Advocate Summary

Issue:  3% excise tax


Advocate:  Mike Wendy, United States Telecom Association (USTA)

Date of Interview: 6/15/00

Basic Background

“USTA, it used to be the United States Telephone Association, it’s a 100-year-old association and it has been around since literally the Bell patent ran out in 1894 or something like that.”  They used to represent all local phone companies except AT&T, and since the telecommunications breakup in 1984 they also represent the Bell companies too, although they are focused on the aspect of those companies that involves provision of local telephone service.

“So it’s primarily local telephone companies, and we have about 1,000 members.”

AT&T has traditionally been an opponent of USTA because of the conflict over access to the local telephone networks and other long distance/local telephone service conflicts, such as access charges.  But on tax issues they are on the same side.

“This tax has been around for 100 years.  It has been on our agenda to remove for 20 years.  At least 15 years I know we’ve been before Congress, talking about it: ‘Repeal it, let’s get rid of it.’ …And I don’t think anyone thought that it could ever happen.  Three percent is not a lot on a phone bill, especially on a local phone bill because our rates are [???], they’re capped, but for long distance and cellular companies, 3% is substantial.”

Cellular and long distance really were opposed to this because that 3% increase affected demand – ran up against the price elasticity.  So although the tax was not a big deal for the local companies, it is a big deal for the long distance and cellular companies.

Still, he doesn’t think the impetus for the change is new technologies (e.g. cellular, internet) so much as the fact that there is a budget surplus now.  The reason is “probably more political. To be quite frank with you, we’ve been bandying around ideas for years – ‘Let’s get rid of this thing.  Let’s use it to pay some of the Universal Service (with is used to pay some of the service for low-income and high-cost areas), let’s use it to pay for the schools and libraries (which is another piece of that subsidy system) …’  We’d been pushing for it for years.  I think this year a political consideration was what made it something that we should focus on being one of our main priorities legislatively.  We have a budget surplus.  I think that there’s room to maneuver and reduce a tax on consumers – it’s just passed right on to consumers – of $5 billion a year.  So that I think is the most important aspect.  If we were again in a budget deficit we wouldn’t” be able to get this issue through.

“Plus you have a Republican Congress, that’s very important, a tax-cutting Congress that doesn’t seem to be able to pass those tax cuts, so you have that dynamic too.  I think there’s also a concern, there’s a real concern – it’s all political here – that the Democrats will take back the House and make a less favorable tax-cut climate.” 

“One other political thing:  There’s what I typify as e-pandering.   E-Commerce pandering.  It’s amazing.  Both sides are using issues like this to extort funds.  Especially in an election year, each wants to look like they’re doing something for the e-commerce crowd, that’s cell telephone, that’s high-tech, that’s the software. … No one side wants to look like they’re ignoring a potentially lucrative side of the fund-raising market.”

“The Democrats have all stated something along the lines of, like Clinton has said, ‘We like the policy [getting rid of the excise tax] and want to get rid of this regressive tax that has been on the books for 100 years.  It hits senior citizens and low-income people.  We agree with the policy, especially at a time when we’re trying to get more people onto the networks and onto the internet.  However, if you’re going to do it, it must be done within the constraints of fiscally responsible – within the budget basically.”

“So $5 billion has to be accounted for.  “And some Democrats said, ‘$5 billion?  If you’ve got that why don’t we spend it on Medicare?’ rather than give someone back money that they don’t really miss.   But they’re not saying no to it either.”

“I think it’s going to pass this year actually, I think the President’s going to sign it.  Gore is also on board because he doesn’t want to look like he is anti-technology.”

Prior Activity on the Issue 

It has been on their agenda for 20 years, they have been talking to Congress about it for 15 years, but it has not been a hot topic or something that they have spent a lot of time on before this year because before now it didn’t seem possible that it would get passed.

Advocacy Activities Undertaken

In November, they put together a coalition, and the steering committee was made up of two associations, and two large telephone companies: USTA, CTIA (the cellular association), AT&T and Bell Atlantic.

“We put together a coalition in November, brought it to our board.  They thought there was a chance that this could come together this year. “

So they hired Jack Quinn (former White House counsel) from Quinn and Gillespie as their consultant to organize and run this effort. The coalition has a budget, articles of confederation, a PAC, might be giving soft money.  Quinn organizes the lobbying efforts – keeping track of which legislators have been visited by whom and who is lining up on which sides.

There is a budget of several hundred thousand dollar budget for this coalition.

Members of the coalition are going to fundraisers and doing a lot of direct lobbying,

“It’s not unusually to do several contacts” of one congressional office by different members of the coalition, especially if someone seems to be on the fence or if a particular LA or LD is opposed on policy grounds.

“These tax issues are tools of social change, of redistribution or creation of wealth, so we focused first with the Ways and Means, and they put out an important signal, because these are the tax experts, and when they get on an issue and overwhelmingly get on it, then it sends an important signal to the rank and file.”

Reported out 27-2, bipartisan.

“From there, whip counts after that. A lot of that’s taken care of by itself.  People see that this bill has a chance of moving, as it’s reported out they get on as co-sponsors. … So it’s getting the committee to report it out well and building co-sponsors … and then whipping that: ‘Who’s on, who’s off, who’s on, who’s off.’ Finding also key members in the leadership and other influential members.  And then you’re doing the nitty gritty, just going office to office.  And that’s what Quinn and Gillespie coordinated and is coordinating for us now.”

Quinn and Gillespie also administers a substantial pr/media campaign, both earned media and bought media. Putting up a web site, asking people to sign letters to their representatives, and a greassroots campaigns.  The website offers a canned letter for people to sign onto, then using the person’s zip code figures out who their representative is and then generates a letter for them to that member (or a fax/email).  Ditto for Senate.  

There are also other, unspecified consultants involved in this project.

Sent letters out to all members of Congress several times.

They have weekly coalition meetings.

Future Advocacy Activities Planned

More of the same in Senate, then lobbying conference committee members.

“Tax bills are harder to move in the Senate since one Senator can stall the whole process. So we’re now in the process of building consensus in Senators and cosponsors and favorably inclined votes, Republican votes, so that we can bring it quickly and get past the Senate.”

Key Congressional Contact(s)/Champions

Rep. Rob Portman

Targets of Direct Lobbying

Ways and Means Committee, leadership, House membership in general.

Targets of Grassroots Lobbying

All members.

Coalition Partners: Names/Participants

There are many organizations in the coalition (see the press releases for a full list), but the organizations that are funding the effort and running the show are USTA, CTIA, AT&T and Bell Atlantic.  


“There is a little bit of conflict within the coalition between landline, cellular, local and long distance.”  That’s why they hired the consultant to coordinate.

The coalition steering committee has weekly meetings and has incorporated, has a budget, etc.

“It was a very important decision at the beginning of this whole process, that for it to be successful you have to put a human face on this.  And it can’t be transparently thin that this is just for your own self interest.  This is for consumers.  And there is a good argument that this is for consumers, because it is passed along.  We don’t make money off of this, all we do is collect this for the federal government and pass it along.  It costs million of dollars to administer.  So consumers get this 3% off their bills. So this was an important part of this, the grassroots in particular, getting the 60+ association, the senior associations, the Hispanic Caucus, the Hispanic Chamber of Commerce, the Black Chamber of Commerce, the U.S. Chamber of Commerce, putting a consumer face on this.  ‘This is in the way of the way we do business.  This is in the way of the way I communicate.’ and put that out front.   So we have other members of the coalition, I guess lesser members, that represent some of those grassroots interests.” including consumer groups.

“It’s broad based, but we really thought it was important to put a consumer face on this.”

The four main members organized it and paid for it, whereas the others just signed on and provided a good public front.

“And I think that’s the way many coalitions work in Washington.  We work on another coalition with estate taxes.. and this coalition has 70 members, USTA is just one little member, all the way from the National Association of Manufacturers, which is huge, to the Cattlemen, to the independent business, that sort of thing.”

“So you put a face on it that reflects not just telephone companies.  Because there is an automatic response: ‘Oh, you’re just old monopolies, why do you need any help?’  So you have to get over the hurdle. And this helps better sell” this idea.

Other Participants in the Issue Debate

Advisory Commission on Electronic Commerce

Ubiquitous Argument(s) and Evidence

The tax is 100 years old, the Spanish American War is over. [He doesn’t personally think too much of this argument – thinks it works viscerally but that the logic doesn’t necessarily follow.  There are other taxes that we still have around that were started for some reason that no longer exists as well.]

It’s a regressive tax that hits senior citizens and the poor harder.

It keeps people off the phone networks and the internet at a time that we are trying to boost that.

It is a tax on talking, which is anti-American.

“So we’ve got these visceral, quasi-spiritual arguments, and also numbers arguments.  Also breaking it down to states: ‘This is what your states are playing, this is what people in your states are paying, this is what demographically you’re paying, this is what 55-65s are paying,  in toto $5 billion on this tax.  So you’re saying you’re for a regressive tax?’ That kind of thing.”

He doesn’t explicitly bring up election-type arguments, but he knows that those sort of concerns are at the back of member’s minds:  “Do you want to be seen as being for a regressive tax, do you want to be seen as being for something that would impede one’s access to the internet, those types of arguments we would use.”

Secondary Argument(s) and Evidence

Breaks the amount of tax paid by individual states and individual demographic categories.

Targeted Arguments, Targets, and Evidence

partisan difference in arguments? 

“It is an easier sell for Republicans.  The Republicans need to deliver, they do.  And I think the industry believes that.  They need to deliver, especially on these tax cuts, and the president needs to sign them.  So it’s an easier sell.  I think it’s an easy tax to pull off the books.  It’s not that expensive.  We did get some pushback, though, even from Republicans, ‘Well, you know, it only amounts to $1.80 on a phone bill or $30 a year.  I could do the marriage penalty and get someone $1,500 as opposed to $35 and that will get me more bang for the buck than this.  It’s so small and has budget impact, why even do it?’ But they come in line, also.”

“That [budget argument] actually  tends to be more of a Democrat argument.  Democrats also didn’t believe that it keeps people off the internet.”  
“A lot of these dialogues have respect in terms of press releases or news stories:  ‘Senator So-and-So in the way of the internet!  Senator So-and-So wants regressive taxes on poor Americans and senior citizens!’  And that could happen.  And I am sure there are news stories that are playing it that way. 

“We use that on the Democrats more. For the Republicans: “You’re a tax-cutting Congress, come on.  Deliver!”

Nature of the Opposition

There is no organized opposition to speak of, although there is the “pushback” mentioned above, related to budget concerns.

“The president is in opposition, sort of.  He’s put out mixed signals.  But the thinking is, that’s $5 billion we have to offset.  So it’s the budget process itself and the interest that people see, I can spend that money elsewhere.”

I think Democrats in general are concerned about that.

There is always concern from ancillary groups – let’s deal with shoring up Social Security/Medicare/Medicaid first, and make sure we have an answer for that, before we move forward on this.  Yesterday in the Senate Bob Graham offered an amendment that said that – that vote was partisan, but the amendment was defeated. 

There is no organized opposition, but there is diffuse and general opposition in terms of budget concerns.

Ubiquitous Argument(s) and Evidence Articulated by the Opposition 

See previous section.

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

No, although Democrats tend to be more concerned about where the money will come from than do Republicans.

Venue(s) of Activity

Advisory Commission on Electronic Commerce (earlier)

House Ways and Means Committee

House generally

Senate

Action Pending or Taken by Relevant Decision Makers

The bill was reported out of House Ways and Means committee favorably, overwhelmingly, on a bipartisan basis.

Passed the House 420-2.

Still must be acted upon by the Senate.

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

Opposed to the status quo – wants to get rid of a tax that has been around for 100 years.

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

Graduated from the University of Florida in 1986.

Catholic University law degree 1996.

Interned at USTA in Legal/Regulatory.

Took a job in government relations at USTA in 1997.

Reliance on Research: In-House/External 

”Quinn and Gillespie on this issue has come up with a raft of information.  The state-by-state breakdown is something that they provided.”  They also did polling, collected publicly available information.  There are committees w/in USTA that comes up with various information about tax impact on each company within USTA.  Tax director for individual companies writes testimony for committees or comes up with info.

They also hire a tax consultant – Joe Dowley [sp?] of Dewey Valentine [?] – as outside counsel.  He writes legal memoranda, gives opinions both legally and legislatively.  He used to be Rostenkowski’s legislative director when R was in charge of Ways and Means.

USTA staffers also has done some research themselves – for instance, a Lexis-Nexis search, etc.

In general, on other issues, they have a Legal and Regulatory Department that does its own research, would analyze regulations and write bullet points for the lobbying staff.

Number of Individuals Involved in Advocacy 

5 Hill lobbyists – Government Relations

6 Legal and Regulatory staff – five are lawyers

5 or 6 in Communications

Units in Organization Involved in Public Affairs/Policy 

See above.

Advocate’s Outstanding Skills/Assets 

law degree

Type of Membership: None, Institutions, Individuals, Both 

Institutions (phone companies)

Membership Size 

1,000

Organizational Age 

106 years

Miscellaneous

Recommends that I talk to Mark Mullen at Bell Atlantic 336-7821

The main proponent in Congress – Rob Portman

