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EXEQHTIVE COMMITTEE MEETING ON THE TOBACCO EXCISE TAX ;
WEDNESDAY, JULY 30,-1986 <:a€3f

U.S. Senate . G/A‘(?é
Committee on Finance _ T
Washington, D;C.

The committee met, pursuant to notice, at 9:23 a.m. in
Room SD-215, Dirksen Senate Office Bﬁildiﬁg, £he Hoanabte
Bob Packwood (chairman) presiding. ;

Present: Senators Packyood, Dote, Roth, Danforth,
Chafee, Heinz, Wallqp, Durenberger, Armstrong, Symms,
Grassley, Long, Bentsen, Matsunaga, Moynﬁhan, Baucus,
Bradley, MitchéLL, and Prybr.

Also present: Bitt\ﬂiefendekfer, Chief os Staff; John
Colvin, Chief Counsel; and Suéan Taylor, Administrative

Director.
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The Chairman. While we are waiting for the remainder of

3

the mem@er; t§ show up, there has been a request to bring up
the issue of our passage of the cigarette tax and we can‘
report up until noon today to the Budget C;mmittee'to undo
it, and insteéd'to adopt a variety of other taxes totaLLy’An
lieu of thevcfgarette tax. .

And those proposals -are that we would have a 4 percent
telephone exéise tax for one year and then 2.5 percent for
two years éfter that} gasolene excise tax imposed on
refinders'and'importgrs rather than wholesalers, which is a
provision we initiatly.put in our offer to éhe House in
conference; éhét state and Llocal Qovernment payroll taxes
would be put on the private empLoyer.scheduLe. This is a
provision that the House has in\fheir reconhciliation package;
and that beer, wine and tobacco excise'ﬁax deposits be
acceLeratgd so that, they ére paid on a'14-day basis.

And while we are waifing for the one or two members who
are not here, I would Llike to open‘that for discussion and

B : . IS ’
see what the members think.

Sengtor Bentsen. Do we have a copy of that?

The Chairman. Yes.. Bob?

Senator Dole. Can I just say a word on this, because I
am the one that initiated this? And I regret that I was not

here the other day and maybe it will not make any difference

in any event. But there is nothing in the House bill about
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s
a great inqrease in the tob;cco tax. We doubled it last
year. We got a lot of hgat-from all of our goverﬁors,
whether they are democrats or republicans. We got a Lot of
heat from theJWhite House because the President made a deal
with some of the governors that he would not go along with
doubling the tax. !

Now here.we turn right'around again and hit them for
8 cents more. And it just seems to me that we can find

anothér-way.to do it.

I know there is concern about the telephone tax, which

not ‘too many years ago was 10 percent; not it is down to

3 percent. ALl we do in this package is to make it 4 percent

4

for one 'year and then back to 2.5 percent for the next two

years, which is still an average of 3 percent.

~

The other changes are bookkeeping and accounting changes.

'

And I would hope we would avoid this same problem with our

governors. The President has. found out that he is willing

\

~to oppose any increase in cigarette taxes, plus there are

some members on both sides 1 hust say--about an gqual number
onleach side--who consider this to be a farm problem. And
right now the South is on its knees where the tobacco is
being grown, and we turn around and kick them aga%n with an
8 cent tax increase. I would hope that we would reconsider

this.

The Chairman. I might say there is one advantage to the
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teLephoné tax err the cigarette tax. The teLephone.tax‘at
least faLLé reasonably equalty'on'bJsiness and individuaLs;
The cigarette tax is éil'pn individuals.

Senator DoLé. I think I waé toLd‘about 70 percent on
bu§iness. |

/

The Chainman; 'Discqssion?

Senator Durenﬁerger. Mr. Chairman.

Senator Chafee. Mr. Chaifman,

The Chairman. Dave Durenberger and then John Chafee.

Senétor.Durenberger. May'I.raise a.qdestion about. our
past consideration:of the,acceterafioﬁ‘éf.the payroll ta;_
deposited by étate'a;d Local‘gbverhﬁggtg? .It seems to me we
visited thaf beforg; I cannot remember how we resolved it.
f know they do not like it.

The Cﬁqirman. Who is "they"?

: N
Senator Durenberger. The state and local governments,

pérticularty the smalLér ones, the smaller Llocal

governments.

The Chairman. Oh.

Senator(Durenberger.. But it seem; to me we have ~
considered it before.

Thé Chairmaa. We have considered it. My Hunch is we are
going to consider it more seriously for twb reasons: one,
the confereees did pUt.%t in £heir offer to the House; two,
the Héuse has got it ndw in its reconciliation package.' So I
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think it is going to be very seriously qqnsidered.
Sengtor Chafee. ﬁr. Chairman?
The Chajrman. John, and then Jack.
Senator Chafee. There was some discussion mentioned a

minute ago about the telephone tax falls on business, so that

is great. I am not 'so sure it is great. I just came from

breakfast wheré the, issue theré is our competitivé siﬁuation
in everythiné we can do tO'reLieve‘industry gf taxes %s
helpful in producing jobs for the nation. ‘
SecondLy; if we are proceeding on that basis; the
cigarette tax falls solely on those‘who smoke cigarettes.
And if sbmebody pﬁoosés to smoke'cfgaréttés then théy pay.
Now as a percentage of the product, cigarette taxes have
not kept pace -- federal cigarette taxes Have not.kept pace
with the increased price of the product: over thé years.
The‘Chairman. Let me interrupt'yOU'é minute.
Is David Boren coming today? " All right. I want tp'get

the picture taken when everybody is here. But he is not here

yet, so go ahead.

Senator Chafee. And, finally, a mention about the
weather in the South. I have not heard--I think I would

have-~from any sections to the South that have been -- where .

the drought is in theiSouth is not where the tobacco is grown,

to the best of my knowledge.

Senator Dole. It certainly is. ~
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I was in a tpbacco field three weeks ago in North
CaroLiﬁa. There ishzt‘any tobacco left.

Senator Chafee. Now, finally, Mr. Chairmaﬁ, it seems to
me that the correlation between cigarette smoking and
increa;ed health cosf to the nation ére dinect{ There is no
question about it. ~And I think those who smoke should help
pay for the bills that.they are going to cause the nation to
incur. Therefére,ﬁl-hope that we sti?k by our position..

The Chairman. Jack Danforth.

Senator Danforth.. Mr. Chairman, the final item on this
list is the béer, wine and tobacco exciseltax deposits on an
acceLérated bas%s. It is my understénding that this apPLies
only to a domestic beer~and not to imported beer, and also
that it includes diétiLLed spirits. And I was wOnderiﬁg that
if you are gqing to do it, why exclude impofted beer and yﬁy
include distilled sbirits? | |

The Chairman.ﬁ Bob Dole says put them in.

Senator Déle. It would be gnofher hundred mitLion.

The Cha%rmah. Anybody on ‘the democratic side?

“(No response)

The Chairman. Steve.

Senator Symms. Mr. Chairman, I just want to inquiré
about the Majority Leader'g information that the President
is willing to oppose any increase in cigarette taxes if, in

his opinion, there is no .agreement. I thought the leaders
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would need the cigarette taxes in the states.

Senator Dole. That was the agreement, but the
President could ngt keep that agreeméntAbecause we kept the
16 cent tax. Now they are back at it again.

Senator Symms. Isn't that wHat you are suggesting,
that you neé@~this tax?"

Senatog Dole. We are go;ng to raise it'gnyway. Now
we have doubled itf Anq the states héve said, well, you
have taken fhe éburge\of revénue. .It géts back to the same
guestion Dave Du}enberger mentioned where the new

. o , . )
federalism and-all this stuff were going to reserve this

package to the>state;. I think that is the argumenf. ‘\-

The Chairﬁan. Further discussion.

Senator Symms. ,Could somebody'exptain fo me why thé‘
payments are to be accelerated on beer, w;ne andvtobacco
taxes?

,

The Chairman. They now pay it, John, who knows. - They
now pay it\every 28vdays? /

Mr. CoLvin. Yes, sir.

Senator Matsunaga. How much of that accelerated deposit
would be paid by tobécco?

ﬁenator'DoLQ. One hundfed mitlion.

The Chaigman. A hundred million to 200 million.

Senator Dole. That is what I was told yesterday.

The Chairman. Further discussion.
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Senator Bentsen. ‘Mr.,Chairman, I think wé went ovér the
subject pretty weLL when we made our decisjon‘before, and,
frankly, I do not-see what has changed. I think we casted‘the
last-vote. And I think in this kind éf a situation you are
talkiﬁg abou;rthe health issue as well as the tax issue:. A;d
I want to continue to supbort Senator Chafeé'slpnOposaL.

The Chairman. furtherkdiscussioﬁ.

- (No response)

The Chairman. *In terms of pro§¢dures,<this is
Légitiméte. SomeSody.asked about the caLLing pf the
committee. Any time'that'we‘send out a bill and'11:h%hbers
want to amend it\on the-fLoor; am;nd'it before it comes up,
we can do it. But what we are doing is legitimateiifwwecdo
it. And we are reporting.to the Budget Committee in
addition.

Further discussion?

(No response)

The Chairman. Well then Lef me put it_td a vote of the
committee.

You see the Dole substitute in front of you; very clear

what it is and what we are eliminating. And I think we will

-

have the Clerk call the role.
The Clerk. Mr. Dole?
Senator Dole. Aye. ‘ .

The Clerk. Mr. Roth?
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Senator Roth. Aye.

“The Clerk. Mr. Danforth?

Senatof Danforth. No.

The Clerk. Mr. Chafee?
Senator Chafee. No.

The Clerk. Mr. Heinz?
Senator Heinz. Aye.

The Clerk. Mr. Wallop?
Senator WaLHOp. Aye.

The Clerk. Mr. Durenbefger?
Sengtor burenberger. Aye{

The Clerk. Mr. Armstrong?

.Senator Armstrong. No.

The Clerk. Mr. Symms?
Senator Symms. Aye.

The CLefk. Mr. Grassley?
Senator Grasstgy. Aye.
The Clerk. Mr. Long? | ¢
Senator Long. No.

The Clerk., Mr. Benfsen?
Senator Bentsen. No.

The Clerk.  Mr. Matsunaga?
Senator Matsunaga. Aye.
The Clerk. Mr. Moynihan?

Senator Moynihan. No.

5
3
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The Clerk. Mr. Baucus? /

Senator Baucus. No.

The Clerk.- Mr. Boren?
(No response)

The Clerk. Mr. Bradley?
Senator Bradley. No.
"The Clerk. Mr. Mitchell?
Senator Mitchell. No.
The Clerk. Mr. Pryor?
Sen?tor,Pryor. No.

%he Clerk. Mr. Chairman?

The Chairman. Aye.

Senator Long. Mr. Chairﬁan,-l inadvertently said no. I

meant to say aye.

4

The Chairman. You meant to say --
Senator Long. Ayé.
The Chairman. Senator Lohg votes aye.

bl 5
. -

Senator Long. 'Senator Boren wants to be recorded no. I

would cast his proxy no. Boren, no; Long, aye.
The Clerk. Ten yeas;. 10 nays.
The Chairman. Ten yeas; 10 nays.
Read off the List so we are sure we have got everybody
right. AFor gomé reason, I have quf track in the switch.
The Clerk. Yeas, Mr. Dole, Mr. Roth, Mr. Heinz,

Mr. Wallop, Mr. Durenberger, Mr. Symms, Mr. Grassley,
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Mr.

Mr.

wWas

11
Long, Mr. Matsunaga, and Mr. Qhairman. | i
No, Mr. Danforth, ME. Chafee, Mr. Armstrong,
Bentsen, Mr. Moynihan, Mr. Baugus, Mr. Boren, by proxy,
Bradley; Mr. Mitchell, and Mr. Pryor.

The Chairman. 10-10. It Lloses.

N\

(Whereupon, at 9:46 a.m., the executive committee meeting

conc luded.)
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My Commission expires ‘April 14, 1989.

12
- CERTIVFI C.A T E
This is to certify that the foregoing proceedings of an
Executi;e Committee Meeting, in re: The Tobacco Excise Tax,.
of the United States Senate Finance Committee, held on

Wednesday, July 30, 1986, were transcribed as herein appears

and that this is the original transcript thereof.

’
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Official Courts
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