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Advocate Summary

Issue:  Repeal of the Federal Estate and Gift Tax

Advocate:  Newspaper Association of America

Date of Interview: Friday, July 14, 2000
Basic Background

· We’ve been working on an estate tax repeal for decades but it’s never been the right environment until the Republicans took over the Congress.  In fact in the 1970s there was a task force addressing the issue that was comprised of family newspapers that were interested in retaining family ownership.  But Democrats had no interest in providing estate tax relief.  

· Small businesses have become a driving force in this economy.  And many of these businesses are owned by minorities and women.  They hear from their friends and colleagues that they need to start planning their estate and they hear that the government is going to come in and take 35 or 50 percent of the value of their business.  This is a pretty objectionable thing to many people because they’ve been paying taxes all along…I think this is where the critical mass is built.  Minorities and women see [success and prosperity] as where they want to head and they don’t want to get hit with a tax.  This is why we got 65 Democrats [on the House vote]…I think it took Democrats and the White House by surprise that people were writing and talking about the death tax.  I mean there were all these polls.  For instance the Center for the Study of Taxation did a poll that should about 70 percent of the public supported repeal.  The organization 60-Plus – the AARP alternative – polled people one year later and they found that about 70 percent would vote for a member of Congress if the member voted to repeal the tax.  A poll by a group called Americans for Unfair Family Taxation found that about 80 percent of the people felt the tax was unfair.  And all these polls are being accompanied by press releases and people, even individual business owners, are saying this is not fair…There’s just so much more happening on this issue than there had been.

· After the House vote E.J. Dionne had an op ed in the Post saying that he couldn’t believe the House voted to repeal the estate tax, a progressive tax.  Within a week there was a lot of response to the piece from people outside the Beltway – people from Olney, Maryland and so on.

· The Democratic response to the complaints about the tax is to raise exemptions.  The unified credit is currently at $675,000.  Democrats want to raise that amount.  The family business credit is now $1.3 million or $2.6 million for a couple.  They want to raise that too.  These credits are part of section 2057 of the IRS code.  This is really complex and there are restrictions on who can qualify that are restrictive.  For example, your business has to comprise a certain proportion of your estate.  And it turns out that few people qualify.  It’s not the dollar threshold that’s not reached, it’s the requirements that aren’t met.

· The bill sponsored by John Kyl and Bob Kerrey originally had repeal.  [Senator] Moynihan had the idea about the limit to the step up.

· Last year the insurance industry came out against a repeal.  They’d lose business.  [Jennifer] Dunn told them, I can’t believe your self-interest.

Prior Activity on the Issue 

· In 1995-1996 we began to lay the groundwork to educate members of Congress and the general public on the estate tax.  Part of this involved building a coalition with other groups.  The coalition is called the Family Business Estate Tax Coalition.  As a group we tried to build support and see where we could get additional support.  We reached out to traditional Democratic constituencies such as the National Black Chamber of Commerce, women’s business groups, Hispanic business associations and we got their support on this.  Along with the Chamber of Commerce, we did an ad with these groups supporting a repeal of the tax.   

· Last April we had a summit meeting.  We had it at the Republican club because there wasn’t space for us to have it anywhere else.  We had family business owners there, members of Congress including Patty Murray, and businesses.  These business owners were talking about how bad the tax is.   

Advocacy Activities Undertaken

· We’ve done a lot of work with a lot of organizations.  My boss has written a ton of op eds and we’ve done advertisements.  Through these activities we’re trying to do outreach to members of Congress and the public to demonstrate the impact of the death tax.  We’ve put together a lot of background material and fact sheets on the estate tax.  Plus there was legislation – H.R. 10 -- in the last session of Congress and that’s really helpful because it gives you something to point to.  

· We met again this year [see Prior Activity on the Issue, summit meeting] and we had the trade associations, businesses, and members of Congress including Chuck Schumer from New York, Neil Abercrombie from Hawaii, Jennifer Dunn and Brian Baird from Washington state.  This year we had it at the Democratic club.  The business owners were again talking about the tax and how burdensome it is.  Well Patty Murray signed on to the Kyl-Kerrey bill.  I think it was what she heard at the meeting last year and a couple of high profile business sales in Washington state that moved her to support the repeal.

· After the summit meeting we had a press conference with 10 Democrats and 10 Republicans and some of the minority business associations speaking about the need to repeal the tax.

· We’ve educated a lot of groups, and sat down with senators and representatives.  For instance, Schumer met with business leaders from NY.  He’s not on Kyl-Kerrey but has his own carve out for family business.

· We learned in early May that the House was gonna take it [the repeal] up.  There were 237 cosponsors by May and close to 40 were Democrats.  We could show the leadership that it was bipartisan – we had [Representatives] Clay (D-MO) and Velazquez (D-NY).  We were shooting to build cosponsors, especially Democrats.  The same is true on Kyl-Kerrey.  Lot’s of Republicans wanted to join but they held off till things got more balanced.  We were somewhat hamstrung because the leadership gave this [repeal] H.R. 8 and the Democrats see the first ten bills as Republican bills.  After this dies down we’ll make sure people know who supported it. 

· The tax has an impact not just on papers but also on our advertisers.  So it impacts local economics.  

Future Advocacy Activities Planned

Not mentioned.

Key Congressional Contact(s)/Champions

· Jennifer Dunn (R-WA)

· John Tanner (TN), Neil Abercrombie (HI), Eva Clayton (NC), and Albert Wynn (MD) are all Democrats.  It took courage for them to come out in support of repeal.  

Targets of Direct Lobbying

· There are eight Democrats that signed onto the Kyl-Kerrey bill including Patty Murray (D-WA), Ron Wyden (D-OR), and Evan Bayh (D-IN).  We’ve been working to get these members to support H.R. 8.  

Targets of Grassroots Lobbying

None mentioned.

Coalition Partners: Names/Participants

· The Family Business Estate Tax Coalition.  The members of this coalition include:

Air Conditioning Contractors of America

American International Automobile Dealers Association

American Small Business Association

American Supply Association

American Vintners Association

Association for Manufacturing Technology

Associated Builders and Contractors

Associated Equipment Distributors

Associated General Contractors

Communicating for Agriculture

Chamber of Commerce

Farm Bureau

Food Marketing Institute Forest Industries Council on Taxation

Guest& Associates, LLC

Independent Community Bankers of America

Independent Forest Products Association

Independent Insurance Agents of America

International Council of Shopping Centers

Lake States Lumber Association

Marine Retailers Association of America

National Association of Plumbing-Heating-Cooling Contractors

National Association of home Builders

National Association of Women Business Owners

National Automobile Dealers Association

National Beer Wholesalers Association

National Black Chamber of Commerce

National Cattlemen’s Beef Association

National Cotton Council

National Electrical Contractors Association

National Federation of Independent Business

National Grange

National Indian Business Association

National Newspaper Association

National Roofing Contractors Association

National Telephone Cooperative Association

National Tooling and Machining Association

Newspaper Association of America

Northwest Woodland Owners Council

60 Plus Association

Small Business Legislative Council

Society of American Florists

Sunrise Research

Textile Rental Services Association

Tire Association of North America

United Fresh Fruit & Vegetable Association

United States Business and Industry Council

U.S. Chamber of Commerce

Wine Institute

Other Participants in the Issue Debate

· Senator Bob Kerrey (-NE)

· Senator Jon Kyl (R-AZ)

· President Clinton and the Clinton administration

· Jennifer Dunn (R-WA)

· Patty Murray (D-WA)

· Department of Treasury

Ubiquitous Argument(s) and Evidence

· The government is taxing you on what you’ve already paid taxes on.  It’s not hard to convince people that this isn’t right.

· Saying that the estate tax impacts only a few Americans doesn’t account for all the people who sold their businesses to avoid dealing with the tax.  It’s also true that many people are burdened by the preparation and avoidance of the tax.  Impact estimates are based only on those who paid the tax and appear on the tax rolls…It’s not just Bill Gates.  It impacts everybody, especially small businesses.  Minority businesses are really behind in terms of preparation.  I mean, let’s face it, if you have enough money to hire a dream team of lawyers, you’ll be able to prepare yourself.  

· You go through the arguments.  Less than one percent [of revenues] come from the estate tax.  It’s inefficient -- sixty-five cents of every dollar collected is spent on compliance.  Then we explain the step up and basis.

Secondary Argument(s) and Evidence

None mentioned.

Targeted Arguments, Targets, and Evidence

· [To those who talk about how much revenue the tax brings in]:  In reality it’s a really inefficient tax.  It is costly to the IRS and to the government to enforce.  There are almost always disagreements and legal proceedings to determine the value of a business and an estate.  They government spends 65 cents on every dollar they receive to enforce the tax.

Nature of the Opposition

· There are op-eds and editorials saying that two percent of Americans are impacted by the estate tax.  

· President Clinton and the Democrats.  They support this policy wonk view where people are better off on their own if they aren’t given any advantage like an inheritance.  They think people get harmed in the process.

· In the Senate this has become a political issue.  They want to take the vote before the convention so they can talk about Clinton not supporting it.  In the House it was bipartisan.

· You have to be able to synthesize the data and information.  On this issue, people didn’t think it would go anywhere.  You had a 790 million dollar tax package that Clinton vetoed last year that included this [repeal].  This time you have piecemeal tax bills and this is not on people’s radar screens.  Then there’s no time for data but grassroots wins the day. 

· [Budget] scoring doesn’t take revenue generation [from other sources] into account.  We thought about doing this to quell Treasury’s concerns but there’s no time for this this year.

Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

· It’s a progressive tax.

· If you cut the estate tax where will the revenues be made up?

· President Clinton said it’ll be bad for charitable giving but studies say it won’t change.  Merrill Lynch came out with a study saying people will invest.

· [Department of] Treasury and the Clinton administration said this is too big of a revenue hit.  They thought they’d get mileage from “it benefits the wealthy.”  

Secondary Argument(s) and Evidence Articulated by the Opposition

None mentioned.

Targeted Argument(s) and Evidence Articulated by the Opposition (and Targets)

None mentioned.

Described as a Partisan Issue

· Somewhat in the Senate but bipartisan in the House.

Venue(s) of Activity

· House

· Senate

Action Pending or Taken by Relevant Decision Makers

· The Senate vote on H.R. 8 was happening as I interviewed Paul Boyle (we watched it on CNN).  Earlier this week people were expecting the Senate to take a cloture vote and vote up or down on the measure but they managed to set a time limit and the Democrats and Republicans were each allowed to make ten amendments to the bill.  The Democrats first offered an alternative that raises the estate tax exemption limits.  All the Democratic amendments that were offered would gut H.R. 8 and replace it with their exemption raising alternative plus the amendment (one of which pertained to prescription drug coverage under Medicare).  One possibility was that after all the amendments were offered Lott would offer an amendment that would strike all amendments, they would vote on the clean bill, and if it passed it would go straight to the President since it doesn’t need to be conferenced (because it’s the same as the House bill that passed).  Clinton will veto it but there’s a possibility that the Republicans would use this measure to negotiate with the President on some spending bills that have to pass.  But this has become very political so that the Republicans may want to have this right before their convention so they can say that they tried to work on this issue but Clinton held them up.

· There’s also a Senate bill sponsored by John Kyl and Bob Kerrey (the Kyl-Kerrey bill).  I’m not sure how this bill differs from H.R. 8 because Boyle described both as eliminating the estate tax and removing the “step up and basis.”  As far as I can tell, “step up and basis” work as follows.  Currently, if someone buys something at one dollar and it’s worth one hundred dollars when they die, the person who gets it gets it at the basis of the decedent (the one hundred) and that’s the amount subject to the estate tax but you also have to pay capital gains on the “step up” to one hundred dollars in value.  Under the legislation proposed, you don’t pay the capital gains step up.  If you sell it later and it increases in value you pay on the gain from the basis of the decedent (the hundred dollars).

Policy Objective(s) and Support for/Opposition to the Status Quo

· The NAA is opposed to the status quo.  They want to repeal the estate tax.

Advocate’s Experience: Tenure in Current Job/Previous Experience

· Boyle has been at the NAA for eleven years.  Prior to this he worked for two years at the Neighborhood Reinvestment Organization.  The organization gave low interest loans for rehabilitation.  He also worked for [former Representative from California] Tony Coelho for a few years. 

Reliance on Research: In-House/External 

Not obtained.

Number of Individuals Involved in Advocacy 

· There are about eight.  Two each in Legal Affairs and Employee Relations, and four in Government Affairs (in Government Affairs there are two Legislative Affairs lobbyists, one person who deals with the Postal Service and postal issues, and one person in Grassroots/Public Communication).

Units in Organization Involved in Public Affairs/Policy 

· Legal Affairs:  Deal with compliance, first amendment issues, public notice, and amicus briefs.

· Employee Relations: Monitor employee law issues like the ADA [Americans with Disabilities Act].

· Government Affairs:  Legislative and regulatory matters, FCC and intellectual property issues.

Type of Membership: None, Institutions, Individuals, Both 

Not obtained.

Membership Size 

Not obtained.

Organizational Age 

Not obtained.

Miscellaneous

· Boyle suggested that I speak with the following people:

(1) Patricia Soldano, Policy & Taxation Group, Center for the Study of Taxation (714.641.6913)

(2) Dorothy Coleman, National Association of Manufacturers

(3) Cecily Adams, Chamber of Commerce

(4) Nelson Litterus, National Federation of Independent Business

(5) Laura Bourrne, Food Marketing Institute (202.220.0600)

· He also mentioned a paper on estate tax repeal that was done by the Center for the Study of Taxation.  This paper was linked to the July 20 press conference that highlighted/represented family business owners.
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