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c k= Mr~ s/Jnator Kennedy: . 
December 30, 1984 

In full respect of your brother Jack who helped me in my professional social work in 
Massach'.uchusetts and on the federal scene, I wish to thnk you for your letter belo,v. 

Ho,vever, I cannot accept the details for they are not the Gospel ':l'ruth. If I were to say 
that the entire Imnigration problem might have been solved if you hac1 cooperated with me 
in 1977, I would be hitting the nail on the head 100%. On 3 occasions, I pleaded, 
begged and even demanded that you head up a National Survey to determine ho,v many over­
stayed imnigrants there were in our country - FOR 'THE NOMBEPS ARE 'IBE KEY TO SOLVING 
this Human Riqhts problem. You ignored me even though your Administrative Aide concurred. 
Your excuse was that you hac'l. to clear with the ,Tustice Dept. (Mr Perkins - ?) and that 
never came. men though I had the proof from my Survey which Senator De Concini endorsed, 
(LESS THAN 500,000 - not 12,000,000), you violated your Public Trust. 

I have asked to see you several times and to no avail. Your Brother Jack and I met 
personally about 25 times and he even passed a $50,000,000 Youth Bill when he became 
President Unfor'::unately, your Brother Bob spent it all political-unwise. C' est la vie!) . 

You were on the U.S. Senate Select Canmittee i~980 or so and you looked the other way 
when Big Bill Eastland pulled his dastardly sh anigan. You still have a chance to change 
the past. There is still time and if Reagan re uses like Carter did to make a Survey, 
you can ask for it. It won't take up much of your time - and you will be kno,vn as Mr.TRUE! 

IN 'IHE NAME OF 'IHE AI.MIGITY, F.P.A. (212) 927 4587 

Mr. Fred P. Ames 
812 West 18 1 st Street WASH I NGTON . D .C . 20510 

Ne~ York, New York 10033 

Dear Mr. Ames: 
December 17, 1984 

Thank you for your letter concerning the Immigration Reform 
and Control Act, also known as the Simpson-Mazzoli bill. 

In the final days of the 98th Congress, House-Senate 
Conferees worked to reach agreement on disputed provisions in the 
Act. However, conferees proved unable to reach agreement on 
several key provisions, including federal funding for social 
services extended to millions of illegal aliens who would be 
granted amnesty under the proposed legislation. 

I voted against the Senate version of the Act because I felt 
it strayed too far from the goals of immigration reform which I 
support, and represented immigration restriction instead. I 
offered several amendments to change the Act, but they were not 
adopted. 

There were three provisions in the Senate bill which I found 
most unfortunate. The first included restrictions on fami~y 
reunification. In the process of controlling the flow of illegal 
migrants into our country, the bill arbitrarily penalized legal 
immigration. For the first time, immediate relatives of United 
States citizens would have been placed under a rigid ceiling, and 
second and fifth preferences would have been restricted. 

Second, I objected to the early cut-off date for the 
legalization program contained in the bill. By failing to 
establish a reasonable and timely cut-off date, the program 
failed to legalize that subclass of illegal aliens who have 
continued to be exploited in our society. 

Finally, I was concerned that serious discrimination against 
aliens ~ould result from employer sanction provisions and that 
employers would be faced with an unnecessary burden of paperwork. 
Amendments I offered to provide some relief for employers were 
rejected. 

These: were my ' princip.- !l! reservations abcu-t t:he bill, and I 
am glad to be able to share them with you. In the future, I feel 

the Congress has a responsibility to do a better and fairer job 
if immigration reform is to be worthy of the name. 

Thank you again for writing with regard to this important 
subject. 

Sincerely, 
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In . the final days of the 98th Congress, House-Senate 
Conferees worked to reach agreement on disputed provisions in the 
Act. However, conferees proved unable to reach agreement on 
several key provisions, including federal funding for social 
services extended to millions of illegal aliens who would be 
granted amnesty under the proposed legislation. 

I voted against the Senate version of the Act because I felt 
it strayed too far from the goals of immigration reform which I 
support, and represented immigration restriction instead. I 
offered several amendments to change the Act, but they were not 
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There were three provisions in the Senate bill which I found 
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second and fifth preferences would have been restricted. 
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employers would be faced with an unnecessary burden of paperwork. 
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December 30, 1984 

In full respect of your brother Jack who helped me in my professional social work in 
Massachuchusetts and on the federal scene, I wish to thnk you for your letter belON. 

HONever, I cannot accept the details for they are not the C':0spel ':l:'ruth. If I were to say 
that the entire Imnigration problem might have been solved if you hac'l. cooperated with me 
in 1977, I would be hitting the nail on the head 100%. On 3 occasions, I pleaded, 
begged and even demanded that you head up a National Survey to determine hc:M many over­
stayed imnigrants there were in our country - FOR 'IRE NUMBERS ARE THE KEY TO SOLVING 
this Human Riqhts problem. You ignored me even though your Administrative Aide concurred. 
Your excuse was that you hao to clear with the Justice Dept. (Mr Perkins - ?) and that 
never came. Even though I had the proof from my Survey which Senator De Concini endorsed , 
(IESS THAN 500,000 - not 12,000,000) , you violated your Public Trust. 

I have asked to see you several times and to no avail. Your Brother Jack and I met 
personally about 25 times and he even passed a $50,000,000 Youth Bill when he became 
President Unfor~unately, your Brother Bob spent it all political-unwise. C'est la vie!). 

You were on the U.S. Senate Select Camtl.ttee in .. ~980 or so and you looked the other way 
when Big Bill Eastland pulled his dastardly shJiinigan. You still have a chance to change 
the past. There is still time and if Reagan refuses li~e Carter. did to make a Survey , 
you can ask for it. It won't take up nn.lch of your time - and you will be knc:Mn as Mr. TRUE! 

IN THE NAME OF THE AIMIGH'IY, F.P.A. (212) 927 4587 

Mr. Fred P. Ames 
812 West 18 1 st Street WASHINGTON . D .C . 2 0510 

Ne~ York, New York 10033 

Dear Mr. Ames: 
December 17, 1984 

Thank you for your letter concerning the Immigration Reform 
and Contrci Act, also known as the Simpson-Mazzoii bill. 

In the final days of the 98th Congress, House-Senate 
Conferees worked to reach agreement on disputed provisions in the 
Act. However, conferees proved unable to reach agreement on 
several key provisions, including federal funding for social 
services extended to millions of illegal aliens who would be 
granted amnesty under the proposed legislation. 

I voted against the Senate version of the Act because I felt 
it strayed too far from the goals of immigration reform which I 
support, and represented immigration restriction instead. I 
offered several amendments to change the Act, but they were not 
adopted. 

There were three provisions in the Senate bill which I found 
most unfortunate. The first included restrictions on fami~v 
reunification. In the process of controlling the flow of iilegal 
migrants into our country, the bill arbitrarily penalized legal 
immigration. For the first time, immediate relatives of United 
States citizens would have been placed under a rigid ceiling, and 
second and fifth preferences would have been restricted. 

Second, I objected to the early cut-off date for the 
legalization program contained in the bill. By failing to 
establish a reasonable and timely cut-off date, the program 
failed to legalize that subclass of illegal aliens who have 
continued to be exploited in our society. 

Finally, I was concerned that serious discrimination against 
aliens would result from employer sanction provisions and that 
employers would be faced with an unnecessary burden of paperwork. 
Amendments I offered to provide some relief for employers were 
rejected. 
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Thank you again for writing with regard tc this impo:tant 
subject. 

Sincerely, 
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December 30, 1984 

In full respect of your brother Jack who helped me in my professional social work in 
Massachuchusetts and on the federal scene, I wish to thnk you for your letter belcw. 

Hcwever, I cannot accept the details for they are not the Gospel 'l:'ruth. If I were to say 
that the entire Imnigration problem might have been solved if you hac'l cooperated with me 
in 1977, I would be hitting the nail on the head 100%. On 3 occasions, I pleaded, 
begged and even demanded that you head up a National Survey to determine hew many over­
stayed imnigrants there were in our country - FOR 'IRE NUMBERS ARE THE KEY TO SOLVING 
this Human Rights problem. You ignored me even though your Administrative Aide concurred. 
Your excuse was that you hao to clear with the ,Tustice Dept. (Mr Perkins - ?) and that 
never came. Bven though I had the proof from my Survey which Senator De Concini endorsed, 
(LESS THAN 500,000 - not 12,000,000), you violated your Public Trust. 

I have asked to see you several times and to no avail. Your Brother Jack and I met 
personally about 25 times and he even passed a $50,000,000 Youth Bill when he became 
President Unfor~unately, your Brother Bob spent it all political-unwise. C'est la vie!). 

You were on the U.S. Senate Select Ccrnmittee in 1980 or so and you looked the other way 
when Big Bill Eastland pulled his dastardly sh&igan. You still have a chance to change 
the past. There is still time and if Reagan refuses like Carter did to rrake a Survey, · 
you can ask for it. It won't take up much of your ti!ne - and you will be kncwn as Mr.TRUE! 

IN THE NAME OF 'IHE AIMICFI'Y I F.P.A. (212) 927 4587 

Mr. Fred P. Ames 
812 West 18'st Street WASHINGTON . D .C . 20510 

New York, New York 10033 
December 17, 1984 

Dear Mr. Ames: 

Thank you for your letter concerning the Immigration Reform 
and Contrcl Act~ also known as the Simpson-Mazzoli bill. 

In the final days of the 98th Congress, House-Senate 
Conferees worked to reach agreement on disputed provisions in the 
Act. However, conferees proved unable to reach agreement on 
several key provisions, including federal funding for social 
services extended to millions of illegal aliens who would be 
granted amnesty under the proposed legislation. 

I voted against the Senate version of the Act because I felt 
it strayed too far from the goals of immigration reform which I 
support, and represented immigration restriction instead. I 
offered several amendments to change the Act, but they were not 
adopted. 

There were three provisions in the Senate bill which I found 
most unfortunate. The first included restrictions on fami~v 
reunification. In the process of controlling the flow of iilegal 
migrants into our country, the bill arbitrarily penalized legal 
immigration. For the first time, immediate relatives of United 
States citizens would have been placed under a rigid ceiling, and 
second and fifth preferences would have been restricted. 

Second, I objected to the early cut-off date for the 
legalization program contained in the bill. By failing to 
establish a reasonable and timely cut-off date, the program 
failed to legalize that subclass of illegal aliens who have 
continued to be exploited in our society. 

Finally, I was concerned that serious discrimination against 
aliens ~ould result from employer sanction provisions and that 
employers would be faced with an unnecessary burden of paperwork. 
Amendments I offered to provide some relief for employers were 
rejected. 

T~ese were my principal reservations about the bill, and I 
am glad to be able to share them with you. In the future, I feel 

the congress has a responsibility to do a better and fairer job 
if immigration reform is to be worthy of the name. 

Thank you again for writing with regard to this important 
subject. 

Sincerely, 
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WHO? HOW? WHY? WHEN? 

WHAT ~~Dead end Alley'' 
• IS NEXT! 

~··························································· 
In 1965 America experienced what is called the Black Revolution. Slavery was to be "INS is biased, inept, unmanageable, corrupt and worll.mg with outmoded laws. This 

abolished and this advenely affected many emptoyers who had deliberately violated Human finding was in 1980 and since then, the much needed Immigration Bill has been unethically 
Rights for yean. and unwisely delayed. There has been no real progress to overcome the worst indictment of 

In 1968, a secret meeting was held in Washington D.C. between certain le&islaton and any U.S. agency operating at taxpayer's expenses. The result is that up to S00,000 immi-
various well-to-do employen. The theme of the meeting was "where do we get workers to 1rants have had to stay in hidin1 and suffer unbelievably so. They have been ripped off by 
replace the Blacks?" Prominent at the meetin& were Senator Bi& Bill Eastland of Mississippi vulturous attorneys, 1reedy landlords, Non- taxpayers, blackmailen and sex fiends." (All of 
Representatives of the Farm Labor Groups and even members from the AFL-CIO. A~ them are disreputable Americans.) In the 1982 House Hearin1s of the immi1ration bill, the 
agreement was reached whereby the Hispanics and West Indians would replace the 400 year Chairman, R. Mazzoli stated in the Con1ressional Record that House Leaden were block-
old slave market. So as to readily reach their 1oal, the Western Hemisphere quota of 170 000 ing passa1e of the bill. He did not name anyone. (Why?) It was obvious who he was referrin& 
was cutto 120,000. This was done in spite of the House of Representatives vote against ~me to as each legislator showed his hand in subsequent public statements. (O'Neill, Wri&ht, 
and the wishes of the U.S. Senate Select Committee under Richard Stammon who were also Rodino, Garcia and two Rules Committee Chairmen.) 

d to the nefarim•s nlan However in_tbe clocino.J 061 S.....Umu1£Cnnar""-JLC~• Then President Rea1an entered the Game of Deception - conspirln2 with Senator SimD-
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~··············································· 
ln.1965 Ame~ica experienced what is called the Black Revolution. Slavery was to be 

abolished and this adversely affected many employers who had deliberately violated Human 
Rights for years. 

In 1968, a secret meeting was held in Washington D.C. between certain legislators and 
various well-to-do employers. The theme of the meeting was "where do we get workers to 
replace the Blacks?" Prominent at the meeting were Senator Big Bill Eastland of Mississippi 
Representatives of the Farm Labor Groups and even members from the AFL-CIO. A~ 
agreement was reached whereby the Hispanics and West Indians would replace the 400 year 
old slave market. So as to readily reach their goal, the Western Hemisphere quota of 170,000 
was cut to 120,880. This wadoaeialpiteoftblt ........... Miiie 
and the wishes ofthe U.S. Senate Select Committee under Richard Stamm on who were also 
opposed to the nefarious plan. However, in the closing 1968 Session of Congress, a Consent 
Calendar Arrangement was smuggled through Congress - with hardly a handful oflegisla­
tors present. 

Prior to this, the Western Hemisphere quota was always shy of meeting its quota. 
However, like orohibition, the numbers involved became greater and 50 000 Mexicans and 
other Hispanics decided to come as usual. When many of them arrived 'on the farms, thev 

were told in no uncertain terms: "You are now illegal and if you want to work you will be paid 
only 50c per hour." This also meant that the employers would not have to pay the minimum 
!"age tax.es since they were violati!'g ~he law. Ironically, the migrants were labelled as being 
illegal ahens and were used as wh1ppmg boys. (They were also accused of taking jobs away 
from Americans.) 

Without realizing it, Canada became the breeding ground for those who wanted to come 
to the United States, but they (Canada) took a more positive step when they realized that 
those from the West Indies (Trinidad, Barbados, Grenada, Jamaica, Guyana and St Kitts) 
were valuable assets since they were good workers and were willing to do jobs that many 
Canadians frowned upon. 

A pre-registration Amnesty campaign was undertaken and the Canadian Parliament 
decided to give Blanket Amnesty to all those who were overstayed and working. Their 
guessestimate _wa~ one million plus - however, when_ they granted the Blanket Amnesty, they 
learned to their dtsmay that then were only 39,000. The cost of granting the Amnesty was 
minimal and they considered it a plus factor in the final analysis. (They still continue to grant 
Amnesty to those who come in after-1973 to the present day.) 

In 1974, the Concerned Citizens Crusade for Justice for Immigrants was undertaken after 
consulting with Consul Generals of both the United States and Canada. The power brokers 
of Washington, D.C. who had deliberately created the illegal -alien dilemma installed road 
block after road block in the path of the profesisonal Social Workers who initiated the 
reform. For ten solid years, political ploy after political ploy to prevent Amnesty was carried 
out by the special interest groups, their "sold out" legislators and eletist (?) media buddies. 

The unsuspecting American citizens were never informed of the Gospel truth. They we n 
fed ridiculous guessestimates of 12 million and even up to 25 million. Through five private 
surveys, the Concerned Citizens Campaign caused the guessestimates to dwindle down from 
25 mill~on to 12 million (Nixon's presidency), to 8 million (Ford) to six million (Carter) and 
from six to three, and down to two million (Reagan). The ironical ridiculousness of these 
figures is that the Immigration Dept. only deports 20,000 per year. (This will only total 
200,000 in ten years.) 

In 1978, Eastland pulled the rug out .from under the Senate Hearings on Amnesty which 
began on May 5th. A Special Commission was selected to investigate the Immigration Dept., 
and it.s policy. After two and one half years of barnstorming around the country and 
spendmg valuable taxpayers funds, the Commission which was comprised of: four Cabinet 
Members, four·U.S. Senators, four Congressmen and four leading citizens under director, 
Herr Fuchs - a Brandeis staff•member - came up with these findings: 
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"INS is biased, inept, unmanageable, corrupt and wortung with outmoded laws. This 
finding was in 1980 and since then, the much needed Immigration Bill has been unethically 
and unwisely delayed. There has been no real progress to overcome the worst indictment of 
any U.S. agency operating at taxpayer's expenses. The result is that up to 500,000 immi­
grants have had to stay in hiding and suffer unbelievably so. They have been ripped off by 
vulturous attorneys, greedy landlords, Non- taitpayers, blackmailers and sex fiends." (All of 
them are disreputable Americans.) In the 1982 House Hearings of the immigration bill, the 
Chairman, R. Mazzoli stated in the Congressional Record that House Leaders were block­
ing passage of the bill. He did not name anyone. (Why?) It was obvious who he was referring 
to as each legislator showed his hand in subsequent public statements. (O'Neill, Wright, 
Rodino, Garcia and two Rules Committee Chairmen.) - -

Then President Reagan entered the Game of Deception - conspiring with Senator Simp­
son and Budget Director, Stockman (See page 3.) 

Congress is returning in January and certain "illegally motivated legislators are still 
scheming to maintain the problem which Canada solved so easily. Since this is supposed to 
be a Government of the people for the people and by the people it is recommended that each 
"blockade runner" be deported back to their home states and or to the country where their 
fathers came from as immigrants.Just as soon as they acquire a humane conscience, they can 
reapplly for permanent residency and we will do our best to get them a green card in the 
U.S.A. 

Senator Simpson "sold" the United States Senate (74-14) that they were up to 6 million in 
the country and through his swivel chair, slide rule specialist staff determined a way to please 
everyone.(?) Give two million who have been in the country for seven years or more - blanket 
amnesty , permit two million to work as serfs or slaves for several years and deport the 
remaining two million. It can be said - as was said in the case of Senator Eastland- "He is out 
of his cotton picking mind." Simpson also blurted out over the Donahue T. V. show that 
there were 600,000 Salvadorians here in the United States illegally. This is further proof that 
he is from the back woods of Wyoming and all he is capable of is to count how many Indians 
-The true legal Americans - are on Wyoming's reservations. (They consider him illegal and 
rightfully so.) 

Finally, President Reagan like former President Carter promised 1.2 million Amnesties in 
1981. If there are only 500,000 altogether, then where is the problem? Actually we owe the 
Western Hemisphere 750,000 Amnesties which were caused by the Alcoholic from MISSIS­
SIPPI. There are two remaining points which should be mentioned and they are real jokes in 
themselves. 

1. In granting Amnesty to those who came before 1977, there are already provisions-for 
helping these unfortunate people in the Immigrations Law of many years ago, 2. When 
Wonder boy Stockmen figures the amnesty will cost 512 billions-- YET HE REFUSES TO 
REVEAL TO CONCERNED CITIZENS WHAT HIS STARTING figures were, then be 
should be tarred and feather~d. The actual number in the country is less than 500,000 and 
even if he computes 52000 per immigrant, the cost will not exceed Mr. Reagan's Guideline of 
SI billion. 

Blame has to be put on Mr. Reagan , former PRESIDENTS CARTER AND FORD 
-along with the failure on the part of each Congress to enact the bill - for there had been 
twenty formal requests to take pre-amnesty surveys. Five private surveys bad been taken 
during a seven year span with results and proof were delivered to every member of Congress 
and the White House - via hand. It is overtime for America to admit its tragic mistake in this 
matter which the Wall Street J011rnal ~sked for in 1977. Also- an appeal was made by 
Cardinal Cooke of New .York for Amnesty, md there was a favorable vote by the U.S. 
Conference of Catholic Bishops in 1977, which were ignored. 

"WHY CAN'T THE PRESIDENT AND CONGRRESS BE BIG ENOUGH -EVEN IN 
1985 -TO ADMIT ITS MIST AKE AND SOLVE THE IMMIGRANT PROBLEM LIKE 
CANADA DID - IN 1973?" 

F.P.A • 

••••••••••••••••••••••••••••••••••••••••••• 
-.ent: kt Why wait? 
1T PRICE 3-Day Survey? 
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AME'em we'll EXPOSE 'em • to over 
,000 Concerned Citizens in our Beloved U.S 

Elitists need to be eliminated! 
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Reagan denounces 
S •. Alrica apartheid 

lAX LERNER 
· dent's advisers In con­

• 1ng- The lnflghtlng 18 rarely trolllng the flow of lnfor­
n t • done by straight report- matlon and opinion to 

t 1 Ing, which operates by him. They are the ward· 
e nc" known rules of evidence era of the passes that 

an.c and cheddng. It ls done lead to the President's 
::-1c., : b·t leaks and counter mind and judgment, and 
- me lea.k3, by wlnformed" are In a position to 

::-e'illy anonymous sources that shape hls perceptions of 
L •on~ itre protected by the folk· whomever they dlsap-

t" - • ce ore of journallsm. prove. Alexander Haig 
· It Is time to take the belatedly described his 

- t- e po tics of lealai and "ln· disastrous experience 
e t e formed sources" serl- with them In a bobk 

he owily _ and their ethicr called "Caveat," which 
-e a::-e as well translates as "Beware!" 

et Usually the political Jeane Kirkpatrick )las· 
'" 1" murder and mayhem ln·- n't waited. 

c ll s tucted on reputations are Politically we live and 
carried out discreetly. die by symbols and se­

r Cab!- with few outcries from mantles. The current de­
fense. the victims. The case of scrlptlve noUJ'UI for Mra. 

ge:lce Jeane Kirkpatrick la Im· Kirkpatrick are "ldeolo­
ea.d"er.i. portant because her lntel· gist" and "conservative", 
;~ - le<:t la ~~Id and for the President's 

ace to a muffled masochlit men "pragmatl.st11" and 
_ t;{~ ~retlon. The interview "moderatea." 

hl she gave to the Loa An· · There 111 a concealed 
m a.s geles Times compares h lr t b savagery here, which 111 

II er ea ment Y the "ln· the result of the collabo· 
m a formed sources" of the 
a self· President's men with the ration between the 

pointed Mdisinlormatlon" attacks pre11ldentlal and media 
pe the on her by the KGa elite. 

•• 
graphy She may have signed 
!ngton. her political death war­

spoke rant by her directness. 
- ut But she will not be for· 

It may be what the 
President requires now 
In preparing for a seo­
ond·term detente, like 
Nixon's, with the Soviet 
U on. But for Jeane 

President Reagan during speech commemorating 
International Human Rl!;hts Day at the White House. 

~r . P.ea· 
~ the top 

'om Vl!:R 

her ch&rgea ... B> B'<Rll.\R-. REii'! 

be ore and alter 
er - It adda up to the 

killing ground where 
credibility and prestige 
perish at the hands of 
undeclared enemlea. 

Washington <News Bu· 
reau>-ln 1 significant shift 
from the U.S. policy of 
"quiet diplomacy," President 
Reagan yesterday publicly 
denouncj!d racial discrimina­
tion In ~ South Africa and 
urged the apartheid regime 
to end repression of the na­
tion's 22 million blacks. 

"We can't stay In busl· 
neu U people just keep 
u.lng plutlc and don't 
honor their debts." 

"Don't worry about 
getting pa.Id. My tax ad· 
visens are working on a 
plan to M!e that you get 
your money." 

Mn. R.e.agan yelled 
from the top of the irtalrs, 
'"Tell him we didn't run 
up the blll. Congreaa did." 

The Vla& man heard 
er. ·4!'he card la ms.de 

out n your name, Mr. 
R.eag&n. Whether you 
Uke It or not vou're re· 
aponslble." 

·Don't won-y, we11 bor· 
row the money to pay 
you," the ~.aaicl.· •.. :: 

"Do you f'f!aliz:e· ltow 
. "'/ r .... 

going to pay on $210 bll· 
lion? 

" Mr. Reagan, the rea· 
son we gave you a G<>ld 
Visa card Is that In 1980 
we considered you a 
good credit risk. 

REPRINTS 

The Visa man yelled 
back, "Amerycan Express 
wouldn't touch you people 
with a 10-foot pole." 

"I don't think l\ ·, is la the 
time and place ' ' disc\188 
how much we .,we you," 
the President said. "Why 
don't you come to ·my of· 
fice ln the morning!" 

"Because your staff 
won't let me In," the 
Visa man said. "Every 
time I ask to see you 
they tell me you're tak· 
Ing a nap. I don't like to 
make night calls. but 
that 111 the only time I 
get to speak to the prln· 
ctpal11 who are In hock 
up to their ears." 

"Okay, ao maybe I 
spent more than I 
should have. But If you 
let me keep my card. I'll 
cut back on all my 
spending and I assure 
you by 1988 I won't owe 
you more than $100 bll· 
lion. Would that be In 

'>" 

In a speech commem~, ••. 

Ing International Human 
Rights D,.ay, Reagan de­
nc ·1nced 1 human rights 
abuses throughout the world 
as "affronts to the human 
conscience," but he stressed 
~.hat the repression of blaclu 
can only comfort those 

whose vision of South Afri­
ca's future Is one of polarl.za. 
Uon, violence and the final 
extinction of any hope for 
peaceful, democratic 
government." 

REAGAN ALSO signed a 
proclamation In which the 
United States criticized rep­
ression In the Soviet Unlon, 
Poland and other Elstem 
European naUons, Iran, 
Chile, Paraguay, Nicaragua. 
Cuha, Vietnam, Afghani.st.an 
and Cambodia. 

A State Department offl­
cta utd Reacan's public 
statement against the South 
African regime does not 
mean the administration Is 
abandonln& lta policy of 
'" constructive engagement" · 
,.·ith the government, but 
rather marked •a shlfl In tac­
tics to try and clarify the 
administration's long· 
standing opposition to the ra­
cial policies" of the Pretoria 
regime. 

The official Indicated the 
desire for such a public state­
ment grew out of Reagan's 
White House meeting with 
Bishop Desmond Tutu, 
l\"obel prizewinner and 
clnquen t spokesman for 
Snuth Africa 's oppressed 
1.Jlacks. 

"HE WANTED to clear up 
all misunderstandings of our 
policy , and he "'anted to state 
publldy and clearly for the 
record Just what the policy 
Is ," the official said. 

The Reagan decision to 
speak out came after a series 
of daily protests in cities 
throughout •:1c United States 
r.gainsl the South African re· 
gime and calls from Con­
gresS--C\'en from New Right 
ro nservati\'es---for sanctions 
ag.1ins t the Pretoria 
,..:o,·t:rnmcnt 

CITIZEN 
to 
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our borders" yet toda· 
backed off any lmml · 
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anything? 
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think ls very unfair and 
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employers to determln 
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hired. I am convinced 
·of this would be that 
Hispanic, people who h 
languages or speak wi 
would find It difficult to 

I think that's wrong. 
had citizenship tests in 
before. And I don't 
have a citizenship card t 
counterproductive. I do 
other aspects of the Sim 
Bill that strengthens 
the border, strengthens 
dealing with undocume 
In this difficult area and 
the problem of settling 
have lived here for man 
and do not have an estab 
I further strongly reco 
this Administration do 
has not done. And 
strengthen enforcemen 
der, strengthen the o 
Government that deal 
mented workers and to 
that's responsible and wt 
stltution of the United s 
REAGAN: Georgie, 

me, supported the Sim 
Bill strongly, and the bill 
of the Senate. However, 
things added in in the H 
we felt made It less of a g 
matter of fact, made it a 
In confe~ce. we stayed 
conference all the way to 
Senator Simpson did not 
the manner In which it w 
of the conference co 
were a number of things 
weakened that bill - I 
tail about them here. But 
borders are out of control. 
that this has been a si 
borders back through a 
ministrations. 

And I supported this 
the idea of amnesty for 
put· down roots and 
here, even though some 
may have entered ill 
gard to the employer 
must have that - not 
that we can Identify 
but also, while some 
about what it woold 
there ls another 
shouldn't be so cooce:::l!!C 
. these are employers 
years who have eocDlll.i 
entry Into this 
then hire these in" ~-­
them at starvation 

none of the belle · ~ 
normal anc1 natl.'T' 
country. And the indirill_, 
plain because oft .... ,.,. • ..., 
don't think that a.. 
allowed to COJJtiime 
this was why the Dlr'Driiii..,. 
in with regard to SICic:iI~ 

And I'm going 
and all of US in the Aa-· 
to join in again 
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Mr. Ronald Reagan 
President of the United States 
The White House 
1600 Pennsylvania Avenue N.W. 
Washington, D.C. 

December 12, 1984 

Re: Treasury Department Tax Reform Proposal 

Dear Mr. President: 

I believe that the current Treasury Department tax 
proposals, if enacted, would do irrepairable damage to the 
economy of the United States. I voted for you in the last 
two elections and I believe that the proposals are 
diametrically opposed to your philosophy of free enterprise, 
capital formation, and smaller government. I therefore urge 
you to take a strong position against the enactment of these 
proposals. 

The efficiency of the United States economy is based on 
supply, demand, and incentives to the private sector. 
Supply and demand are obvious, but incentives are more 
complex. The Government provides incentives through the tax 
code. Incentives to build housing, incentives to contribute 
to charities, incentives to build factories and equipment, 
which provide employment and to increase the gross national 
product. 

The current Treasury proposals would change this system 
of incentives. It would, in a broad bush stroke, 
nationalize the tax system by eliminating many incentives to 
make investments. By eliminating incentives to invest, it 
would place the burden of certain industries, housing, and 
heavy manufacturing from the private sector to the 
government. Then as the cost of labor increases to the 
employer through elimination of fringe benefits, etc., and 
the increased cost of equipment through the elimination of 
the investment tax credits and longer depreciable lives of 
equipment and property, industries will move abroad or lose 
out to foreign competition. 

CORNERSTONE CAPITAL LIMITED 122 East Fifty-fifth Street, New York, New York 10022 (212) 888-6222 



Once the government gets into housing and heavy 
industries the government will need aditional revenues and 
will continuingly raise taxes (i.e. Britain) until the 
economy stagnates as the government becomes a larger and 
more inefficient employer while investment in the private 
sector continues to dwindle. 

I agree the deficit must be reduced but the deficit 
reduction should be accomplished through traditional means, 
i.e. raising taxes, shifting incentives, and controlling 
government spending. Propose an equivalent to the alternate 
minimum tax for individuals for businesses. Increase 
depreciable lives by 2 to 4 years and decrease the 
investment tax credit but do not destroy a tax structure 
that has kept the United States strong and the private 
sector thriving for over 50 years. 

I again urge you to publicly reject the Treasury 
proposals and raise taxes through the existing and proven 
taxing system. 

Very trul yours, 

I 
Stephen . Kratovil 
President 

SCK:k 

cc: Edwin Meese, III, EsA'. 
James A. Baker, IIIT"° 



PETER M. FASS 

45 East 89th Street 
New York, New York 10028 

De cember 14, 1984 

James A. Baker, III Chief of 
Staff 

The White House 
Washington, D.C. 20500 

Re: Treasury Department Tax Reform Proposals 

Dear Mr. Baker: 

I urge you to immediately take a strong position against 
the tax reform proposals recently issued by the U.S. Depart­
ment of Treasury. The uncertainty of future legislation 
is causing havoc in the investment community. This uncertainty 
is likely to result in an acceleration of the recessionary 
pressures already building1 in the present economic climate. 

I believe that if enacted, certain provisions contained 
in the Treasury proposal would create a disincentive for 
capital formation, thus greatly damaging the economy of the 
United States. This in turn will cripple the construction 
and development industries resulting in the loss of millions 
of jobs, and ultimately creating a severe housing shortage 
and higher rents for millions of tenants across the United 
States. The proposal is economically damaging and ineffectual 
and conflicts with the underlying philosophy of the Reagan 
administ rat ion and r e -elect i o n . I, therefore , urge yo u , 
in the strongest terms, to publcly oppose the recent Treasury 
proposal. 

M. FASS 

PMF/mf 



December 11 , 1984 

James A. Baker III 
Chief of Staff and Assistant 
to the President 

The White House 
Washington, DC 20500 

RE: Treasury Department Tax Reform ProposaZs 

Dear Mr . Baker: 

We urge you to immediately take a strong position against the tax reform 
proposals recently issued by the U. S . Department of Treasury . The 
uncertainty of future ZegisZation is causing havoc in the investment 
community . This uncertainty is ZikeZy to result in an acceZeration 
of the recessionary pressures aZready buiZding in the present economic 
cZimate . 

We beZieve that if enacted, certain proV'iS'ions in the Treasury proposal 
would create a disincentive for capital formation , thus greatly damaging 
the economy of the United States . This in turn wiZZ cripple the 
construction and development industries resuZting in the Zoss of miZZions 
of jobs , and uZtimateZy creating a severe housing shortage and higher 
rents for miZZions of tenants across the United States . The proposal 
is economicaZZy damaging and ineffectual and confZicts with the underlying 
philosophy of the Reagan administration and re - election . We , therefore, 
urge you, in the strongest terms , to pubZicZy oppose the recent Treasury 
proposal . 

Sincerely, 

President 

dbk 

8 WEST 40TH STREET 

NEW YORK NEW YORK 10018 
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The Radnor Group 

Mr. James A. Baker, III 

100 EAST 42nd STREET 

SUITE 2501 

NEW YORK, NEW YORK 10017 

(212) 661 -3440 

November 17, 1984 

Chief of Staff and Assistant to the President 
The White House 
1600 Pennsylvania Avenue, N.W. 
Washington, D.C. 20500 

Dear Mr. Baker: 

I urge you to immediately take a strong position against the tax 
reform proposals recently issued by the U.S. Department of Treasury. 
The uncertainly of future legislation is causing havoc in the 
investment community. This uncertainty is likely to result in an 
acceleration of the recessionary pressures already building in the 
present economic climate. 

I believe that if enacted, certain provisions contained in the 
Treasury proposal would create a disincentive for capital formation, 
thus greatly damaging the economy resulting in the loss of millions 
of jobs, and ultimately creating a severe housing shortage and higher 
rents for millions of tenants across the United States. The proposal 
is economically damaging the ineffectual and conflicts with the 
underlying philosophy of the Reagan administration and re-election. 
I, therefore, urge you, in the strongest terms, to publicly oppose 
the recent Treasury proposal. 

Very truly yours, 

Paul B. Liles 

PBL/mh 



UNION PACIFIC CORPORATION 

345 PARK AVENUE NEW YORK, N . Y. 10154 

~ ~ _..,_,,_ 

WILLIAM S . COOK 
PRESIDENT ANO 

CHIEF EXECUTIVE OFFICER 

The Honorable James A. Baker, III 
Chief of Staff and Assistant 

to the President 
The White House 
1600 Pennsylvania Avenue 
Washington D.C. 20500 

Dear Mr. Baker: 

December 21, 1984 

We at Union Pacific are seriously concerned by the 
Treasury's new tax plan and its effect on the nation's 
economy. We are convinced that these proposals, especially 
repeal of the Accelerated Cost Recovery System (ACRS) and 
investment credit (ITC), will have severe disruptive ef­
fects. It is shocking that these changes alone would 
increase corporate taxes by $100 billion in 1990, only 
partially off set by rate reductions and dividend deductibil­
ity. 

Simplification of the tax code is a worthwhile goal -­
as are capital formation, job creation, international 
competitiveness and national security. The current tax code 
reflects an attempt to balance such goals through the 
political process. It is thus appropriate to evaluate tax 
reform proposals from a macro-economic as well as a simpli­
fication perspective. Various economists have begun to do 
so, and they foresee higher costs of capital, lower invest­
ment and diminished job creation or actual loss of jobs to 
foreign competitors. The story with Union Pacific would be 
much the same. Loss of capital formation provisions would 
force us to borrow more. The ensuing increased cost of 
capital would put restraints on our capital expansion plans. 

The 1981 tax cuts and ACRS are one of the very meaning­
ful achievements of this Administration. They have led to a 
robust economic expansion, an unprecedented burst of job 
formation and the reelection of the President by one of the 
greatest margins in history. Let's not replace those known, 
positive achievements with a new tax scheme whose benefits 
are uncertain at best and whose detriments include impaired 



The Honorable James A. Baker, III 
December 21, 1984 
Page 2 

capital formation, fewer jobs and increased calls for 
protectionism as higher stateside capital costs strengthen 
our foreign competitors. 

We are enclosing an outline of our thoughts on the 
Treasury's tax proposal along with a summary of various 
economists' views. The plan has very real negative effects 
that have not received adequate attention. I would welcome 
the opportunity to speak with you about them and how they 
would specifically affect Union Pacific. 

ACRS/ITC incentives have worked very well. 
destroy them. 

WSC/lfm 
Enclosures 

Sincerely yours, 

J~~ 

Let's not 



An Analysis of the Treasury Department's 
Corporate Tax Reform Proposals 

Introduction 

The Treasury's recent proposals for changes in the corporate 
income tax (the "Plan") would have severe negative and disruptive 
effects. The Accelerated Cost Recovery System (ACRS) and invest­
ment tax credit (ITC) have effectively functioned as incentives 
to investment in equipment and as spurs to job formation through 
their lowering of the cost of capital. Many companies and 
industries -- and the jobs therein -- would suffer from a repeal 
of ACRS/ITC. This one change would increase corporate taxes by 
$100 billion in 1990 alone. The apparently beneficial offsetting 
provisions still leave business with $44 billion more in taxes in 
that year. Economists are already voicing concern about the very 
doubtful benefits and quite real detriments that would ensue. 

These corporate tax proposals have a "reform" and a revenue 
raising aspect. The former should be carefully considered and 
debated; the latter should be put into effect to reduce the 
deficit only after appropriate spending cuts are made. We 
propose that a variety of base broadening measures as outlined by 
the Treasury be put into effect to contribute to deficit reduc­
tion in the event that spending cuts are not sufficient to reduce 
the deficit. Reform should be put off until the necessary 
economic analyses have been done and a national consensus with 
regard to a shift in economic and business policy emerges. 

The above points are expanded upon in the outline below and 
are supported by statements of experts in the attached Appendix. 

Analysis 

A. The plan would have a negative effect on basic U.S. indus­
tries and on the economy as a whole. 

0 

0 

Basic industry and the energy sector would be adverse­
ly affected. 

(1) The ACRS/ITC repeal and the indexing of interest 
deductions would raise the cost of capital signif­
icantly. 

(2) Cutting back on the recovery of intangible drill­
ing costs and mine development and exploration 
costs would dramatically increase the cost of 
finding minerals. 

The effect on many industries would be severe. 

(1) Higher cost of capital would kill many equipment­
inte nsive maj or projects, make them more dif ficult 



0 

to finance, lower corporate credit ratings or put 
pressure on weak profit margins. 

(2) Companies producing products or commodities with a 
global market would not be able to raise prices 
above the world price to offset this higher cost, 
nor would other firms that sell abroad be able to 
raise prices unless their product was unique or 
the dollar declined by a large amount. 

(3) Companies in depressed areas unable to raise 
prices (such as steel and airlines) could be put 
out of business or forced to make drastic cut­
backs. 

Opposition from economists and others has raised the 
following concerns: 

(1) Cutbacks or closures 
to a loss of jobs, 
federal outlays for 
widening the deficit. 

in basic industry would lead 
with a rise in local and 

unemployed workers, perhaps 

(2) Basic industry decline and job contraction would 
have significant ripple effects: 
( i) Capital goods manufacturers, high tech and 

service companies that sell to basic industry 
would be hurt. 

(ii) Homebuilders, merchants and service estab­
lishments would lose business due to the 
unemployment of their customers who work at 
basic industry jobs. 

(3) A loss of capacity in the basic industry and 
energy sectors would make the economy more depen­
dent on foreign suppliers. 

(4) The increased cost of capital and diminished 
after-tax cash flow for basic industries would put 
pressure on interest rates (if projects are not 
scrapped) and downward pressure on stock prices. 

(5) A decline in equipment investment would damage the 
recovery that occurred, in part, as a result of 
enactment of the 19 81 tax cuts and ACRS system. 
The mere threat of ACRS/ITC repeal is already 
causing some businesses to rethink long-range 
projects, thereby lengthening the economic pause 
that is occurring. 

B. The offsetting benefits of the Plan are actually less than 
might at first appear, so that service, trade and high tech 
companies are not necessarily "winners" either. 

0 

0 

Most companies make some 
that higher capital costs 
business. 

investment in equipment, so 
would adversely impact most 

Hi-tech companies would be adversely affected in their 
capital raising ability by the capital gai ns change, 

-2-
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which disfavors fast-growing enterprises by its 
inflation protection rather than risk reward. 

Start-up or loss companies would gain little from the 
lower tax rates and have a diminished ability to 
realize benefits through leasing. 

High taxpaying companies with foreign operations would 
lose much of the benefit of their foreign tax payments 
because lower U.S. rates would increase the foreign 
tax credit limitation without saving them any money, 
and the proposed per-country restrictions would 
further reduce benefits. 

C. The Plan ignores the reasons for the incentives and valid 
distinctions that are now in the tax code. 

0 

0 

Corporate tax preferences are not "loopholes". They 
are incentives Congress designed to encourage certain 
economic activities deemed desirable. ACRS, the 
cornerstone of the President's successful 1981 tax 
plan, was designed to encourage investment in equip­
ment so as to spur recovery, job formation and in­
creases in productivity, all of which have occurred. 

Justification for the apparent differences in effec­
tive tax rates exists. The concept of effective tax 
rates is misleading when used to measure one company 
or industry against another in terms of its "fair 
share" of tax. This is so because: 

(1) Most economists agree that all corporate taxes 
ultimately fall on consumers or shareholders. 

(2) Some companies pay high taxes because of very high 
real income. Steel companies and other heavy 
industries are not as profitable under any measure 
as is high tech and pay low income taxes because 
they have had low real income during the worst 
recession since the depression. Heavy industry is 
cyclical, and it is unfair to measure the fairness 
of its tax payments during recession years. 

(3) Capital intensive companies' taxes have been lower 
than usual because ACRS started in 1981, and the 
heaviest cost of that system naturally falls in 
the five years following 1981. 

(4) Heavy industry paid over 46% in taxes before the 
modernization of the capital recovery system, 
which was enacted to mitigate the impact of 
inflation. The publicity about effective tax 
rates fails to account for inflation. For exam­
ple, according to a recent report, Santa Fe 
Industries was paying a 500% effective tax in 1982 
on a price-level adjusted basis. 
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( 6) 

The amount recorded on financial statements as 
current tax expense is less than taxes actually 
paid because deficiencies are often accounted f or 
through deferred tax expense. 
Effective tax rates depend upon book accounting 
options such as whether straight line or unit of 
production depreciation is used. 

D. The Plan is a drastic shift in economic policy that is not 
based on macro-economic analysis and requires a national 
consensus. 

0 

0 

0 

0 

The Treasury admits that the proposals are not based 
on macro-economic analysis. 

Economists and industry groups reviewing the proposals 
have begun such analyses, pointing to high direct and 
hidden costs. 

A tax code is by its very nature an industrial policy 
of sorts, and the Treasury has failed to advance 
cogent reasons why the policy should be changed. 
Generalities about free markets, level playing field s 
and the like are not enough unless it can be shown 
that the Treasury's new industrial policy, which is 
pro service and high tech and anti basic industry , 
will lead to better overall results. 

The consequences of such a shift of policy should be 
made clear rather than hidden in a "reform" proposal 
and should be the subject of open debate among all 
elements of our society before being adopted as new 
national goals. 

E. The Plan, particularly repeal of ACRS/ITC, would lead to 
results that are economically, politically and interna­
tionally disruptive. 

0 

0 

The economy would be severely affected: 

( 1) Deindustrialization of America, less investment, 
loss of jobs and lower output would occur because 
of reduced capital formation. 

(2) U.S. firms would be put at a competitive disadvan­
tage with foreign companies. Our capital recovery 
system would become the worst in the industrial­
ized world. Further growth of jobs and industry 
abroad would occur. 

The political and budgetary consequences of a depres­
sion in the capital goods sector would be severe: 

(1) Undercutting of supply-side economics and its 
pro-growth approach. 
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(2) Calls for a comprehensive national industrial 
policy. 

(3) Calls for various protectionist trade measures to 
maintain essential industries. 

(4) Expensive job retraining programs and increased 
assistance for displaced workers. 

The international consequences would be dangerous: 

(1) Trade disagreements and conflicts over hidden 
versus direct subsidies. 

(2) Weakening of our alliances. 
(3) Less internatiohal stability where U.S. must rely 

on foreign sources. 

National security would be jeopardized where such 
basic industries as machine tools, · chemicals, plas­
tics, energy and mining were weakened by high capital 
costs and strengthened foreign competition. 

F. The Plan does not meet its professed goals of neutrality, 
simplification and more efficient allocation of capital. 

0 

0 

Neutrality is a mirage, since clear economic conse­
quences -- which the Treasury has not quantified -­
would ensue. 

Simplification of corporate taxes does not occur 
where: 

(1) the capital loss/ordinary loss distinction is 
retained; 

(2) rules about outbound transfers, subpart F, inter­
company pricing and foreign taxes are not affect­
ed; and 

(3) the reorganization rules continue to apply. 

ACRS was not complicated to begin with, and in fact 
arose in part as a response to the complicated and 
arbitrary "real economic life" concept of depreciation 
that the Treasury now recommends we go back to. ITC 
would not be so complex if Congress did not amend, 
repeal and reinstate it every few years. There would 
be far greater complexity where tax basis and interest 
costs had to be constantly adjusted for inflation and 
where a bureaucracy was responsible for determining 
economic life for depreciation purposes. 

° Capital aliocation within the equipment intensiv e 
sector is not being rendered more efficient. Any 
allocation is from that sector to the retail, serv ice 
or high tech areas. This represents a significant 
shift in economic/industrial policy from encouragement 
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of investment in tools for workers to encouragement of 
consumption. 

G. The Plan is politically unwise. 

0 

0 

0 

It conflicts with the President's goals through its 
redistributive and disruptive effects, which undercut 
supply-side economics. Why did persistent critics of 
the President's policies promptly embrace and endorse 
the Treasury's proposals? 

It would undercut the international free-trade consen­
sus painfully crafted in the GATT negotiations over 
the past several years once calls for protectionism 
arise. 

It would eventually have ordinary 
due to loss of portfolio values in 
of pensions and IRA's and loss 
industries. 

voters up in arms 
the equity portion 
of jobs in basic 

H. Finally, the Plan is based on flawed reasoning and is 
structurally unsound. 

0 

0 

0 

0 

0 

The Treasury's study focuses on alleged investment 
allocation distortions. A Congressional Research 
Service analysis by Jane Gravelle concludes that such 
distortions are negligible. 

It is argued that high tech industries get few tax 
benefits as compared with heavy industry. Howeve r , 
this is not true. Such companies get to expense their 
labor cost, research costs, and get a 25% credit for 
research, all of which is retained in the Plan. 

The benefits of lower marginal tax rates are overstat­
ed. A corporate rate reduction is not as efficient a 
tax incentive as is ACRS/ITC, which economic studies 
have shown encourages the greatest new investment per 
dollar of lost tax revenues. 

Indexing of interest and basis is seen to be a benefit 
of the Plan and indeed has theoretical appeal. 
However, such a system has been tried in a number of 
countries for some years without any particularly 
miraculous results. Does that kind of system, espe­
cially when linked with cost of living escalators in 
labor contracts and entitlement programs, make citi­
zens and government less likely to fight inflation 
itself? 

The high tech and service industry tilt in the Plan 
rests on a misunderstanding of our economy. First, 
basic industry and the · energy sector are important 
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0 
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segments of the economy, with skilled workers who 
cannot easily be retrained. · secondly, a recent study 
shows that many basic industry manufacturing compa­
nies, railroads and airlines, among others, are the 
principal users of computer technology. Where would 
all our high tech businesses market their talents if 
basic industries disappear? These two problems alone 
suggest that the proposed changes should be accompa­
nied b y lengthy phase-in periods and effective dates. 

The Treasury has based its depreciation rates on a 
study by Hulten and Wykoff. Their analysis, which was 
prepared without any industry input, has never been 
subjected to a thorough review. Yet it is being used 
as the authoritative source to place an unrealistical­
ly long life on locomotives, for example, that may 
make r a ilroads non-competitive with trucks. 1 

Indexing interest deductions -- a major part of the 
tax increase -- is unfair. The CPI has often exceeded 
general interest rate levels in the past, which would 
mean there could well be years when none of a corpora­
tion's nominal interest payments would be deductible 
under the Plan. No provision is being made to protect 
outstanding debt; which was issued with the expecta­
tion that the interest would be deductible. Further­
more, the amount of increased tax attributable to 
disallowance of corporate interest payments is ob­
scured because the revenue effect is mixed in with 
government bonds held in banks and other items. 

Determining "real" economic lives, which was tried for 
60 years and alway s proved a failure, could result i n 
real unfairness. The Plan's reins ti tut ion of some­
thing like the prior Off ice of Industrial Economics 
and its bureaucracy does not present a hopeful sign 
for industry. 

The Plan is misleading in its depiction of the change 
from "5 year ACRS property" to the new "Class 4" 
property with a 12% rate. This sounds like an 8-year 
life for ordinary equipment but is not, because 200% 
DB or 150 % DB is not available. 100% DB, which is 
worse than straight line depreciation, is used in­
stead, leading to a 17-year total life for most 
equipment. That's how the Plan can raise $68 billion 
a year through "details". This may well be worse than 
anything since 1954, when accelerated methods were 
gene rally introduced. The Treasury's silver lining is 
that industry would not come out worse under the new 
system than under ACRS if in f lation would resume a nd 
continue at a very high rate. 
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In the last revenue act, the Treasury dealt with 
premature accruals. This approach has been extended 
to disallow reserves for bad debt. The Treasury's 
thinking is that the deductions should be taken when 
paid rather than when accruable. To be consistent, a 
cash basis should be allowed for plant and equipment. 

The Treasury decries "front ending" of depreciation 
resulting from declining balance methods and may be 
correct in an individual tax shelter context. Howev­
er, since 1954 the tax code has recognized that the 
most productive use of a machine is in its early 
years, when product price and volume demand are 
usually higher and repairs are less, thus increasing 
productivity. 

Any perceived abuses in the ACRS/ITC area, such as use 
of depreciation deductions by high-income individuals 
or overstimulation of nonproductive investment, can be 
rectified without repealing the entire system. 

-8-



Appendix 

Experts' Views of the Treasury's Plan (the "Plan") 
(Quoted or summarized) 

o Joel L. Prakken; Economist; Laurence H. Meyer & 
Associates 

The Meyer Firm has been commissioned by the Presi­
dent's Council of Economic Advisers to analyze the 
Plan. The study is not finished, but initial 
calculations show that the changes would result in a 
net increase in the cost of capital investment. With 
a higher investment cost, you can expect less invest­
ment. 

o President's Commission on Industrial Competitiveness 

Urges immediate expensing of all assets. On tax 
reform, the Commission concluded that productive 
investment should be stimulated by restructuring the 
tax code so that the efficiency with which resources 
are allocated is improved and the cost of capital 
lowered. 

o Robert Baldwin; Chairman of the Board; Morgan Stanley, 
Inc. 

Amazed at the Treasury Department position on depre­
ciation. 

o Murray Weidenbaum; Former Chairman of the Counsel of 
Economic Advisors 

The Plan is misguided. Flat-tax initiatives that 
eliminate the investment tax credit would hurt the 
economy. Without investment incentives, the result 
would be a weaker economy and higher levels of 
unemployment than would result from keeping the 
existing tax system. 

o Jerry Jasinowski; Chief Economist; National Associa­
tion of Manufacturers 

The negative effect on investment caused by losing 
depreciation and investment credit tax benefits will 
not be made up by the lower overall tax rate. The 
repeal of both the investment tax credit and ACRS 
would result in an increase in the cost of capital, 
leading to reduction in both economic growth and 
unemployment. 
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o Nariman Behravesh; Economist; Wharton Econometrics 

For all the rhetoric we've heard about supply-side 
economics, this is sort of an anti-supply-side 
approach. It provides a disincentive for investment. 

o Allen Sinai; Chief Economist;Shearson Lehman/American 
Express 

A world with tax incentives in it will produce more 
capital formation than without them. 

Business taxes will increase with each passing year 
under the Plan. Higher business taxes might do more 
than just retard corporate investment; they could be 
inflationary if business passes on the tax increase. 

The overall effect would be less growth, more person­
al saving, less business capital formation and, 
because of lower business investment, lower interest 
rates. 

o Norman Ture; Former Under Secretary of the Treasury for 
Tax and Economic Affairs 

The Plan is far less generous than ACRS/ITC unless 
inflation is high. Furthermore, at any inflation 
rate, it would not provide the extra cash flow in 
early years (thus helping finance new investment) 
that accelerated depreciation does. 

We haven't had as illiberal a depreciation schedule 
since pre-1954. 

o John Makin; Director of Fiscal Policy Studies; American 
Enterprise Institute 

The boom in capital investment in the last three 
years is attributable to ACRS, which effectively 
lowered the cost of investment capital in spite of 
high real interest rates. 

o Milton W. Hudson; Head of Economics Analysis Depart­
ment; Morgan Guaranty Trust Company 

The present tax system should be restructured, but 
over an extended period of time, since putting the 
Plan into effect quickly would create severe 
hardships for many individuals and organizations. 
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o Jay N. Woodworth; Vice President and Economist; Bankers 
Trust Company 

The ACRS/ITC details of the Plan could have a 
chilling effect on investment. 

o Albert T. Sommers; Senior Vice President and Chief 
Economist; the Conference Board 

The Plan redistributes money away from heavy 
industry, which needs help now. These are the 
companies beleaguered by imports, and to remove an 
incentive to invest when we have an import deficit of 
$150 billion or so, all of it in goods, is an exces­
sive alteration of the tax structure. 

o Arthur S. Hoffman ; Accounting Tax Partner; Oppenheim, 
Appel, Dixon & Company 

Concerned that no evidence has been offered that the 
economy would be better off under the Plan, which 
would make radical changes in the tax system. The 
interrelationship between the economic and tax 
systems has been so deeply interwoven for so long 
that if you tinker with the system, you don't know 
what will happen. 

o Roger Brinner; Chief Economist; Data Resources 
Inc. (selected quotes applicable to the corporate 
provisions) 

The effect on corporations would be mixed. The 
statutory tax rate would be reduced to 33 % from the 
current 46%, half of dividend payments would be 
excluded from the tax base, and business would be 
permitted to use indexed FIFO for inventory account­
ing (reducing taxation of paper profits). But the 
proposal would also dramatically reduce the book 
value of depreciation and the investment tax credit. 
Initially, the cost of equipment would go up 15% and 
the cost of structures would fall 1%. The price and 
cash flow effects would drive equipment investment 
down 6.3 % below the baseline and structures invest­
ment down 3.5%. By 1995, both types of investment 
would recover to the baseline level. 

Weaker investment would reduce GNP growth in the 
first few years after enactment of the Plan. 

Business would curtail capital spending due to higher 
after-tax bond costs, weaker share prices, repeal of 
the investment tax credit for equipment, less gener­
ous near-term depreciation allowances, and greater 
investor pressure for dividend pay-out. 
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The heavier corporate tax burden would mean a 5-8 % 
decline in the stock market. 

Relative to current law, the Plan would treat all 
investment more harshly . 

The question must be asked whether the current 
economic climate is an appropriate one in which to 
introduce such a set of changes. This is not a 
healthy climate for fixed investment. Without the 
strong countervailing tax incentives of the 1981 ERTA 
legislation, business fixed investment would be 
dismal today. 

Can and should Congress address this tax reform 
package before dealing with the deficit? Probably 
not, given the major risk of reducing per capita 
living standards due to sagging investment. 

o Lawrence Chimerine; Chairman; Chase Econome trics 

You'd get higher consumer spending and somewhat lower 
investment and overall somewhat lower growth. 

o Leif Olsen; Chief Economist; Citibank 

It is absurd to spend a lot of political energy in a 
very contentious proposal that does nothing to cut 
the deficit. 

o J. D. Forsythe; Professor; Central Washington Univer­
sity 

The implication that some sectors of the economy as 
compared with others are being favored with a tax 
subsidy, e.g. manufacturing over services, is simply 
not the case. I doubt, for example, if comput­
er-software firms would be willing for tax purposes 
to capitalize research and development expenditures, 
and then amortize them over a five-year recovery 
period. Service-oriented firms can write off most of 
their expenses within their fiscal year. This 
treatment is highly advantageous when compared with 
industries with substantial fixed costs. An elimina­
tion or modification of depreciation rules would 
change the rate-of-return assumptions used in plan­
ning the purchase of plant and equipment. How can 
American industry do long-range planning in an 
environment of periodic and confused tax law changes? 

o Barber B. Conable; Retiring Ranking Republican on the 
House Ways and Means Committee 

Before we leap into tax reform, let's be realistic in 
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our expectations and aware of the limitations our 
system imposes on the scope and timing of change. 
Let's take the risks into account before we advocate 
change so massive that we create an economic limbo 
during a necessarily protracted decision-making 
process. 

o U.S.A. Today 

Published a public opinion survey showing that 
individuals are unwilling to give up their tax 
deductions in exchange for a flat tax system. 
(Likewise, Americans do not favor the Plan to have 
the Government compute their taxes for them.) 

o The New York Times, in a December 11, 1984 article 
captione¢i "Analysts Wary of Shift in Tax Incentive 
Policy", sununarized the thinking of many economists 
as follows: 

When President Reagan took office, he championed an 
approach to tax policy that greatly expanded incen­
tives for specific types of business investment. 
This program has been credited with helping spur a 
recent surge in capital investment. 

Now, however, if the President endorses the Trea­
sury's plan for overhauling the tax system, many 
economists feel that he would be abandoning this 
strategy of encouraging production through tax 
incentives a strategy favored by supply-side 
theorists, among others in the hope that free 
market forces would nurture fruitful investment. 

Some analysts fear that removing these tax incentives 
would hurt business investment that they consider 
crucial to economic growth. 

Some economists are also concerned that abolishing 
the present array of special tax incentives would 
amount to a sudden abandonment, after many decades, 
of the Government's practice of carrying out indus­
trial policy through the tax structure. It has been 
used to encourage investments in such sectors as home 
building and oil drilling. 

The nation has lived with this practice for so long, 
these economists say, that discontinuing it would 
cause substantial shocks to many parts of the econo­
my. If free-market forces were to come into wider 
play under the Treasury's plan, critics warn, tax 
favored conunodities such as housing and energy might 
no longer be available in what the public deems 
adequate supplies at acceptable prices. 
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Many economists are doubtful that reducing rates and 
providing a more even allocation of resources would 
bolster investment as much as the special tax incen­
tives do now. 

The reason the present program of accelerated depre­
ciation and investment tax credits is so much more 
effective in spurring investment, is that a company 
must invest in pl~nt and equipment to receive these 
benefits. Lower tax rates, on the other hand, would 
apply to any company, even if it made no investment 
at all. 

The results of specific tax incentives have been 
demonstrated in economic studies. According to 
research conducted by Allen Sinai, chief economist at 
Shearson Lehman/American Express, and the late Otto 
Eckstein of Data Resources Inc., accelerated depreci­
ation provides an increase in business investment of 
81 cents for every dollar of tax revenue lost, while 
the investment tax credit provides 76 cents of 
increased investment. By comparison, the research 
showed, only 19 cents of increased investment was 
generated by reductions in corporate tax rates. 

o Paul Craig Roberts; Former Assistant Treasury 
Secretary for Economic Policy 

The Treasury Department's tax-reform proposal is a 
retreat from the supply-side principles put in place 
by President Reagan during his first term. The 
threat to free trade posed by the decline in U.S. 
labor productivity growth has serious implications 
for the future of the Western alliance. Only a 
sustained rise in productivity can prevent the 
unraveling of free trade and the Western alliance. 
Supply-side economics rose in response to these 
fundamental economic and strategic challenges. This 
fundamental change was possible only because the 
Reagan administration brought its tax policy to 
office with it (along with policy officials to 
enforce it) and did not permit the bureaucracy in the 
Treasury's Office of Tax Policy to determine policy 
or to design the 1981 legislation. If the permanent 
government had controlled the policy, it would have 
substituted its own agenda and never permitted the 
drop in the cost of capital that constituted the 
fundamental achievement of the 1981 bill. 

A logical approach to tax reform consistent with the 
administration's supply-side policy would have been 
to move to expensing (first-year write-off of capital 
investments) from the accelerated capital cost 
recovery system (ACRS) of the 1981 bill. Expensing 
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would raise the investment rate and push the economy 
to a higher growth path. In addition, it would be a 
giant step toward tax neutrality. Furthermore , 
expensing would redress the double taxation of saving 
and move toward neutrality between the taxation of 
saving and consumption. Expensing also has much to 
recommend it politically. 

Unfortunately, Treasury's tax reform went in the 
opposite direction and substantially raises the cost 
of capital by greatly lengthening the write-off 
period and adopting a slower write-off rate than 
straight line. Since no one can know in advance the 
economic life of different investments in machinery 
and structures or the pattern of the loss of value 
over that life, economic depreciation gives the 
bureaucracy the power to classify assets and assign 
economic lives for depreciation purposes in an 
entirely arbitrary manner. If the Treasury's propos­
al were to be implemented in its present form, the 
U.S. would be deindustrialized within a decade. 
Every category of capital equipment and every manu­
facturer would be harmed by the proposal. Since the 
so-called "smokestack" industries are particularly 
hard hit, the Treasury proposal amounts to an indus­
trial policy designed to accelerate the transforma­
tion to a service economy. The obvious implication 
is that the Treasury bureaucracy has no idea of the 
economic impact of its proposal. The proposal shows 
many signs of either incompetence or book-cooking. 

o Merton H. Miller; Professor; University of Chicago, 
Graduate School of Business 

An old tax is a good tax; we've learned to live with 
it. With regard to the proposal to adjust various 
items to keep up with inflation -- If this is simpli­
fication, I'd hate to see complification. 
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December 13, 1984 

Mr. James A. Baker III, Chief of Staff and Assistant to the President 
The White House, 16000 Pennsylvania Avenue, N.W. 
Washington, D. C. 20500 

Re: Treasury Department Tax Reform Proposals 

Dear Mr. Baker : 

I urge you to immediately reconsider the tax reform proposals recently 
issued by the U.S. Department of Treasury. The uncertainty of future 
legislation is causing havoc in the investment community. This un­
certainty is likely to result in an acceleration of the recessionary 
pressures already building in the present economic climate. 

I believe that if enacted, certain provisions contained in the Treasury 
proposal would create a disincentive for capital formation, thus greatly 
damaging the economy of the United States. This in turn will cripple the 
construction and development industries resulting in the loss of millions 
of jobs, and ultimately create a severe housing shortage and higher rents 
for millions of tenants across the United States . The proposal is econom­
ically damaging and ineffectual and conflicts with the underlying phil­
osophy of prosperity of the Reagan administration and re-election. ~ 
therefore, urge you, in the strongest terms, to reconsider the recent 
Treasury proposals. 

Very truly yours, 

RTD:sbs 
~~# 
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