ~ ~ -  

7 ning &T Ssptembar 30, 1993. 

8 PART II-AUOCATION OF BESEAaCH AND E& 

9 PFmbmNTAL R t P E m ~ :  TREmmw 

10 OF CEBTAIN ROYALTIES 

11 WU: Sll. ALLQCATION OF AND m- 

12 ~ A L B P g m M m s a  

13 (a) G z m r s ~ ~  Rvlrg.-Pmgm@ (1) of d o 1 1  

14 864(f) ( ~ t o a U o o a t i O n o f r e s e a r c h e n d ~ ~  

15 espenditnres) ie amended by striidng sabpsragraphs (B) 

16 and (C) aud batirrg the fOnowiPg: 

17 "@)btlwcwafmyqa$ibdr8mamh 

18 a d  cqaimmtrl qer~ditwea (not aUocstcd 

19 - ~ * d P - & l ( ~ ) &  

20 "(i) to the extu~t mch q d i t a m  

21 *ttnbtabb to &&a odnctad in 

22 theunitcdsws, 100pal?Qltofrachrt- 

23 p a n d i ~ s h J l b d i o c r t r d a a d  

24 e p p a ~ t o ~ ~ ~ w i t h i n  

25 theUPikdStatssddsdnctaclhmsafh 
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income in d e t m h b g  the amount of k- 

able incame &om solrrceg within the Unit- 

ed States, d 

"(ii) to the ertent such expenditwe$ 

are atsibatable to activities conducted ont- 

side the United St* snch erpenditures 

shall be allocated and appo-d on the 

besis of grars sales." 

&I) CONMRMINQ A3ImDmNI)S.- 

(1) Subsection ( f )  of seation 864 ia amended by 

sbriging parsip.aph (5) and hmtbg the following-. 

"(5) Ihr~md'p~om-The 8scrstarg shrll p m  

~ a u c h ~ a s m k y k s q r p m p r i a t d t o  

carry out thc purpaser of this dnwtion, iaeladbg 

mgdathm rslating to th4 datadmtion of whether 

q q m m a  am u&ibutable t~ wtbitiw canductad 

in the United 8- or outaide &e Unitad Statas 

d ~ p m r i d i n g R I c h ~ n t r t o t k e  

.pwkkau of thin m ~ o n  u may br appmpriafc 

i u t h e 0 ~ ~ 0 f ~ ~ M d C o n -  

tr;LiQt d" 

(8) BPbpuyprph CD) of metion 864(11(4) ia 

Lmandadbp~~"wbprrypaph(C)"rodinsert 

ing (B) or (0". 
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1 (c) Eimoprv~  DATE.--The mendment mads by 

2 thisswtionsb$IapplytotasableyembcginninSa~u 

3 Deaember 31,1993. 

4 SEC. sn. ROYALTIES TREATED AS P- mcom FOB 
5 PUBWSE% OF SEP- APPllcATLON OF 

6 W O N  TAX cB]cDPI"r 

7 (a) G m m w  Rm.4ubparagraph (A) of section 

8 904(d)(2) (defhinS passive in-) ia amended by redes- 

9 iBnating cEansea (iii) and (k) 1u CkflDW (iv) aud (P), re= 

10. q d v d y ,  and by h.reerting &&r c law  (ii) tba follaamg 

11 new cleuse: 

12 "(iii) I N ~ U ~ X O N  OF BOY&TI~S.-&- 

13 oept u prwided in oLo# (iv), tha turn 

14 'pardve income' i&ndt+- 

15 "0 aayrofatpinrsspcctof any 

i n w l e  property dcrcribcd in see- 

tion 936(h)(3)(B) (whether or not tha 

rquhmab d m p b  (2)(A) cn 

(3)(A)(n) d sdetiolr 954(c) an met), 

lad 

" O w l y o t h c r ~ f o r t h o  

t I m ~ ~ o r f o r t & J I j g h t a r ~ ~ t o  

w, rn w e  .wQwF so dc- 

scribedmdanypai~nrcartmadeinwn- 

m d d o n  of a d o  or other dh 
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1 p~eitim of mioh int&Me pmp 

2 er@totheeztentthatdpaprnent 

3 is mtingent on tlM produt3tiviqtg, rw, 

4 or disposition of such property." 

5 (b) DETEEXWATION OF W- Roums BRE 

6 Hzcc~-T- I~co~.--Snbpwqqh 0 of section 

7 904(d)(2) is mended by addmg at the end thereof the 

8 fonowing new sentawe: "For prrrposaa of thia subpaw 

9 graph, al l  items of inmme d e e c n i  h h e  (iii) of sub 

10 p a p p h  (A) shdi be &&ed as 1 item of income." 

11 (a) Loo~.'lhu BUUS NOT APPLICABLE TO CIE& 

12 mm ROY&ms.-Paragraph (3) d adan 904(d) is 

13 amcnded by adding et th end thersoi ths following ntw 

14 subparagraph: 

15 "(J) r A O K w  - NOT APPIdCbBU 

16 TO m~dw BOPALTIE~.-FW pxpw of tbia 

17 pangrcrph,thtarn'roydtp'sh.l lnot~e 

18 auy roplty in rsrpaaf of inmgible p r a m  de- 

I 9  scriad in lsctiorr 936(h)(3)(B)!' 

U) (a) ( ~ ~ N ~ B Y M o  AmImMmmI-- 

21 (1) Claw (ii) of d o n  904(d)(2)(d) is 

2 2 .  by "* (ii.)" prrd 

23 "claw (ivy'. 
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1 (2) %bclause (m of section 90P(d)(2)(C)(i) is 

2 amended bp atding "subparagraph (A)(%)" and in- 
3 s- " s a w h  (A) (iv)". 

4 (9) Subclause O of seetion 904(d)(3)(Fl)(ii) ia 

5 amended by skiking "paragraph (2)(A)(i)" and in. 

6 serting "paragraph (2)(A)(io)". 

7 (el E3mcrme DATE.-The tmmdments made by 

8 this section shall appIy to U e  years bty+g after 

9 December 31,1993. 

10 PAUT m- ~ ~ 0 ~ 1 8 1 0 ~ 8  

11 BEC 2sn OF a a m O N 8  FOR W O S K  

12 mcAPITAL 

I3 (a) ~ O V I S I O N ~  ~ ~ N ~ T I N Q  TO IM) GAS B. 

14 corn.-- 
15 (1) ~~ TO BECIION 907.- 

16 (A) m p h  (1) of aectiop 907(c) k 

I7 amaddby rdding at the end themof the fol. 

l a  l ~ M w d u r h ~ ~  

19 " 9 a c h t c p m d o w n o t ~ d t s p g M d o r ~ i n -  

2 0 ~ a h i e h i ~ i n o o m ( ~ d ~ i n s e c t i o n  

21 QWd)(2)U)).". 

22 (B) Purlprph (2) of d o n  907(c) h 

23 ~ m d s d ~ ~ a t t h a c a d ~ t b i a d  

24 l a a i n g n e w f l o r h m ~  



BY SACS- 

To: Comictee on Royalty Taxatlon 

FROM: Ronald A .  Porrlmrn 

We arc pleased to advise you that Cangressman 
Hoagland will join us at a COWL' meerlng on Monday, May 3. The 
meacing will h held In Covington L Buzllnq's mdln eonforenee 
room on the 11th i l o o c .  We expect tho Congressman to arrive 
betweon 12:lS-12:30. Therefore, I would appreciate ~ h o r e  of 
you vno plan to attvr~d TO arrive no later than 1 2 ~ 0 0 .  

Following Congressman Hoagland's virlL, *a will 
discuss efforts that CORT should undertake in conncetion vlth 
the Ways & Means markup. We expect to adjourn no later t h a n  
2:OO p.m. 

We have promised re provide the Congrossmrn 4r.h a 
list of attendooo by noon tomorrow. -a it 1s 

WSVP IIIV srcrp 
very 

e t  t h a t  v baa. Errbra Anaier. at 202 
661-5746 pr-lor Lpthat time. 
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AMORTIZATION OF INTMGIBLES - T ~ ' ' s ' I ~ ~ P  Tt.,. , . , ,. .- . * 77 

~.,-. < *~ "...~- h . ~  ~ -. 
April 28 ,  1993 

: , - , .. I .?: ,>. ~ .,., 7s ,: \?.2,*, ,<,iW+ -?. ~ 

L i t .  ~ 

mKIN 
~ - w .  , , . ' .i. :@ ,.,: q, .:$:.:i:sFI ~ '{,%? a Pormg ~ - -  

, 

,.,... ~ - . .~ . .  .. " ., 

. ~ <8,jX ;,%. ;;':i, .,., @. 
PROBL- . . ..- *. .(!>' 

. . , ,.. . . 4 ' , -r; . .  . ."Z ' . : k "i*I;%:$i.; IT', 
For years, the tax treatment of acquired . . .. intan$ible-ass&s h e  p~ . .. - . ?-: been-uncertain and controversial. 1ntariqi~l(,~assefs'irE6iu'Ze =~ 

"%.-~! 2 :  r , - -~ae .&.m \. . . . c B :  

customer lists, workforce in place, infoeatrpn base, know- 
,*-, .,-. ,., .-,= 3L. how, and supplier contracts, as well as goodwili and going- 

concern value. . ,: -.:, ,.,.- ". . ~ . ,..<~! 

, .  . . . . . ,~. . . . . , , '  ' .. . - ' ..I . , , .  . .: ,., , . . ,: ,,:: .'I J ~ ~ F # & ~ ;  ,.:;g. - The Preasury Department has explicitfy racoq<i&3 iince 1919 . ~- 

that intangible assets may be amortized for tdx'pur@os~i~~'&'-' . . .,.<~. 

unbroken string of regulations since 1913~ has allowed a~ 
deprgciation deduction for intangible assets that ~ r e ~ ~ ~ i i e & ~ i r i -  
a trade or business and which have a determinabre u$-efur.life '- ' 

,.-.~ . ~~ .~ . .  -,..~.-. - ,  , ,*.,. 
and value. It has also been clear, since at i e E &  1927 that .b ..~-.. - -: ..-.. . . .. 
goodwill and going concern value are not amorEi%bJe for 3axp- 

,, . . -- ~- ~ 

DUrDbSeS. , . ., , :,:9.. , ,~..- 2"- h~.,~ -~&.. ,...,,L,,. ~ + -  
a - . . . ' , . ' l$,",:'>-i; 7,. :yy 

...::... t : .  . ,A. +,*+ 

It is a required practice - -  for both financial statanent 
accounting and tax accounting -- for a company that puFchaaii-.' 
assets to allocate the purchase price among fhose'aasofa"hnd~~~ 
then to give each of those agsets :their proper 'acco~firiq " 
treatment. Companies need certainty in tho tax and'finXnciXl--. 
statement treatment of their purchases, both to ensure they 
pay a proper price for tho assets and also to allow financial 
operations for future years to bo planned. 

, ,  7 +  * " .  . , ,  . gc . :%',::%. r.:.::,.r, . . 
1 ~ tlo ,2i*!.h;, , ~ ! !>.> g, 

Despito tho cloar statemant o i t h o  regulationi, 
persistently challangod deductions taken for amortization of 

~ ~~ -- ~ 

- -p - - ~ 

intanaiblo assmts. -- 
~ - - ~ - -  - - - -  

. . . .. . ; *  ; ,;+, . * '  ;, ,,. J',.::. , <**:  3 "B"" :,,:.>;<,.id. .,.: ;; 
hi 

The IRS challongos havo boon b&ad on both fa=tuii-'ib;'.uo*-'~an 
legal issues. The factual issues have been' whefiiir aniiail.lit- 
has a dot8rrinablo usoful life and whotber - '  it Xa8 a -- ~ ~ ~ ~ 

determinablo value. The principal lagal issue has- bean - 
whethar customor-based anlreta and other intangiblon ara per To-- 
indistinquishablo from goodwill and going-concarnvaliio; A - 
GAO toport issuod in 1991 stated that 70 prrcant of tho IRS- 
taxpayer disputos ovor intangiblo assets tT10 GAO rtudiod 
involvod thin lwal issue. 

- - 
. . ,  . . . , I ?  , .t, ' 'I&, " 4' , ..& .,,is :.~. ; , ~ ,  , . 

?... , .<:. .3: 
vnfortunately, tho oxisting r<&latfoni oncoGage taxpijfYf#' 

, that acquire assots to taka tax-rotivn positions that fowl 
directly into an IRS challonge. By naturo, intangibles are h, 0 difficult to quantify. Bacauso a tdjrpaydr must~alloCate Xho ., 
purchase price among tho assets adquirod, and bocaudi gbOdYill 

,-- ~ - 
2 is clearly nonamortizable, taxpayefa have an , incontivo . , .?:: to 

" &d.. . 01 



fi ,. , ' " ' *  -?;.&. .:,,, , : ::. 
allocate purchase price to intangible assets bther than 
goodwill. A deduction that is never claimed by the taxpayer - 
will never give the taxpayer any tax benefit. 

: ,  ?.. . 
~ - ..; 

Under current law, there is no mechanism short of nagotziti . . 

with the IRS to determine the "correctt*, amount J$ 
amortization deduction in this context. Many ,&n6qggglb&.@ -,. 

. ~ 

assets, if purchased singly instead of in an acquis1tio.n that ~. 
, ~ . ". -. 

requires allocation, would never have their amortigation n- 
~- ~ ~ 

,. . , .~ 
deductions questioned. ~ ~ 

~ .. .... -,,, , 
: 

/ :  - I , , .: , r-s~ , ,  . . : . ,";.:- - , . ;.".? =I. 

+A9."- - -  , , .  :>, 

Taxpayers have won an impressive array of court victories on 
~ 

whether they can amortize their acquired intangibles,'~~ut' 
txi-.. ' ' '  

~ ~.,, . 
IRS challenges have continued. In 1 9 7 4 ,  following 'a tagayer -. ~ . .. , ... 
victory in the Houston Chronicle Court of Appea1s':cai~~':the~ 
IRS even issued a revenue ruling saying it would..no >ogg%r.l .~ ~..  

rule, as a matter of law, that customer-based intiiigsble" 
assets are "indistinguishable from goodwill possessfnq no,::: - '  . ' .  . 
determinable useful life." In practice, however, the I.&'ha<~ 
continued to challenqe amortization deductions. - 

. 3 , "  , .. . ~. ~.. .~.,, 
. , :>  ̂ . , -  3 ' 3. ' : r.' I . ;  , '~ ~3 , ' , > ~ :  

~ c ,  

  he likelihood of an IRS challenqe has aade it, iq;??iSi9 ,fi= T r a , , ,  ~ , "  

businesses that purchase assets to carry on tho r financial 
operations with any certainty. Tho uncertain tix liability is 
only part of it: tho possibility of needing to pay additionalp- 

~ ~~ 

tax in the future restricts a campany~s'~vai1ablo cpital Lor- . * ,  
investment in plant and equipment and its abiiity to ECeifa"""~ 
new jobs. A company with uncertain tax liability has loss 
access to the capital markets and to lenders. Instead, a 
company that makea an asset acquisition must assumo that it ~... . 
will be negotiating and litigating the tax treatmentof that 

~ ~ .. ,~,.. , , ,  , ,-,. , . acquisition for many years. . .- 
c . - .$. .. j !' 

. , I .  ,., 

- , 
On April 20, 1993, tho U.S. Supremo Court, in Newark ~ h i n g  
Ledger, hold definitively that a taxpayor may deprociata an- 
intangible asset if tho taxpayer can provo that tho assot has 
a value and a 1imSt.d usoful lifo, "rogardlass of how mi& tho - 
assot appoars to reflect tho expectancy of confinuod- 
patronage." This holding directly overrules tho-XRS*s 
argummnt that soma definable intangible assets are @r so-  - 
indfstinwfshabl. fro. qoodwill and qoinq concern value. - - - - ..,. . ~ - 

' . . F , ,  , ?::: :. ,ci'.7g' ;;T,,y ~ ,* 
, 'a~.:: 

while ~.wark Morning Ledger is a groat victory' fbrtaxpyars, 
tho decision falls far short of mottling all issuos thi- IRS-.  
has raisod in M e  past concorning intangibles amortization. 
Although the Supruo Court squarely settled tho~l.gal issuo, 
it also mad. cloar that taxpayers must provi, a s  a i%ctual - 

- ~ 

issuo, that their intangible assets have a valuo and a linitod h, 
usoful lifo. Tho Suprame Court sat' no liaits on the IRS's 0 
discretion to continue to challenge these factual'issuLi; vo 4 



believe the IRS will prosecute these factual issues perhaps 
with as much viaor as ever. - - 

e * 
m e n  with the resolution Of Newark Morning Ledger, thero is a 
large backlog of cases, at different levels of jurisdiction, 
involving taxpayer-IRS disputes over the proper treatment and 
dafinition of intangible assets. Some of these cases have 
been open for years. Newark Morning Ledger, which involved an 
acquisition in 1977, and did not involve significant factual 
issues, took 16 years to be resolved. The Supreme Court 
decision does not promise an early resolution of these other 

~ 

cases. "4% 

s 
LEGISLATIVZ SOLUTIOPIO 71 a 

some people had hoped that the Supreme Court would make tho 
intangibles issue "go awayn by deciding Newark Morning &edger 
in favor of the IRS. The clear statement of the Supremo Court 
that taxpayers may amortize their acquired intangible assets 
if they are proven to hava a value and life means thm issue 
will not "go away": a legislative solution is more cornpolling 
now than ever to avoid tho endless controveray that will 
otherwise persist. 

".̂ IE 
-7 

We believo tho only way to end this chain of controvwrsy and 
uncertainty is to enact a legislative settlement. A proporly 
drafted legislativo solution: 

1 / i- 
-,a* 

could put a stop to pointless litigation over old 
transactions, _id< 

. . . . 

could give th. business community tho senae of ,~.ttii~t~~'~:: 
they need to plan th0ir future operations, _ . ,< .:,I 1 .  - 
could set clear boundarias about intangibles amortizbf ion - 
that avoid nit-picking over questions of fact that 
probably can never bo totally resolved, -- 
could stop tho IRS from trying to takm away *fro. 
taxpayors what tho Treasury regulations hava long said 
thoy are ontitlod to, and - .  ," . - . := . -.. , . ~. 

could accomplish thoso goals without a rovonur toft tq ; 
th. U.S. govornmont. . . . . ~~. , *.> . 

. . . .; , % ' .~ 

We kliovo that tho intangibles legislation that has7$+qD. 
sponsored by Houso Ways and Moans Committoo chairman 
Rostenkowski will achievo theso goals. His logislation w o u ~ ~  - 
spare taxpayors and tho IRS from arguing over tho usoful lifo 
and tho amortizable valuo of specific acquirod intangible ,,, 
assets. Instmad, Rostonkowski~s legislation would givo all 0 
intangible assets -- including goodwill and going concern =j 

P 
3 



, ., 

~~ - .. . k, ' , -. 
I . ; .  ;- 
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value -- the same tax treatment: they would all be amortized 
for tax purposes Over 14 years on astraight-line basis. 

~etroactivit~ , . +~.  . J  , .  

In H.R. 4210, which Congress approved in March 1992, the 
Rostenkowski proposal was expanded to apply -- at the 
taxpayer's election -- to past intangible acquisitions in open 
years, but with a 17-year amortization period. This expansion 
would have gone much further to eliminate controversies, and 
would have been revenue neutral to the government. 

In Chairman Rostenkowski's initial draft of H.R. 11, he 
included a similar retroactive provision to that included in 
H.R. 4210, but with a 19-year amortization period. 
ultimately, H.R. 11 did not include a retroactive provision, 
but the chairman's approach -- treating all taxpayers equally, 
regardless of their tax return provision, and providing 
essentially the same policy both for open years and going 
forward -- is the best one. . - 

* 
Another proposal, known as MFresh Start," was discussed by 
Chairmen Rostenkowski and Bantsen in the conference 
negotiations on H.R. 11, but was ultimately dropped. Under 
"Fresh Start, taxpayers could elect to recapture over a f ive- 
year period previous amortization of intangible assets 
acquired in open years. At the sam. time, the taxpayer would 
begin amortizing all intangible assets plus goodwill and going 
concern value, over the same period time as used in the going 
forward piece. 

W.R. 11, which Congress approved in October 1992, included the 
intangibles legislation without the retroactivity election. 
Although it was not included in the final bill, the Senate 
Finance Committee included a different elective rqtroactive 
provision in its version of the tax bill: 75 percent of the _ 
assets claimed on the taxpaymr's returns for open years (other 
than goodwill) vould ba amortized using the method art4 life 
claimed on the returns; the remaining 25 prcent woqld be 
denied, and recaptured on the current year's tax return. + 

1 
.4 

 his propomal has the unfortunate effect of rewarding 
taxpayus who took agqresive positions on their tax returns, 
while penalizing taxpayers who took conservative positions. 
This effect is totally inconsistent with the premises of a 
voluntary compliance system. .. 

?< 

The Joint Tax Committee and the Treasury have not yet issuad ,,, 
a rmvenue estimate for the Rostenkowski legi$lation basd on 0 

-4 the taxpayer victory in Newark Morning Ledger. It seem8 .., 
P 

4 -7 a -  
01 



reasonable to believe, however, that prospective legislation 
vould raise revenue. Taxpayers would be willing to take a 
generally longer amortization period than they would be 
entitled to under a purely factual approach to gain the 
certainty the legislatior. provides. Furthermore, a 
retroactive provision could be drafted to raise additional 
revenue. 

ground On Leaislat 
.- 

ive Prouosalp 

Tho ~ostenkowski legislation has boon scrutinized for almost 
two years now. Congress twice approved this legislation, in 
slightly different formats, in March 1992 as H.R. 4 2 1 0  and 
again in October 1992 as H.R. 11. This intangibles 
legislation would now be law if those bills had not beon 
vetoed for unrelated reasons. 

" , .,, , *.:..; ,;*...7$mv~,~;-~T_== -- 
~~~ ~ -~ - ~- 

~ostinkovski~s original proposal i n  ~ u i y  19Gij. t p  Priyid. A a. 

prosgoctivo logislativa solution ,M, , ~~mmaqnizrd~-,u _; ~ ~ 

compromise, but a good compromigr: f ~ k :  r~l?ny~hfm&los,-a 14- ~-, 

yoar amortization poriod vould, b.# 19.?gw . . j  t...Upariod a :. .- 

taxpayer would claim on a tax rotram, but #a-raducadsrr.t _of 
negotiation and litigation vou 

Tho auin bonefit of tho Romtank 
M a t  it eliminates tho controversy and allaareLw~ul.%xpay~-~ 
and tho IRS to tackla more impostant concwr, .;v,:.......... ;= ~.--~- .,,. 

~. 
chvni , ,,,, q.t, G,&k m$kF-:=:-=I~:- 

., ,:.Li : ,:*:* +?.?;: a,.z. 4 : 

Tho Rostenkowski intangibles logislation ' h a  .won in- 
in 1993 as part of R.R. 13, a propbiif to s i ~ l i f y  zwgp--p- 
provisions. Tho Clinton Administratian. h @ & , . ~ ~ ~ . ~ l y  .. . 

statrd a position on eithqr B.R. 11 or W o  -~ -----~ 
legislation. wo bolinn tho intangibha S . d a l ! L t t .  
within tho overall goals of the .Ctilrt~n Unirtg&tion tax 
package: it would elhinatr an; unpr~ug$iv@._~istratiw - 
drag on tho oconoly, removo an inpw&mnt to inu.mta8nt and . ,  

job farution for coipanios that hrvc..,t.hir imuus. end wmld -. 
not lore rovonuo. Congtos. shou,kQ ham, no r.!8lu?n_EcthinklIm 
Prosfdont would not wolcou tho. addition ot  .Mm-intangiblu , . 
logilrlation to his tax packaqo. 

~. 
j 

.< 

ILISPOSSI TO ORPQXIBMT8 ,,, - p3pti 7 , ;  I . b-,a--:.=----- 
, . , ?. ,, k,' , . . .:!2h,-bg b 3 m v , &  -\.,- a.4 ~ L - * > 8 L c - - r p   EEL^ 

s o n  poplo h a w  argued th is ' '  aG&ing --tuturl 
amortization deductions for tha,Sr .*$re$ ; k&m&~-tb-d 
enco&ago n wavo of wrporrto takaovoxm a& buy~ut. Uka&kocr, 
whicfF typifi.6 the Ouly 1980.. T b  Rort-@$CQt&~~hdSl~ 
would apply. for tho r r t  part. o n U  & o n  au camany hql.R N_ '- 
specific assats of anotbor , colpa.ny, wt . !!hen i L j k ~ ~ -  -I 
dhu c m a n y t s  rtock. Oth.r chc -4 - -  
past docado h a w  ~ d o  amset pur P ;z 

UY ~ 
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believe enactment of the intangibles legislation should not 
affect a company's decision whether to buy assets or stock. 
What it should affect is the ability of a company that 
acquires assets to carry on with its operatione without h i n q  
enmeshed in a dispute with the IRS for the indefinite future. . 
Under the t ax  laws of most of our major trading partners, 
including Japan, Germany, the United Kingdom, Korea, and 
Canada, goodwill as well as other intangible assets are 
amortizable. Japan even allows this amortization over a five- 
year period. Providing a 14-year amortization period for all 
acquired intangibles would eliminate some of the U.S. business 
community's competitive international disadvantage, as well as 
eliminating needless domestic controversies with the IRS. 



2Wl M Street. N.W. 202 167 3800 
Washmgton. DC 20036 

~ a t o  April 13, 1993 stono 
R.f 

TO Coalition on Open Year Settlement Option Enc 
Off iao 00 

prom Gillian Spooner/Bill Fant 
Offiao Washington National Tax 

RMINDER:  he next coalition moeting will bo on April 20 at 
2 p.m., 6th ?loor Conforonco Room, 2001 M Street, N.W. 

Attached are materials we have sent to you previously, including: 

talking points, for possible use with members of Congress 
and staf f ; 

background talking points, not intended for distribution; 

a chronology of developmants with tho legislation, dating 
back to 1991; 

a list of different ravonuo ostimatas of the various 
proposals that have beon mad. during tho process; and, 

tho vote tally on tho Dorgan amendment last year. 

Also attachod is a draft lottar to Chairman Rostankowski that the 
Davidson/Kloin group is preparing for circulation among 
businesses and trada groups. 

Finally, also attached aro soma rocont articles, from Tax Notes 
and tho Journal of Corurca, on the troatmont of intangible 
assets. 

If you h a m  any questions, ploaso call Gillian Spooner (202-467- 
3813), Mark Springu (202-467-3888), or Bill Fant (202-467-3421). 



COALITION OM OPE24 YEAF! ELECTION8 
nYOlkTI1MXOY OF IXTWIBLIB -- TAX ~IIIPLIIICATIOU 

February 15, 1993 

s For p a r s  the tax treatment of acquired intangible assets 
has been uncertain and controversial. Intangible assets 
include customer lists, workforce-in place, infomation 
base, know-how, supplier contracts and other similar 
intangibles, and goodwill and going-concern value. 

~ntangible assets distinguishable from goodwill and going 
concern value and with a determinable value and life, are 
amortizable. However, goodwill and going concern value are 
not amortizable under current law. At the heart of the 
controversy ie a dispute ovor whether certain assets are 
diatinguishabla or indistinguishable from goodwill and going 
concern value. A GAO report, issued in 1991, stated that 70 
percent of IRS-taxpayer disputes over intangible assets 
involved this issue. 

Tho IRS contends that many customer-based and other 
intangible assets are indistinquishablo from goadwiLl and 
going concern value, and therefore may not be amortized. 
Taxpayers have contended that certain assets are 
distinguishablo from goodwill and going concern value, and 
in many cases the courts agreed. One such case involving an 
IRS-taxpayer dispute over newspaper subscriber lists, Newark 
Morning Ledger, is before the U.S. Supreme Court. A 
decision is expected within the next few months. 

A considerable backlog of cases exists, at different levels 
of jurisdiction, involving taxpayer-IRS disputes over the 
proper treatment and definition of intangible assets. A 
legislative solution appears to be the boat method for both 
resolving those old disputes and clarifying the law for 
futuro transactions. 

In recognition of the existing uncertainty and complexity, 
House Ways and Heans Committoo Chairman Rostenlcowski, in 
July of 1991, introduced loqialation that provided, on a 
promp.ctiva baris, a solution to tha problem of whothor 
catkin intangibla assots aro distinguishablo from goodwill. 
Goodvill and other intanqiblo assots would roceivo tho same 
trutnnt (14-yoar amortization), thus eliminating the chief 
controvusy. 

In H.R. 4210, Rostonkowski bockad a rulo providing 
eraontially the Sara troatmant to past transactions, but 
w i t h  a slightly longer amortization period (17 years) to 
providb revenue nautrality. 

Tvica last year Congress approved and sent to President Bush 
legislation thatwould havo provided for uniform treatment 
of acquired intangible assets on a prospective basis. 



president Bush vetoed both bills (H.R. 4210 and H.R. 11). 
H.R. 4210 included language resolving past disputes; H.R. 11 
did not. 

congrosa has considered several elective alternatives (see 
attached chronology) for intangibles issues for open years, 
including: 

1) 17-year amortization of intangible assets (including 
goodwill) acquired in open years (included in H.R. 4210, as 
approved by Congress and vetoed for unrelated reasons by 
.President Bush) ; 

2) 19-year amortization of intangible assets (including 
goodwill) acquired in open years (included in Chairman 
Rostenkowski's "mark" for Ways and Means Committee markup of 
H.R. 11; the committee later voted to drop the retroactive 
portion) ; 

3 )  75 percent of assets claimed on the taxpayer's return 
(not including goodwill) filed for open years, vith the 
remaining 25 percent recaptured in the current year 
(included in H.R. 11 as approved by tho Senate Finance 
Committee) ; 

4) recapture of previous claimed intangibles over five-year 
period, vith 14-year amortization from date of enactment of 
all acquired intangibles and goodwill (discussed in H.R. 11 
conforence negotiations between Chairman Roatenkovski and 
Bentsen) . 
5) 67 percent of assets claimed on the taxpayer's return 
(not including goodwill) filed for open years, with the 
remaining 33 porcont recaptured in the current year and then 
amortized ovor a 40-yoar poriod (considered during Senate 
doliberations of H.R. 11). 

Under tho tax law8 of most of our major trading partners, 
including Japan, Germany, the U.X., Koroa, and Canada, 
goodvill is amortizable. In Japan, companios aro allowad to 
amortizo goodvill ovor a five-year period. Thus, foreign 
corporations havo a competitive advantage over U.S. 
businassos. 

According to M a  GAO report (GGD-91-88, August 1991), 65 
porcent of intangiblo assot allocations claimed on tax 
roturn8 aro navar challenged by the IRS. 

The current cost of litigation, disputos, and nogotiations 
kl 
0 

ovor intanqibla asset is enormous; an open year logislativo -4 
resolution would wipo out most of thoso current costs, and a * 

A 
prospective rulo, as containod in H.R. 13, would provent 2, 

non-productive allocation of resources in tho futuro. Cn 
hJ 
-4 
0 



current law rules on the amortization of intangibles are both 
unclear and unfair. Different taxpayers with similar facts 
are treated inconsistently in numerous ongoing negotiations 
with the IRS. A legislative change that both clarifies the 
law for future transactions and eliminates tho huge backlog of 
pending cases is necessary. 

The intangibles lagislation is not *special interest" 
legislation -- it affects a broad spectrum of companies, with 
widely varying results. 

Tho intangibles proposal in H.R. 13 (sponsored by Chairman 
Rostenkowski) provides meaningful simplification for future 
transactions. It does this by providing a uniform recovery 
period for the amortization of all intangible assats without 
ragard to whether some portion of tho assets represents 
goodwill, 

Tho legislation is "rough justico* in that under currant law 
soma taxpayers havo assets with shorter lives or less 
goodwill, while others havo longer lives or more gocdwill. 
Indeed many taxpayers will have soma acquisitions where they 
aro somewhat worse off and others wherr they are somewhat 
better off. The resulting trada-off between simplification 
and certainty on the one hand, and a purer recognition of all 
the facts and circumstances that apply to each transaction on 
tho other hand, is exactly the issur in all simplification 
efforts. 

. Tho intangibloa provision in H.R. 13 could be improved, as 
Chairman Rostekovskiacknowldgod in a statomentaccompanying 
it# introduction. The provision as it is currently vritten 
does not addreas ongoing 185-taxpayer disputes. Resolving the 
existing controvusies will yield a savings of an enormous 
'1wunt of rmsourcas that currently ara boing employed by the 
govunnnt and taxpayers. Intangibles cases are consuming the 
resourcas of trxpayors, the IRS, and the courts. Substantial 
s u n  u a  being spent on identification, valuation, and 
allocation issues. 

Tha opm-year eloction adopted last year in H.R. 4210 is 
entirely conaistant with the genrral thue of accomplishing 
simpliiication. It would allov taxpayus to olrct a single 
17-year life for all intangible asmets. Of course, there will 
be SO.. winners and lomers from a tax liability perspective. -I 
That is always the price we pay for simplification. However, 2 
if we do not solve the open-years problu there will only be A 

losers. Both tho government and the taxpayers will be worse 
off bocausa both will expend resources resolving issues that ...J 

A 



have no precedential value and where the inconsistent 
treatm8nt of theso issues by the service and the Courts have 
mado any particular outcome highly uncertain. 

Under tho open years election provision in H.R. 4210, 
taxpayors would have certainty regarding tho treatment of 
certain intangibles they acquired in past years.  his 
approach solves what former Assistant Secretary Goldberg 
called "this sourco of wasto, inefficiency, and contravarsy," 
which "no amount of after tho fact onforcement and litigation 
can possibly remody." 

The existing controversies will not bo resolved by waiting 
until tho Supreme Court resolves tho "Newark Korning Ledger" 
caso. That case, while important, addrossor only one type of 
intangible asset -- customer lists, and could focus just on 
the specific facts presented. . 

Supporters of this legislation have no desire to see the 
deficit increased as a result of its passago. This strong 
support exists even among some taxpayors who, in making the 
elaction for this provision, would find thomsolves in a 
deficiency situation, owing taxes intorost to tho IRS. 

Tho policy dobats over intangibles amortization has shown that 
this is a tax issue that affocts nearly evory industry, not 
just a few "special interests." It affects a broad spectrum 
of companies, with widely varying rosults. 

Commentary in the media has suggostod that enactment of 
intangibles logislation will croato a so-called morgor boom. 
This ruggostion is fallacious on its faco -- existing open 
years1 disputas in this rospoct aro tho rosult of 
morgors/acquisitions that: 

11 Went forward duo to comoollinq oconomic/competitiveness 
roasons, d..Dit. tho -foroknowlodgo that - uncertainty 
roqarding intangibles' troatnmt could k unrosolvod for 

2) Going f o m r d ,  whilo some companies may experience an 
increase in overall valuo, this vrluo will ba rofloctad 
in s h u a  prico and will ppf procipitato tho "bargainn 
hunting that drove a number of mrrgorr/rcquisitions in 
the 1980'8. 

3) Tho troataant of intangibles is only an issuo in a 
limited class of morgors/acquisitiona -- thoso involving 
"stop-upa basis, rather than the moro common "carryover" 
basis. 



1/18/91 -- Rep. Donnelly introduces H.R. 563, legislation that 
would render intangible assets unamortizable 

3/18/91 -- Rep. Vander Jagt introduces H.R. 1456, legislation 
clarifying that certain intangible assets are amortizable 

7/25/91 -- Chairman Rostenkowski introduces H.R. 3035, 
legislation simplifying the treatment of intangible assets 

8/91 -- GAO report on intangible assets issued 
10/02/91 -- Public hearing held by House Committee on Ways and 
Means (In the press release announcing the hearing, a specific 
request for comments on retroactivity was included) 

l0/29/91 -- Public hearing held by House Committee on Ways and 
Means 

11/26/91 -- House approves H.Res. 292, conveying the sense of the 
House of Representatives on an elective effective date (July 25, 
1991 -- dato of introduction of H.R. 3035) for intangibles 
legislation 

2/20/92 -- Ways and Moans Committee approves intangibles 
provision, including eloctivo retroactive application (17 years). 

2/27/92 -- House approves H.R. 4210, vhich includes both 
intangibles provisions as approved by the Ways and Means 
committee, including elective retroactive application (17 years). 

3/3/92 -- Senate Finance Committee approves its version of H.R. 
4210, without intangibles provision 

3/13/92 -- Full Senate approves H.R. 4210, without intangibles 
provision 

3/20/92 -- Congross sands conferonce report on H.R. 4210, 
including oloctivo rotroactivm application (17 years), to 
President Bush, who votoos tho legislation* 

4/28/92 -- Pinanco Committao holds public hearing on amortization 
of intangiblos, with much attontion given to question of 
rotroactivo treatmmnt; Joint Committoo modifies estimate 

6/16/92 -- Sonata Finance reports H.R. 3040, which includes 
provision allowing taxpayers 75 porcmnt of intangibles claimed on 
tax roturn in open yoar* 

July 25, 1991 offective dato election for prospectivo 
treatment included 



6/25/97 -- House Ways and Means votes to drop retroactive 
e treatment from H.R. I1 (Dorqan amendment to strike 19-year 

retroactivo election from "chairman's markw; approved by 22-11 
vote) 

6/25/92 -- Ways and Means reports H.R. 11 (without retroactive 
election) 

7/2/92 -- House approves H.R. 11 (without retroactive election). 

7/29/92 -- Senate Finance reports its version of H.R. 11, 
incorporating intangibles provision (including 75-percent 
election) of H.R. 3040* 

9/29/92 -- Senato approves its version of H.R. 11 (after 
defeating Simon amendment striking goodwill from prospective 
application and approving Metzenbaum amendment limiting 
retroactivo election to 50 percent)+ 

10/5/92 -- House approves conference report on H.R. 11. 

10/8/92 -- Senate approves conference report on H.R. ll+ 

11/5/92 -- President Bush vetoes H.R. 11. 

1/5/93 -- Rostenkowski introduces H.R. 13 and says, "1 believe, 
howevor, that [amortization of intangibles] could be improved to 

e make it even moro moaningful and equitable, and I anticipata that 
in tho 103d Congrass thore will be an opportunity to consider 
such impr~vmments.~* 

~ u l y  25, 1991 effective data election for prorpectivo 
treatment included 



10/2/91 No official est. 
Unofficially raised $200 
million 

2/18/92 House Bill (17 
yrs. retro) JCT 92-4035 

3/18/92 House Bill JCX- 
12-92 Revised 

3/20/92 Conf. HR 4210 
(17 yrs. retro) JCT 
92-0091 

4/28/92 (17 yrs. retro) 

4/28/92 Unofficial 

6/16/92 SFC markup of HR 
3040 (758 retro) 
'CT 92-2143 

2.0 

2.0 

36-92 

10/5/92 Conf. IIII 11 -0.06 0.07 0.1 0.1 0.2 0.4 
JCT 92-0211 

Fresh Start (10/92) 6.1 

66133 Pro~osal 8.4 -0.4 -0.8 -1.4 -2.1 3.8 

1.5 

1.4 

1.4 

0.7 

0.6 6/24/92 HR 11 wLI R~.ty j 1.9 j I 

7/92 HR 11 WLM  corm^. 
(post-Dorgan) 102-631 

7/29/92 SFC HR 11 (758 
retro) JCX-29-92 

9/25/92 HR 11, Senate 
floor JCT 92-4199 

10/1/92 Sen. IIR 11 JCX- 

1.9 

1.9 

4.4 
Mark (19 yrs. ratro) 

3.5 

3.1 

3.0 

2.5 

-0.03 

0.9 

-0.5 

-0.5 

0 4  

-0.5 

-0.8 

-0.7 

1.7 

-0.03 

5.4 

6.3 

5.9 

-0.9 

-0.9 

1 -1.2 

-1.2 

-1.6 

-1.5 

-0.3 

-2.6 

0.07 

-0.2 

-0.2 

-0.2 

-1.2 

-1.2 

-2.0 

-2.4 

-2.2 

-0.8 

0.1 

-0.6 

-0.6 

-0.6 

-1.5 -0.2 

1.3* 

-3.3 

-3.1 

-1.4 

0.1 

-1.2 

-1.2 

-1.1 

1.22 

-3.6 

-3.1 

2.4 

0.2 

-1.9 

-1.9 

-1.8 

0.4 

2.5 

2.5 

2.1 



Dorgan Amendment to Strike ~etroactive Application of Intangibles 
Provision 

[yes = strike, no = retain] 

Gibbons 
Rangal 
8t.f k 
Jacobs 
lord 
Downay 
Guarini 
Pease 
lu t su i  
Dorqan 
Kennelly 
Donnolly 
Alld~ews 
Levin 
Catdin 
NoDonott 
Arahar 
schulza 
8h.U 
Jobnson, 1. 
Bumling 
oranag 

Pickle 
Jenkins 
Anthony 
co yne 
Moody 
Vander Jaqt 
crine 
Thomas 
McGrath 
Buadquiat 
Rostrnkowrki 

~ o t  voting -  uss so, Chandler, Gradiron 

No proxies were camt. 

Bold = mubar of Ways and Huns ourrantly (as of aO3rd Conqrosr) 



Dear Chairman RostenKowsXi: 

Tha undoroiqnod organizations a f f i r m  t he i r  support of your 
propoeal t o  aimplify an impartant araa o f  the tax law by uaing a 
14-ymar amortiaatien sohadulm fo r  a l l  guroh8smd intanqibla 
amaats. wa arm praparad t o  work tor  its anactmnt in to  lav  t h i s  
yaar. 

Wa arm avara t h a t  Mr. W. L. B a k u ,  ragraaanting tha  Unitad 
Food and comnaroial Woskus Intornational Union (VTCW) has 
f a s t i f i d  i n  opposition t o  your proposal, Md t ha t  porhaps other 
union o f f i c i a l s  hava vaicad r i n i l a r  opposition. A8 wa undoratan4 
it, thrir cencornm cant.+ on tha claim tha t  eho p r o p s a l  providam 
a t a x  subaidy t o  margers and buyouts which in  turn thraatmn jobs, 
W r  havo conaidorad this claim in  l i g h t  of our own urpuiancaa and 
have discussed it w i t h  our sconomists. Wa h l i a v a  Uuf m. 8aku  
and othors ma hava a misundustanding of Wha2 -0 propoma19s 
a f t a c t s  arm 1 1 koly t o  b.. It is our v i w  that tho proposal is 
vary unlikely t o  a f fao t  tho o v u a l l  incidanca of morgorm and 
buyouts, but it is vary l ika ly  t o  graatly simplify an area of tha  
t a x  law badly i n  naod of simplification. 

e Por a ahanga i n  fh. tur law to maX4 a mrpr or buyout mora 
a t t r a c t i v e  tlaur un- currant law, it would have t o  ahange tha  
n r t  prosent value, a f t w  tax, of a buslnorr. Othuvisa ,  no 
chango i n  tha  numbor of firms morgod or  sold vould bo 4wpact.d t o  
occur. Using -0 Garur.1 AaOOunting Offica's data on tanqibla 
and intangibla a s u t a  Srcn thm tu return8 of mmrpd or  Sold 
buminasaam, wa hava aonstnrctod the s i m p l m  a t t 8 o h d  tablo. Tho 
t ab la  shows, for v~t'ioum c-inatioru or tangibla and l n t m  ib l a  1 asmmt a q u i a i t i o n a ,  what M. affoat  of tho p=opos.cl chcmga n tha 
law i m ,  aasuninq wie ru  dimcount r a w  and a i th . r  a u o  or 48  
in f la t ion .  A. th. t ab la  .hew, a t  a 7.5I rul  a t t a r  fur dimcount 
rat., of far  p r i o u  for tho avuaga kuinO88 w u l d  ria0 about i 
pucont .  And a t  r i2.W diacouat rat. w i t h  4 p.ro4nt in f la t ion ,  
o f f e r  pr iau  would fal l  .a#. Thoma car;.. and t h m  other on- 
ahown oa th. tabla d..onmkSot. that oburgos in  tkr not pros& 
valuo a* bllliine48 u a  so  mall th.t it i m  unrumnabla  t o  
r-ct any laarwu or  e a a u  i n  tha nurb.r of f i r u  -gad or  
8 O l a  a8 l r u U l t  O* tho propO881. 

Wa would a l so  point  out that it is net  r a a l i a t i c  t o  urp.ct 
that morgora and salsa of b\uinasmas by t h a u a l v u  a i t h u  craata  
o r  rmduca job.. Exahmqas of u i m t i n g  amuts ,  individually or  in 
tho aqgroqak,  do not by th.u.lvas a f t e r  tho wonaryos tow1 
vortb  or pmduativity--may moraly rou ru rpe  Uu ownorship of t h m  
d a t i n g  a u a f . .  a i m  t h e m  L no r u a o n  to .wp.ot buyum of 
aximtinq b u r i n a r r u  te.br l e s s  aatut4 businasm pumons than 

a 



sallare, on avaraga, there is also no roaron to expact t h a t  
level of  a businass activity under nav ownership will ba -*.tar 
or amallar. Conroquontly, aggrbgate omploymbnt will likaly ba 
unaifectad by buminbra margbra Or buyout.. Although Hr. Bak.r 
and othars ma argub to Uls Contrary, we rrrpectrulJy diragree on 
tha basis af 1 ogio and axpbrimco. 

Yourr vary truly, 



2001 M. Street. N.W. Telephone 202 467 3800 
Wa~hlnptbn. DC 20038 

~ a t o  April 5, 1993 stoao 
RO f 

TO Coalition on Open Years Settlement Option Iaa 
Offiao aa 

Pro8 Gillian SpoonerfBill Fant 
Offiao Washington National Tax 

Although tho House will be out of session for tho next ten days or 
so, wo again want to encourage everyono to step up the pace of your 
visits to members of Congress on tho intangibles issue. We 
undmrstand that senior Ways and Moans Committoo staff have 
indicated opponents of tho intangibles issu., i..., tho unions, 
currently arm having a greator impact with thoir lobbying than the 
proponents, i.e., us and other groups. That this impression exists 
at a high lovol at Ways and Means should k a mattor of concorn for 
all of us. 

Attached is a rocont nowspapor article as an examplo of tho type of 
succoss the unions are having. 

Romindar: tho next coalition mooting will bo on April 12, Fifth 
Floor Conforonco Roon, 2001 M Stroot, N.W., at 2:00 p.m. 

Tn. folloving voek we will moat on Tuorday, April 20, at 2:00 p.m., 
Fifth Floor Conforonco Room. 

If you have any questions, ploaso call Gillian Spoonor (202) 467- 
3813, Mark Springor (202) 467-3888, or Bill Fant (202) 467-3421. 
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Orton fights corporate tax break. .! 
I y  Lao Oavidsam der tke Clinton plan," Ortoa said. ' i 
b*'N**Ww*r i rP1umu*Hdnc "In other words, over 100.000 
WAS~NGTON - R ~ ~ .  U W w o u i d  pay high- taxes 54 

oran, ~.uhh, be bat% ta ?at bigcorporate raiders can en. 
W& to stop what%2ayr would bc 1QY breakr while they break up 
a ta break forco r a l c n i d ~  campado u d  put employ- out 
tbat could u t  up a ?" revenue &om of work. Thisis not my idea af 
praposed k u  on the middle shared sadin." 
class. The P ~ O V ~ O O  u Mt PUt Of C& 

The fight pits Orton, a formw ton's tu Package but ir in a =pa- 
Dr. attorney, against powcriul rate bin sponsored by haten 
House Wayr and Mem Commit- k o v ~ k i  The chaYmsn Is expected ' 
tee Chlinnvl Dan RaotedcomU, ta Ly to wid it to the president's 
D-nt - with whom mart H o w  PPciUgtdurinp committee c o d .  
mcmbtn prcfunot to taqkk- ertUoa 
cause h panendove~eunveaur RortenkowsM'r propod would 
m d c m c u t p u m ~ t o l o o l  U O W t O r p f l t i o l u  tatake Uxde. 
proiecU ductlotu when they buy another 
Oftoois upset Uut a tax p company at a premium price, re- 

sionRastaakotnW ir chrmpioniiu krnd to aa "~orUzation of good- 
could pmvideup tow billion over MI." 
five yeua in tax brealu to h41p ORauuid It'%vould primmy 

, 
me forporatlo~ mkmg b corn ruve lo promote inenwd ho~lile i 
pletr laveraged buyoutr. UkMven and leveraged buyouts. , 

'"TI& mount ir mughlrequd to In Uie I-, we rrw thamult of 
P W j ~ ~ i n U x U b  *h-mwive coQorak debt, 

be paid by rll Amurtms mkhy h u g  employee Iayuffs and numa- 
between )30,W0 and S46,040 un. our bmlrrupteicr." * 



I look Eor*Rd rp bd#u h a  you 8 yaw ctl'a cmvaha Rerdb\l YW 
r b e v r m I r a g a u l m ~ b s s d u m .  



A a o d i a ~  IO rho C o q m i i  krrrd S n l a ' c  Jrw amOo, QI rJtbau cor of dw 
~ ~ . o t l o c d r i l l i r l i i y m o c w l S I M l l b . p s y w .  (CRInwaorrPhun. 
ryw s, 1rn) 

- ' 
FACT3 YOU SHOVJ) mow ABOUT TBE PROPOSAL TO U O W  

~ O R ~ T I O N  OF COODwILt 



peat Marwick 
Telefax 202 822 8887 

Data March 24, 1993 Btono 
Re f 

To Coalition on Open Year Settlement Option gno 
Of fiao aa 

From Gillian Spooner/Bill Fant 
offiao Washington National Tax 

With former Congroaaman Ed Jonkins as our guest, the coalition 
today discussed possible stratagiea in light of Congressman 
Cooper's nDorr Colleaguan letter. Tho following represonto a rough 
consansua of opinion regarding strategy: 

Coalition mombers should let Chairman Rostenkovski know of 
their continued support for and interest in intangiblos 
legislation. 

In a lov koy way, coalition mosbors should communicate to 
othor nombors of tho Housr, both Ways and Mans utrnbars and 
outside of tho comitte8, their continued support for and 
interest in intanqiblos legislation. 

In initial meetings w i t h  mombars of Congross, the iaaue of 
intangibloo a8 a wholo probably should lm discussed 
(addrassing retroactivity too oarly runs tho risk of losing a 
contact that can lm dovolopod o v u  timo). 

Wo should avoid activitioa that might tond to elevate tho 
intangibles issuo into the media spotlight. 

If you have any questions, ploase call Gillian Spooner (202-467- 
3813), Mark Springor (202-467-3888), or Bill Fant (202-467-3421). 





- r 

Chrrl fa Stanholm 
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Opposition to Chrirman Rorbkowmkl'r proporal for intangiblrr 
rrimplificatian hae been exprerued by Mr. W. L. &tor, who mpreroata thr Unit& 
Food md Commercial Wwkm Intarnational Union (UFCW]. Aa we uadmtand 
it, the objectioa o f  Mr. Baker and the union m n b n  on the coacsrn b t  the 
propod wi l l  provide r tu incmtiva for ma* and buyouts, which in turn 
wwld threaten jobr. Wa beliavs that tha conam of Mr. B Jer am unfounded. 

Fint, to & a merger or buyout mom attractiva than undu nzrrrnt law, 
r c h g a  inthr taxlaw w o u l d h r v a t o e h . n g l t h e n r t ~ w a t d w , ~ u r , o f a  
burinou. Abmnt ruch a changa in pnmt nlur, Conpur dsould axpact no 
~ tr thenwberafEmunurprdorao ld .  h m d w t o d ~ a t h m  
ertimatd ch.ngl tr thr h u m  price offorsd far r budmar rarul ltom the 
adoption of a l 4yau  unorthdon. n co~utructad tha anclo2tabla 
udnn General Acamntinr data on tmeWI and W b l e  unt 
wqdaitionr h m  thr taxv- of mar& & odd budnu&. Th. trblr hwm,  
for &our camMnrtiann oftrrdblr md intangible urst roqpidtionr, wbt tbr 

Lthrtrbierha,.tr7.S~td.tbrtudLanmtm~~~picar 
fmhrv~yrbudnrrrrPorJdrirrrboutl~t,md.talMpa#atdiroorrnt 
i.M with 4 prrcrcrt indrfion, & prim would fall 0.2 Jmnt(mhddb 
within Table 1). Thru arrw, md tbr othrr ill=- on the tabla, dmondzatr 
th.t+intbrdpnvatv.t lualrburlnwrmrodth.f i tL 
u n r u 8 o M b l a t o ~ W u y ~ o r r l ~ t o t b i r ~ i n ~ I . v  
wouldmdtinmirrnwuord.aurinth.~brrodlhnr~dard. 

T M t d , t o t b r ~ t h a ~ . t u ~ ~ i k n r r ~ d  
r e q u i m C i o n r , i t h u b u u ~ t d .  
Clrwrol Utititirr rub, d c h  dowad tha pumh.n durrtr of rd 

0 c o m p r n y ~ ~ d t h . r k p u g I n k d r ~ ~ ~ b ~  That + 

~ d t ~ l ~ ~ p ~ d b l . r n d t h a h u ~ ~ o a r n r p o n d i n ( r s d ~ ~ ~ ~  4 
acquirifiona &or that law bmma M v o .  P A 

VI 
h) 

S 



It h significant to note that both the Joint Commim on Tamtion and the 
T r e ~ u n  Da~artmmt beliwe thia rimplification PrnPorrl ia revenue neulxal. It 
pmvidu no bt b e ~ f i t a  ta thr cawh ewuudty;and no new tax inantlw~ 
What mdta ,  howwar, h mu& nodad dm~Ucation in the ndminirtrr.tirm of 
tho 'kr Code and fewer mtly dinputa htwk tarpcrgsn urd tha IRS. 

We feel that it ir vory important for you to expmu your rupport fbr thir 
pmpad to Chrirmaa RatonbwsLi, and tc ark him to hdudo th. i a w b l c r  
simplification Isghlrtian, ar ha trtroducd it, in the khadng nconciliation 
I s ~ t i o n  Your mpport dm can hrlp lnrlu the run Admhbtmtion awua of 
thr imgotturca of tbir iuur md show how coogoration and aompromire botwm 
taxpaym and thr govanmat an aebim true tu rimpUaution. 



HEALTH CARE 
R E F O R M  



I 
I PAYING T ~ E  BILL 

'4E COST SF H W L ~ H  CARL REFORM 

Reform's Economic Side Effects 
Clinton Rescription Runs the Risk ofSlolcing Recol.e<r 

First #'/our artrchs 

By Steven Pearlstem 
W I . ~ ~ O ~ M  Plbt 31ld Wnln 

A s he cons~ders the vanous 
strateaes for tunng the 111s 
of [he nation's health care 

,:.stem. Dr. Clinton faces a dilem- 
Ilia: The medicines are likely to 
have s~gn~ficant ,  and in 9ome 
cases unpleasant. econamic side 
?!iects. 

The Clinton progam, as out- 
Ihed M far. runs the nsk of add- 
11:s slightly to ~nflation and unem- 
ploytnent and slowing economic 
growth m the Lint two y m - 3  afIer 

But mosr d the analgsrs slid 
:hese Jhon-term nska to sauMI. 
I C  recovery must be weighed 
agalnst the long-term nslr d b 
~ n g  nothag and allowing hrlth 

T he health can indmtly 
nmrra#pmmkes 

one-sixth of the total output 
of Nu US economy. 

care costs to collsume mare of rhc 
natlon'r output; 

If health care q e n d ~ n u  !3 nor 
slowed, econunuiri p red~ct .  
hmencam would bce the a h :  
: e m  p r s p x t  q i  I tr:pk \$ham- 
my: bwer uyer u unplqsrs 
pass on'the riwng cost of Mkh i insurance: h~ghcr federal budget i 
deficits as Medicaid and bledicare ' 
costs skywcket; and h~gher trade ; deficits as health care costs are , 
added to the cost of goods and , 
sewkeg sold in world markets. 

"Sometimes to sclve a big prob 

Laurence Meyer, an economs 

I lem in thc economy you have to , 
create same srnaU problems." sa~d i 

forecaster who has worked with 
the Clintan W t e  HOW. 

T k  h c t h  care industry has 
bccww such a force in thr U.S. 
ecowmy-at 6900 b i h  a year. 
approaching am-& d the total 

9a BIlPORnt AZZ. CaL 1 



+,& --.&b 
w- 

? W * r g P e p a r W = w W  
qlms-w*q 
P ; r l m m - ~ p m t o * o e  
=yra='%==JwwP 
- w n m P m o u * ~  

~ d u ! ~ -  
~ ~ ' 7 l H A M h " V I A q ~  y4w3z*~mo;~ 
w'Ftmey~-tw 
o n ~ ~ p P d s ~ p t J l a l ~ p F o r  
& n s ~ o l  J ~ I ~ J O  a,uop 1cq1 ta1urdmo3 

pmcAr 
u r J ~ a q l o l u ! ~ ~ - s  
u ! m w ~ a q l F u L c p l m ~ ~  - yl pmare PJW a 1 e - W ~  ounl 
 nu p u o w  P m = ' 8 w P J f i  
=I PFoM , 1 1 0 0 m 3  WNIUI. P wJ*s 
r o a w w l p p o W a q l y l d m m d  

w J w P * o p c d  
anmrup r ~ajjo  01 pa~~nbl l  aq plnofi 

'WWW w @mnll- 
U! .suextw ne 01 m l w a  w nnam 
a>ueJnsu! yllraq aamil sues sqa IV 

wP=lw- 
C1803 TI YYW q, -S l  lenpw 
S U I ~ O ~ J A J ~  UIOIJ s a ~ d a o ~  8Ul%em0~1p 
Pue 'swqrs .ww puo =d 8RTP ufiw 
~Wwl lW ~~~ 
8u111eun~ ' a m  s~raeaatau~~upe Bunmwa 
Iq JOJSS q 1 p 4  41 tn qmod 41 aqs 01 
~0111136~0s w m - a a l ~  10 wuo! JUI cw 



I Weighing Cost vs. Benefit - 

Beeawe d all thes fmm. iumthec dd- 
lard Jpndmg m htalth yrdda kaa than a 

' W s w M t h d b m m t - d * r a 6 .  thau if it lnd been s p n t  or in- ehe- 

~ m t h c c a m m y .  
"It's pretty ckar the last ddlu we a n  

spendmg on htalth can isn't tuymg very 
much." d Joseph Newhause, an emno. 
nust and profcwx of health pdicy at Har. . ~ 

vard U n i d t y .  
Putting a number to this lewl d i d  

ciency of the M l t h  can sector is tmky 
buslnnvr involving a fair number d suW. 
avc judgments. &It Gary Rabbinr, an - 
mnic forms@? in Arlihglm, dab 

For exam@. mat empbyca tirms 'Iut Offer hedith insurance pay ior 
some of medical servwes out o[ 
om pockets. &t & r b  emplayees 

hospl~,iLation and to 
WY, they are treated for free. The cost of 
that "free care" IS passed on to cus- 
tomers. including pnvate emplayers who 
oHer insurance, m the form d h l e r  p k e  
and higher Insurance prermums. 

h p a n ~ s  with health benefit a h  
generally c o w  m e d M  msts for 

In theory, ~t shouldn't matter economl- Firms slth fewer than 100 rmpbyees 

cwnt t hae  argumenll. In tk short unn, 
they sayy, maw busuwxs s h k l  be 
a b l e t o ~ ~ ~ ~ m a - d I h C & t ~ ~ ~ ~ .  

cally whether more is spent on health as 
long as less IS spent on other things. But 
economists dlso know that not all spending 
IS created equal. 

 fa;^ dr rrunc gdimlint 
In the long run, economiru uy rbt 

have accounted tor m e  than 90 percent 
Of Ihe iobs during the past Iivc 
yean, according to a study released last 

all or most of it is paid for by insurance. 
Other consumer purchases. such a. a car, 
involve some cakufatlan of cost versus h n -  
efit. 

Health care also has tecome less produce 
suck as manufacturing k- 

cause work cannot be easliy done by 
chines. so technology has not been 
harnessed to lower cwts and improve pro- 
ductmty. Health care wages aiso have k- 
come h g k r  than elsewhere in the eomo- 
my. 

p l d d m b y - ~ W d i n  
thtformdclcfcmdwr~alld*sspnr- 
ounobkclrth- 

Jdm Shiela. a health ecowmiat with 
~ V H I . p r r d L I s l a h a l t h u n m a n  
dateraJdrrsukiamdcstlolldsban 

to ,,fi-busi nesa c.kr. who work at companm that offer no cover- 
A madte age or kss generous coverage. that rnns,ad by h 

Clinton task bm vwld effectively add Taken twther, these two types of "cmt 

S1.50 to labor cosrs at firm (krt alhina' ~~t to a 914 b~llion a year mb- 
p y .  on average. about $10 an hour. Tkc S* lhat Offer wurance [he 

added costs would drive firms that are firms 'Iut do nx. xcordlng to Shnk T'hc Clinton plan, by requtring a11 
ba"ly sumins ckse -. fim to Mcr a b a s  package of insurance. 0the"wouM b t o h y  off warkenorb wwkt e l i m ~ t e  that cost &&ing and put 
fer hiring. d g  to wll-kprcne9 ai- d-ompetbg firms on a m even pky~ng 
vafated field in t e r n  of thev hba costs. 

&It mrfv all e eo~mis t s  r*d Lo dk- 

uvflidncy a Omrates erc&~.&&, 2-& * pbi * compr*c * 
The Clinton administratiw's loJ far or Ins 100 cmpbllea l a  

haltharerriormis,dcoume.rnqueac) t b c 1 5 0 . 0 0 0 m ~ ~ 1 d M ~  
o u t t h m e i ~ o v a t i m a B g t b i  ~ b r b c e a p i a a q t l i r Y s 0 .  
~ d s h m m e ~ r r o u r a s b  ~ u p c t b a ~ a ~ d ~  
t h i s ~ t m ( y ~ d u l a a a n w h t ~  ~ m m t d i o m m t p b m  
ecaraaistrtoprrdiathcbmcmgb?- ~ctimerlkam*.aJdadba- 
m m t . b w c r i n c o m . a d ~ s b m  th#t*lpL&afnrmtimtb~mrb 
gmwthinthe~nm. Sum. 

Health care. sconomlsts believe. has be week by Cognetlcs Inc' Of 
, 

come less effic~ent and prodwtive than oth- Mas& Yet government sweys show that 
er sectors of the econamv, where market a h  a quarter of these Iirms' 
forces do a better job of allocat~ng re- 
sources and keeping prtces m line wrth val- 
ue. Mmt consumers make d e c i s m  abcut 
health care mthwt regard to cost becaw 

have no employerprovided insurance. 
By lmposlng new casts on these fim, 

the Clinton plan risks idling the only mein ~ creation the economy has. m r d i n g  



Bolstering Competitiveness 
Admlnistrat~on and prlvate ecOflOmiStS 

al& point w t  that a system of universal 
health coverage would bdstef the campeti- 
tiveness of the U.S. economy. 

Health costs, for ex-, a m t  for 
about $1,0433 of the price d the average 
Amergan-made autmobtk that ccmptes 
in world marltets, compared with cars from 
countr~es where health care costs are kun- 
dreds of dollars less p r  auto. 

A recent study by researchen at the 
University of Pennsylvania's Wharton 
School found that such differentiah retk* 
bad management as much as they do inflat- 
ed U.S. M t h  care cmts. &I( sMllar c m  
plaints a n  now being voiced by a broad ar. 
ray of strong export mndustries, from 
aeraspace to canputem. 

Fear of lasing health imuam coverage 
also h a  redwed the wllir#naa d wor!um 
to leave on pb for another. A CBS/Ntw 
YorkTipollfwndthnawmrhrrc 
Americans said they w *wncaw in thnr 
househdd wa$ studc in a pb bsaw d 
caneerns over health coveraw. 

Rquiring that all m y e n  offer a basic 
package d insuanoc without refennee to 
pnar medical conditions rvould reducc that 
+lock and encwap bbor mobility. Tht 
mchlity has ken a traditional stmgth d 
the U.S. economy in the CCMWHNC battks 
agauw Europe ad Japn. wime ecm 
mles are slower to adjust to changrs be 

c a u v w o r k c n m d ~ m m a e  
closdVtidtoacfiGtkr. 

N c d x k s l ,  the e t i m  m hkdy 
toproporsanesatdlpmmrratlidto 
take the financial sting out d Q pqwd 
health inslvanr nundate By uiy tax 
c r e d i t s f a d ~ k s a a c a . ~  
. t ra t ioa ia t iMYtoprnDolc th t t I l@~ 
matmtrhrtmracawnypnrb 
~ ~ ~ r b o n s o q r p r a b .  
apdibtDOlpryroPcasrt ine[kd.a 
~ b r c w m m i m r i t b ~ &  
en. 

T h c t l r ~ e a J d ~ t b e r ~  
$!20biUimm$24tiUimrmr,dcpcmdq 
0 n h a t h t ~ i B ~ ~  
mistSh*lryidscbapmgamdrr-  
d u c c t h e p b p b l o a s t d ~ t o b  
tturccl20.006 md €4,000. 

Concerns About Inflation 
Inflatmn is the other mapr econormc n& 

irom the Clinton heaith plan, and one ru- 
san that th? admm~stratwn IS conshiering 
voluntary or mandatory prlce contrds as 
part of the package. 

Rising medical cmts have been the sa- 
gk btggest factor In nscng consumer p n c ~  
over the p s t  deca&. Altbugh Mil 
prices have begun to slow in tke last two 
years-to an annual infhtim rare of 6 per- 
cent last year from 10 percent In the mid- 
1980s-some economists fear the rate 
could pick up agaln as some bus- 
pass MI the added cost of health insurance 
to thew cwomrs .  

In additim. as u n l n  workers are d- 
lered ~wrance ,  rney are expected to bypn 
demandln~ mare health scnres-40 n r .  
cent mori. according to a study by'& 
Rand Corp. Some economists fear that 
suchasuddenincrcascindemudcould 
kdtoashrp.-mprife+ 
lhac b a significant rtrL m tk in0a- 

taa&.'aridAUmsiMi.c~nmrmnt 
IwtbeBatoaCo.Sevtnlfomuten~ 
diacdtlntunimYlcovmgcMuldadd 
0.5 to 1 pncentrge polDl to tbe bcinthtioa 
rate, wfr*h was 2.9 pnmt m 1992. 

& n o t h e r ~ d i a o a n t t h c i n l h ( i o n  
r i d L I n s t v d o r d ~ t h c a r p . ~  
~ c k m r d g c n e r a t e s ~ p r L a d e  
pen& on the cmt and availability d addC 
t ied supply. And right nor. the htPlth 
c a n  sysrrm s d e n  h e x e s  supply d 
such thinOI r hospW mwr pmaal 
animhilw. 

~ I m t i M i o n s o m n i h s ~  
AMa said hc srm i u y  little bbxnry 
vnpPa from the Clint011 rdam PblL Ex- 
telldhg~t0Ihcrananedzndupic 
scned*iPhmrndrmadbcaibk 
o t b a p m d t b C l a t o a ~ d t e a d b  
dvnpl lk- -s l rbrr~maeAmai .  
a r r i l t 0 ~ e a a p t i n O ~ d p o  
~ ~ t h r m W m y l ~ ( ~  
~ ~ W M O s ) .  
r n ~ h d @ a d p t *  

mucdtlnt - ' - tw 
smiccsclrpicrllldcclines10pnclllwha 
theytMlkrtoliM0stan-L 
jutaaec coverage. A Raad Carp. study 
fcund nnn (pcrrcr svintp. 

h, 
0 

Ihmnllbewrylin*efkt[maver- -J 
audnnrndforMth-(irthrxvrr- iao iaithtins &&,,ted in tudcra" 2 
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Butkr, a donet ic  poky 4 p t  with rhe 
Hentage Foumhlxxl. a canscmbvc thmk 
Wc here. . . . . - - -. 

We can't digest aU of this. givm tht 
w're  gomg mto m a g  a Msvw ru W 
SUd RW. R*I? T. Matw (DCalif.), a 
Il%?mbcr d tk U.&Ung H a w  Ways &d 
M e w  Committee. T o  take up ancrhcr 
num 11l bill More No- or h 
k could be very ddfrmlt to m l l o w  fa 
rbcConam~,ud~haUV+rtuell" 

SU, many Clinton aidm far that the ad- 
ministfaribn's niinnmtum wiJl dbsipate d 
t u  Clintm's fm yyear and they mnt to 
w a h t i  qujckly. 

AcmvrlpmMnnithtmortdthetu 
Pmpolhb*nlcohdcndWturhe 
entin poplLtjon for bmfitr h t  h t l y  
r o u l d g o t o j u a o n c m n m d t h e p b  
p*--thetvkoareMIminrundm 
d5%ucsorouldktheiamwdtheCb 
t m i K a a c u r h u s e , r h i e h ~ m  
l i m i t e d t a r b c t o p 2 p r ~ d i a c a m e e ~ .  
en. 

'Ordinary Americana are inwnd and 
" " s 1 M i e d w i t b ~ x r v i c a w m d ~  

~ n x T i c d I b M ~ " & t L r n i d U A n d  
~ ~ y o u t r l l r a b a d l u p n , t h c m a c  
popkucfPiwtosurtu,rmda.Iwch 
ui t ' rwath i tam'  

" I ' m u a r b l a l b t a u c t h c ~ m m t  
.-wfathcakrtgedpaidipStbr 

UddmnnCemnmt&d~~  
=J=uAmlam:Haamm 
s.Fdy~D-WIlb.)r&mrrMdtban~l 
mcetLud(hcA*oci*cdh 

' recalled fvsco d 1989, when 
Congesl ovenvhelmgly repaled a b ~ l l  
Puscd jw 17 mondu earkr that would - have l ~ W a c d  an Income surtax on rhe 
k t e r d f  40 percent of secuor c~tuen, to 
W Mediure to cover health catastr* 
pha 

The m a u e  provdccd a storm of prc- 
t m t h m i w n t u c n s r Y h 6 d j d w t k  
~theywerratnskorwhaaJreadywefe 
covered Id(. health a- fhfw& 
ocher inmrnnccplyrr. 

Thc Clhnon Mth p h ,  if it aiudcr a 
brold-bued la would miiatnkrtc wome 

-.. Gidma. bhausa Ud (hC O& 
uin.mncIha20prchltdr&&ts 
waculwmdm19W. 

StatathatrPuldbawMlanwwhfk - C w  Iirrnii l a m  Nath Dakou 
,. . and w'bcarria--sutllcr vhm fewer than 

. 10 prcmt d rk midents W kalth 
u r e i a n t M c ~ y a r . M i c f d D u r N e w  
J ~ . M i l L 1 C h U Y n S a n d ~ ~  
MncrtintyfruninlnRed~. 

In Mart'bnd. 16 percent of residents 
~ V m ~ i n 1 9 9 Q ; i n t k ~ .  

23.9 pnclU: ia Vigiah. 18.9 paant. 
. . Cliitw has aid that he believes the 
'. Podr are W@ to ply a lit* 

-~-ifthr,ms~mcbmciits.In 
. ~ ~ t O ~ h h c k a r C r t r , .  

#arClkOmdviwnwttrmm 
d m t q ~ o n r t b c c o l u d ~ a r r .  
-dmPradmeDul&Ilth--rlt 
elpcnslve item. Pwk with minimal 
h a t t h ~ , k n c m r t h e ~  

--*md'~dnyPlfiaWb . H. 



.... 
,.If it makes life better. they're wllling to i 

I contribute to n: iald Stanky Greenberg, a 
pollster for Cl~nton. Greenkrg sa~d peopk / candidates for ralsing money to pay for a I their worken. are sharolv oamsed to :he . ~ ,  ~ .-.... .. .... 
inll oppose taxes ~n ~solat~on, but support . . I Clinton health plan are the iollowmg: plan. And many comoan~es sv rhev W O U I ~  
[hem "in the context of an overall plan." He be penalizwl tor taking care bf thelr er# 
said that the new taxes are more easdy ac- 'SIN' TAXES ployees. The measure also could promp 
cepted d they are d'uecdy linked to new A tax of $2 a oack on cimrert- w n ~ i d  COmDanIeS to vlueeze wages to cover tk 
health care programs. 

---~. .~~ ~ 

I raise $15 bllknto $20 b~llion a year. A tax / Increased cost of health benefits. 
"The issuc IS whether the package is fair 

and whether it a burdensome." Greenberg 
said. 

A survey by the Gallup Organization r e  
leased last month supports ha belief: TWO- 
thtrds of those polled sad they are wlling 
to pay sllghtly hlgher taxes to provide 
health insurance for all Americans. 

But the Gallup pdl only , a s M  tf p q k  
would be wKig  to pay $10 a month more, 
enwgh to rase j u t  a f m t A  of whr  
a comprekmve p h  would eos( the p v -  
ernment 

M-I, the wits d big carr 
form be em for hnunr. 
Their-dannurlhalth-- 
mium and their outd-pocket cogs  might 
go up kSI they would othennse, but 
they still would go up. 

Clinton hw streued that huWl reform 
c o d  help the entire ecanomy by sbwing 
the fwtmt.mwig Of ldawa 
in recent yean. 

As pn of general labor medid 
infLfhn ha p- up cDsu of nan- 
medialgoo&. 

&It gnng  health coverage to the unih 
s u r e d w o u l d i n c r r u e g e m r r d f w ~  
semicu. and the e f f e u  on &tian afe dif- 
ficuk to predin. 

The clearest ~ l d  be lo& 
anxieties about the porribility of laring 
kalth mWnna. 
%n~& u a b u ~  put d dw poblaa' 
d M i d  Pod-, i*ur ampia 
& & a d C i t i a n A c t l o l , # m d -  
- p p . - ~ r l u i b g t a m  
m a f e f a h u l t k c o v c n ( l 0 b c ~ t b t  
thc,udthcirfunil*ldalnpbecw- 
ered.Tlviwillbrabigpndthcpbd 
a h g  rhe pin" 

T h e c a t r d a  ' halthrc 
f o , ~ ~ ~ w n s  
& t o ~ ~ ~ g e ~ T h e ~  

The GAO d I h t  a 3 ptre 
hospiul revenues and dactors' incomes 
4 aisc $10 rn to $12 hllim a m r .  

of $1 a pack would raise about $I0 b 1 l i ~ 2  
year. Because smoking sharply Increases 
the risks of medical problems. the tax 
would come c l w t  to making the consum- 
e n  of health care pay for 1t. 

But the tax would severely hun tobaccb 
g m m g  s ta te  such as North Camlina. It 
a b  would make it tough for all states to 

'0 i g a r a t e  tan to I~M~CC ~ U t e  go"- 
mnwnt. Moreover. & tu W u  d*our- 
age WQle  from smoung and dnnkine and 
w ~ t e x p m s y  it raise 1- 
ey every year. 
w. a nguette tu d $2 a W. pr. 

hr* cwpkd  wth hi* on akohd. 
wouldkenou@WWtofuunaamod. 
"tprnONnphvdingndlu$.Ataxd 
$1 b a rix+ d k r  would nbe atout 
Wkllmaycu. 
UWn OW TAX OEWCTlOtlS 
FOI HLllTH CARE PLUS 

Undcr current law, companies can d c  
duct frmn their tuabk income the entire 
c a t  d health can insunnce ~ m n d e d  to 
cmpbyccs. Undcr SUM PfWdd, comP 
oiavaddbeabkto&ductml~then*t 
d a btrr podrrge r dehd by Ihc pov. 
m a a r T h e P h e d o i a l b o v c t h t  
mmmt would be urcd 

11 br* - at 
far pvpaa mi a T Provided 
a n D b l r c r z m a t  W.000, wcrmp- 
ny d be rual aa S1.400. 

This effectively would tax employen 
with thc mat pnmur plurr Thav 
m w a J d b p W d 1 0 p l h m u l h  
t k d d i l i o l l r l m W l t o a a l l m  

~ ~ n l m n n l i i t h ~ b  
ouaitwaulddluaua~cmmnkaad 
w a k ~ f ~ ~ ~ ~ b r v i r U ~ ~ l y p n m u ,  
plans that help fuel inflatioa m m&ul 

a u i * r u a n * r h n . ~  
hYdaimporchcl$barebeacfiofor 

According to the congress~onal Geneni 
kcountlng Office. the tax would raw 6;O 
billion to $30 blillon a year lf companies ply 
taxes on benefits greater t h a n  $100 a 
month for lndivlduals and $300 a month br 
fam1.i.  

lLWEFITt TM 
Health h i i t s  are really a form oi tom- 

PMhCil, though m a  workers think of ~t 
w lametlung that  go^ ahng wth thel&. 

Thic tax would be svlulu to taking a a y  
the tax dcducilon from compulia. [t prob 
ably would be s t w u r e d  the ume way. 
tuiq knefita in excess d a basic package. 
andwouldnkaboutthehcamountof 
mwcy. 

EXm TAX 
OW HUlW CARS PROVIDERS 
a Re theory khind taxing health care 
pronden is that Ihc Clinton hcalth reform 
p h  w d  eliminrk deadbut patients for 
hospitals. docton. insurers and other com- - pronding medical cue,  theoret~cally 
lowering their ha, urd that the govern- 
~skould'mtpcw"sotnedIkascsav- 
i n s  

~ ~ t i , , , , ~ c o m p a ~ a  
t o a ' ~ ~ t u  

But m exme m on Wth are provid- 
e n  probr~y be p o s ~ d  on to patlent, 
i, the farm d higher chuw or at least, 
make muin that pmndcn would mu pru. 
thmd~ coat unn(r to p a m u  by cutting. 
their kc% thur doing littk ro control health 
ufeeortciorcmn,econamutasry. 

T h r c o u ~ ~ r h a v o u l d ~ c b e d k -  
uibutcdevenlyrmrthehealthcare~n- 
d u m y . a l ~ t h e w w o u l d b e s p r e a d  
md~.Thca~~~~opnWpmfitmr- 
gio at hocpcrb h rbaut 5 percent. accord- 
l ~ q t o ~ h e C o n ~ B u d g e t ~ e .  &It 
a a b t . n n h d W ~ k -  
e r I r d m W t o ~ a e x c = u r  

e v c a i f r r e f w m p h n c u t s t h c i r ~ d ~  
p m  nd -1 patimu. 



PAYROLL TAX 
A payroll tax for health would work h e  

:he payroll [ax ior Medicare. Ihe 1.45 per. 
.rent tax  iinancn hosp~tal insurum for sr- 
nlar cltlzens. A new payroll tax codd be 
dedicated to prov~ding health coverage D 
uninsured Amencam 

The disadvantage: It inc- the c a t  
of employing people and c o d  slm hiin& 

The tax would fly directly UI the face d 
Clinton's camman promhe not lo him 
:axes cn [he b r a n d  rmddk c lwr  Lf unu- 
turea ~uke payrod 'm, urhrh nov a O d t  

': only up to a certain income I d ,  i t d  
1 also he a regressive tax, the kc d 

whlch ialls most heavily on thosC kw able 
to afford ~ t .  

A 2 percent payroll tax. haIf wid ,$ 
worken and half by employers wGJd NT 
a b u t  925 billion a year. bas& ca arreut 
receipts horn paymu taxes. But on pma 
(lase to the admininnljon aid I That one has been pretty m u d  -' 

VALUC-LORD TAX 
- 

Though Cmlssed by mny as pohtully 
lieaslble, the value-added tax (VAT) 
Jmes up frequently because it IS thc tax 
mt would ram the most money, though 
,111 not enough to cover a generws uruver- 
11 health lnsuranct plan by utsclf. 

It s 5 percent tax w e n  ~mposcd on all 
oods, wllh except~ons for Id. housing 
nd med~al  care, the tax would ram about 
60 kll~on a year. 

~ o n o m u t ~  ~rke the ux becaw a m 
onsumpucn and enewram umg Yd 
ivcstmmt Pcopk would buy b aid mve 
nore. 
&It the tax h regmske, Why mod 

~eavrly on the paor and nd ccka vko 
pcndamterwnurnddwuiarnnbc 

t cwld p r o v e ~ ~ ~ y  I d t o  Clinm. 
House Spuker Fdey acd h a t e  

y Luder CcMw J. hiitchdl ~Dklrint) 
lave expteucd-doubt:, about finacmg 
~ealch care reform wth a nlucldded tax. 
Fdey said it wculd be " e x t n d y  diffi- 

:ultn to get a value-added lu Huctcd by 
:mgnsr. ~ t i n g  that lianlr bdicvc it pc 

poor PCQPk ami c ~ n ~ ~ t i v c ~  krr 
:hat rbr vast rrwauc it prPducea nould 
epd to e x p a i d  govcnunent. 

" T h e ~ w a y I c a n i n u ~ r V A T ~  
ng f d  is wth bpuman wgport.' FP 
ey sad, 'w as a W t u t e  fa lmcha 
m- 

Health expens a!sn so that the 
d p o n d c ~ ~ c m t m l b r t b I h a "  
care rctor. T k r e  vrou# be m canxahl 
b*matboxaadndtblddmdial- 
vlca 

A cmkuib d tbrc tax meuurc) h 
wnt0dilndhatbrocrtk61kr~* 
fonnthisynr,mca(clrpnrrlnorlnfic. 

"tt'a goin8 to be a tough xll." GAO 
h c l K h a N i y 5 t J ~ ~ u i d ~  
p t k l c e b i t ~ t ~ ~ t 0 P Y  
mac' 

B u t . * $ a i d , " t b a e ~ ' t ~ m W  
opwar' 





FEDERAL EHCISE 
T A X E S  



L Overview 

Excise tax inaeases adversely impact the retail price of 
cigarettes, contributes to the speculation of major decline in 
industry volume, and therefore, depresses industry investment 
values. 

Federal excise taxes on a pack of cigarettes has risen 
200% since 1982. At that time, the rate per pack of 
twenty cigarettes was 8 cents. After two rate increases 
(one in 1982, from 8 cents to 16 cents and another in 
1991, up to 20 cents), rate increased again on 1/1/93 to 
24 cents per pack 

President Clinton and others are considering raising the 
federal excise tax on dgarettes by as much as $2 per 
pack. The rationale for such a huge increase wuld be to 
fund a significant portion of the President's promised 
(but yet released) health care package. 

11. Objectives 

Defeat all proposed increases to the f m  cigarette 
exdse tax rate; and 

De-couple cigarette exdse taxes from a government 
sponsored universal health care p r q p m  



a lIL Strategies - 
The industry and its allies will assertively attack excessively 
high excise taxes on the following grounds: 

~ An exdse tax inaease will hinder economic growth, 
especially in the South; 

Additional exdse taxes are an invltarion to bcreawd 
criminal activity in the form of bootlegging and theft of 
agarettes; 

Raising the federal exdse tax wil l  deplete a aaditIona1 
source of revenue for states and localities; 

r Increased a d s  taxes are unfair and repesdve; and 

Health care cost contahment is the key to providing 
sewices to all Americaas. 

Assist/&t industry con? and supplier groups with 
i n f o d q  congressional, state, and Wte House of8d;rls 
regarding the potendal eccmomfc blight a masshre tax 
increaJe will have; 

Errlist and ysist mfrd paxty groups in the developmsb 
rekaSe,antipu~ofsntdies/poWreseatwhicb 
supparrourpositfon; 

Coordta;te media hits to coincide with the health care 
coamiW-aal calenbr(9; and 

Promote Qtanative solutions. 



IMPACTS OF A FEDERAL ClGARElTE EXCISE TAX CHANGE 

The current federal cigarette tax in the United States is $2.40/carton. A $2.60/carton 

e federal exdse tax increase would raise the federal excise tax on cigarefies to 
$5.00/carton, representing an 108% increase. 

U u R D F Y  - The tax burden on cigarettes is currently (FY93') $5.75/carton or 
31.3% of the price of a m o n  of cigarettes. 

S2.201carton faml 8xclsr tax" 
S2.BOlcarton #tat0 8xckr tax 
S0.871carton stat8 rrllr tax 
SO.Wcarton bal taxes 
S18.Wcarton nrmgl WI prlcr 

If a federal excise tax increase of $2.60/carton was to be enacted 1/1/94. the tax 
burden on cigarettes is estimated to increase to $8.87/caRon. Total local, stat*, 
federal, and sales cigarette taxes will represent 39% of the price per carton. 

$5.00/carlon fodoal rxelrr tax 
$2.7wcarlon ltrU UCtll tax 
S1.WCMon stat0 u h a  tax 

UNFAlR- Smokers in the United States currently pay approximately $1 3.3 billion in 
cigarette taxes. ($5.1 19 talon frdwrf, $8.050 bilbn rtm, $2.1 billion mks, ud $2 mumon loaf) 

e This contribution is tm great for any one group of consumers to bear when these taxes 
benefit everyone in the state. (@awd on pnMnsry Tohas I d b t 8  data for MS2 ~d rstlmlsr 
for PF93) 

- Federal consumer excise taxes in the United States, such as those on 
tobacco. take nearly t h m  t l m  the amount from the poorer consumers than from the 
middle class. (scum: u.S. HOW d R ~ s o m h m .  ComnY(sr an Ways uld Meam) 

m- The tobacco inatay c r e a ! ~  2.7 mllllon job  In the United States and these 
tobacco-related empioyoes receive almost $69.49 Millon in compensation. Totd 
lo8l dur to ttw p o t d d  clgmtb tax incremes 8 114618. (EUUI on TMMHVA 1990 
dab) . 102,100 Imm r SZdOlarlDn fadW rxctw tax hmm 

REVPlUE - The $2.60/carton federal exdse tax imase would also resuit 
in approximately 1.3 billion pads lost over a two year period (FY94 and FW5). In fad, 
the federal government wiU generate about $1 I .5 miillon less per penny after tho tu 
increw. States and kcalidlea stand to bse nearly $370.3 rnilllon in cigarette exdse tax 5 
revenues alone. (mmd on ~oba#o lnsuuto and NCSL study: miad d Prowad Faded Emi# Tax 3 
Ratr Increases on Slab Exdsr Tax Flewm. 7AO) -L 



IMPACTS OF STATE AND FEDERAL C I G A R E ~ E  
EXCISE TAX CHANGES IN ARKANSAS 

The current federal cigarette tax in the United States is $2.4Olcatton. A $2.6O/carton 

e federal exase tax increase would raise the federal excise tax on cigarette to 
$b.oo/carton, representing a 108% increase. 

B U R D a  The tax burden on cigarettes in Arkansas is currently (FT93') 
$5.69/carton or 32% of the price of a carton of cigarettes. 

$2.2a/carton fodrnl tax" J 2 . 7 U m n  M o  lax 
SO.77lcarIon aalrr tax S17.791aton womgo mafl ptlcr 

If a federal exase tax increase of $2.60/caton was to be enacted 1/1/94, the tax 
burden on cigarettes in Alkansas would increase to $9.1 3lcafton. Total state, federal, 
and sales cigarette taxes will represent 40% of the price per carton. 

. tS.001camn hdrrrJ tax . S3.1Ycarton emto tax 
$~.wcarlon trlrr tax 5227Ucamn rwrrgo WI prlcr -- Smokers in Arkansas currently pay approximately $1 61 million in cigarette 

taxes. ($83 milbn Moml, $77 minionstmr, and $21 minion UW). This contribution is too 
great for any one group of consumers to bear when these taxes benefit evevone in the 
State. ( E d  on pfoUmlnaty Tobacco Mbrls dm br FY92 and ostimatea for PIP3) 

REORESSlVE - Excise taxes in Arkansas, such as those on tobacco, take about thm 
tlrrm tho amount from the poorer consumers with incomes below $10,200 than from 
the middle class with incomes exceedng $41,000. (scum cthm far l a x  ~uglcr) 

JQES- The tobacco industry &ates16,000 bbs in Arkansas and these tobaa%- 
related employees receive &od $337 million' in compensation. Total Joba lost duo to 
tha potential federal cigarette excise tax incnase = 660. (~assd on TMIJWEFA im 
data) 

REVP(UE&q The $260/mon federal cigarette excise tax increase wauld 
resul In awloximlek 1 1 milion kst over a two vear wrlod iW94 and W95b 
In fact, ther&& stands to lose ne'arfy $2.5 million in &e eidse & revenues alone.' 
( ~ o n T o b r u x x , I ~ e u r d N C S L ~ : ~ ~ d ~ F e d r r P l E x c h r T ~ ~ I m t ~ ~ ~ n  
%o Exds, Tax Rewmtw.  7190) 



IMPACTS OF STATE AND FEDERAL C I G A R ~ E  
EXCISE TAX CHANGES IN KANSAS 

 he current tadera1 cigarette tax in the United States is $2.40/carton. A $2,6O/carton 
federal exase tax increase would raise the federal exase tax on cigarette to 
$s.oo/carton, representing a 108% increase. 

W-M - The tax burden on cigarettes in Kansas is currently (PT94') 
$5.36/carton or 29% of the price of a cmon of cigarettes. 

. S2.20/wton hdrnl tax* . S2.40/cYIOn tax 
a S0.7Wwlon ala tax S18.53tcanon rvmgo rohll prim 

If a federal excise tax increase of $2.60/carton was to be enacted 1/1/94, the tax 
burden on cigarettes in Kansas would increase to $8.34/carton. Total state, federal, and 
sales dgarene taxes will represent 36% of the price per carton. 

SS.wcanwr hdrnl tax t z101maUt8x  
$O.Wcarton mlrr tax S23.09/wmn rv~g Rtrll prko 

m- Smokers in Kansas cumntly Pay appmximateiy $1 13 million in dgarene 
taxes. ($47 millbn #dual, $51 miron ctar, and $15 mlbn do$), This contribution is too 
great for any one group d consumers to bear when thew taxes benefit everyone in tho 
state. ' ( ~ a s e d o n p r e l M n a r y T o b s e c O l ~ o d a l l f o r F I C ( n M d ~ b r m )  

REORESSlVE - Excise taxes in Kansas, such as those on tobacco, take nearly thm 
t l m  the amount from the poorer consumers with incomes bebw 12,400, than from the 
middle class with incomes exceeding $49,600. (Scwm Cmm br Tax Justin) -- The tobacco indu creates 23,400 job in Kansas and these tobacco-related 
emobvees receive almost %O million in commsatlon. Totll lobs lost dm to th, 

s u p p l k r w d f f i o t a h c l d i t o b * x x , q c w ~ w m b u m ~ , m a n u f ~ ~ n .  
retpilen, and dLrt mwmtom 0.0. chmricd, w, maChlnrry, ud plosllcr o p b y m ) .  

pFV- - Tho S2BO!carbn federal cigarstlo excise tax lnarase would 
w l t  in aooroxlmatslv 16 mlllon wdr, kQt over a two year period IW94 and FYSS). 
In fed, the ' h e  sW& to kse nearly $325 milkn in ahto exdse t& revenues &no. 
( ~ o n T o b v m l n g M I ~ d N C B ~ E ( h b U ~ F I & J E x d u T o l W l n a r r s r r o n  
Stttr Exdsr Tax Rawnwa, 71%) 

b 
0 

~ ~ e ~ ~ b l y 1 ~ b n 3 0 d t h r ~ y e u , ~ a . p l g g = 7 n ~ - ~  u 
" F ~ e x d a o t a x  rot , lor t&WdPPWr$2M~thrnhaedB~10/ar lontort tw 

sacend haw d W. The awmga W r a l  oxdw tax rate br FY93 IS rOIIll to #90/camm 
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IMPACTS OF STATE AND FEDERAL C I G A R ~ E  
EXCISE TAX CHANGES IN SOUTH CAROLINA 

The current federal cigarette tax in the United States is $2.40/caRon. A $2.60/cafion 

a federal exase tax increase would raise the federal excise tax on cigarette to 
$5.00Icarton, representing a 108% increase. 

u &  - The tax burden on dgarettes in South Carolina is currently (my) 
$3,65/carton or 23% of the price of a carton of cigarettes. 

52.2Wcarlon Irdml tar" . S0.7Wcarton rblr tax 
S0.75/cartcn ukr tax Sl5.Wcarton rvrnga mil pfko 

If a federal exase tax Increase of $2.60/callon was to be enacted 111194, the tax 
burden on agarettes in South Carolina would increase to $6.65/carton. Total state, 
federal, and sales dgarette taxes will represent 33% of the prtce per carton. 

S.oa/carlon kbml tax #).~cprlocl rt.tr tax 
SO.Wwton uln tax . Sl9.Wcamn rvrnp ntrll prim 

&FAIR - Smokers in South Carolina cumntly pay approximately $155 million in 
cigarette taxes. ($93 minion i d m d  ,530 minion mato, and $32 mlmon mlrr). This contllbutlon 
is too great for any one group of consumers to bear when these taxes benefit everyom 
in the state. ( m o d  on pmnnrlnaty ~obaeeo Insme datr FYgZ and oahm kt m) 

- Excise taxes in South Carolina, such as those on tobacco, take nearly 
two and on0 halt tlmrr the amount tram the poorer consumers with incomes below @ 11,900, than fmm the middle eUII with immr aowdlng U0.100. (sam: c m m  a 
Tax Justice) 

a- The tobacco industry mates 39,600 jobs In South Carolina and these tab- 
related emolovees receive almost $735 miilion in comoensation. Total l o b  lost duo to 

s i d p u r r ~ J o l w l n e C d i t c b v m g l w m f 8 , ~ ~ ~ f i m f l u f ~ ~ n ,  
mtabm, Md dhd (LO. dwmlcrl, paprt, mm.rY, Md ptPrtlcr @rrploym). 

REVP(UE - Tho $2.6O/carton W r a l  cigarette exdso tax Increase would 
result in approximately 17 miiton packs kst over a two year p e w  (FY'94 and FY'95). 
In fad, the state stands to loso nearly $1.2 million in s3rite excise tax revenues 
abne.(BwdanTor#m I~darmdNCSLS~&:El!arSd PIopowdFdedExdrr Tor RaM 

0" 
-I 

lncnrs#on~a1a~xctsr~a~lvrmrr.7~ 2 
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UI 
W 
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a R W Y e u ~ s J u l y l ~ & m 3 0 d ~ I d l b w h g ~ ~ . I . o . ~ - 7 / 1 ~ - ~ .  Q, 
" F e d w  exw taw ax0 form na# o( MSO - #.OQlcmn, !mi inmwU lo S2.40/cuXln for thr 

second hat d Rw. me average faded rxdw tax ax0 kr FYS3 lo rquJ to S22Won 



IMPACTS OF STATE AND FEDERAL ClGAREnE 
EXCISE TAX CHANGES IN CONNECTICUT 

The current federal cigarette tax in the United States is $2.40/cmon. A %2.60/carlan . - ~ 

federal excise tax incriase would raise the federal exuse tax on cigarene to 
$5.00/carlon, representing a 108% increase. 

JAX BURDEN - The tax burden on cigarettes in Connecticut is currently (FTgY) 
$7.90/caRon or 37% of the price of a carton of cigarettes. 

P.2Wcarton rnd tax" s4.SO/m rut. tax 
S 1 . 2 W c a m  nlrs tax $21.28/ca&n mwaw nbll pfim 

If a federal excise tax increase of $2.60/tmon was to be enacted 111194. the tax 
bunlen on cigarettes in Connecticut would increase to $10.98/carton. T& date, 
federal, and sales cigarette taxes will represent 42% of the price per carton. 

JS.O(ycarton frd.nl tax . ~ . ~ c a m I l  aala tax 
$ l .~carton mks tax . S2B.lS~carton m n g o  mall prlcr 

lJ&@&- Smokers in Connectiarl cumntly pay approximately $207 million in 
cigarette taxes. ($93 miaian m , $1 16 rmion mato. ~ n d  $30 mum rb). This contribution 
isloo great for any one gmup of consumers to bear when these taxes benefrt everyone 
in the state. ( m a d  on preYmay Tobacco IWuh data lor FYgl md mimator for m3) 

REORESSlVE - Excise tams in Connectieul, wch as those on to-, take about two 
and one half Urns the amount from the poorer consumers with incomes bebw 
$17,600, than from the middle dass with incomes exceeding $64,800. ( S a m  Ckm br 
Tax Justice) 

a- The tobacco industry cream 40,800 jobs in Connedlcut and these tobacco- 
related ernolovees receive almost $1.2 billion in comoensafion. TOW bbs lost duo to 
tii~tentjal'ferkrn~cigcvrtt, eic~sm tax i n k  = 1,672 (wdn &A i a a ~  
-1 

REVENUE - The 52801carlon federal d m  exdse tax Increase wou# 
r e w l  in approximately 13 millton lost over a two year period (W94 and m5). 
In hc!. the state Hands to lose nearly $5.8 milion in stat0 excise tax revenues alone. 
~ o n T o b r m , ~ a m d N C S L s R l d y : U l r c t d ~ F ~ ~ T o l ~ l m r u r # ~  
!W ExCisr Tat Rmeruw, 7190) 

~ b c a d ~ e a r ~ ~ u l y 1 ~ ~ n 3 o o f m t o ~ y o 1 , 1 . a . ~ = 7 n m - ~  
" F M  ex& tax mtr for firat hall d W - &!.W~OR then hcnased b $2.4(Ycamn lor ttw 

second ha# of MW. Tha rve- fedrral srdQI tax mta lor Ff%3 h  OW^ to ~ O ~ C M O R  



[UPACTS OF STATE AND FEDERAL CIGARETTE 
EXCISE TAX CHANGES IN CALIFORNIA 

The current M o r a l  cigarette tax in the United States is $2.4Olcarton. A $2.6O/carton 
federal exase tax increase would raise the federal excise tax on cigarone to 
SS.OOkarlon. representing a 108% increase. 

TAX - The tax burden on cigarettes in California is currently (W93') 
$7.23/carton or 32% of the price of a carton of cigarettes. 

. Q.20/carton frdrril tax" S3.5Wcarton -0 tax . S l . ~ ~ n  #ka tax S22.831carton rramq. malt p r h  

If a federal exase tax increase of 82.60fcarton was to be enacted 1/1/94, the tax 
burden on cigarettes in California would increase to $10.37/carton. Total state, federal, 
and sales cigarette taxes will represent 37V0 of the price per carton. 

@.Wcarton f m  tax SJ.sa/camn rW tax 
S1.87lcMon ¶aka tax S27.88/caf&n ~ v m g a  Wall 

UNFAIR Smokers in California CUtTOntly pay approximately $1,320 million in cigarette 
taxes. (SO0 miVbn Wenl, $651 mWn state, and t280 mUlbn a). This contribution is too - 

great for any one group of consumers to bear when these tares benefit everyone in tho 
M e .  ( h a d  on prsliminary Tobvm InBMe data br W W  md eslhass for M33) 

- Exase taxes in California, such as those on to&-, take more than '* t h m  U m s  the amount from the poorer consumers with incomes below $1 1,700, than 
from the middle class with incomes exceeding 559,600. (Sanr: C b n  for T ~ Y  m) 

a- The tobacco industry creates 310,800 jabs in California and these to- 
related employees receive almost $9.0 billion in compensation. Total Jobs loat dm to 
thm potmtlal federal clgarmtta exclw tax incnas, 8 12,789. (-on TMAIWEFA 1690 
da4 

d a p t i e r ~ i r j o b 8 l n d u d i t o b w m ~ . m r s ~ u s r ~ . m 0 c b l r u a , ~ m ,  
ret.ilsrs. and dhd m e n  (La. chwnlcsl pa(m. -. and pbtks rqbym). 

- -8 S2801carton federal cigarette exdoe tax inaease would 
rewlt in appmrinIat9ly 113 milPon padss bst ow? a two year pwbd (FY94 and PP95). 
In &a, the state stands to kse nearly 539.4 mllllon in state excise tax revenues alone. 
( B l u d o n T o b l C o o l l W U V I e ~ N C S L S b r d y : U l ~ d ~ F ~ E x c t w T ~ ~ R l f . I n c n ~ o n  
State Tax AHMxm, 7190) 



THIRD PARTY 
A C T I U I T I E S  



April 29, 1993 

TO : CART Vice Presidents 

FROM: Kenneth Stinger KsS. 
RE : CART VP Meeting 

There will be a CART Vice Presidents meeting on Friday, 
May 7, 1993 at 8:30 a.m. You arm also invited to a 
Ro~rmsmntrtiv.# Xmrtina on nay 1. 1993 at 8:OO 8.8. vith R~D. JOIQ 
b w i s  tD - GAl a* the auest samakar. Ro~r.r.af.tFP, Lawis is oa the 
Bouso Wava and #man8 Co&tto8, 

The breakfast meeting on May 5, 1993 will be held in the 
3rd Floor Conference Room and tho CART Vice Presidents' meeting 
will be held in tha 4 t h  Floor Conference Roo. at American Trucking 
Associations1 Capitol Hill Building, 430 First Street, S.E. 

Please call Juanita Peoples at (202) 544-6245 to RSVP if 
you plan to attend these meetings. Thank you. 



FOR IMMEDIATE RELEASE CONTACT: Mike Mason 
(703) 838-7935 

NEW STUDIES SHOW EXCISE TAXES DISCRIMINATE AGAINST 
MOST AMERICANS, WILL COST MORE THAN 300,000 JOBS 

WASHINGTON (March 15) -- Two new studies charging that excise taxes 

currently under discussion discriminate against lower- and middle-income families and 

will cost more than 300,000 U.S. jobs were presented today by Thomas J. Donohue, 

president of the Coalition Against Regressive Taxation (CART). 

Donohue, who also president and CEO of the American Trucking Associations, 

presented the studies, prepared by the economic research firm of Peat Marwick, 

which demonstrated the inequitable economic impact of the proposed taxes. 

"Excise taxes unfairly hit families making under $30,000 per year," said 

Donohue quoting the studies, "and fifty-four percent (54%) of America's families earn 

less than $30,000 per year." 

Among the studies' other findings: 

Families making under 630,000 per year pay twics as high a percentage 

of incoma on excise taxes as families making $30,000-$60,000 and fhrr 

times as high as families earning more than $60,000 per year. 

A doubling of federal excise taxes on gasoline, alcohol and tobacco 
E - 

products will result in the displacement of 300,000 U.S. jobs. -4 

2 
(more) 



-2- 

"These are the wrong taxes paid by the wrong people and they'll get the wrong 

results," said Donohue. "They discriminate and they cost jobs. We're just here to ask 

for fairness. If we have to collect a tax, let it be from the 'haves,' not the have-nots." 

"Just because a tax is easy to hide, easy to collect and easy to rationalize, 

doesn't mean it's fair or equitable." Donohue said. 

Donohue noted that the proposed tax on natural gas, coal and nuclear power 

would be 25.7 cents per million Btu's. But the tax on oil would be 59.9 cents per 

million Btu's -- more than twice the tax on other energy sources. 

Rural residents, who drive more than urban dwellers and have no access to 

subsidized transit systems, would pay 62 percent of the total gasoline tax, even 

though a majority of Americans live in metropolitan areas. 

CART indicated a willingness to pay what they call a "fair share* of the tax 

burden and vowed to work together with Congress to see that the final economic 

package is equitable. 

"Let's not make one income group, or one industry, or one geographic area pay 

for a deficit that we all created." said Donohue. 



Coalition Against Regressive Taxation (CA#r) 

Membership Includes: 

American Wholesale Marketers 

Smokeless Tobacco Council 

DISCUS 

Tobacco Institute 

American Trucking Associations 

Beer Institute 

Wine & Spirits Wholesalers Association 

e R.J.R. Nabisco 

National Beer Wholesalers Association 

Cassidy & Associates 

Philip Morris, Inc. 

Hecht, Spencer & Associates, Inc. 

Cigar Association of American 



Statement by 
Tom Donohue 

President and CEO, American Trucking Association 
President, Coalition Against Regressive Taxation (CART) 

Press Conference 
March 15, 1993 
8:30 a.m. 

National Press Club 
Topic: Excise Taxes 

I'm Tom Donohue, president and CEO of American Trucking Associations, and 
president of CART, the Coalition Against Regressive Taxation. We're here to  talk 
about two new studies containing evidence that proves excise taxes are regressive 
and harmful to lower- and middle-income families and that increasing these taxes will 
result in the loss of more than 300,000 jobs. 

According to the studies by the Policy Economics Group of Peat Marwick, fifty- 
four percent of' America's families earn less than $30,000 per year. The families 
earning less than $30,000 per year are this Administration's constituency. Yet, these 
are precisely the people who will be unfairly hit by these taxes. 

According to the studies, families making under $30,000 per year pay twice 
as high a percentage of income on excise taxes as families in the next income bracket 
(930,000-$60.0001. These lower-income familks pay five times as high as families 
earning more than $60,000 per year. 

Now let's put these iwa facts together and show both the share of income and 
the share of excise taxes born by each of these income groups (see accompanying 
chans). 

Fsmiiies making under $30,000 receive 19 percent of the total income in the 
United Stater. Yet, they're paying 43 percent of all federal and state excise taxes on 
gasoline, alcohol and tobacco, It doesn't take a math wizard to see that these people 
are being disadvantaged. 

Families earning $30,000 to $60,000 recsive about 33 percent of the total 
income and pay about 35 percent of the excise taxes. Now that's a little more 
balanced. 

But families earning over 960,000 receive 48 percent of the total income, while 
only Paying 22 percent of the excise taxes. This is unfair and unacceptable. 



Now, I also said excise taxes unfairly target by industry and geography. Since 
I am most familiar with trucking, let me use that industw as an example. 

Some weeks ago, we spoke out against fuel taxes. We are very pleased by the 
Administration's decision not to include them in their program. Instead, they chose 
a Btu tax which, if equitably applied, wouid at least be fair and balanced. 

However; it is not equitable. The proposed tax on natural gas, coal and nuclear 
power would be 25.7 cents Per million Btu's. 0ut.the tax on oil would be 59.9 cen.ts 
per million Btu's -- more than double the tax on other energy sources ... that is grossly 
unfair. 

When fully phased in by mid-1996. the tax would push up the cost of all 
petroleum products, including gasoline and diesel fuel, by roughly 8 cents per gallon. 
That works out to 53 billion of tax on commercial truck owners alone. So the "broad 
based energy tax" becomes a camouflaged fuel tax, and another unfair excise tax. 

Fuel taxes not only target the lower- and middle-income groups, and certain 
industries, they also hit harder at certain geographic areas. In rural areas, for 
example, the average household generates over 40 miles of daily auto travel as 
compared to about 25 miles for motorists in large metropolitan areas. Also, 
metropolitan areas offer subsidized mass transit systems. 

As a result, rural America will shoulder a 62 percent greater burden per capita, 
than will urban residents. Friday's Journalof Commerce reported that the Petroleum 
Marketers Association of America predict that households in New England and the 
Mid-Atlantic states will pay at least 10 percent more in energy taxes than those in 
other regions, and 25 percent more than those in tha South Central region. Why 
should certain regions or particular industries assume more of the tax burden? It is 
obvious that they should not. 

The Marwick studies also demonstrate that a doubling of federal excise taxas 
on gasoline, alcohol and tobacco products will result in the displacement of 300,000 
U.S. jobs: 

Doubling the federal gasoline tax wouid displace about 130,M)O 
workers. 

Doubling federal receipts from beer, wine and distilled spirits would 
displace over 110,000 workers. o U 

Doubling the federal take from tobacco would knock out 60,000 jobs. 
2' 
4 
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Pundits will argue that these jobs will show up elsewhere in the economy, but 
try explaining that the people who have families to feed. These job losses will cause 
real pain to real People in selected states, industries and occupations. 

Before we slap a tax on targeted industries, we should look at the current 
taxes: 

Current federal tax on cigarettes is 24 cents a pack. 

Current federal gasoline tax is 14.1 cents-per-gallon. 

Current federal diesel tax is 20.1 cents-per-gallon. 

Don't 'forget the states collect taxes too. The average state tax on a pack of 
cigarettes is 27.5 cents. When combined with the federal tax, the total tax per pack 
is about 51-and-a-haif cents. 

The average state tax on gasoline is 18 cents-per-gallon, and many local 
governments exact additional taxes bringing the total average to 40 cents-per-gallon. 

But government wants more. We hear from some state officials that they're 
going to support the federal excise taxes because the states want to use the federal 
tax hikes as a cover for increased state excises taxes. So what you get is tax upon 
tax on targeted products that the lower- and middle-income workers will have to pay - 
- and more lost jobs. 

The problem with excise taxes is they tax the wrong people, they discriminate 
and they cost jobs. Excise taxes are unequal in their collection, targeting certain 
groups of people. individual industries. particular geographic areas. 

Remember the imponant numbers from the studies: 

- 54 percent of American families earn less than 530,000 

- That 54 percent pays twica as high a percentage of their income as the 
next inconto group ($30,000 to $60,000), and fhrm timas as high as the 
wealthy (over $60,0001 

-- 300,000 lost jobs h) 
0 
-J 

We're just here to ask for fairness. It we have to collect a tax, let it be 2 
balanced. And let's not make one income group, or one industry, or one geographic A 

region Pay for a deficit that everyone created. 
01 
0 
a 
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We're willing to pay our fair share, and we'll work together with Congress to 
see that the final economic package is equitable. Thank you for coming. We'll be 
happy to take your questions now. 



54 Percent of Aoierican Families 
Earn Less Than $30,000 Per Year 
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~f You're wondering why ~ i n  

These Families Accou~lt For Only 19 
Pcrccrlt of Family Income I 
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~ u t  n l ~ y  ~q A ~ t w c r i n g  4.3 Pcrccnt I 

Consumer Excise Taxes Is A Bad 1 & 
Just Ask Low. and Middle-Income Americans 

F~rnirlu More Th;l1l$b0.000 Pcr Year I 
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( Why Take The Most From Those Who Have The Leastl I 
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RESPOYSIBLE BUDGET ACTION GROCP 
220 '/2 "E" STREET. N.E. 

'IVASHNGTON. D.C. 20002 

(2021 547.4484 
FAX k(202) 547.4476 - 

For funher information contact Susan Tanaka 
(202) 547484  

The Committee for a Responsible Federal Budget today released a report on the fmt phase 
of their Heaith Care Reform Project. Henry Bellmon, Republican Co-Chairman of the 
group, describes the report as "a budgeretr's eye view of health care reform issues." 
Governor Bellmon points out that there is much speculation, but little hard data available in 
the health care reform debate. "We are budget experts, not health can experts," he said, 
"but this analysis leads us to recommend a cautious approach to health carc reform." 

Robert N. G i m o ,  Demccrdiic Co-Chairman of the CRFB, underscores the need for caution. 
He nays: "Thm is a temptation to believe that reform will bring better carc to morc people, 
nobody wi l l  have to give up anytlung and everybody will pay less." Mr. Giaimo said, "In 
one vcry important way, the h d t h  care nfonn debate is Wrt thc budget deficit debate. The 
most important conclusion we reach is that there are no easy choiw or quick fues." 

Susan Tanaka, Committee Vice President and project dimtor says historically there has been 
a tendency to underestimate wsts and overestimate savings from politically popular 
proposals. Ms. Tanaka says, "The intaaction of cosu and ravings across the Federal 
budget, national health and the n a t i d  economy - as well as the intctaction of the three 
economic secton - is not now well undermod by halth are analysts, economists, 
politicians and the American people. Salving the h d t h  care problem will require significult 
changes in the attitudes and behavior of consumers, providers and other playas in the health 
care industry. For reform to be durable, all pvtits wi l l  have to commit themselves over the 
long term to making the nsccssry changes.' She also says, howcva, "While we do not 
know how long it will rake to forge a mional consensus on system-wide reform, there are 
steps government tnigbt tabt immediWly that could begin to exw uresr, achieve modest 
savings, and improve the prwpsu for morc ambitious reform.' 

Committee President Car01 Cox Wait says there is a direct nlltionship between rising health 
care as0 and rim Fedazl deftci0. She coficludu. ...C 0sU aireDdy are growing too fast. 
Adding more demand d new funding will only make this situation worse. It could be like 
throwing gasoline on a fin. F c d d  government efforts must fo*u on health cost 
containment. Expanded aaxa may be financed gradually as savings are d e v e d . '  

The second phase of the project will focus on system wi& h d t h  care reform propods - 
what they cost or save - and the dispibution of cost and savings across the economy. 



Conclusions 
Health Care Refon- Project 

Pbnsr I: Cost Coaahmmt and Iucremeutal Reform 

For nveive years, the Cornmime for a Respcnsible Fsdarl Budget has worked to educate the 
public an the fsdaal budge and rrlusd isms. Todry, al l  mdr l a d  to h d t h  cprc spending 
in the budget, 

If goveromcnt were to niss reveaua and reduce m-health ure spading enough to 
bptncchbudgctnatyar, withinrcbsadcweoo~cagainwouldhaS300biionpa 
yeu  &&its, unlcu we did something rn mtmin the me of growth in hattb 
apmditlrm. 

R a l t h ~ g i r g r o a r i n g m o n ~ ~ u h s o t h t c c o n o m y .  Fcrlcnl~vcnue 
pwlh only keqn pace with -mic gmmh. 

A s b * ~ ~ c c p m , n a b a l t h a r e c ~ r p e r ~ ~ , m C a m ~ ~ m i c ~ o f - c u e  
R f o r m m ~ t h o l i k e l ~ c o a u r d ~ ~ d t b ~ u c n t l ~  mationrdppash. The 

nvinOl that tm nmslms would poducc. 



It aaabaks out rcndcncy O u n d d -  the arid ovaestimate savings 
vscciated with po l iWy populu go&. 

4 

We ue sanccrncd, for irtstan~e, thu thc palit ich ud the public could bt temptcd 
o n l y  onpcicecoa~oIs Ofinauceexpvlded hal thanknedtc  just= they have 
been tempted for so long to believe rhat we d d  solve the budge! deficit problem 
if w oniy cli- Wk(tt fmd Ud a b ~  in govcnuna~t, Or, d t u c n c i e ~  only 
fonu on problems most apparent them, argue far individual remcdii, and ignore 
the ~ p o l t n t i + l  a ~ ~ a - s e m n l  impact of change. 

The Man of costs and savings xms the Fcderat budget, lutiorul health, and rhe 
r u t i d  economy - u well u Ihc inremaion of the chrss scanamic secton - is not now 
well-understood by health arc anrlynt, ecormmkts, polidchs, and the Amerltan 
F e =  

Ia Utioa, it is difBeult to maaa rCMZPly tbe impazt of individual pmposds. 
~ ~ l b q P i r C l a n a m b a O f u I u m p d a a ~  mabiitodevdoppd 
~ b ~ b y a n i h M c d a a m d k m w M g a a n d t h e u s c o f s t d c ,  ntbcrtbaa 
dYmnk, r p i l y t i c ~ u c ~ .  

IUtbayhwcylnotlftwdtorvoidmy~tbctoll~~thll1M~~bemrdc,Mth 
arrraf~~mnsednotbomalla~ploporitioa.  R W g d m p r o j s c t c d b y b  
pnsidau b e g h i ~ ~ g  in 1998 and mtinuing thmugb tk firrt daadc ofthe 21rt ~a due 
~ y ~ r i d r y h c r l r b ~ ~ w . i ~ t k ~ - ~ n ~ .  msefae,Fcdaalpov-t~m 
m w t f o c ~ u m c o n a m ~ f  Expdedaxessmay bcfhbdprdwllyusavineSsrt 
xhicvsd. 

~ 1 1 1 . f a s ~ b l r F . d m l B l & + - p I c . 2  
Dnltr April 14, 1993 



while we do not h o w  how long it will tdre to forge a MW consmsus on system. 
wide reform, there are steps govanmeat might nkc immcdiuely that could be& to 
expud uxus, achieve modcst W g s ,  and improve the prorpecrt for more rmbitious 
reform. 

The health cue system should 'self-finmoe' any expanded Wts with savings from 
incremental meanues. Costs are alnsdy glowing coo f as  Add@ more demand and 
new finding will ody make this situarica wonc. h could k lila? throwing mline on 
a fue. 

Our upaicnce shows thrr third-puty payon haw helped to eliminate aaditiorul 1 ik 
r r t t r a i n u o n t h e & m u d f o r ~ a r c u d h r v e h ~ ~ r i s i n g c o & . w e m u s t  
be wful not a htb eucabw this growth in cost. Thuefon, apansion of 
mecage a d  benefits must be phued-in after we havc demonsartsd thu we have 
npW an ~ a o ~ l e  system with one thrt has offstve ooneols ow costs. 

M' discipline can help to fbcw ths debrtc by making it m e  d i u l t  to avoid the 
dMcuIt choices nscesJvy to make he h d t h  cue system affordable. I 
AbsentefT&efijcllcoosInbU, dding@tbbcf&forcMdjeopvdiacthe 
effm to achieve maningtid cort cootridmcnt. J 

h c m ~ n t d  ~~ M dd t0 UII mw bus, rcduco tbs rirk of - 1 ~  O ~ t c O m r t ,  

0 * s ~ m c o f m e u o c s c p r o b 1 ~ 0 1 , ~ h c l p ~ p u b l i c o p i n i a a f o r * t y p c s o t ~ u  
rhtwillhiverokmdc. 



e In addition, the Fedrnl gov-ment could Iczdasllip though uample by nf0rming 
F& health care pmgNnr (e.g., ~0nsolidahg pmgnms and dosing underutilized m~a) 
and by tonverting the Fcdcnl b p l . Y ' a  Wth Benefit Pmgmm CNfBP) to managed 
competition to M the approach. 

In the longer term, effective reform will have to target two, often amfli&~g, but i n t e r - r m  
objectives: 

C6St c o ~ a h e n t .  Meaningful rdonn must save money dative to the projected trend. 
F d u n  to do so wiU impeh, if not p e n t ,  the achievement of the second g a l  of 
UniverYl-. 

Effdve, long-term cost ccnoinwnt will rspuke eoasumers to accept limits on what 
wedemand andmpay monfor wha! weget. 

Aeecss. Assuring thu all citizens havc lcccu to quality halth are  h a d&nble sodal 
god. Univervl coverage my prove to be a p ~ ~  to long-r~m cost control and 
mbility. 

E x p u d s d ~ c a u l d & l y g o b s y o a d p r o v i d i n g t h w w b o a c e d a n , b u t ~  
affaditsasL Tolomc,upandiugooaumgnrmoremdkaabcncfitl,lowa 
out-of-pocket individual cwt, b& weage, even coavcniencc, Any 
movemmt in this dinction will quire ibd mutmh until cats an be contzined. 

Salving the halth cue problem will require @ i f h t  changu in thc utitwlw and k b r v i o n  
of coaslrmat, providus, ad arha playas in tbc hePltb ~ T C  industry. For nfm to be 
dunbk, dl parties will have to commit thancelw owa rhe long wm 0 making the nseaury 
chaugcs. 



DEPARTMENT OF HEALTH b, HUMAN SERVICES OM of ma S- 

wash~ngtm. 0 c 2021~1 

Mr. Eduardo Pefla, Jr. 
Chairman of the Board 
LULAC Foundation, Inc. 
1314 19th Street N.W. 
Washington, D. C. 20005 

Dear Mr. Pcfia: 

Thank you for your letter and the stxdy by the KPMG Peat Mawick 
Policy Economic Group. I appreciate your interest in health care 
reform and your contribution to our effort. 

Your letter makes an excellent point, that tho selection of 
health care reform financing has critical and vital implications. 
Consequently, we are carefully examining the economic effects or 
alternatives, even though we do not expect to need much added 
revenue. - 
The materials you sent indicate that of tho fivm types of tax, 

(excise tax- are the most regressive and would be the mast 
onerous for the certain low-income populations in thm Latin 
community. Because the President is aware of the possible 
burden, he and the Task Forcm will continue to considmr 
alternatives. I am pleased to see that the materials you sent 
will be included with other resources we will be using in tha 
coming months. 

Thank you again far sharing thm information with us. 

-. m r . ,  
Actinq usistant SO&-. 
for ~ianning and  valuation 



Contact: Eduardo Peba, Jr., 
Chairman, LULAC Foundation 
(202) 835-1555 

e NEW STUDY Ex.4MINEs IMPACT OF NATIONAL HEALTH CARE 
-Q- 

REFORM FINANCING OPTIONS ON U.S. HISPANIC COMMUNITY 

z z  WASHINGTON, D.C., March 25 -- A new study, analyzing potential funding 
mechanisms for nuional health care reform. rcveaia h e  detrimental impact some -- of those new taxa could have on the Hispanic American community and on the 7- 
working poor of America aa well. 

RobrraQIlC - The major findings of the study show thu three widely discussed ways to pay 
GrrYan for health c q  reform -- taxing workers on a portion of their employer-provided 

LUUCIWonJ health benefits, increased excise taxes, and taxing employen on a portion of the - health c u e  benefits they provide to their workers -- would hit America's working 
mbn.r*, poor, including Hispanics. the hardest. 
Tor*- 
-bnl The study. -: The Imppct Of Potential T a  ' 

w u  prepared for the L a p e  of United, Latin =A O~i::z F-Foundation) by the Policy Economiu Gcoup -- of KPMG P u t  Muwick. 
-w 
W m  "Health c u e  reform ia critical to the Hispanic community," said Eduudo 
-HI Pela. Chairman of rbc LULAC Foundation. UWe belleve rapid movement towards 

universal access is necusary and applaud President Clinton's commitment to make 
MA- health c u e  available to all Amedcmr. However, m equally critical issue In the 

health care reform debate is how universal acceu can be paid for without further 
impoverishing those most in need." 

A ncent repon by the heU. S. B u r w  of the Censu stater that more thm 31% of 
the Hispanic community -- 7 million people -- ue not c o v d  by eitha privau or 
public health insurance. 

"A key n a o n  milliom of Hirprnica do not have hdth Insurance ia bccauae 
they cannot afford It," $.id Mr. P e l r  'It would ba toully wunteeproductive for 
health care reform to k funded rhmugh new taxes that place a disproportionate 
financial burden om those who ue l u r t  able to pay. * 

Mr. Pea. went om to note that In such a siturtioa. the government would 
a ~ o l i a l l y  be telling this group of d n u l y  hard-prcued Americans: "We will give 
you Ihs hulth care coverage you prsvioualy could not affonl -- you j u t  have to pay 
for iLW 

The study examined five alternative financing methods, each designed to 
raise $20 billion in new u*tr annually, to usar how fijL they would be to 
lower- and lower-middle Income clarres where Hispanic families are 
disproportionately represented. 

"Fairness In taxation is usually looked u ia tums of whether taxes u e  
progrurive and bued on a person's ability to ply." said Fernando Rmos  from the 
KPMG Peat Marwick Policy Economics Group. 

. OVER - 



• The five financing options examined were: a uniform health care income 
surcharge; a payroll tax increase brought about through the removal of the Social 
Security and Medicare hospital insurance tax caps: increased excise taxer on ;rlcohol. 
tobacco and gasoline; taxing workers on a portion of their health benefiw; and tuing 
employers on a portion of their health c u e  expenditures. 

"These five taxes are either commonly recognized as potentid broad bued revenue 
sources or have been discussed u fundlng sources for health c u e  reform.". said Mr. 
Ramos. "Although there are obvlously many others, the flve selected u e  sufficiently 
varied to help illustrate the broad difference$ in fairnus that may exist among the 
various finmcing options available." 

The study demonstrates that the molt regressive form of funding ue excise tax 
increases which take a f u  larger proportion of earned income from the poorest segments 
of society than from those in the upper clur. Toxin8 portlonr of employu health c u e  
expenditures and employee health care benefits ace the next most regressive taxes to 
lower income groups. 

In contrast, the health c u e  income t u  swchuge is a relrdveiy fdr ux b e a u k  it 
reflects the progressive characteristics of the existlng t u  system. The most fair is tbe 
payroll tax option, which h u  virtually no effect on Iowa income Americuu. 

The p u r p o ~  of the study ru to highlight importmt conridsuiona in developing 
financing for nationrl health c u e  reform. "We hope that thls sttidy provider some 
answers to.  how hcdth c u e  reform can best be financed so thri the President md 
C o n g a r  do not inadvertently worsen the lot of the Hirpaoic community 8ad that of many 
other Americans," Mr. P e b  concluded. 

The Lcape of United Latin America Cllitenr Founddon (LULAC Foundation) ir a 
nonprofit organization affiliated wltb the League of United Latln Amerbra Citizens 
(LULAC). LLILAC. the nation's oldest. and l u p c i  Hi$pmic clvic orgroization with 
approximuely 115,MHI membas througbout the UDited Stam. w u  etublirhcd in 1929 to 
improve the quality of life for AmUICao$ of Hlspaaic descent LULAC and rhe LULAC 
Fouadation provide direct s4fviccc, r w c h  md d v o c s y  on v h r l l y  rll social. paiftical 
md economlc isruu of concern to the Hirprnic community. 



T R A D E  
A S S O C I f l T I O N  



SClT BY'THE TOBACCO I U T I T L T E  . 4-28-93 . 2 11PV 217: f3: ! 3 3  ,, . - - 

April 28,  1993 

TO: Darek Crawford, Philip Morris 
nike rorscey, Wunder, Diefendarter, CaMOn L Thelen 
Patar Harris, Capital Communication Stratsgise 
J ~ B  Healay, Black, Uanafort, Stone and Kelly 
John Jarvis, The Jarvia Company 
T o m y  Payna, R.J. Reynolds Nabirco 
Edward Porcaro, CHCS 
Bob Raere, Philip Morrie 
J i a  Savarass, Savarere 6 Associates 
Eric Shuliaan, Ogilvy Adam8 L Rinohart 
Robin Tallon 
Dick White 

FR: Calvin Caorqe eJ! 
RE: Tax fs6U0 Meeting 

This memo eonfims that our next tax issum meeting will ba on: 

Xondry, nay 3 
at 3100 pn 
TI board room 

Plaaaa lat me or Christine Patterson know i f  you are unable to &a 
this meeting. Thank you. 

cc: Bob mi8 
~ o b  w a r n  
Bill Ortachowki 
Slum Stunts 
w.1t.r Woodaon 



r( C d  \ - P i  

9 
ME;MOR&VDC~ +.pri@;~g3 

TO: Waltcr Woodson 
, \ \\ : 

1- . f- ILL 
FROM: John Leepcr ;* ,&- h \\ 

SUBJECT: FET Update from Region VIlI '\ 

Below is a summary of our results so fa. We have stancd mug the individual repons so 
they are more readable. 

Atracncd are copies of reporrs we have received so fu. 

ARKANSAS 

Dickey 
h b e n  
Thornton 
Bumpers 
Pryor 

Glickman 
Slattery 
Dole 
K~sebaum 

Gephardt 
Skeiton 
Voilrmer 
Wheat 
Bond 
Danfonh 

!xwu!x 
Joe Bell 
Joe Bcll 
Stewart Bell 
Earl Jones 
Joe Bell 

John Bottenberg 
John Bottenberg 
Bill Henry 
Ron Hein 

Ken Rothman 
Lauh Smithcr 

Ken Rothmnn 
John Britton 
John Britton 
Ruldy Morris 
Ken Rothmaa 
John Btitton 

RJR Y 
RTR X 
n )c 
PM X 
RJR X 



blemo to Walter Woodson 
FET Update 
Pap 2 

NF.BRAm 

Hoagland Bill Peters 

OKWHOMA 

Brcwster Kca Nancc n )c 

English Mandell Matheson RJR X 
Synar (We do not have anyone who can contact synar) 
Nickles Ken Nana n 
New contact penon. 

CC: Matt Paluuck 
Joe Murray 
Hunt Marshall 



Region VIII PET S - q ,  Xpril 22 ,  1 ~ 3  

.-a U t 'ndec id~p ti9 Res~onsp 

Dickey X 

~ambert X 
Thornton X 
Bumpers x 
Pryor X 

*Hutchinnon X 

Kanrae 
Clickman X 

Slat tery  

Dole 
Kassebaum 

U s o u r i  
Clay 
Danner 

GBphardt 
Skelton 
Volkmer 
Wheat 

Bond 
Danf or th  

*Talent 

Nabtaska 
Hoaqland 

aklaholaa 
Brawrter X 
English X 

Synar X 
Nickles - X 

2 8 11 3 

*Not on original list 



m B E X :  Congressman Jay Oickey/Republican/4th District/Arkansas 

PERSONAL VISIT OR CONTACT BY TELEPHONE: ' f i s i t x  telephone- 

THE IXCUSTRY PERSON(S) MAKING THE CONTACT: Joe Bell, RJR,,Arkahsll 

WAS THE CONTACT DIRECTLY WITH TXE MEMBER? y e s x  no- 
IF NOT, NAME OF THE STAFF PERSON(S): 

-XEHBER'S POSITION ON IXCXZASED TOBACCO EXCISES: 

Tor Against X Undecided 

XEt!BERIS GENERAL '1IEW ON TOBACCO EXCISE 'TAXES AND TIiE HEALTH CARE 
LVD BUDGET PACXAGES: 

Health Care and telated Budget Package is so complex that no 
workabla solution is soan fotthcominq. hn increase in cigarette 
taxes is not something he will vote for, 

R E C O m D A T I O N S  FOR FtTVRE CONTACTS/INFORMATION FOWOTHER MATTERS 
WITH mIs MEMBER: 

Conqressman Dickey is pro-business, pro-aqricultura, and generally 
snti-car. Joe c ell suqgertr waiting until tho Wealth Care Package 
is published before re-contacting, 

OTHER CO-S t 

Joe Bell an& COnqressman Dickey were in law school toqethor and 
have a goad One-on-one relationship, Joe Bell is the appropriate 
person to follow up w i t h  congressman nickey at a later date. 

Joe Bell and Sohn Leaper to write follow-up letters. 



MEHSER: Csnqres6~0man Blanche Lamber+/Dam/lst Pist/Arkansas 

TIME ; GATE OF CONTACT: April 14, 1993 

?ERSONAL VISIT OR CONTACT BV, TELEPHONE: visit- t e l e p h o n e X  

THE :::DUSTRY PERSON(S) W I X G  THE CONTACT: Joe Bell, RJR, Arkansas 

i lAS T!?E CONTACT DIRECTLY WITH THE MMBER? y a s X  no- 
IF NOT, NAME OF THE STAFF PERSONtS): 

W B E R t S  POSITION ON IXCREASED TOBACCO EXCISES: 
For Aqainsc Undecided X 

!GMBERIS GENERAL V I Z H  ON TOBACCO EXCISE TAXES M D  ?HE HEALTH CARE 
AND aUDGET PACIUGES: 

Health Cara Reform must be accomplishmd, but mxcisa tax on tobacco 
night not be part of the answer. Congresswoman Lambart promised 
Joa Bell she would be llequitablen. 

RECOMMENDATIONS FOR FVTORE CONTACl'S/INFORUATION FOR/OTHER MATTERS 
WITH THIS MGMBER: 

Any industry facilities in thm 1st District should contact her. 
This vould include Kraft, etc. Local wholesalers, especially Bob 
Douplss, members of  the tobacco statas and Washington staff should 
furnish Congresswoman with one page bullet paperts) on the Price- 
Waterbouse findings. Bob Douglas should maka a call or visit. 
State Rmpresentativa Bobby Hogue, one of her constituents, i a  also 
Willing to help with her. 

Joe Bell also talked with Rurs Orvin, her "taxw staffer, by phone 
in bar Washington office. He is a emoker (who wants to quit); 
however, it is frlt he would listen to our wuhinptan paopla. 

Joe Eel1 and John Leepmr to writ. follow-up letters. 



m B E X :  congressman Ray Th0rnton/Democrat/2nd Cistrict/~rkansas 

~ 1 ~ 3  & DATE OF CONTACT: April 15, 1993 and April 19, 1993 

PERSONAL VISIT OR CCNTACT BY TELEPHONE: v i s i t X  telephone- 

THE INDCSTRY PERSON(S) MAKING TXE CONTACT: SteVart Bell, T.1. 
Arkansas, and see 9.11, F J R  Arkansas, visited with Ed Fry on 
4/15/91, and Joe SelL talked with Ray on the tolephone on 4/19/93. 

WAS THE CONTACT DIRECTLY WITH THE MEMBER? Y~SL no- 
IF NOT, NAME OF THE STAFF PERSON(S): Ed Fry was contacted f irst .  
and then Congressman Thornton was' spoken with on the telephono. 

YEMBER'S POSITION ON INCEASED TOBACCO EXCISES: 
For Against Undecided X 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CAR3 
MD BUDGET PACKAGES: 

Congressman Thornton, in a telephone visit on 4/19/93, expressed 
opposition to regressive excise taxes, but thought that a l1fair and 
equitablan tobacco tax was wliKely" as part of a health car. rafom 
effort. These ramr thoughts were oxpressed in a letter to Joe Bell 
on that same date. 

A copy of the letter to Joe Bell is attached. 

RECOMMMDATIONS FOR NTVRE CONTACTS/INFOWTION FOR/OTHER MA- 
WITH THIS MEMBER: 

Local vholesalarrr m.rpbers from tha tobacco states and Washington 
staff should furnish Congressman with one page bullet paper(s) on 
tha Price-Watarhousa findings. 

OTHER COnnMTS: 

congressman Ihorntongs chief Legislative Assistant in Washington ir 
very friendly and accessible. Ed Fry is very familiar with tha 
subject. Both Joo Bell and I saa hia often, in ~fttla Rock and 
when we are in Washington. 

PI, 
Stewart Boll and John Laeper to writ. follow-up Letters. o 

V 

Copy of Thorntonlr letter to Joe Ball - Attachment 1. 4 a" 
01 
0 
0 
01 



,mYBER: SenaZOr Dale aumpers/Democrat/Arkansas 

0 T:XE 5 DATE OF CONTACT: S : 2 3  a.m. on April  16, 1993 

FERS5liAL VISIT OR CONTACT BY TELEPHONE: v i s i t  telephone& 

THE ISDUSTRY PERSON(S) W I N G  TEE CONTACT: Earl Jones 

WAS THE COEPTACT DIRECTLY IZTH THE MEMBER? yes- M L  
IF NOT, HAME OF TXE STAFF PERSON($): Rich Glick 

W%BER'S POSITION CN INCREASED TOBACCO EXCISES: 
For Against undecided 
'Too Early" - proposal t o  come May 5th. Will state position a f t e r  
thdE . 
MEMBER'S GENE= VIEW OH TOBACCO EXCISE TAXES AND THE HEALTR CARE 
AND BUDGET PACXAGES : 

Does not believe vat will get th8ra. 

RECOEXENDATIONS FOR FUTURE CONTACTS/~NFORHATION FOR/OTeR H.%'l"FERS 
WITH THIS WEnBER: 

I believe all of the  Arkansas delegation Democrats will have t o  go 
with Clinton.  In my opinion Snnator Pryor should be targrted to 
txy to help moderatr the tax as much as possible. Reqardlasa, I 
chink Bumpers will taka his lead fmm Pryor. 

. . 

OTHER COlMENTS: 

Follow-up letters from Jones and T.I. 



m E a :  Sanator David P~or/Domocr8t/Arkaneas 

?I= h DATE OF CONTACT: April 2 0 ,  1993 

PERSONAL VISIT OR CONTACT EY TELEPHONE: v i s i t -  t e l t p h o n e L  

THE 11IDUSTP.Y PERSON(S) MKING TIIE CONTACT: Joe Bell, FSR, Arkansas 

WAS TIIE CONTACT DIRECTLY WITH THE MeMBLR? yes- n o 2  
IF NOT, NAME OF THE STAFF PERSON(S): Frank Thomas, Administrative 
Assistant, and Steve Glaze, ~dministrative aide ,  

?IEMSERIS POSITION ON INCREASED TOBACCO EXCISES: 
For X Against andecided 

;rlEMBERIS GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE H'SALTH CARE 
AND BUDGET PACXAGES: 

Tobacco use causes diseases, which smokers and the industry should 
be held accountable for, i n  the form of higher taxes t o  tund health 
care reform. 

RECOMMENDATIONS FOR FVTWRE CONTACTS/INFORMATION EOR/OTHER KATTERS 
WITH THIS MERBgR: 

Recontact steva Glaze, aftrr Health Care Refom Plan is presented 
t o  Congress. 

OTHER COMMEXTSI 

Pryor  i a  very anti-tobacco, after suffering a heart attack. Ha Wa 
a smoker. His aide, Steve Glaze, warn very cool, also. 

Follov-up letters from Joe Bell and John Leeper. 



.MEMBER: C o n g r e s s m a n  J i n  Slattery/Damocrat/Znd District/Kanrae 

TIME & DATE OF CONTACT: 11 a.m. on A p r i l  14, 1993 

PERSONAL VISIT OR CONTACT BY TELEPHONE: visit-  t e 1 e p h o n . X  

THE IXDUSTRY PERSON(S) MAKING THE CONTACT: John C. Bottonberg 

PAS THE CONTACT DIRPCTLY WITH THE MEMBER? y e S X  no- 
SF NOT, NAME OF THE STAFF PERSON(S): 

!4EnBERil'S POSITION ON INCREASED TOBACCO EXCISES:  

For Against Undecided X 

MEMBER'S GENE= VIEW OH TQBACCO EXCISE TAXES AND THE HEALTH CARE 
AND BUDGET PACXAGES: 

Too much for Congress t o  handle! Very s o f t  on excise taxes. 
Worried about "Joa Sixpack", Ha has some Indian Shops in his 
d i s t r i c t .  Very concerned that tho House w i l l  pass and Senat0 
k i l l s .  

RECOmNOATIONS FOR FVTORE CONTACl'S/INIORMATION F O R / O m  H A M  
wrm THIS MENBER: 
Show the problem that the Indian Shops cnate .  

Showinq more concam about ciinton's proposals. His support is 
getting mlkor.  

~ollow-up letters from Botteberg and T. I*  



TIXE 6 DATE CF CONTACT: 
+ # j ~  I ,  ;' lq3 

PERSONAL v:sI,T cR csNTAC: 31 ZzLEPHoNE: v i s i t -  tc1e;hone- J 
THE INDUSTRY PFkSOI,(S>4 YAKZSG ?HE C%TXCT: 
, , i ivlcrr ,g ! A . . s 4 ,  i o p ~ i ~ ~  

I , 
/' GAS THE C3NTACT DIRECTLY WIT3 T3E ZIEMBER? y a t  no- 

IF YOT, .YN CF THE STAFF FERSON(S): G rcs S t k - a ~ k e  

XEHBER'S P O S I Z O S  GH :SCRfhSTS TOSACCO EXCISES: 

For Against Dndecidad /' 

KEKBER'S GENERAL VIEW C.Y TQBACCO EXCISE TAXES AND THE 'EALTH CARE 
AND BUDGET PACXAGZS : s,,+,, b, \, ;, c,.. .ti E .  1 + a-4 <& 
,,- 6z-+L b-ilqrt H= L ~ i e u e ~  sfeX7 Lw& ur d 
behrc he ujii\ S& vT " * Y  

.fu l u ~ e ~ ~ ,  - e uc.sc,z.-  r;h-'dc 
1 

' I  1 JJL f  40 aL8 vhn& i*rrr &*fan/ ..\ C/‘<f0~~ -6 r~ *e  9 

L c L . ( f k  CLLPC ,, l a% h~ C C W I ~ ; ~  +ru(  use r' 

RECOmNOATIONS FOR NTVRE CONTACTS/INFORKATIOH FOR/OTHER HATTERS 
WITH THIS nEXBER: 

u. 4 &,-i ;r ilr. ~ c h ;  ptse- r- l+b(& , A d &  , 
CI;:'YpLrr* .s ; 1 ( * + - ~ 4 -  3 i j 5  xb +L ! e J w s i o l  J 

/ .  J , L 4 I,L c,,,,/ 
', -- k -  ?&o-$- t4 G o P  cPU pB. 4 %  -~~~~ . 1; L a c  * o t s p k b l  t o  .JaI bLf S A C  cd* 

{ .I om./-Z+/' 
OTHER COHMLNTS: ISSLLL  

ee. &y./  
hr  *&SP ~ L K '  /&Y.c 



ENBER: Senator Nancy Kassebaum/Republican/Xansas 

TI% & PATE OF CONTACT: April 13, I993 

PCPSOKAL VISIT OR CONTACT BY TZLEPHONE: visit- t e l a p h a n e X  

THE 1:IDUSTRY PSRSON(S) MAKING THE CONTACT: Ronald R. He'in, Rm, 
Kansas 

WAS THE CONTACT DIRECTLY WITH TXE MEMBER? y * S  T t O X  
IF !lOT, XAHE 08 THE STAFF PERSON(S): Dan Bolen 

XEHBERIS POSITION ON XICREASED TOBACCO EXCISES: 
.For Against X Undecided 

E N B E R ' S  GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE XEALTfi CARE 
AND BUDGET PACKAGES: 

Opposmd in general t o  excise taxer on tobacco and alcohol. 
However, if taxes are included in health cara leqislation, Senator 
Xassebaum will have to vote on the total package, and the package ' 
is not sufficiently knorn for her to have a committad po~itL0no 

RECOMMfNDATIONS FOR NTURE CONTACTS/INFOMTION FORJOTHER MA- 
wIm THIS m m :  
I requested about the opportunity for someona in the industry t o  
approach Sanator Kassebaum personally when tho package is more 
specifically detennined and I war advised that might be poanibl.. 

OTHER COMMENTS: 

Follow-up letters from Ron Hein and John heper. 



KEMBER: Congressman 9111 Clay/Democrat/lat District/Missouri 

TIME h DATE OF CONTACT: Apri l  1 6 ,  1993 

3ERSOHAL VISIT OR CONTACT BY TELEPHONE: Vis i t -   telephone^ 

THE INDUSTRY PERSON(S) HhKINO THE CONTACT: Karen Warren, Secretary 
to Ken Rothman, T.I. Local, S t ,  Louis, Missouri 

WAS TXE CONTACT DIRECTLY WITH TXE MEMBER? y e s  n o x  
I? NOT, MAME OF THE STAFF OERSON(S): Staf f  member name, Mrs. Graen 

MEMBER'S POSITION ON IXCXEASED TOBACCO EXCISEIS: 

For Against C'ndecided X 

MEMBER'S GENEPAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE 
RND BUOCET PACKAGES: 

~COMMENDATIOHS FOR FVTORE CONTACTS/1NFORMATION F O R / m E R  MATTERS 
WITR TEIS MEMBER: 

OTHER COMMENTS: 

Arrangments will be made t o  meet w i t h  Congressman Clay. 
will also be future attempts made to gather more extensive 
information. 

Follow-up letters from Kan Rathman a d  John Leeper, NO 
4 



.WEER: Conqres6womax? Pat 2anner/ComOCrat/6th Cistrict/misscuri 

 TI^ LF: DATE OF CC~ITXCT: 3 i d  January (letter), Bid Februaq (Lettar, 
Mid March (letter) 

?ERSONAL VISIT OR CONTACT 9Y TELEPHONE: v i s i t X  t.lephan8-X- 
She visited oaening tobacco aarkec last fall (personal 
contact). 

r;iE EIDUST2Y PERSON (S) XAKING THE CONTACT: 
Louis Smithar and several hundred tobacco f-8. 

WAS T= CONTACT DIRECTLY wxm TXE ~ E R ?  y a s ~  no- 
IF NOT, NAME OF THE STAFF PERSON(S): 

KEMBER'S POSITION ON INCREASED TOBACCO EXCfSES: 

For Against Undecided X 

XEMBER'S GENERAL VIEW C>I TOBACCO EXCISE TAXES AND TWE HWLTH CARE 
AND EVEGET PACSAGES: 

She vants deficit raduction and budget cuts before tax hik*S arm 
considered (so she says). 

RECOMWENDATIONS FOR NIZ'RE CONTACTS/INFORPUTION FOR/OTHER l4hmERS 
WITH THIS MEMBER: 

Last latter I wrote concerned my desire for her to join other 
tobacco congress reps and meat with Clinton. Her comments on this 
request hava not returnad to me as of this data. 

OTHER CO-S: 

Tobacco farmers from Chariton County are going to har town meeting 
at 1 p . a .  mursday in Keytesville. Tobacco farmers from Howard 
County are qoinq co her town meeting in Payetto at 3 p.m. Thursday. 



MYSER: Congressman Cick Gephardt/DUaocrat/3rd District/Hissouri 

T I E  h DATE OF COHTACT: 9:40 a.m. on April 21, 1993 

PERSONAL VISIT CR CONTACT BY TELEPHONE: visit- t~lephane-ft- 

'=HE IXDUSTRY PERSON(S) MAKING THE CONTACT: John Britton, T.I., 
Xissouri 

WAS THE CONTACT DIRECTLY WITH THE MEMBER? y e s  no-X- 
IF NOT, NAME OF THE STAFF FERSON(S): Andrew Steven8 

:EMBER'S POSITION ON INCREASED TOBACCO EXCISES: 

For A g a i n s t X  Undecided 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE 
AND BUDGET PACKAGES: 

Generally opposed t3 the idea of using excise taxes f o r  such 
purposes. However, is corniftad to Preeidmt4s plans f o r  health 
care reform and deficit reduction. 

RECOMCENDATIONS FOR FLTVRE C3NTACTS/INFO~TION FOR/OTHER MATTERS 
WITH THIS MEMBER: 

Corporata c.E.0.'~ 

OTHER CO-S: 

Follow-up letters iron John Britton and John Leeper. 

Lettar froa Gephardt to Ken Rothman - Attachment 3. 



HEMER; Congressman Tke Skelt~n/~emocrat/4th District/Xissauri 

TI# i CATE OF CONTACT: 2 P.M. on April 8, 1993 

PERSONAL VISIT OR CONTACT BY TELEPHONE: v i s i t -  telephone& 

THE TNPUSTRY PERSON(S) W I N G  TXE CONTACT: John Britton 

WAS m~ CONTACT DIRTCTLY wxm THE EIEMBER? y o s ~  no- 
IF  NOT, NAME OF THE STAFF PERSON(S1: 

MEXBER'S POSITION ON IXCREASED TOBACCO EXCISES: 

Far Against undecided X 

MEKBER'S GENERAL V I F d  ON TOBACCO EXCISE TAXES AND THE HEALTH CARE 
AND BUDGET PACKAGES: 

Net crazy about excise taxes but would probably support an increase 
in e iqarrt te  tax for health care if increaro was reasonable and the 
plan well constructed. 

RECCMMENDATIONS FOR NXIXE CONTACTS/INFORMATION FOR/OTHER HATTERS 
WITH THIS MEHBER: 

He has a grover in hi s  d i s t r i c t .  Has good relationship with 
members o f  the ~ o r t h  and South Carolina delegation. 

OTHER COmENTS: 

Follov-up letter from T.I. office. 



a H B E R :  Congressman Harold Vol)Emer/D4mocrac/9th District/Missouri 

TTfl & DATE OF CONTACT: 1 : 2 4  p 6 B .  A p r i l  5, 1993 

?ERSONAL VISIT OR CONTACT BY TELEPHONE: visit- t e l c p h a n e X  

THE I?IDGSTRY ?ERSON(S) MAKIIIG THE CONTACT: J 0 h  Brltton 

WAS THE CONTACT DIRECTYf ZTTH WE MEMBER? Y e S L  no- 
IF NOT, XAKE OF TXE STAFF P",RSON(S): 

, W E E R ' S  POSITION ON INCXERSZD TOBACCO EXCISES: 

For Aqainsf X Undecided 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH CARE 
AND BUDGET PACKAGES : 

Against all excise tax  fncreasas. 

RECOXMENDATIONS FOR mTVRE CONTACTS/INFO~TION FOR/OTnER X A m  
WITH THIS HEXBERt 

OTIiER COMMENTS: 



X ~ B E R :  Ccnqressman Alan Whea'c/Deaocrat/Sth District/~issouri 

TLnE i DATE OF CCNTACT: p,m. 4/13/93 

?-C.WO:rAL VISIT OR CONTACT 3Y TELEPHONE: visit- telephone-X- 

THE IIiDL'STRY PERSON(S) HAKING THE CONTACT: Randy Morris 

WAS THE CONTACT DIRECTLY WITH THE MEMBER? y e s  no-X- 
IF NOT, ?lAME OF THE STAFF PERSON(S): 

District Director, Kansas City Office - Gerard Grimaldi 
!4EHBER'S POSITION ON IXCREASED T38ACCO EXCISES: 
F?r Against Undecided- X 

ILEMBER'S GEXERAL VIEW CN TOBACCO EXCSSE TAXES AND THE HEALTH CARE 
XUD BUDGET PACKAGES: 

congressman Wheat is favorably disposed towards the Prasidentls 
budget Tackage but is reserving his options as to tha Health care 
reform package until a bill is filed in Congrass. Conqresrmran 
Wheat, ~ h i l e  a member cf the Congressional Caucus on Tobacco and 
Health, thinks that any satioue health care reform package must 
include f inancinq sufficient to cover its cost and that there must 
not be any "hidden coatsw. 

RECOMMENDATIONS FOR fi"pvRE CONTACTS/INF'OFXATION FOR/OTBER MATTERS 
WITH THIS MEMBER: 

A follov-up face-to-face meatinq has been requested with the 
Congressman. 

OTHER COKHEPTS: - 
A f?llOw-Up latter has baen sent iron Randy and also from my 
off ice. 



,WSER; Senator K i t  Bond/Republican/niasouri 

TIM & DATE OF CONTACT: 4:30 p.m. on A p r i l  a ;  6 p.m. on April 15;  
3:?0 p . s .  on April 18, i993 

FERSCNAL VISIT OR CONTACT BY TEUPHONE: v i s i t X  telephona-X- 

THE INDUSTRY P E R S O N ( S )  MAXI!:G THE CONTACT: Harry Gallaghar, R;TR, 
Missouri 

WAS TEE' CONTACT EIREmLY WITH THE MPIBER? Y~SX no- 
IF NOT, NAHE OF THE STAFF P E R S O N ( S ) :  

XEKBER'S T O S I T I O N  QN IYCREASED TOBACCO EXCISES: 
For Against X Undacided 

NEHBER'S GENERAL VIEW ON TOBACCO EXCXSE TAXES AND THE HEALTH CARE 
AND B U X E T  PACKAGES: 

Tobacco excise taxes - opposed. 
Health care and budget packages - skeptical, wait and See. 
RECOMMENDATIONS FOR NTVRE CONTACTS/INPORMATION EOR/OTXER WTTERS 
WITH T H I S  MEHBER: 

The Senator asked that the industry keep him informed through D.C. 
and other avenuas. 

OTHER COMPIENTS: 

Senator Bond said an April 18 that if a package which advatrely 
offecred Social Security if an excise tax were not enacted, he 
could have r problea. 

F o l l o v - u p  letters from Harry Gallagher and John Leaper. 



,?fEnBER: Cocgressnan Peter Fi~aqland/Tremccrat/2nd District/Xebraska 

T I M  h DATE OF CONTACT: 9 a.m. on April 21, L993 

?ERSONAL VISIT OR CONTACT BY TELEPHONE: visit- t e l e p h o n e L  

THE IIDUSTRY PERSON($) IAXIIC THE CONTACT: Bill Peters, T.I., 
Nebraska 

WAS THE CONTACT DIRECTLY WITH THE MEMBER? y e s  n o x  
IF NOT, NAME OF THE STAFF PERSQN(S): Roger Blauwet 

I".!2llBER'S PQSITIOlI ON INCREASED TOBACCO EXCISES: 
For Against Undecided X 

!4EXBERtS GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEAL= 
AND BUDGET PACKAGES: 

Vntil thera are specific proposals ntaff 1s assrubling rrraarcb 
information. Staff priority until May 17 is tax bill. Major 
companies have already contacted and supplied information. 
Congressman has not discussed specifies with staff and staff does 
not expect discussion until after bill is introduced. Issue that 
appears to be of significant concern is financing health reform 
with unstable and disappearfnq tax. With regard to Health care kay 
issue will be role of insurance companies. (What doe9 Mutual of 
Omaha want?) They are receiving low leads of concams regarding 
state and local losses. Expect more when bill proposed. 

RECOMHWDATIOUS FOR PUTLaE CQNTACTS/INIORHATION FORjOTHER UATTERS 
WITH THIS HEMBER: 

This aember had a vary close race. He lost important labor support 
because Of his vote on railroad strikr, United Trrnsportarion 
Union in particular punished by witrrholding funds and workarr. 
Hill be trying to get back wim labor while taking care o f  health 
imurance concerns. 

OTHER COINENTS: 

Based on his sty18 while in legislature as vell as votes, 
Congresanan noaqland would vote for a tax increasa if it war for a 
program which ha supported, would ba willing to negotiate and 
compromise, I would be shock& if ha didn't follov leadership in 
final analysis. 

Follow-up letters from Bill Peters and John Leeper. 



VEBER: Conqressman Bill Brewster/~emocrat/3rd Disttict/Oklahoma 

TIM S DATE OF CONTACT: 3 p.m. on April  19, 1993 

PERSONAL VISIT CR CONTACT BY TPUPHONE: visit- t e l a p h o n e X  

THE INDUSTRY PERSON(5) W I N G  THf CONTACT: Kenneth R. Nancs, T.I., 
Oklahoma 

WAS THE CONTACT DIRECTLY WITH THE MEMBER? yas- n o X  
IF NOT, NAME OF THE STAFF PERSON(S) : Pat Raffaniello. Chief of 
Staff 

MEXBER'S POSITI3N ON INCREASED TOBACCO EXCISES: 
For Against X t'ndecidrd 

MEMBER'S GENERAL VIEX ON T3BACCO EXCISE TAXES AND THE HEALTH CARE 
AND BUDGET PACUGXO: 

Opposed to using the cigarette tax as a funding mechanism for 
reforning tha health car. system. 

RECOMnrNDATIONS FOR FUTURE CONTACrS/INFORMTION FOR/OTIiER MATTERS 
WITH mzs ~ W E R :  

OTHER COMHUlTS: 

Follow-up lattets from Ken Nanca and John Leeper. 



. m B E R :  :ongressman Glenn Enqiizh/Democrac/6th District/Oklahoma 

T:NE I SATE OF CONTACT: ;:$a p.m. on April 11, 1993 

PERSONAL VISIT OR CONTACT BY TELEPHONE: visit- t e l e p h o n e X  

THE ZXDZSTRY PERSON (S )  ?t4I(S:?G THE CCNTACT: Mandell ?latheson, U R  
legislative Counsel, Oklahoma 

WAS THE C O N T A ~  DIRECTLY WITH THE ~ W S  y e s  n o X  
I F  EjOT, ti- OF THE STAFF PmON(S): Gary Olga, Gtief 

MEMBER'S P O S I T I O N  ON 1:ICREASEP TOBACCO EXCISES:  

For Against Undocided X 

MEMBER'S GENERAL '?I% O N  TOBACCO EXCISE TAXES AYD THE HEALTH 
AND BUDGET PACXAGPS: 

Reprerentativa Enqlish belimves the Prrsidontts overall proqmn 
will be in one big packaqe with House Rules limitfnq aaendaents to 
bare Qinimuns. He does not w a n t  to taka a fixed position an 
tobacco taxer or any singla point or issue. English believas 
locking himself in on a "yes* o r  "no8' position would become a 
commitment to vcte against tha package, taking him out of action aS 
a loplayer" in the overall procass. 

RXOMMENDATIONS FOR FVTURE CONTACTS/TNFORHATION F O R / O m  
WIT?l THIS MEMBER: 

A.A. Gar! Daqe has asked me to send him our (RJR) info an FET which 
I will do Rlureday (4 -15) .  Continued contact via D.C. offic0S iS 
reconmended. I believa ha may be responsive to our position 
depending an how package is presrnted in House. He is a Democrat, 
but represontr a farm-conservative, generally, GO? area. 

OTHER C O ~ S :  

Eollov-up letters from natnason and T.1. 



MEMBER: Bob Filncr (D) District 50 California 

TIME & DATE OF CONTACT: 4/19/93 

lNDUSTRY PERSON MAKING THE CONTACT: Jim Milch 

WAS THE CONTACT D I R E W  WITH THE MEMBER? YES - X  Lc)c 
IF NOT, NAME OF THE STAFF PERSON(S): 

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES: 
FOR AGAINST UNDECIDED - X 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH 
CARE AND BUDGET PACKAGES: Coagresbm Filner's fint questions w i  What is 
FIT?'. 1 explained to him briefly what I thought it war and what bis President was 
intending by i t  Since he has not even heard of the FET plans, he could offer no opinions 
other than to agree with me that there is a point of "diminishing returns' on basing the 
financing of new federal programs on such a concept. He suggested tkrt I send him a 
package of material which would be of help to him in evaluating an eventual position 1 
would suggest that we identify the precise items which wold be most effective in iafonning 
Congressman Filner of the meritr of our case. From my own experience. and from my 
knowledge of Congressman Filner, there is a point of 'dirninishig returns" from bulk 
rubmittill uf infumatiun I would su(~yest, tilerefon, that we be selective in the material we 
send him to educate him on the subject 

RECOMhdENDAnONS FOR N T U R E  CONTAClS/INFORMATION FOR/OTWER 
MATIERS WITH THIS MEMBER: 

OTHER COMMENTS. 

DATE OF FOLlDW-UP THANK YOU LETER TO THE MEMBER FOR TAKING 
THE TIME TO MEET WITH INDUSTRY: 

h) 
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FFDERAL CONTACT PROGRAM (REGION XI) 

MEMBER: Xavier Becerra (D) District 30 California 

TIME 8 DATE OF CONTACT 

PERSONAL VISIT OR CONTACT BY TELEPHONE: TELESHONE - X 
INDUSTRY PERSON MAKING THE CONTACT: Christina Rose (Rose B Kindel) 

WAS THE CONTACT DIRECTLY WI'IH 'I'HE MEMBER? N O - X  

IF NOT, NAME OF THE STAFF PERSON(S): Elsa Marque& Admin. Wt. 

MEMBER'S POSITTON ON INCREASED TOBACCO EXCISES: 
FOR AGAINST UNDECIDED - X 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH 
CARE AND BUDGET PACKAGES: No position yet on excise taxes b u ~  will most likely 
be supportive in gcncral of the President's healthwe package. 

RECOMMENDATIONS FOR FUrURE CQNTACE/INFORMA'TlON t;OK/O1'HEK 
MATIERS WITH THIS MEMBER: Expect return call from either  he member or David 
Kim, his advisor on health and tax issues. 

OTHER COMMENTS: 

DATE OF FOLLOW-UP THANK YOU LETEH TO THE MEMBER FOR TAKING 
THETLMETOMEErWITHINDUSLRY: 



F i T  BY THE T W C C O  ItSTITLTE . 4-313-93 . 1 JWk 

DERAI CONTACr PROGRAV (REGION XI) 

MEMBER: Lucille Roybal-Allard (D) District 33 Cjlifornia 

TIME & DATE OF CONTACT: 

PERSONAL VISIT OR CONTACT DY TELEPHONE: TELEPHONE - X 

!NJlUSTRY PERSON MAKING THE CONTACT: Christina Rose (Rose & Kindcl) 

WAS THE CONTACT DIRECTLY W ~ T I ~  THE MEMBER? N O - X '  

IF NOT, NAME OF THE STAFF PERSON(S): Ioel h e ,  Leg. Ass't. 

MEMBER'S POSITION ON INCREASED TOBACCO EXCISES: 
FOR AGAINST UNDECIDED - X 

MEMBER'S GENERAL VIEW ON TOBACCO EXCISE TAXES AND THE HEALTH 
CARE AND BUDGET PACKAGES: Ha 1101 yet addressed the issue of excisc ulxes but 
will most likely be supportive of the President's budgct and healthcare packages in general. 
Also' probably supportive of cxdse taxes due to some anti-smoking feelings. 

RECOMMENDAnONS FOR FUTURE CONTACIS/lNFORMAnON FOR/OTHER 
MATLERS W l l H  THlS MEMBER: Should be open to a meeting. 

OTHER COMMENTS: Has been meeting with Hillary Clinton and expresses special 
concern about the Latina cammuaity. 

DATE OF FOLtOW-UP THANft YOU LEITER TO THE MEMBER FOR TAKING 
THE TIME TO MEET WlTII INDUSTRY: 



A C T I U I T I E S  



March 10, 1993 

President Bill Clincon 
The White House 
Washington, DC 20500 

Dear Mr. President: 

As Democrats, we want to support your efforts to stimulate 
the economy, reduce the budget deficit, and reform health care. 

We have seen recent comments by senior members of t he  
Administration suggesting t h a t  federal excise taxes on tobacco 
products might be raised as high as $2.00 a pack on cigarettes 
to r a i o a  revenue for health care reform. 

a We know that you have not made any decisions on such 
proposals. Therefore, we wanted t o  be sure YOU are receiving 
balanced information on the public policy eftects o f  dramatic 
increases in tobacco excise taxes. 

Tobacco has been for three centuries the economic and 
social bedrock of large regions in the states we represent. In 
colonial days, tobacco l ea f  literally served a s  currency. In 
today's more diversified economies, it is no less important t o  
millions o f  people. 

In 1985, Chase Econometrics conducted a study of We 
economic impact of the tobacco industry in the U.S.  economy. 
Price Waterhouse updated the study in 1986. We believe the 
findings of these studies remain valia today since the industry 
is mature and has remained stable since 1986. 

Price Waterhouse found cote sector employment was 422,462 
jobs, supplier sector employment was 278,421 jobs, and 
expanditure-induced effects sector employment was 1,647,063 
jobs, for a'total of over 2.3 million jobs. Total  payroll in 
1986 dollars was over $51.9 billion. 



In 1986, QNP was 5 4 . 2  trillion. Tobacco core and suppliar 
induced impact on CNP wao $37.3 billion and tobacco 
expenditure-induced impact was $59.9 billion. ~hus, tobacco 
accounted for about 2.3k of GNP. 

We recite theso numbere to make clear that tobacco excisa 
tax policy is not limited to hoalth and revenue issues as recent 
cammonts suggaat. Rather, significant changes in tobacco sxeiae 
taxes  will havo significant macr~-e~onomic effects, TO ignore 
this would be to imperil tho eeonomic goals of the'etimulus and , 

deficit packages. 

The macro-economic numbere are eepeeially meaningful to us 
because tho people of our states are the people behind tha 
numbars. The eaonomic and social structure of large portions of 
our states consists of tobraoo quota-holders, farmara, equipment 
daalers and servicers, farm suppliers, bankers, vareheuaora, 
graders, plant workers, and many others. A drastic curtaf lment 
of the tobacco induetry weuld mean that many communities would 
literally dl@. 

Tobacco growing remains one of the lart bastions el the 
family f a n .  Tho quota holdere are often older people who 
depend on ranting the quota for incame. Durn to the quota syatem 
and ather factors, the producers are small family eperations, 
not large business entities. The local economy in many areas 
has grown around and is Uepandent an this small operator system. 

We know that your hame-state is not a tobacco producing 
s ta te .  However, it is a ralrtivaly poor, rural state with some 
similarly dominant industries. YOU can therefato understand the 
dilemma wo face: an ardent desire for health-care reform and 
economic growth running head-on against policies which threaten 

. tha economic 'foundation supporting many of our people. 

whila we believe tobaaao and wary other industry should 
pay' fair shares, we will find it mast difficult to ruppart 
policiea that would render health care reform and ~CDnomiC 
recovery meaningless for many oc our people. 

We look forward to working with you on a payment plan for 
health care reform that males reform and recoy*ry meaningful rOr 
all. Please let us know how we can be of assrstanoe. 



Sincerely, 





L.F. Payne 

Hartin Lancaater 

Sanford Bishop, Jr. 

Tim Valentine 

Steve Neal 

Nick Rahall 

Tom Barlow 

Norman Siaisky 

Butler C .  Derrick 

James E. Clyburn 

John Spratt 

David Price 

Pete Peterson 

Bill Hefner 

Charlie Rosa 

Scotty Baeslar 

Lealie Byrne 

Bob Clement 

Bart Gordon 

Eva M. Clayton 

Rick Boucher 

William H. Natcher 



Bobby Scott 

Carrie Meek 

Owen Pickett 
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-, , ,-- CONG. LANCASTER Boor,,ooa 

THE WHITE HOUSE 

WASHINOTON 

~ p r i l  12, 1893 

Daar Hartin: 

Thank. you for your latter sxpreneinq 
opposition to inareasea in the fedmral excism tax 
on tobaaac, products. I appraaiatm haarinq yau' 
views. 

Tobaoco and the tobaoco induetry play an 
important rolm i n  M e  economy OF aany etatae in the 
goutheaat. T will take t h r ~ e  aoncrrns lnfo account 
as part of any review of tobaaoo excise taxes. 

with h a t  vlah*s, 

Tho Honorable H. Hartin h n ~ a s t a r  
Hause of Rapres*ntativrli 
Washingtan, DvC* 20515 



]ma 8. Hunt, Ir. 
Q-,. 

r* ' 

-- J , . "  
, .  . f  .# . / .k7 State of North Camlina 

Otfice of the Governor 

~ l - x m ~ ~ r r  C ~ ~ U U X J  xm0h.1 PSW 

Dam A p r i l  23, 1993. Phocrr. (919) 7334612 
OOV. IMTr WUTXB PRL8EDLIIT TO PROTLlT TOMCCO T m  

RALEIGH-- Om. Jim Hunt tQd6y sent a Lattar to Pranidant SSlI Clinton i n  
op~oaition to 11 a2 pet paak aigsrstta tur. 

nun?, who 1s from rural Wilman County -- the horn of  th. rorld~a larg..t 
zob.cco rutket -- ~ n t  tho  6 - p q 8  handwritten lettor to Clinton fadry. nunt 
telophon.6 the Prmmiduxt &out tlm tobw&o tar Thurrdry. 

Hunt told tha muidurt m r  a ra r w tu would hurt NO- c r r c ~ u ~ a  
eccmany, mad w u l d  aaat th. atat .  r 8,000 jsbr. 

/ 
*I u working my hmd off t o  provide mon jab# tor our -la 09 Nartn 
~srallnr," Hunt mto, '~ut  so^ 01 trU praparrar t o  Lncroara Mbrwo faxes 
wuld d w ~ t a t m  urn in m s z h  Caxulin$: 

Hunt raid h. bnd Mrr. Hunf had haad fmrp donmr of wrrird tob.aao 
f u L i e r  in wilron County. 

'I cm only do.atib. th. tractidn at my neighbor8 in Wilm Cuunty MP 
N ~ U  -1I aamrnrn North C M l i M  u on o t  'shock, ' Hunt wmta i n  t W  
1rtt.t. " W n y  arm d i m u g h t .  They f-l UI w i n g  doom. Our phPY at 
hcm on fh. farm ring# a11 th tim.a 

nunt *aid h aupportrd tb Irruidant'l e i i o r t l  to Ciad manmy Cer I ptaporsd 
r u t b n d  hula pLur, but e-rntad a tdracdd fa m u  not tho -6 w . y  of 
a ~ l i r h l n g  that. 

.A ssdioai - i n  tobeau tumm wuld a r l y  k pi t tuua in th 
ovmraL1 a o n  o i  ihmmhg r national h u l t h  p&m, but it would nrh w i n  
NGrth CcrnLkPIa ::A ;-=at* L? .-,tk ktt:;. Y t  s*;ed E11.?%?z t o  "pioaa P i m  
el1 Amriaanm wntribum their fair &tar'. to .uppart it." -- -- -.. . -. -- - - 

I 

I"' 
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ALABAMA STATE SENATE 
, . ALABAMA STATE HOUSE 

I MONTGOMERY, ALABAMA 361 30-4800 , . 
. . j,.. " . .  : 

Apri l  23, 1993 CPIYII~LLI' C~Y~YYU IUIL..T~~O* 
UIYIIOI)RNaLwJm - lR-Wm b mum, 

The Honorable Howell iieflin 
United States Senate 
720 Hart Senate OCflce Building 
Washington, D.C. 20510 

Dear sendcar Hetlln: 

As Chairman of the Senatr Finance and Taxation. Committee, Z 
am concerned with e.patto that 1 read about a $2.00 tax on 
cigarettes at tne federal level. For your benefit. 1 on 
enelating a fact shoot which ahova the net collections an 
cigarette tax in the sta te  o t  Alabama fro* 1903 to present. You 
will note that we are two million dollar6 leas than we were 10 
years ago although thee* has been a slight increare in tha l e v y  
mince that time. 

1 an alee enclosing a fact sheet which shows the distriburlon 
of c i  arecte taw revonuem in ALabrme. It is eatiauted that if 
the s'l.00 levy ia  put on w. could see up to a 405 reduction in 
the amount of tarrr tho Statr of Alabuu would racaiva which 
would oauae a number or bond ia8u.m to be in default 81 well as 
to oeriaualy impair the General Fund and the Spacial Education 
Frurt Fund budqats of  this atate. 

I urqr you to keap any tax on cigaretcer. if indeed any is 
needed, to a mininun. The state of AlSbdna cannot afford any 
further drcreaaa ia its t a r  rcvonue. 

Thank you for your attention to this matter. I am our* a8 
y o u  delfkratr this lrsua you will kbbp the bast Lntbreaca of our 
great atete i n  rind. 

Sincerely, 

Fred Horn 
state senator 



ALABAMA STATE SENATE 
ALABAMA STATE HOUSE 

MONTOOMERY, AUBAMA 361 30.4800 

The Bonorablo Richard Shelby 
United States senate  
313 Bart Sen4te O l t i c e  Building 
Washington, D.C. 20510 

Dear Senrcoc Shelby: 

A# Chairman a t  t h e  Sonato Finance and Taxation C o m i t t o r ,  I 
am concerned wi th  repor ts  tiut 1 rob4 about a $2.00 tax on 
c i g a r e t t r a  a t  t h e  federa l  lovr l .  Par your benof i t ,  z aa 
anclorLng a f a c t  sho r t  which ahova the  not collcctlons on 
c i g a r e t t e  t ax  In tho  S t a t e  o t  Alabma from 1983 t o  present .  You 
will note t h a t  we arm two mil l ion d o l l a r s  ldrr than we wmre 10 
years ago although t n r r r  ha8 burn r r l i q h t  Lncteara i n  t h e  l evy  
s i n c e  t h a t  C l m .  

I am also enclooing r f a c t  aher t  which show# t h r  d i s t r i b u t i o n  
oL c i g a r e t t e  t ax  rovmurr  i n  A l m b M I .  I t  i a  estLmrtcd t h a t  it 
tho  $2.00 lovy i a  pu t  on wm could a r e  up t o  a 4 O t  reduction i n  
t h e  amount of tax00 tho Stat. of Alabama Wuld receive  which 
would cauaa l nuabor oC bond I a a w s  t o  be i n  d e t a u l t  AS woll a s  
to arrioua2y i n p r i r  the CanerrL Fund and the S w i r l  Education 
Truat  Fund budgat* of t h i 8  rtate. 

I urge you t o  keep any tax  on c i g a r 8 t t e 8 ~  i f  indeed any is 
neoded, to a ainir~us. Tho stat. of AlrbAma cannot aifocd any 
fu r t he r  deoreaao in  i t# t a x  revenue. 

m o n r  you for your a t t an t i on  t o  t h i8  matter. 1 am s u r e  an 
you d r l i h r r t m  t h i s  i a r u r  you will keop th8 bust i n t o r r a t s  af our 
g roa t  a t a t o  i n  mind. 

Fred Horn 
S t a t e  Sonator 



, ,. 
ALABAMA STATE SENATE 

(I (I 
ALABAMA STATE HOUSE 

. 1 MONTGOMERY, ALABAMA 36130-4000 

- 
FRED IQW 

April 23, 1993 

The HOnOC&ble Earl F. Hillired 
U. 6. House of Roprrsont&tiurr 
1007 Longworth House Officr Building 
Washington, D.C. 20510 

Dear Congrearman Billiard: 

Ae Chairman of tho Sonata Finance and Fa%ation Comittso, I 
am codcrrned with roportr that I road about 4 $1.00 tax on 
cigarattes st the frdoral lovrl. For your benrfit, I m 
anclosing a fact short which shaua tho net collections on 
cigarettr tax in tho Statr of Alabrmi from 1983 to present. You 
w i l l  not. that we are two million dollarr leas than we wore 10 
years ago although khrrr ha8 bean a alight incraaas in tho levy 
since that tin.. 

1 u alao enalaning a fact ohort which rhowr tho distribution 
of ciqarrttr tax rrvenuoa in Alabama. Et in ertimatod that it 
tho $3 .30  levy is put oa we could are up to a 40\ raduction in 
tnr mount of taura tne Btrtr ef Alabama would receive which 
would caurr a nualwr of bond isnura to be in default ar wall aa 
to  seriously impair tho Grnrcal Fund and the Speoial Education 
Trust fund budgrtr of this #tat@. 

I urpo you to krrp my tax on oigarcttea, if indemd any is 
newird, to r minimum. Zhr rtatr of A l r b u u  cannot atford any 
furyhrr drcrrare in it8 tar revanur. 

Thank you fot your attontion to thla matter. I am aura aa 
you dailbrrarr thlr irrur you will kerp the brat intrrrsts ot our 
prrat stat8 In m i n d .  



* nrnnon w n a m :  
Sections 40-25-1 through 40-21-47 Code of Alabma, 1975, as mndad. 

TAX BASE: 

Ptlvi leqm and use tax on the sale. Storage. or  d l s t r i bu t fon  o f  ctgrrctter 

by rrholesalmrs and m t a l l e r s ,  and use by consumers. Tan I s  paid a t  

wholesale lave1 by a f f l x l n g  Stups. (See also UTob~cco tax.') , 
. . 

TAX RATE: 

8.25 n l l l s  per cigarette ($0.165 per pack of 29 cigarettms). 

In fo ra r t i on  regarding l o c l l  l a v l l s  f0l lows LEGlSLATIUE HISTORY.' 

COUCTlONS:  

By the State Department o f  Rwenlrt On 1 monthly basis. Prlv l lage (stamp) . 
tax i s  col lected on the 20th and Use Tax I s  collectad on the 10th. 

Fisca l  Year X Change 

1991-92 ( w ( 0 .  

1990-91 M ( 1  4 4  

1989-90 67. W6.889.27 (1.01) 

1988-89 68,3Oa,977.Sl (2.66) 

1987-88 70.101,903.98 .39 

198647 68.892a345.54 (1.03) 

1985-06 70,619,653*27 1.45 

19E4-85 69.610,981.74 2.14 

1983-84 68.15g.266.52 2.62 

Source: " ~ c e i p i s  by Revme Objmctm RtDOrt  - C ~ n p t m l l e r ' s  Off  ice. 



.. STATE OF ALABAMA 
STA'IEMEKT OF REVENUES BY PRINCPAL SOURCES AND D I S ~ R L B L ~ ~ O N S  OF %VENUES 

Govemmenlal Fund Types ad Exp-bls Trust Fuob I 
TAYLI 

GrmlSlhrDx 
C . m l  Urn Tax 
In- TIU 
h p l y  Tax Mid 
Gaul Pmprty hi 
c w n m  
U I W  Tax 
h m  P m u m  Tu 
~ * W f m T a x  
Tob~cw &Qmna T a m  
C u p a h o n  hm 
S l l k  lm ra. 
mYr uuilul 
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T a n r w  Va'Js Auihrrlg 
T * b p h w k m p a l a  
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CM Gni B x n  
thwdmm Warn 
M w p r u T a u  
rnTALTAXm 

LICENW,mTS ANU SCU 
m a u a  m m n  
R k n L l c s m & &  
M- G r m W  Ll-1 
hbd.umi%duarImpaliemPm 
ne*unurl U o l C  PPnb Pel 
~ Q b m p r l U a r ,  
*vmwLlaa 
m*- 
&utPm 
AloDYlc lmnpUm 
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:04U1 COkNCCTlCUT AVENUE. ASNLiNGYON, M A R I I A N O  10196.3961 
TELEPUOHC tM1) B J I - W O O  FAX ,301 P 4 8 . P I I I  

Conqresaaan Neil Abercroiubib 
1440 Longworth HOB 
Washington, DC 20515-:LO1 

On bmhalf of the 125.C00 me'&t$ of the Bakery, Confbctiannry and 
Tobacco Workers Zntbrnaciunal Union, I am vritinq to expresr our 
strong eppcsifion ro ~royosals whic;l vould incrmaso the federal 
rxcisa tax un tobacco to pay tor health cars refon. our reasons 
for opposinq such taxes are thrrotold: 1) the rcanonic inpact on 
the tobacco manufacturing stater vould be dwastatinqt 2 ronacco 
excise taxes arr inherently ilcfair to working people; and 3) 
excise taxes are an unstable sourca of revenue t o  pay t o r  
nacional health care rsform. 

The imposition of r so-callad wnwstrr* tax.an cigarettes could 
cost our nacron over 750,000 jobs. A t  a +ima when our economy ia  
rtruqgliny out of a recession, ths lastmi5g ve need to d¶ i n  to 
threaten a multi-aillicn 3oilar industry that has crmacsd 
P~undcods o t  tnousands or hlgn-paying, union jobs for Americans. 
0CLT stranqly suppcrrs P?Rsld@nt. Clinton's economic stimulue 
pa~kag+. because i z  is what ?he ~ c e r . o z ~ y  needs right now. But ths 
effect of che package could be rasl;y undona by large  incrbares 
i n  tobacco taxes. 

As cauntles# studies by qrcupn sue. as Cttlrenn for Tax Justice 
have shown. excis+. taxes arm ,mtair ta 'IOU-incomb and working 
Nuerlcanm. Accordir.p to a recenc analysis prepared by CZJ, 
a 5 3 5  btllL?n increase in the federa1 excisa tax on tobacco would 
turn a .It decrease in tawma t o r  fhb very poor as a result of tha 
Clinton nconomrc proqram into a 3 . Z t  increase. Even a doubling 
a t  the currant 24 crne9 a pack tax vould eignifiaantly xderaina 
the progressivity of c~ ?rosidbnt*r plm. 

Racently, tka Economic ~olicy Institut8 roloasbd an analyais o f  
tke disrributlonal inpacr or health caze spending in thb U.B. Et 



found that; law-rr.come Ar.arlcans spend WrCe as much a s n a r e  of 
Lacome on h e a l t h  c a r e  than 20 dealthy Anarlcans. aaxlnq t 3 e  
z 'x renr  sictern n ignly  r o g r o s ~ ~ ~ v e .  Tharefcrb,  Pais lag  cxe-setax*g 
t? f inance  health  c a r e  r a f 3 ~ 3  w 1 1 1  add t o  an a l rb rdy  hbghly 
J n f a ~ r  pa>uent syocam. 

Health care r e f a m  is i n  the Ir.teresrs of a l l  nmsricans. 
Hovaver, rt 1s t h a  provldera of heal-A c a r e  *.at have been 
l a r q e l y  responsible  for t h e  s~yrc=kat:ng coots o f  medlcal 
s e r r i c e s .  Trur h e a l t h  c a r e  refam nurt  begin v i t h  s t r o n q ,  
e f fec t : '~e  c a s t  Controls  on kaalth care provrders be fore  any new 
=axes a r e  c a n s ~ d e r e a  on c o n s w e r r .  

? i n a l l y ,  should new revenaeo zo n r e i s s a r y  f c r  h e a l t h  c a r e  r a f o r a ,  
:tiear t axas  should be t road basad and grsarass ive .  Only i n  t h i s  
nar.ntr can s o  ~c c = r r a i n  ','.at :ha nev prsqram w l l l  enjoy t h e  
rubport  of  h e r i s a n  taxpayers.  This view ha8 been s t rong ly  
SupFJrCad Ly t3e XFL-CIO and -as qxpAicitly s t a t e d  I n  a 5990 
statement by  the AFL-CIO Exeaucrvo Cauns i l .  The a:atement a l s o  
6xp:essca tha Fedezation's oppbsicran cs r x c ~ s e  taxes ;n 
; i g a r e c t e r ,  beer and wine. 

I hose you w i l l  cons rd l r  = t e  virus of o u r  m n b e r r  and the 
tkousands of tabacco ir.dustry workezr as rho i lealtS care refom 
Troqram noves *.rough Conpresa. 

Frank nure 
laternationa1 ?res tden t  




