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Basic Background

· During the late 1970s, the concept of “accelerated depreciation” gained favor as a way to let companies depreciate the value of property faster and stimulate economic growth.  Congress revised the tax code in several places to reflect this concept of accelerated depreciation.

· The 1986 tax reform eliminated or sharply reduced many of these accelerated depreciation rules.

· Thus, under current rules, “computers and peripheral equipment” must be depreciated over 5 years.  In the printing industry, most computer equipment is replaced within 2-3 years (according to a PIA study).  In addition, there isn’t much of a secondary market for used computer equipment in the printing industry.

· Thus, PIA wants to change the depreciation period for computer equipment from 5 years to 2 years.

· The printing industry is heavily computerized (PCs, scanners, image setters, image processors, etc.) and PIA has initiated efforts to change computer depreciation, even though any changes in the tax code will likely apply to other industries and possibly to all computers.

· The Internal Revenue Service (IRS) used to have the authority to change depreciation rules and schedules.  However, in the late 1980s, Bob Dole asked IRS to shorten the depreciation schedule for a particular industry and IRS instead lengthened the depreciation schedule for Dole’s pet industry.  At that point, Dole got Congress to pass language repealing IRS authority to change depreciation schedules.  So, PIA needs congressional action to change the depreciation rules for computer equipment.

· About 4 years ago, Mac Collins (R-GA) and Ben Cardin (D-MD), both members of the House Ways & Means Committee, introduced a bill to shorten the depreciation period for computers to 2 years.  When they realized the estimated cost in lost tax revenues (over $20 billion), Collins and Cardin changed their bill to apply only to computer equipment used in manufacturing.  Collins and Cardin have sponsored a similar bill in the 106th Congress (HR 1560).  “It helps us that Cardin is respected as one of the most thoughtful Democrats in the House.”

· Jerry Weller (R-IL), another Ways and Means member, has decided that he “wants to be the darling of the hi-tech industry.”  In addition, Weller is a focused, “pushy” person who is not about to be deterred by estimates of large revenue losses.  About 2 months ago, Weller offered a bill that would shorten the depreciation period for ALL computers to just 1 year (“direct expense” depreciation).

· Rep. Bill Archer (R-TX), chairman of the Ways and Means Committee, wants to dramatically overhaul depreciation schedules for several types of assets and property.  Archer has asked the Treasury Dept. to conduct a study of depreciation schedules and the best way to change them.  The Treasury report was due in April 2000, but it is not finished yet.  Archer will retire from Congress at the end of this year.

Prior Activity on the Issue

· PIA submitted comments to the Treasury Dept. on reducing the depreciation period for computer equipment and changing the tax code definition of “computers and peripheral equipment.”

· PIA got Collins and Cardin to introduce their bill about 4 years ago and again in the 106th Congress.

· We spent a lot of time meeting with Hill staff to educate them on the issue.  I talked to 100 Hill offices the first year the bill was introduced.  “Early on, we didn’t even ask members to support a bill right away.  We just wanted to explain the problem first.”

· We targeted Ways and Means members first.

Advocacy Activities Undertaken

· We are still holding meetings with Hill staff, focused primarily on the House side.  If we can get something through the House, we are confident that, with the help of Sen. Don Nickles, we can get the same bill through the Senate.

· We also have an ongoing grassroots effort.  Over 500 of our member companies have written to the legislators about this issue.

· Our annual Legislative Conference (in April), where CEOs and leaders of member companies come to DC and meet with legislators and staff, has focused on this issue the last two years (1999 and 2000).

· We also are getting Collins and Weller to lobby other Ways and Means Committee members.

Future Advocacy Activities Planned

· Work on Archer to try to pass a depreciation overhaul bill before he retires and get our bill attached to it, or find another vehicle to get our bill passed this year or next year.  If we can’t get the Collins/Cardin or Weller bills to move on their own, we will look at attaching one of them to another vehicle, which could be one of the following:

1. Archer’s effort to overhaul depreciation rules broadly

2. Merge our bill with other depreciation reform bills that target other industries

3. Budget reconciliation at the end of the year

Key Congressional Contacts/Champions

Rep. Mac Collins (R-GA) – Bo Bryant is key staffer

Rep. Jerry Weller (R-IL) – Jeanette Forcash is key staffer

Rep. Ben Cardin (D-MD)

Sen. Don Nickles (R-OK)

Key State Champions

None mentioned

Targets of Direct Lobbying

· House Ways and Means Committee

· Senate Finance Committee

· Senate party leaders

· Legislators with the most printers in their district

· Democratic districts where jobs are scarce (i.e., where printers are some of the most important employers).  Bobby Scott’s Richmond (VA) district is a good example, and Scott has become one of our supporters.

· We also target our longtime friends (e.g., Nickles).

Targets of Grassroots Lobbying

Same as direct targets

Coalition Partners (formal)

None yet

Informal Allies/Partners

· Rep. Weller’s former legislative director (Bill Himpler) now works for a consulting firm and is putting together a coalition to join us on this issue.

· National Federation of Independent Businesses (NFIB) is an ally, but I know they are not really active on this issue since I used to work for them.

· Chamber of Commerce might get involved in this issue.

· National Association of Manufacturers (NAM) is interested but not yet committed to the issue.

· The hi-tech industry likes what we’re doing on this issue but they have “bigger fish to fry” and are not active on this issue.

Main Arguments and Evidence

1. Tax neutrality – The tax code should be neutral.  It should not encourage or discourage economic activity.  In this case, the tax code slows economic growth because our members say they would replace computer equipment sooner if they could depreciate the value of computer equipment over a shorter period.

2. Tax equity – Other industries do not face tax rules that require them to keep obsolete equipment on the books.  The printing industry is treated unfairly by the current tax code.

3. Job creation and education – Our industry is somewhat unique in training and apprenticing workers who start with little formal education.  It is common for workers who start at minimum wage sweeping the floors to eventually become high-salaried, hi-tech employees.  With a fairer tax code, printing companies can modernize their equipment and train their workers in the latest technology sooner.

4. While Congress is at it, they should also change the definition of “computers and peripheral equipment,” which was written over 20 years ago.  [IRS cannot change this either because the definition is written in the tax code.]  For example, the current definition of “computer” requires the presence of a CPU within the casing, but our industry uses many computers that operate remotely, relying on CPUs in separate locations.

“I try to explain to Hill staff how our industry and other use computers, but I try not to know too much, so that I don’t get bogged down in technical details that cause listeners to stop paying attention.”

Secondary Arguments and Evidence

1. Current estimates of revenue loss attributed to the Collins and Cardin bill ($6.5 billion over 5 years) are based on “static scoring,” which assumes no change in behavior in response to the new depreciation rules.  If revenue losses were estimated using “dynamic scoring,” which anticipates how businesses will react to the new depreciation rules, the revenue losses don’t look as bad because we know that printing companies will buy more computers if they can depreciate the value sooner.

Targeted Arguments, Targets and Evidence

The tax equity and tax neutrality arguments tend to appeal to Republicans.

The job creation/education argument tends to appeal to Democrats.

Nature of the Opposition

There are no real opponents to our position.  The main impediments are (1) the difficulty in getting a tax bill through Congress and (2) the cost to the Treasury.

1) The only tax bills getting serious attention are the estate tax and the “marriage penalty,” which affect lots more people than our issue.  It’s hard to get people in Congress to pay attention to our issue and get involved in passing it.  The process of passing a tax bill is also so complex that our bill might not make it by itself.

Major Arguments and Evidence Articulated by Opposition

1. Cost to the Treasury.  The federal government will lose large revenues as a result of shortening the depreciation period for computers.  These lost revenues might be more wisely spent somewhere else.  The Joint Tax Committee in Congress scored the Collins-Cardin bill as costing $6.5 billion over 5 years.  Some estimate the Weller bill as costing $20 billion over 5 years, “but it’s going to cost a whole lot more than that.”

Secondary Arguments and Evidence Articulated by the Opposition

None mentioned

Targeted Arguments and Evidence Articulated by the Opposition

None mentioned

Described as a Partisan Issue

Not exactly, although members of different parties respond to different arguments.  Plus, Republicans tend to support our position more strongly.

Venues of Activity

House of Representatives

U.S. Senate

Treasury Dept.

Action Pending or Taken by Relevant Decision Makers

· Awaiting Treasury report on depreciation schedules

· Awaiting action by Congress to change depreciation schedules

Policy Objectives and Support for/Opposition to the Status Quo

PIA wants to change the status quo

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

Worked for 10 years on the Hill


2.5 years for Barber Conable (R-NY) - 


2.5 years for Robin Bearden (TN) – tax and civil rights issues


5 years for Bill Armstrong (R-CO) – foreign policy and human rights

Worked for 6 years on labor issues as a lobbyist for National Federation of Independent Businesses (NFIB)

I’ve been at PIA for 5 years – “I love working here.”

Reliance on Research: In-house/External

Internal

· PIA has an Economic Research Dept. that does studies on the printing industry (trends in costs and supplies, benefits and human resource issues, etc.).  They often do surveys of our member companies as part of their research (e.g., survey of computer usage and replacement among member companies was used for this issue).

· We also poll our members to find out what issues are most important to them.

External

· We sometimes hire a tax attorney to help with legal research and advice.  We did that on the computer depreciation issue, but it was only helpful to a point because the tax expert was mostly interested in the general depreciation tax angle, whereas we are mainly interested in the computer angle (allowing member companies to upgrade sooner).

· We also hired a CPA firm that specializes in printing to help us with accounting estimates for the depreciation issue.

Finally, some of the research is simply me “slogging through all of these issues.”

Number of Individuals Involved in Advocacy

3 Hill lobbyists, plus 3 more who do regulatory and compliance work (6 total).

Units in Organization Involved in Public Affairs/Policy

· Govt. Affairs Dept. 

· Human Resources Dept.

· Political Action Committee (PrintPAC)

Advocate’s Outstanding Skills/Assets 

Didn’t ask

Type of Membership: None, Institutions, Individuals, Both

Institutions

Membership Size

13,780 members


roughly 12,000 printing companies


roughly 2,000 associate members (university printing offices, suppliers, etc.)

Organizational Age

113 years (founded in 1887)

Miscellaneous

Documents:  PIA letter with comments for Treasury Dept. report, PIA background information on the computer depreciation issue.

Web site: www.gain.net
Follow-up in January 2001
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