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The Senate met at 9 a.m. and was
called to order by the President pro
tempore [Mr. THURMOND].

PRAYER

The Chaplain, Dr. Lloyd John
Ogilvie, offered the following prayer:

Lord God, we want to be so com-
mitted to You, so filled with Your spir-
it, so open and expectant of Your bless-
ings and so willing to be surprised by
Your goodness, that we will be sponta-
neous people. We long to be ‘‘all-sig-
nals-go!”’ leaders who can respond to
life’s opportunities and challenges with
immediacy and intensity. It is so easy
to be navigated by negativism into the
eddies of stagnation. Instead, we step
into the fast-moving currents of the
river of Your spirit and are carried
along by supernatural power. We ac-
cept the gift of enthusiasm and wel-
come life expectantly. We are open to
Your serendipities and we are thankful
for all You will do to help us. We greet
the future as a friend. Help us to be a
lift and not a load, a blessing and not
a burden, to the people around us. We
dedicate this day to spontaneous pray-
er, moment-by-moment relationship
with You that will give us responsive-
ness to the many splendored thing we
call life. In the name of our Lord and
Savior. Amen.

———

RECOGNITION OF THE ACTING
MAJORITY LEADER

The PRESIDENT pro tempore. The
able chairman of the Judiciary Com-
mittee is recognized.

Mr. HATCH. Thank you, Mr. Presi-
dent.

SCHEDULE

Mr. HATCH. Mr. President, on behalf
of the majority leader, I announce that
today the Senate will begin consider-
ation of Senator FEINSTEIN’s amend-
ment to Senate Joint Resolution 1, the
balanced budget amendment. Under a
previous agreement, there will be 2

Senate

hours of debate on Senator FEINSTEIN’S
amendment with a vote occurring on or
in relation to that amendment at 11
a.m.

Following the vote, Senator
TORRICELLI will be recognized to offer
an amendment relating to capital
budgeting. Senator TORRICELLI’S
amendment is limited to 3 hours of de-
bate, with a vote expected at the expi-
ration or yielding back of any debate
time.

Following disposition of Senator
TORRICELLI'’S amendment, the Senate
will continue with amendments to the
balanced budget amendment. There-
fore, all Senators should anticipate ad-
ditional votes throughout today’s ses-
sion. I thank all of our colleagues for
their attention.

———

RESERVATION OF LEADER TIME

The PRESIDING OFFICER (Mr.
HAGEL). Under the previous order, the
leadership time is reserved.

———

BALANCED BUDGET AMENDMENT
TO THE CONSTITUTION

The PRESIDING OFFICER. The Sen-
ate will now resume consideration of
Senate Joint Resolution 1, which the
clerk will report.

The assistant legislative clerk read
as follows:

A joint resolution (S.J. Res. 1) proposing
an amendment to the Constitution of the
United States to require a balanced budget.

The Senate resumed consideration of
the joint resolution.

Pending:

HOLLINGS-SPECTER-BRYAN amendment No.
9, to add a provision proposing an amend-
ment to the Constitution of the United
States relating to contributions and expendi-
tures intended to affect elections.

LEAHY (for KENNEDY) amendment No. 10, to
provide that only Congress shall have au-
thority to enforce the provisions of the bal-
anced budget constitutional amendment, un-
less Congress passes legislation specifically
granting enforcement authority to the Presi-
dent or State or Federal courts.

GRAHAM-ROBB amendment No. 7, to strike
the limitation on debt held by the public.

The PRESIDING OFFICER. Under
the previous order, the Senator from
California, [Mrs. FEINSTEIN] is recog-
nized to offer an amendment with the
time between 9 a.m. and 11 a.m. to be
equally divided in the usual form.

Mrs. FEINSTEIN. I thank the Chair.
Good morning, Mr. President.

Mr. President, I ask unanimous con-
sent that my legislative director, Susy
Elfving, be permitted to be on the
floor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mrs. FEINSTEIN. I thank the Chair.

AMENDMENT NO. 11
(Purpose: To propose a substitute)

Mrs. FEINSTEIN. Mr. President, I
send an amendment in the nature of a
substitute to the desk, and I ask for
the yeas and nays.

The PRESIDING OFFICER. The
clerk will report the amendment first.

The assistant legislative clerk read
as follows:

The Senator from California [Mrs. FEIN-
STEIN] for herself, Mr. DURBIN, Mr.
TORRICELLI, and Mr. CLELAND, proposes an
amendment numbered 11.

Mrs. FEINSTEIN. Mr. President, I
ask unanimous consent that further
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

Strike all after the resolving clause and in-
sert the following:

That the following article is proposed as an
amendment to the Constitution, which shall
be valid to all intents and purposes as part of
the Constitution when ratified by the legis-
latures of three-fourths of the several States
within seven years after the date of its sub-
mission to the States for ratification:

“ARTICLE —

“SECTION 1. Total outlays for any fiscal
yvear shall not exceed total receipts for that
fiscal year, unless three-fifths of the whole
number of each House of Congress shall pro-
vide by law for a specific excess of outlays
over receipts by a rollcall vote.
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“SECTION 2. The limit on the debt of the
United States held by the public shall not be
increased, unless a majority of the whole
number of each House shall provide by law
for such an increase by a rollcall vote.

‘““SECTION 3. Prior to each fiscal year, the
President shall transmit to the Congress a
proposed budget for the United States Gov-
ernment for that fiscal year, in which total
outlays do not exceed total receipts.

“SECTION 4. No bill to increase revenue
shall become law unless approved by a ma-
jority of the whole number of each House by
a rollcall vote.

““SECTION 5. The Congress may waive the
provisions of this article for any fiscal year
in which a declaration of war is in effect.

“The provisions of this article may be
waived for any fiscal year in which the
United States is engaged in military conflict
which causes an imminent and serious mili-
tary threat to national security and is so de-
clared by a joint resolution, adopted by a
majority of the whole number of each House,
which becomes law.

“The provisions of this article may be
waived for any fiscal year in which the
United States is experiencing a national eco-
nomic emergency or major natural disaster,
which is so declared by a joint resolution,
adopted by a majority of the whole number
of each House, which becomes law.

‘“SECTION 6. The Congress shall enforce and
implement this article by appropriate legis-
lation, which may rely on estimates of out-
lays and receipts.

‘““SECTION 7. Total receipts shall include all
receipts of the United States Government ex-
cept those derived from borrowing. Total
outlays shall include all outlays of the
United States Government except for those
for repayment of debt principal. Effective
one year after the effective date of this arti-
cle, the receipts (including attributable in-
terest) and outlays of the Federal Old-Age
and Survivors and Disability Insurance
Trust Funds (as and if modified to preserve
the solvency of the Funds (as and if modified
to preserve the solvency of the Funds) used
to provide old age, survivors, and disabilities
benefits shall not be counted as receipts or
outlays for purposes of complying with this
article.

‘““SECTION 8. Nothing in this article shall
preclude the authority to enact and imple-
ment a separate capital budget for those
major capital improvements which require
multi-year Federal funding, and which would
be excluded from the requirements of section
7 of this article.

“SECTION 9. This article shall take effect
beginning with fiscal year 2002 or with the
second fiscal year beginning after its ratifi-
cation, whichever is later.”.

Mrs. FEINSTEIN. Mr. President, the
amendment I have just sent to the desk
essentially differs from the Senate
Joint Resolution 1, the majority bal-
anced budget amendment, in just four
ways. I would like to quickly summa-
rize the distinctions and then go over
each one of them and explain why I be-
lieve this amendment will stand the
test of scrutiny. This substitute ap-
proach, in my view, represents how we
need to address the balanced budget
amendment.

Mr. President, we have just had quite
a bit of debate on the Reid amendment.
The arguments have been made as to
why the Social Security trust funds,
should be removed from the unified
budget. This amendment would allow
Social Security trust funds to continue
to remain as part of the unified budget
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up to the point Congress achieves bal-
ance, which has been estimated at 2002.
The administration and Congress have
both indicated a commitment to bal-
ancing the budget by 2002. This amend-
ment respects that goal.

The amendment would require that 1
year after enactment, whenever the
amendment is ratified by three-quar-
ters of the legislatures of the States,
the amendment would go into effect
and be binding. If the amendment be-
comes effective in 2002, the year in
which bipartisan consensus exists for
balancing the budget, the year in
which Social Security would be ex-
cluded would be 2003. This provides an
opportunity to transition away from
our current reliance on the Social Se-
curity trust funds to offset deficit
spending in other areas and reach bal-
ance under a balanced budget amend-
ment.

As Senator HATCH will recall, last
year when the amendment was on the
floor, we held some negotiations to try
to reach agreement. Many of us feel
very strongly that Social Security
should not be part of balancing the
budget. We had some negotiations to
review whether we might agree to a
balanced budget, that excluded the So-
cial Security trust funds, by the year
2008. The majority did not support the
approach and the response to the offer
was that it is too difficult to balance
the budget if you withdraw Social Se-
curity trust funds from the unified
budget. I have given that considerable
thinking and believe that if we use it
up to the point of balance, and then
separate it out, that gives time to ad-
just to this withdrawal of Social Secu-
rity. My amendment prohibits the use
of the Social Security trust funds after
Congress has reached balance and
would prohibit the use of the trust
funds thereafter.

My amendment’s second point would
retain restrictions on lifting the debt
limit. However, it would require a ma-
jority vote, rather than a three-fifths
vote, as the majority balanced budget
amendment provides.

The third point of the amendment
would permit Congress to respond to
serious economic emergencies or major
national disasters. Without that, a
bailout for a California earthquake
would have to be paid for within the
confines of balanced outlays and ex-
penditures. A savings and loan bailout
would have to be offset by cuts else-
where in the budget, balancing revenue
and expenditures. This balance, if the
Nation faced an economic emergency
or major natural disaster, would be
much more difficult to achieve in the
outyears.

Fourth, this amendment would clar-
ify that passage of the amendment
would not prohibit Congress from de-
veloping a capital budget. It does not
mandate a capital budget, but as has
been made clear by Senator TORRICELLI
and others, the majority amendment
would essentially prevent the Federal
Government of the United States of
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America from ever developing a capital
budget. A capital budget has been a
useful budget structure for many of the
States, as you know from experience,
Mr. President, and many of the cities,
as I know. These cities and States have
capital budgets separate and distinct
from their operating budgets. They
fund these capital budgets for physical
assets, like buildings, bridges, and
highways, in a multiyear funding
mechanism. This structure could make
sense for the Federal Government as
well, and we should not close the door
on this option. Unfortunately, the ma-
jority balanced budget amendment
does precisely that.

So these are the four points of dif-
ference. I would like to elaborate on
these concerns.

Let me just tell you why I feel so
strongly about Social Security. To
begin with, Social Security is already
separate and discreet. Every worker,
workers in your family and in my fam-
ily, have 6.2 percent of their paycheck
deducted every month for FICA taxes.
This is matched by 6.2 percent from
every employer in the country for a
total of 12.4 percent FICA contribution.
Workers are told that this money goes
into a trust fund to be used for their
retirement, invested by the Federal
Government, so it will be there when
they retire for their Social Security
benefits. This I view as a solemn
pledge. The workers are never told that
the 12.4 percent FICA contribution is
actually part of the unified budget.
They are never told their payments, in
fact, support the purchase of a battle-
ship, or the payment of a lawyer’s sal-
ary, or the payment of a clerk’s salary,
or the building of a highway or for any
other activity of our Government’s
general operations.

Now, this is also wrong because of
the looming retirement of the baby
boom generation. Analysts concluded
Congress needed to increase FICA taxes
a while back to be able to provide for
the retirement of our large baby boom
generation. Well, the taxes were in-
creased, but, again, the funds are part
of the unified budget and they support
a battleship, a lawyer, a clerk, recre-
ation programs, and so on and so forth.

I think that is wrong. I also think
the Congress recognized it was wrong
when this House, virtually unani-
mously, enacted the Hollings resolu-
tion in 1990. As you know, the Hollings
resolution said, henceforth, we will not
include Social Security as part of the
unified budget.

The majority amendment essentially
enshrines in the Constitution, for all
time, the use of Social Security trust
funds as part of the unified budget. The
funds will be used to pay for every sol-
dier, every battleship, every highway,
every clerk, and every park employee
of the Federal Government.

I think this is wrong. I think it is
wrong morally, I think it is wrong
ethically, and I think if it were ever
tested, it would be found to be wrong
legally, as well. But we have been using
the Social Security trust funds and we
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are in a budget hole as a result. It is
really a catch-22 situation. The only
way out is to amend this majority bal-
anced budget amendment, and this is
what I propose to do.

Now, let me give you some idea of
the challenge Social Security faces.
This chart represents the Social Secu-
rity trust funds, between 1996 and 2002.
According to the Social Security Ad-
ministration data, we use approxi-
mately $570 billion of these surplus
trust funds to balance the budget. Be-
tween 2002 and 2019 we use $1.8 trillion
of Social Security trust funds part of
the unified budget. My amendment rep-
resents a compromise, if you will. The
amendment recognizes how difficult it
is to balance the Federal budget with-
out the Social Security trust funds. We
will only use the $570 billion up to 2002,
and after 2002, these funds will be sepa-
rated out from the unified budget.
These Social Security receipts will re-
main in a separate and discreet trust
fund. They will not be used to pay for
a battleship or a soldier or a clerk’s
salary or a lawyer’s salary or anything
else. That is $1.8 trillion that will es-
sentially be saved to pay for retire-
ments. This restriction makes the task
of shoring up the long-term solvency of
Social Security, which the majority
balanced budget makes more difficult,
a lot easier to achieve.

As a former mayor, I know that one
of the things you do to really assess
spending at any government level is
look at outlays. Outlays are dollars the
government actually spends. If you
look at outlays, you will see in 1995,
more than 50 percent of all of the
money spent by the Federal Govern-
ment was essentially spent for entitle-
ments, like Medicare, Medicaid, Social
Security, and welfare, and 14 percent
was dedicated to pay interest on the
debt. Interest, which buys nothing, has
doubled since 1969. Therefore, if you do
nothing by the year 2003, almost 75 per-
cent of all of the outlays of the Federal
Government are effectively Medicare,
Medicaid, Social Security, welfare, and
interest on the debt. The spending
trends are what really motivates me,
and I hope others, to accept a constitu-
tional balanced budget amendment.

These spending priorities will run
into each other and it becomes more
difficult to balance the budget under
any balanced budget amendment. One
has to understand what we are going to
protect. I think Social Security is
critically important to protect for a
number of reasons.

If we look at the funding patterns for
Social Security, Social Security rev-
enue, payroll taxes and interest that
has built up a surplus, begins to drop
around 2019. As soon as these funds
begin to drop, Social Security outlays
begin to exceed our Social Security
revenue. Under the majority balanced
budget amendment, total expenditures
and the outlays meet. When outlays ex-
ceed our revenue, Congress either has
to increase taxes, cut Social Security
payments or cut other programs or in

CONGRESSIONAL RECORD — SENATE

some way find revenues so that those
outlays and expenditures match. This
is the significance of the Congressional
Research Service memo that has been
discussed by several Senators. So as it
goes straight down, every year you
have to either make deeper cuts, in So-
cial Security or somewhere else, or you
have to increase taxes just to pay these
Social Security checks.

Now, is this fair? Is this what we
want to do? Is it fair in these outyears
to place Social Security recipients so
deeply at risk? I have come to the con-
clusion that it is not fair, that it is not
the right thing to do. Therefore, my
amendment would permit the use of
the Social Security trust funds up to
2002 and remove it from the unified
budget thereafter.

Critics suggest this amendment cre-
ates a big problem in the year 2003.
However, this amendment would also
provide the ability to develop a capital
budget. Our Nation has significant cap-
ital needs, yet we are underinvesting in
this important area. In 1965, the United
States invested 6.3 percent of its budg-
et in infrastructure spending. We built
the Nation’s highways, we built
bridges, we built other major projects
which benefit this Nation. This is not a
nation whose population is going down.
It is a nation whose population is in-
creasing and a growing population has
infrastructure needs. However, by 1992,
our investment in capital infrastruc-
ture declined to 3 percent of the budg-
et. When push comes to shove, Con-
gress reduces capital spending, drop-
ping those things that enable us to pro-
vide a decent quality of life for our
citizens, such as the ability to get to a
job without gridlock or the ability to
travel over a bridge on a Federal high-
way that is not going to fall down. Our
infrastructure has been decaying and it
needs adequate funding.

More than one-third of the major
highways of the United States, rep-
resenting one-quarter of a million
miles, are in poor or mediocre condi-
tion and need to be repaired. Approxi-
mately 25 percent of our 570,000 high-
way bridges are described as struc-
turally deficient, or functionally obso-
lete. What does this say? We are be-
coming capital poor in infrastructure.

Those of us that have been Governors
and mayors know that one of the prime
responsibilities of government is infra-
structure, something that is not very
sexy for the public. Our responsibilities
are the streets, keeping potholes off of
streets, keeping bridges and roads in
good repair and minimizing the risk of
accidents for people. I contend we can-
not do that under the restrictions of
this balanced budget, unless, at some
point in the future, Congress has the
ability to enact a capital budget and to
fund long-term capital improvements
on a multiyear basis rather than in
cash up front as is done now.

If you take 2 percent of GDP as your
measure of investment, it would be
about $160 billion right now. Congress
could create a limit based on a percent-
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age of GDP. I think we spend about $140
billion now. So if you wanted to ratch-
et it up, to permit a higher level of in-
vestment, you would simply set a limit
at a higher percent of GDP.

The limit would operate similar to a
kind of bond limit, as we use in States.
The Government would have a certain
bonding capacity and you would stay
within the limit of that bonding capac-
ity, which would reflect our economic
strength, interest payments, and pay-
back schedule and similar factors.

I think it makes tremendous sense. I
think that without providing for a cap-
ital budget, we undermine our Nation’s
ability to do and carry out one of the
most important responsibilities of a
Federal Government, the providing of
safe and adequate Federal infrastruc-
ture for the future of our people.

Now, let me speak about the eco-
nomic emergency. The majority
amendment does not provide for an
economic emergency. In an economic
emergency, it is important that the
automatic stabilizers be able to func-
tion. It is important that we be able to
respond to extreme and serious na-
tional emergencies, whether this be a
major depression or, I might say, a sav-
ings and loan crisis, that develops in
the future, or another crisis. Congress
was forced to spend an additional $135
billion to clean up the fiscal mess of
the savings and loan crisis in the 1980’s
and 1990’s. These costs weren’t antici-
pated and they weren’t projected. Yet,
we had to honor the United States’
commitment to protect depositors.

If Senate Joint Resolution 1 were in
place, Congress would have been forced
to cut the budget by $66 billion in 1991,
to meet its savings and loan bailout ob-
ligations in that year, by cutting edu-
cation, cutting highways, cutting
crime fighting and other priorities in
order to pay off depositors. Now, is
that really the situation we want to
place ourselves in for, not just 10 or 15
years, but in perpetuity, forever and
ever and ever?

If you asked me in the 1960’s or 1970’s,
would I ever think that these savings
and loans would default, the answer
would have been no. But the fact of the
matter is that they did. The fact of the
matter is that the cost to the Federal
Government was $135 billion, and in
1991 this Congress ponied up $66 billion.
Now, that is $66 billion that would be
pitted against the purchase of a new
battleship or soldiers’ salaries or their
cost-of-living raise, or a clerk in the
Agriculture Department, or a lawyer in
the Justice Department. That is the in-
escapable truth of budgeting.

Therefore, the majority amendment
prohibition on the development of a
capital budget, even if this or a future
Congress believes it would be necessary
or prudent or wise to enact one, I
think, is a major error. Consequently,
my amendment would permit Congress
to develop a capital budget in the fu-
ture.

Now, let me briefly address extending
the debt limit. A three-fifths vote in
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Government is something you do when
you really want the minority to con-
trol the process. We are a representa-
tive democracy. We represent the peo-
ple, and the bulk of votes in a rep-
resentative democracy are a majority.
The majority speaks. All of you down
there, Mr. and Mrs. America, how
many of you favor more police on your
streets? The hands go up. A majority.
How many favor more firefighters?
Hands go up. A majority. We reflect
those views when we come back to the
Congress. We generally know what the
majority believes. It is very hard to
know what a minority really believes,
and this gives inordinate power to a
minority.

People often argue it is easy to re-
ceive a majority vote. That is wrong
and let me try to show you how wrong
it is. Since 1990, no budget resolution
or conference report has received a
three-fifths majority. Since 1990, no
vote to raise the debt limit has re-
ceived a three-fifths majority.

In 1985, the Gramm-Rudman-Hollings
law was adopted in the Senate by a
vote of 51 to 37.

The 1990 budget reconciliation bill
was passed with a budget vote of 54 to

5.

The 1993 Omnibus Budget Reconcili-
ation Act was passed with a vote of 51
to 50.

The 1995 budget reconciliation bill
was adopted on a vote of 52 to 47.

The 1995 temporary debt limit in-
crease was adopted on a vote of 49 to
47.

If that doesn’t demonstrate that ma-
jority votes even are tough to get, I
don’t know what does.

Now, the issue here is, what happens
if the debt limit isn’t extended, and
what happens if we permit 41 people to
make that determination? Well, we
just saw that. The Government shuts
down. We default on our obligations.
The full faith and credit is cast in
doubt.

I think it is a huge mistake to put
forward a balanced budget amendment
that would permit a minority in Con-
gress to hold the Government hostage,
shut it down, bring it to the brink of
default, risk the loss of our full faith
and credit, and the respect that goes
with it. This gives 41 Senators and 179
House Members the power to hold this
Nation’s credit hostage during budg-
etary disagreements. So I think it is a
big, big mistake.

In closing, I am pleased to submit
this amendment on behalf of Senators
TORRICELLI, DURBIN, and CLELAND.

Essentially, this amendment Kkeeps
Social Security as part of the unified
budget up to the point we reach bal-
ance. As I mentioned, approximately
$5670 billion will be taken from the trust
funds and used to balance the budget
by 2002. The amendment separates So-
cial Security out at the point of bal-
ance and is able to retain $1.8 trillion
of Social Security trust funds outside
of the unified budget for the future.
This means Social Security will re-
main financially viable much longer.
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Social Security is critical for many
recipients. Fourteen percent of people
on Social Security today are totally
dependent on it. Social Security pre-
vents abut 57 percent of beneficiaries
from falling into poverty. It is impor-
tant to protect it. It is the one Govern-
ment program, beyond all others, that
guarantees that people in their golden
years will have an opportunity for a de-
cent quality of life.

Second, this amendment provides for
a national economic emergency. I have
spoken about the savings and loan bail-
out, an unpredictable event, which cost
the Treasury $135 billion, a $66 billion
appropriation in 1991, alone. Emer-
gencies occur and will need congres-
sional attention. The majority amend-
ment will undermine our ability to ad-
dress emergency needs.

Third, this amendment does not man-
date a capital budget, but it would say
that the Constitution does not prohibit
the development of a capital budget if
a majority of the Congress desires to
develop and implement one.

Fourth, +this amendment would
change the restrictions on extending
the debt limit from three-fifths to a
majority vote. I am a member of the
Judiciary Committee and attended the
hearings and listened to the testimony.
I sincerely believe, that my amend-
ment is a balanced budget amendment
that will stand the test of time and has
an opportunity to be ratified by three-
fourths of the State. The Senate should
adopt this amendment.

I thank the Chair. I yield the floor
for the moment.

Mr. ENZI. Mr. President, I have a
question on some of the things the Sen-
ator has been talking about on capital
budgeting.

Could the Senator give me a little
better definition of what she is talking
about with capital budgeting? Is the
Senator talking about all capital
projects being off budget? Are we talk-
ing about that? What kind of limita-
tions do we have on what can be a cap-
ital budget item?

Mrs. FEINSTEIN. I am happy to an-
swer that question. I want to read my
amendment’s specific language. The
language does not talk about any spe-
cific capital budget plan. All the lan-
guage says is ‘“‘Nothing in this article
shall preclude the authority to enact
and implement a separate capital budg-
et for those major capital improve-
ments which require multi-year fund-
ing and which would be excluded from
the requirements of section 7.”” That is
the requirement that outlays and ex-
penditures balance.

I will tell the Senator what I would
develop a capital budget. I would set a
basic amount of capital. Whether that
amount would be anything above $5
million, $10 million, $15 million, or $20
million would be up to the Congress.
But you set the basic amount for major
capital purchases, for bridges, office
buildings, or a battleship, whatever
you want that to be. Also, because you
float debt to be able to fund these
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items, you would also set a debt limit.
That would most likely be a percentage
of our Gross Domestic Product. For ex-
ample, 2 percent of GDP would provide
about $160 billion, 3 percent would be
more, and so on.

As I mentioned, we have dramati-
cally dropped our infrastructure spend-
ing. It was 6 percent of the budget in
the 1960’s. It is now down to 3 percent
of the budget.

Mr. ENZI. So the amendment really
says that there won’t be any restric-
tion on doing capital budgeting, which
is exactly where we are at the moment.

Mrs. FEINSTEIN. No. I respectfully
direct the Senator to the amendment.
It simply says, ‘“‘Enact and implement
a separate capital budget.”

With every constitutional amend-
ment, as the Senator well knows, the
Congress would enact enabling legisla-
tion. The Congress would sit down and
develop a capital budget if one was de-
sired. My amendment does not man-
date one, but if they felt that a capital
budget was worthy and desirable and
needed by this Nation, they would sit
down and discuss the legal parameters
and develop the legislation.

All this does is permit it. That is all.

Mr. ENZI. I did read it. It says,
““Nothing in this article shall preclude
authority.” It doesn’t give authority to
do it. It just eliminates the preclusion
of doing it. It does not define what
major capital improvements are. All of
the things that the Senator from Cali-
fornia has in section 8 could be done in
enabling legislation under a balanced
budget constitutional amendment.

Mrs. FEINSTEIN. No, I disagree.
Under the majority amendment it
could not be done because, in the ma-
jority balanced budget amendment ex-
penditures must equal outlays in every
year. Therefore, you could not provide
multi-year financing of major capital
projects by floating debt. You have to
meet the expenditures. Every opinion
we have had says that the development
of a capital budget would be prohibited.

Mr. ENZI. Does this mean under this
that if education is more than a $5 bil-
lion expenditure, that education would
be a capital expenditure?

Mrs. FEINSTEIN. No. As I under-
stand it, for example, title I would not
be a capital expenditure. The money
that is given to poor children, which is
I think the largest expenditure, would
not be a capital expenditure. Capital
expenditure would be reserved for in-
frastructure.

Mr. ENZI. In the President’s budget I
notice that he listed social investment
as a capital expenditure. That is why I
was asking the question about edu-
cation. I am concerned that the capital
budget procedure is just an attempt to
be able to move everything outside of
the normal budgeting procedure so, in
fact, we do not have to balance the
budget. That is why I want more defi-
nition on what is meant by ‘‘capital
budget.”

Mrs. FEINSTEIN. Mr. President, I
appreciate that very much. Perhaps
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one way of answering this would be to
place in the RECORD a letter sent to
Senator DASCHLE by the Secretary of
the Treasury on February 3. Let me
simply read one sentence. Referring to
the majority amendment, the Sec-
retary writes:

The amendment as drafted does not distin-
guish between capital investment and cur-
rent spending. Outlays are defined as ‘‘all
outlays in the United States except for those
for repayment of debt principal.” Even if
Congress were to create a separate capital
budget by statute, outlays from that budget
would still be ‘‘outlays of the United
States.” Under the majority amendment, a
capital budget would be prohibited.

Mr. President, I ask unanimous con-
sent that this letter be printed in the
RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

DEPARTMENT OF THE TREASURY,
Washington, DC, February 3, 1997.
Hon. THOMAS A. DASCHLE,
U.S. Senate,
Washington, DC.

DEAR MR. LEADER: You asked for our views
on whether the Balanced Budget Amendment
(the Amendment), as currently proposed,
would allow Congress to establish a separate
capital budget unconstrained by the Amend-
ment. We discussed this with counsel and, in
our view, the present language of the Bal-
anced Budget Amendment would not allow
for statutorily exempting capital expendi-
tures from the Amendment’s requirement
that ‘‘total outlays for the year shall not ex-
ceed total receipts for that fiscal year.”
Your inquiry illustrates the inflexibility of
the Amendment.

The Amendment as drafted does not distin-
guish between capital investment and cur-
rent spending. Outlays are defined as ‘all
outlays of the United States except for those
for repayment of debt principal.” Even if
Congress were to create a separate capital
budget by statute, outlays from that budget
would still be ‘‘outlays of the United
States.” Indeed, a provision in such a statute
that capital expenditures were not ‘‘outlays
of the United States” for purposes of the
Balanced Budget Amendment would be un-
constitutional because, under fundamental
principles of statutory construction, it
would be at odds with the express language
and intent of the Amendment.

Proponents of the Balanced Budget
Amendment cite the state experience with
balanced budget requirements as precedent
for a federal Constitution amendment. In re-
lation to your specific question regarding
capital budgets, most state requirements are
not analogous because spending for capital
investments does not have to be offset.
States with balanced budget provisions gen-
erally have separate operating and capital
budgets. Many states require only the oper-
ating budget to balance—a situation prohib-
ited by the Amendment. Although the re-
maining states with balanced budget provi-
sions also require the capital budget to bal-
ance, they include bond financing for capital
expenditures as a receipt. In other words, in
these states, capital funds may use borrowed
funds to balance—a solution expressly barred
by the definition of receipts in the present
Balanced Budget Amendment.

Proponents of a capital budget argue that
the absence of a capital budget has reduced
investments in infrastructure and other cap-
ital improvements that would add to future
growth. I do not believe we should move to a
capital budget, but under different -cir-
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cumstances in the future, others might want
to do so. The Balanced Budget Amendment
before you now would prevent us from mov-
ing to a separate capital budget, even if we
wanted to.

I hope this answers your question. We
would be happy to respond to any further in-
quiries you may have.

Sincerely,
ROBERT E. RUBIN.

Mr. ENZI. Mr. President, does the
amendment of the Senator from Cali-
fornia create kind of a loophole,
though, by not defining what ‘‘capital
expenditure’” is even in the slightest
way?

Mrs. FEINSTEIN. It does permit a
separate capital budget for major cap-
ital improvements. I believe it would
be foolish to put strictures in the Con-
stitution of the United States. It seems
to me that the Constitution of the
United States should provide general
concepts, and the specifics of those
concepts should be worked out by the
Congress of the United States.

Mr. ENZI. So the Senator is sug-
gesting, then, that there would have to
be a much greater detail on the ena-
bling legislation?

Mrs. FEINSTEIN. Absolutely, as
there is with every amendment to the
Constitution. Implementing legislation
carries with it court tests and stand-
ards regarding how the legislation is to
be carried out.

The PRESIDING OFFICER
SANTORUM). Who yields time?

Mrs. FEINSTEIN. Mr. President, may
I ask the distinguished Senator from
Illinois how much time he would re-
quire? Ten minutes?

Mr. President, how much time re-
mains?

The PRESIDING OFFICER. The Sen-
ator from California has 31 minutes.

Mrs. FEINSTEIN. I am happy to have
the Senator use as much time as he
wishes.

The PRESIDING OFFICER. The Sen-
ator from Illinois.

Mr. DURBIN. Mr. President, I thank
the Senator from California for yield-
ing time.

I rise in support of the Feinstein sub-
stitute. I think that we ought to re-
flect for a moment what we are about.
This is not the passage of a congratula-
tory resolution, nor is it enactment of
a law which can be reconsidered at a
later date. We are talking about
amending the Constitution of the
United States. In the last 205 years of
our history we have done that 17 times.
We should pause and reflect, and I
think reflect on what the Senator from
California has noted as the obvious
flaws and weaknesses in the balanced
budget amendment that 1is being
brought to us today.

Last night, many Members of the
Senate were given the opportunity to
visit the National Archives. I have to
tell you quite honestly that in all the
yvears I have lived in Washington I have
not done that. I did last night, and saw
the original of our Constitution. Just
stopping for a moment, pausing, and
looking at this great document in its
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original form humbles anyone who
would call himself a modern day legis-
lator. If we are to change the words of
that great document, let us take care
to do it rationally, calmly, and in a
way that can be defended for decades to
come.

I am concerned that this whole de-
bate over the balanced budget amend-
ment has taken on a different style, a
different life of its own, a different ve-
locity than most political issues.

We have over the last 10 or 15 years
in Washington come to believe that
this balanced budget amendment is the
answer to America’s prayers. Those
who support it would suggest if we
could just pass the balanced budget
amendment, then things will be bet-
ter—our debt lessened; interest rates
will come down; the economy will forge
forward helping everyone: businesses,
working families alike.

I do not doubt that some of those
suggestions are true, but I think we
should pause for a moment and really
reflect on whether or not we are exag-
gerating the impact of this amend-
ment, whether we are overstating the
case. We in America have done that
many times in our history. We have
found what we considered to be those
silver bullets, those big fixes that this
Congress, many of its supporters, came
forward with and said this is what we
will do to change America and its fu-
ture.

For a moment, as we reflect about
the historical impact of this debate, let
us consider some of the big fixes in
American history. Consider, for exam-
ple, the battle for free silver. The free
silver movement in the late 19th cen-
tury called for unlimited free coinage
of silver at a time when unstable eco-
nomic factors were causing devastating
economic depressions. Proponents of
free silver, including the People’s or
Populist Party, agrarian interests, and
silver miners, thought that free coin-
age of silver would increase the money
supply, drive up the prices of agricul-
tural products and help struggling
farmers and working families.

In the famous speech of William Jen-
nings Bryan, of Illinois, ‘“‘Thou shalt
not crucify mankind on a cross of
gold” was his basic plea for free silver.
He believed, as did many in his time, if
we just had free silver, that would be
what America’s economy needed to
prosper.

We hear echoes of William Jennings
Bryan in the Chamber in this debate: if
we just have a balanced budget amend-
ment, then our Nation’s problems will
be solved. But some of us reflect on the
fact that without a balanced budget
constitutional amendment we are mak-
ing real progress. We are, in fact, mov-
ing toward a balanced budget. We have
seen more deficit reduction in the last
4 years than any time in this century.
Our economy is moving forward, cre-
ating millions of jobs and opportunities
for family farmers, for small busi-
nesses, for working families. And so as
to the big fix of the balanced budget
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amendment, one has to question
whether or not it is truly necessary to
put this in our Constitution.

Of course, after the free silver move-
ment came another solution, the gold
standard. This was an idea that had
been kicking around for a long time.
Unfortunately, it was too simplistic.
Changes in the supply of gold were tied
to mining discoveries rather than eco-
nomic progress and caused shifts in
commodity prices unrelated to the
economy. The Gold Standard Act of
1900 reaffirmed the gold standard of the
time, but by limiting the amount of
base money in the economy the gold
standard failed to allow the contrac-
tion and expansion of America’s money
supply. As the efforts to maintain the
gold standard helped deepen the De-
pression, our Nation was forced to shift
away from that gold standard. By 1971,
dollars could no longer be exchanged
for gold at an official rate. In 1976, the
statutory link between the dollar and
gold was officially severed.

I can tell you, after 14 years of serv-
ice in the House, there were many of
my colleagues during that period of
time who still believed passionately in
the gold standard. They felt that if we
returned to a gold standard, America’s
economy would spring forward—echoes
again of debate we hear on the bal-
anced budget amendment: if we can
just pass this amendment, this will cer-
tainly solve America’s economic prob-
lems.

We went through an era of protective
tariffs in America’s history, too. This
was another big fix. There were people
who pushed for these tariffs, saying
they would generate revenue for the
Federal Government at the same time
as protecting American manufacture
and American agricultural production.
The worst of these, the Smoot-Hawley
tariff of 1930, which occurred right
after the Depression started, is cred-
ited, if you can use the term, with driv-
ing the American economy even deeper
into a depression.

In the early part of our Nation’s his-
tory, the second half of the 19th cen-
tury, the national banking issue was
always on the forefront. It was one
that was debated long and hard in this
Chamber and by many others in terms
of whether or not it would be the an-
swer to America’s problems. It was un-
able to fully address the problems of
our Nation. Cooler heads prevailed. The
idea of a national bank was amended.

The point of these stories is to show
you that in a quick survey of our Na-
tion’s history the silver bullets do not
always hit their intended targets. Big
fixes, like this balanced budget amend-
ment, do not always have the intended
effects.

There is a critical difference between
the suggestions of those in the past and
what we are dealing with today. These
were legislative proposals. If there was
a mistake made on free silver or a na-
tional bank or the gold standard or a
protective tariff, the next Congress
could address it, change the law. But in
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this case, we are enshrining in our Con-
stitution words that we believe will be
the big fix. But what if we are wrong?

And the Senator from California
raises questions about the inherent
wisdom of the balanced budget amend-
ment before us: Do we really want to
put in our Constitution for all times
language that threatens the future of
the Social Security trust fund?

I think it has been clearly dem-
onstrated with reports from the Con-
gressional Research Service, with the
statement of the Senator from Cali-
fornia this morning, that we put our
Social Security trust fund at risk with
the balanced budget amendment that is
before us.

We also know that this balanced
budget amendment does not give Con-
gress or the Federal Government the
flexibility to respond to a national eco-
nomic emergency or a natural disaster.

Over 1,000 economists have come for-
ward in a rare show of unanimity and
said this balanced budget amendment
is bad economic policy for America.
And yet when I offered an amendment
to give more flexibility to respond to
an emergency, it was rejected. I hope
the Senator from California has better
luck today. But her substitute will
take care of that problem.

There is also a concern about grid-
lock. What the Senator from California
is proposing is that an extension of the
debt limit be approved by a majority
vote and not three-fifths. Those of us
who have even a short memory can re-
call that within the last 24 months we
had the two longest shutdowns in Fed-
eral Government history because of the
failure of Congress to rally a majority
to extend the debt limit. This constitu-
tional amendment will up the ante,
will increase the responsibility, raise
the bar—a three-fifths vote. I think the
Senator from California is right in say-
ing that when it comes to extending
the debt limit, it should be done by ma-
jority vote.

I also applaud her comments on a
capital budget. I would ask my col-
leagues to reflect on the fact that
every business and virtually every
State government has a capital and op-
erating budget. At my town meetings
people would come in and say: ‘“‘Con-
gressman, you just don’t get it. I bal-
ance my checkbook every month. Why
can’t you balance the books out in
Washington?”’ A good point.

But I always ask them a question:
“Do you have a mortgage on your
home?”’

““Oh, sure.”

“Do you pay it off at the end of every
month?”’

“Oh, no. It’s a 25- or 30-year mort-
gage.”’

“What’s the difference?”’

“Well, this is a home that we are
going to have for a long time. This is
an investment, Congressman. This isn’t
the annual operating costs of our fam-
ily. This is the annual investment of
our family.”

Families understand that. Americans
understand that. The question is
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whether Members of the Senate under-
stand it because this balanced budget
amendment makes no distinction be-
tween capital investments for the fu-
ture of our Nation and the operating
expenses.

And if we should decide, as part of
the telecommunications revolution or
for some other reason, to make a mas-
sive American investment in our fu-
ture, in economic progress, this bal-
anced budget amendment will tie our
hands. It treats the interstate highway
system the same way it treats the pur-
chase of paper clips. That is wrong.

The Senator from California address-
es that and gives to Congress, even
with the balanced budget amendment,
the authority to establish a capital
budget.

Congress can and should balance the
budget. I do not believe we need a con-
stitutional amendment to do it. But if
we are going to pass a balanced budget
amendment, we must do it right. That
is why I support the Feinstein sub-
stitute.

I cannot support a balanced budget
amendment that jeopardizes Social Se-
curity, prohibits prudent capital plan-
ning, risks even deeper recessions and
unemployment, and invites gridlock
and danger of default on Capitol Hill.
The Feinstein substitute protects So-
cial Security; it allows a capital budg-
et; it allows a way to provide for eco-
nomic recessions and avoid the threat
of gridlock and default.

The choice is clear. The Feinstein
substitute is clearly the better choice,
and I urge my colleagues to support it.

Let me say in closing, those who are
resisting any amendment to this un-
derlying resolution, to the balanced
budget amendment, I think are unfor-
tunately taking the wrong approach.
There are possibilities that those who
support this amendment are just
wrong. And if they are wrong, there is
a lot at stake.

Would it not be better if we could
come together with a bipartisan con-
sensus to address the serious flaws in
this bill? Would it not be better if there
were a little humility on the floor of
the Senate and the House, and an un-
derstanding that perhaps these words,
although politically right, may not be
right for America’s future? Would it
not be better if the Members of the
House and Senate could take a little
walk down through the National Ar-
chives, take a look at that Constitu-
tion, and realize the gravity of the de-
cision we are about to make?

The PRESIDING OFFICER (Mr.
BURNS). The Senator from Wyoming.

Mr. ENZI. Mr. President, I appreciate
all the words that have been said here
this morning, particularly those that
call for us to do a bipartisan consensus.

I am a big believer in the U.S. Con-
stitution. I carry my own copy of the
U.S. Constitution. In article V it tells
us how to amend this Constitution, and
it says that it is going to have to be a
bipartisan effort if it is going to take
two-thirds when the majority party
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has 55. This is going to be a bipartisan
effort, but it has to be an effort that
winds up with a constitutional amend-
ment that will do what the American
public is demanding. They are demand-
ing that we come up with a balanced
budget.

I get to stand next to these unbal-
anced budgets, the last 28 years of
work in this body, and I know that, in-
dividually, the people in this body have
said we have to balance the budget.
And I am willing to do it. It is collec-
tively that we have had a little trouble
getting it done. It is in that bipartisan
manner that we have had trouble get-
ting it done. It is in that situation
when we are having to tell the people
back home ‘“no’” for any particular
issue. Somebody told me it takes polit-
ical will to balance a budget. I really
contend it takes political ‘“‘won’t” to
balance a budget.

We are talking today about an
amendment that will deal with capital
budgeting. As the only accountant in
the Senate, I am fascinated by some of
the definitions of capital budgeting
that I am hearing here and reading
about in the paper, that the President
has said. It looks to me like the Fed-
eral idea of capital budgeting is not
only a risky gimmick, it is also a loop-
hole so big that you could drive an
interstate through it, or an aircraft
carrier, or planes and buses, or build-
ings. Anything can be driven through
the loophole that will be created by
this nice term ‘‘capital budgeting.”

I, too, have run into the people at
home who say, “Wait a minute, I have
a mortgage on my house. How is that
different from the United States?’’ And
I say, ‘“‘Are you paying off the mort-
gage, or are you just paying the inter-
est? And can you buy two or three or
five houses and only pay the interest?”’
That is what we are trying to do with
capital budgeting with the Federal
Government. We are saying we don’t
have to pay the principal back; interest
is the only thing that is important.

You and I know if you borrow
enough, pretty quick the interest
equals all of your revenue. We are a lit-
tle ways away from that yet in the
United States, but it is a distinct possi-
bility. We are talking about a possi-
bility of telling our Kkids or our
grandkids, ‘“You have to pay 84 percent
of your wages in taxes and you will get
nothing for it because you are going to
be paying the interest on the houses
that we bought and used up.”’

At that point, we are going to have a
revolution in this country. It is not
going to be the same Kkind of gentle
change we are used to. It is not going
to be subject to the same slow proc-
esses. We are going to have a genera-
tion that is going to say, ‘I am paying
Social Security to people I don’t even
know, and I am never going to get
any.” And they are going to take So-
cial Security away. If we do not begin
balancing budgets, there will not be
Social Security.

I don’t think there is a single person
in this entire body who does not want
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to protect Social Security. But how
long are we going to wait before we
protect Social Security?

We keep talking about capital budg-
eting. I have said any kind of budg-
eting would be really great. What we
are really talking about is cash-flow
budgeting, I think, rather than capital
budgeting, unless we are talking about
that tremendous loophole, the one that
says we can designate anything we
want as capital and we can shift it off
budget—I hate those words; it is not a
good accounting term—but we no
longer have to be responsible for any-
thing that we can call capital budg-
eting, which is a very good accounting
term.

The President’s commission on set-
ting up a capital budget will not be
nearly as restrictive as was the ques-
tion that I asked earlier. That commis-
sion will report on including physical
capital and intangible or human cap-
ital. That is the social capital I was
talking about, the social investment I
was talking about before. This loophole
would virtually allow anything to be
deemed as a capital investment.

I would like to go into a little bit of
what happens in some of the other en-
tities that we do allow the right to do
capital budgeting, and really what we
are talking about is loans for capital.
The Federal Government has such an
extensive budget that we have not been
forced to do any capital budgeting, nor
in the foreseeable future would we have
to do capital budgeting. We should do
cash-flow budgeting so we can build all
these capital items we are talking
about in a logical progression and
within budget, and pay back some of
the debt that we already owe so there
is less interest, so we have more money
to spend.

Probably one of the toughest levels
of capital budgeting or loans that we
allow to be made is at the local level.
I used to be the mayor of a boom town
out West that more than doubled in
size. We had to have sewer treatment.
Yes, there was a Federal program for
sewer treatment, but our community
had already applied for one of those
grants and gotten one and built a sewer
treatment plant. Then we had all of
these people move in and we exceeded
the capacity and were fined for exceed-
ing the capacity of this lifetime plant.
So we had to build another sewer treat-
ment plant, and we were last on the
list for getting another grant in that
area.

We had to build streets. You cannot
have houses without streets that let
you get to the houses. We had to in-
crease our garbage collection. We also
had our own electrical service. The
first day I was in office, I got a call
from one of the electrical suppliers
who wanted to know what I was going
to do when my substation blew up. I
had to ask him what a substation was.
That is a great big transformer for a
town. He told me it was operating at
1.2 capacity, and any warm day it
would just be eliminated and my town
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would be out electricity for maybe 2
weeks while we got a portable sub-
station. I pictured myself for quite
awhile being tarred and feathered and
ridden out of town, as people’s deep
freezes thawed or they couldn’t read at
night or iron or any of the things that
we really rely on electricity for but
never think about it.

And water, that was really the big-
gest problem. That has to be one of the
most basic things any of us is involved
in, is water. We did not have enough
water before the boom. We went on
water rationing in May and we got off
in October, and our water was color-
coded. The cold water came out kind of
red because there was iron in the water
and it took on that color when it mixed
with oxygen, and the hot water came
out black because we have a lot of coal
in the area I am from and the coal
would settle out in the hot water tank
and then come out when we used hot
water. You have to have water. You
can do, maybe, without electricity.
You cannot do without water.

It was not an option to do without ei-
ther of them, so we had to issue bonds.
We had to borrow on a long-term basis.
Our water project alone was 43 miles
and $23 million away. Out here, that is
not a microdot in the budget. It does
not mean anything out here. But that
was $3,000 in debt for every man,
woman, and child living in that town
at the time.

They don’t just let municipalities
print their own money. There is a proc-
ess that you have to go through that
has a lot of review, because you have to
prove to the people who might buy the
bonds that those bonds will be paid off.

I want to make a distinction again
on that ‘“‘paid off,”” something we don’t
even consider around here. In all of the
discussion that I have heard on the bal-
anced budget constitutional amend-
ment, in all of the discussion that I
have heard on balancing the budget, I
have not heard anybody say, ‘‘“Where’s
the number here that pays down the
national debt?”’

That is what we do with bonding.
That is what we do with States when
they bond. We have an elaborate proc-
ess to do everything we can to make
sure that those bonds will be wvalid,
which means they will be paid off in a
reasonable amount of time.

So what did I have to go through to
get that $23 million? One of the things
I had to do was go before Standard &
Poor’s and Moody’s in New York and
explain how a town of 8,000 people was
going to pay off $24 million in debt. I
know that is real small stuff compared
to cities in California, but for a guy
from rural Wyoming, that was a lot of
money.

It also happened to be at the very
same time that New York City was
going broke, and Standard & Poor’s
was having daily meetings with the
city to see how they were going to pay
off the debt that they already had. I
didn’t mention forgiving the debt. I
know there was some talk about that.



S1600

But what Standard & Poor’s and
Moody’s was interested in was how it
was going to be paid off. They didn’t
care whether it was Federal grants or
how.

So they had a lot of extra special
questions for us on how to do that, and
as a result of the discussions, there
were also criteria that were placed on
the bond issues. This is normal stuff
that happens with bond issues. There
are covenants. That means that you
have to dedicate sources of revenue. I
have not heard us talk about any real-
ly special dedication of revenues to
paying off any of this capital budg-
eting. I will tell you, they come in and
they take that revenue before you get
to do anything else with it if you de-
fault on the bonds. If you even miss a
payment, they come in and demand the
money, much the same as if you own a
home.

Then they also put a restriction on,
they call it coverage, and coverage is
an additional amount beyond the nor-
mal payment that goes into a special
fund to make sure that you will not de-
fault on the bonds. In the case of our
bonds, it was 1.25 percent. That means
we had to pay into another fund 25 per-
cent more than our payment to assure
that we would make future payments.
Again, that is something we don’t talk
about with capital budgeting for the
United States. We just talk about
spending the money and how we can
build loopholes to do more spending
outside of the normal budgeting proc-
ess.

We also had a requirement of a front-
end sinking fund. That means before
we could even start the project, we had
to put money in a fund to show that we
could make the first part of the pay-
ments.

And then, and here is a real diver-
gence from what we do back here, we
had to have a vote of the people to go
into debt—a vote of the people. What
would happen with our budgets, these
28 years of no balanced budgets? Would
the people let us do that if they had to
vote on what we were spending? I know
from the State-level discussions on this
that that would be an incredible bur-
den and extreme expense, and we can’t
go to that extent. No, we can’t go to
that extent, and we were elected to
make those kinds of decisions. But we
were elected to make them within cer-
tain constraints. The people back home
tell me that they expect that con-
straint to be paying things off. They
expect us not only to balance the budg-
et, but to get to a situation, to plan for
a situation where we pay down the na-
tional debt. That is good budgeting;
that is good accounting.

There was a happy side to this story.
We did do capital budgeting. We did
cash flow budgeting. We built the
things that I talked about, and I want
to tell you that today, not because of
my efforts, but because of the people
who followed me, who followed the
cash flow budgeting, that those
projects are not only in place, but they
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are paid for. Gillette, WY, is one of the
few places in the United States that is
debt free. That is how you run a city.
That is how you should run a State,
and most States do. Most States are re-
quired to, because they have a balanced
budget constitutional amendment that
forces them to live within their means.
And that is how the United States
ought to work.

Capital budgeting could be a great
idea, but not if the purpose of capital
budgeting is to build loopholes so that
we can spend whatever we want to by
merely designating it as capital budg-
et.

We also ought to have performance
budgets. There are a whole bunch of
things that the private sector is doing
that would be very adaptable to the
Federal Government, and some States
have already done them and some
States have found them to be very suc-
cessful.

How do you balance a budget? You do
it by strategic planning. You have
every single person in the Government,
down to the very smallest agency, talk
about what their mission is, who their
customer is, what they are trying to
achieve, and how they will get it done.
You get them to focus on the real prob-
lem of what they are trying to achieve
and how they can most efficiently do
it. Focus saves money.

In Wyoming, we talked a long time
about strategic planning for the State.
We have a thing we call management
audits. I am not familiar enough to
know if we do that here, but we had a
special committee that looked at State
agencies. And the purpose of that look
was to see if State agencies were doing
what the State legislature and the
Governor said they were supposed to be
doing, if they were following the stat-
utes. I am pleased to say, in most in-
stances, they were doing exactly what
we had told them. However, it was in
pretty broad terms.

It wasn’t good enough to be a mission
statement. It wasn’t good enough to
give them the finite direction they
needed to have the best performance
possible. So we instituted strategic
planning. We forced all of the agencies
to come up with a strategic plan, and
most of them did. The ones that were
most reluctant today are the biggest
supporters of strategic planning. Once
they tried it, they couldn’t believe how
it worked.

The way that it works is the agencies
for the budget process, actually the in-
dividuals in the agencies actually wind
up saying, ‘‘These are the things that
we shouldn’t be doing in our agency.” 1
can tell you that the general public
said, “Wow, I didn’t even know they
were doing that stuff.”

If we had decisions to make here that
were based on the employees of the
Federal Government saying these are
things we shouldn’t be doing and the
American public telling us, ‘“Why were
you doing those things,”” we would cut
them and nobody would complain.

That is not how it works, though, in
Government. If you allow it to happen,
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what gets cut in Government are the
things that are the most visible. Call it
the ‘‘athletic team syndrome.” If you
want to really make an impact, you
threaten to cut the athletic team in a
small school, and that will get a furor
bigger than anything you ever imag-
ined, and it will be reinstituted. Not
only will it be reinstituted, but I have
this principle of government that if it
is worth reacting to, it is worth overre-
acting to. So you not only reinstitute
into the budget what happened, you
put a little bit more money into that.

We had that example in Yellowstone
Park where they were $80,000 short on a
$19 million budget, and they asked for
extra money and threatened to close
down our park early. Now, that is a
major economic, as well as recreation,
benefit to the entire United States, and
particularly to those of us in Montana
and Wyoming.

If we had a manager who was short a
few dollars who said they needed more
money or had to close down early, we
would probably fire the manager. We
need strategic planning so that we can
make the decisions and be sure that
the things that should not be done are
not being done.

We talk about capital budgeting. We
have to be sure that capital budgeting
is not just building another loophole
into the system, that it is good ac-
counting. We need to have good ac-
counting. We need to have good ac-
counting to protect Social Security.

Social Security right now is being
called a trust fund. But it is not the
fund with money stuck out there being
invested on behalf of the person who
paid it in so that when they retire
there will be a guarantee of that
money being there. It is money that is
flowing through the system. It is
money that is being paid out as it
comes in with some small amounts
being left over. Now, $80 billion this
year sounds like a lot of money to me.
And it is a lot of money. But it is a tit-
tle in the budget for what needs to be
put in if we are going to have an actu-
arially sound Social Security System.

Not only should we be capital budg-
eting, not only should we be paying off
the national debt, we should be making
our trust funds into true trust funds.
That is good Government. That is what
I am interested in. If we are going to
save Social Security, we are going to
have to do adequate budgeting to build
it up to some point in time where it is
actuarially sound.

Mr. President, the Feinstein amend-
ment creates a loophole to the bal-
anced budget constitutional amend-
ment. As I mentioned when I started
this speech, you can drive an interstate
through it. The Feinstein amendment
actually harms the balanced budget
amendment because it ultimately will
increase debt. It is a license to increase
debt.

Congress has been borrowing dollars
to no end in order to deficit spend. And
that is the problem. The Feinstein
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amendment does not tell us how we
will pay back the bonds for capital
spending. It puts no limitation on the
bonds for Federal spending. It has no
oversight for the bonds for capital
spending. It is more and more debt. I
yield the floor.

Mrs. FEINSTEIN
Chair.

The PRESIDING OFFICER. The Sen-
ator from California.

Mrs. FEINSTEIN. May I ask, how
much of my time is remaining?

The PRESIDING OFFICER. You have
18 minutes remaining.

Mrs. FEINSTEIN. Thank you very
much, Mr. President.

Mr. President, let me try and sum up
what I have presented here, and then
speak specifically in answer to some of
the concerns of the opposition.

Essentially, the amendment that I
have on the floor differs from the ma-
jority amendment in four ways.

The first and most important way
this amendment differs is that it con-
tinues to use Social Security trust
funds as part of the unified budget up
to the point where we reach balance.
According to Social Security Adminis-
tration data, that represents about $570
billion, cumulatively, of Social Secu-
rity trust funds that would be used to
offset other spending by 2002. For 1996,
we used about $77 billion of the surplus.

Once Congress balances the budget,
we would remove Social Security trust
funds from the unified budget. That
would essentially save for Social Secu-
rity recipients a cumulative total of
about $1.8 trillion and, therefore, main-
tain the integrity of the Social Secu-
rity system.

Additionally, unlike the majority
amendment, it would not enshrine in
the Constitution that Social Security
is part of the unified budget forever,
which, reneges on a major commitment
to senior citizens in our country.

As I pointed out earlier, Social Secu-
rity is not funded from the income tax.
Its revenue is not supposed to go into
general operations of the Government.
Social Security is funded from a spe-
cific FICA payroll tax. A worker pays
6.2 percent, matched by the employer
who pays 6.2 percent. The 12.4 percent
is supposed to go into a separate trust
fund held for the retirement of work-
ers. Social Security taxes have one
purpose and one purpose only. That
purpose is to provide a safety net for
our Nation’s seniors with supplemental
income when they retire.

Social Security deserves its unique
treatment. Social Security is our larg-
est single Federal program. It has more
than 43 million beneficiaries, with 1996
spending of $350 billion. Additionally,
Social Security plays a critical role in
reducing poverty among seniors. With-
out Social Security, the poverty rate of
the elderly would be 53 percent rather
than the current 14 percent. For 38 per-
cent of all retirees, Social Security is
the difference between poverty and no
poverty. If those statistics do not
speak eloquently for the need to keep
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Social Security intact, I do not know
what does.

So this amendment, with regard to
the point of Social Security, is a com-
promise. We meet the majority’s con-
cern that if we take Social Security
trust funds out of the unified budget
right now, it is too difficult to balance
the budget. My amendment would con-
tinue to use the trust funds up to the
point of balance and then separate
them out after that. The practice of
using Social Security trust funds to
offset other spending is not enshrined
in the Constitution forever and ever as
a way of doing business.

Second, we provide in this amend-
ment for a serious economic emergency
and for major natural disasters. I can
tell this body that the probability of a
major earthquake in Southern Cali-
fornia, according to seismic experts,
has gone up. If that should happen—I
should say when that happens—the
State’s disaster needs are going to be
tremendous. Passing the majority’s
balanced budget amendment tells Cali-
fornia that the Federal Government
will have no way of meeting these dis-
aster needs. This is a critical dif-
ference.

Let me speak about other economic
emergencies. Earlier, I mentioned the
savings and loan bailout. I was not
here for the savings and loan bailout. I
do not know how many Members of
this body or the other body actually
predicted it, but I never would have
thought it would have happened. The
total costs were $135 billion of tax-
payer’s moneys to maintain the full
faith and credit of the Federal Govern-
ment’s guarantee to depositors. In 1
year alone, 1991, the cost to the Treas-
ury was $66 billion.

I would really be concerned about
providing for an economic emergency.
Last month, the Congressional Budget
Office issued a report, citing the sensi-
tivity of the budget deficit to the econ-
omy. They indicated this:

If economic growth was one-half percent
lower, it would increase the deficit by $50 bil-
lion in FY 2002. And these effects would con-
tinue to grow over time.

So you see, this kind of even eco-
nomic change impacts the deficit tre-
mendously.

If the economy fell into recession and
growth were five-tenths of a percent
below its forecast, a budget thought to
be in balance, would develop a $50 bil-
lion deficit or higher. Under Senate
Joint Resolution 1, the budget deficit
would need to be eliminated in that fis-
cal year.

As you can see, even a drop of five-
tenths of a percent in the economy
would create an additional $50 billion
shortfall in the estimates of that fiscal
year which Congress would have to
eliminate. To close a $50 billion budget
deficit, Congress would have to elimi-
nate the equivalent of nearly the entire
defense procurement budget in that
year.

Let me give you another example as
to why providing for economic emer-
gencies would be necessary.
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Economists estimate that a ticket
shock triggered by higher oil prices
similar to those of 1973 and 1974 and
1979 and 1980 could trigger a 1- to 2-per-
cent drop in our economy. That would
necessitate budget cuts of $100 to $150
billion that year. It would be dev-
astating to an economy. I do not know
if anyone here remembers what it was
like when those prices of o0il rose.
Economists state it was the major rea-
son for the economic downturn. No one
can guarantee, that such a situation
would not happen in the future.

So the majority’s balanced budget
amendment does not address economic
risks that face the Nation. I think that
is a major weakness in the amendment.
Our amendment would suspend the
amendment in the event of a serious
economic emergency or major natural
disaster. This would have to be enacted
by a constitutional majority of both
bodies.

We also permit a capital budget. My
thinking is that when Social Security
is withdrawn from the unified budget,
we will need to be able to review our
budget structure and proceed in a way
that does not have a dramatic impact.
One way is through the enactment of a
capital budget.

Now, the Constitution is not a docu-
ment that should carry enabling legis-
lation. The Constitution should be
worded in general words subject to in-
terpretation and also subject to ena-
bling action by the Congress.

Our amendment reads: ‘‘Nothing in
this article shall preclude,” which
means prevent, ‘“‘the authority to enact
and implement’—that would have to
be done by congressional enactment
and implementation—‘‘a separate cap-
ital budget.”

The amendment defines a capital
budget: ‘“Those major capital improve-
ments.”” Congress would have to deter-
mine what is a major capital improve-
ment, which would require multiyear
Federal funding. Those would be ex-
cluded from the provisions of this con-
stitutional amendment that requires
the strict expenditures must meet out-
lays.

This means that for, say, Federal of-
fice buildings that would maybe run
$40, $50, $80, $100 million or more, or a
major transportation systems which
could run $200 or $300 million, a multi-
year financing program could be estab-
lished. The interest on those programs
would be paid out of operating capital,
and the amount of interest would prob-
ably be limited every year.

The amount of debt would be strictly
limited. Perhaps the Congress would
limit debt by using a percent of gross
domestic product, of GDP. As I said, 2
percent would be about $160 billion. If
you had 3 percent, it would be more,
and still more at 4 or 5 percent. An ef-
fective limit would probably be some-
where between the 2 percent and, say, 6
percent, 7 percent, or 8 percent of GDP.

Now, is this necessary to do? Even
without a balanced budget amendment,
spending for infrastructure since the
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1960’s has dramatically dropped. It was
6 percent in the 1960’s. It is 3 percent
today, 3 percent of the budget.

We have 250,000 miles of Federal high-
ways that are in disrepair. We have
more than 100,000 bridges in disrepair,
unable to be repaired in the present
day situation. I think at some point
the Congress may wish to look at a
capital budget. All this amendment
does is enable that review to take
place.

We mentioned what it means to be
controlled by a minority. The fourth
area where this amendment differs
from the majority is with respect to
the debt limit. I have tried to show this
body how difficult it is to even raise a
majority vote.

Since 1990, no budget resolution or
conference report has received a three-
fifths vote of this body.

Since 1990, no vote to raise the debt
limit has received a three-fifths major-
ity.

The 1985 Gramm-Rudman-Hollings
bill, was passed by 51 to 37.

The 1990 budget reconciliation bill
was passed by 54 to 45.

The 1993 Omnibus Budget Reconcili-
ation Act was passed by a vote of 51 to
50, just one vote.

The 1995 budget reconciliation was
passed by 52 to 47.

The 1995 temporary debt limit in-
crease was passed by 49 to 47. Con-
sequently, last year, we reached our
apex of minority rule when the Govern-
ment was shut down not once, but
twice while trying unsuccessfully to
prove a point.

Allowing a minority to block an ef-
fort to extend the debt limit essen-
tially jeopardizes the full faith and
credit of this country, something that
those of us who have held executive of-
fice know is the true measure of the fi-
nancial acumen of your city or your
State. If you get a bad bond rating by
Moody’s and Standard & Poor’s, the
full faith and credit of the bonds you
float is dramatically affected.

But a minority in pique, pouting, de-
sirous of showing their enormous clout,
can effectively jeopardize the full faith
and credit of this Government and put
this Government into default. I must
tell you, I think that is absolutely
dreadful as a matter of public policy.

Those are the four issues in this
amendment.

Social Security: Congress can use it
up to 2002 to reach balance, but after-
ward, we must separate it out. This
step will preserve $1.8 trillion in the
trust funds for retirees.

Economic emergency: Congress
should treat spending for serious eco-
nomic emergency or major national
disasters just like it treats military
emergencies.

Capital budget: Congress should at
least enable it, rather than prohibit it,
which the majority amendment does.

Debt limit: Please, have some sense
and address it with a majority vote.

These four issues are the only way
this amendment differs from the ma-
jority amendment.
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Perhaps the majority has their votes.
Perhaps they know they have 67 votes.
If they do not, I respectfully submit to
them, maybe this is worth looking at
and reviewing.

Maybe it solves a major problem.

Maybe it provides some kind of con-
stitutional flexibility to meet what
might develop in the future. We could
face another savings and loan crisis, or
another shock from oil prices. We could
face a major earthquake in southern
California, the probability of which has
been increased, or a major flood in the
Mississippi River basin, a major earth-
quake rift zone in the center part of
our country.

We could face a range of emergencies
and people will need Federal help. That
is what we are here to do. We are here
to protect the welfare and well-being of
our citizens, and not the least among
them are seniors. For many seniors,
Social Security is the difference be-
tween a life of poverty and a life of
being able to eat and pay the rent.

I think this is a worthy amendment.
I have given it a lot of thought.

My distinguished chairman of the Ju-
diciary Committee is present on the
floor. I have listened to the hearings,
heard the testimony of Secretary
Rubin and really thought about wheth-
er your amendment could be improved.
I decided that it could, but for some
reason the balanced budget amendment
is frozen in stone. I do not know who
drafted the majority amendment. It
was drafted, I assume, by the majority,
but it has become the be-all and end-
all: “If you do not support us, you can-
not be for a balanced budget amend-
ment.”” I cannot accept that.

I represent a big and deeply troubled
State. I hazard a guess that the State
of California will never ratify this bal-
anced budget amendment. I cannot
speak for any other State, but I think
I can for California. And they will not
do it because they know about serious
economic emergencies. They Kknow
about a capital budget. We have 40 mil-
lion people currently on Social Secu-
rity, and it’s going up every day. The
people want this protected.

So this is a compromise with Social
Security, economic emergency, capital
budget permitted, debt limit by a ma-
jority. I would hazard a guess that if
this became the amendment of the ma-
jority, not only would it pass both bod-
ies, it would be ratified by three-quar-
ters of the States.

I thank the Chair and yield the floor.

Mr. HATCH. Mr. President, how
much time remains on both sides?

The PRESIDING OFFICER. The Sen-
ator from Utah has 29 minutes remain-
ing, and the Senator from California
has 17 seconds.

Mr. HATCH. Well, I will try to save
some time for the distinguished Sen-
ator from California so she can make
her wrap-up remarks out of our time.

Mrs. FEINSTEIN. I thank the Sen-
ator. I think that was my wrap-up.

Mr. HATCH. If you desire to say any-
thing else, I will certainly extend that
courtesy to you.
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Mr. President, the balanced budget
amendment was written by both sides
of the floor. This amendment has been
developed over a period of almost 40
years. It has taken both Republicans
and Democrats to do it. It is a bipar-
tisan amendment. Even though some in
this body might try to see some flaw in
it, it is the only balanced budget
amendment that has a chance of pas-
sage. It is well thought through, it
makes sense, and it’s the only one that
can end having unbalanced budgets
year after year, like this stack rep-
resents the last 28 years of our budg-
etary life in this country. I might add
that for 58 of the last 66 years we have
had similar unbalanced budgets. These
stacks are obscene; we know that. I
think it tells the story better than
anything else I can do. These folks just
want to continue the status quo.

Now, the distinguished Senator from
California is very sincere, and I admire
her for it. She is on our committee. I
care for her and I care for her ideas.
But in all honesty, I have to rise in op-
position to the substitute offered by
my colleague from California. With the
various escape clauses she has built
into her amendment, it would be too
easily gamed, and I believe it would be
ineffective in stopping Washington’s
debt addiction. As we have debated the
balanced budget amendment here on
the Senate floor for the past several
weeks, we have seen amendment after
amendment that seeks to gut the sub-
stance of the proposed constitutional
amendment.

What we have here is yet another at-
tempt to make the balanced budget
amendment ineffectual by carving out
ways to deficit spend. How does this
amendment of the distinguished Sen-
ator from California, as sincere as she
is, make it easier to deficit spend? ‘‘Let
me count the ways,” to paraphrase
Elizabeth Barrett Browning.

No. 1, it scales back the number of
votes necessary to raise the debt limit.
We know how easy it is to raise the
debt limit around here, when that is
the only methodology you have. So it
scales that back from a three-fifths
vote to a constitutional majority.

No. 2, it provides a waiver for unde-
fined economic emergencies. These
people are really clever in the Con-
gress. They can define anything as an
economic emergency. All they have to
do is pass a statute saying it is an eco-
nomic emergency.

No. 3, it provides yet another waiver
for undefined natural disasters.

No. 4, it exempts Social Security
from the balanced budget calculation
beginning in the year 2003.

No. 5, it carves out a separate exemp-
tion for items designated as capital in-
vestment.

Can you imagine what these intel-
ligent, ingenious, and, in some ways,
devious people in the Congress who
have done this to us over the last 28
years could do with capital invest-
ments?

Now, Mr. President, I wonder what is
left. The reason we are here on the
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floor debating a balanced budget
amendment to the Constitution is not
to make it easier to deficit spend. We
are here to constrain that sort of run-
away spending that has produced un-
balanced budgets in every one of the
last 28 years. The Feinstein amend-
ment does not do that.

Let me take a few minutes to address
the substance of each of the changes
proposed by the Feinstein amendment
individually. The Feinstein amend-
ment would alter section 5 of the bipar-
tisan balanced budget amendment to
allow for a waiver of the balanced
budget rule by a constitutional major-
ity in any year ‘‘in which the United
States is experiencing a national eco-
nomic emergency or major natural dis-
aster.”

As an initial matter, the undefined
terms ‘‘economic emergency’” and
“natural disaster’ are malleable terms
and could be abused by any future Con-
gress bent on deficit spending. What
constitutes an economic emergency?
We have already resoundingly rejected
an amendment on this issue because it
is a broad loophole.

Now, what about natural disasters?
Does this amendment mean to say that
the balanced budget amendment can be
waived by 51 votes in the Senate in any
year in which there is a natural dis-
aster in some region of the United
States? There is hardly any year when
we don’t have something somebody
claims is a natural disaster. If that is
the case, and given the fact that nat-
ural disaster is not defined, isn’t it
plausible, or even likely, that Congress
will routinely find something to clas-
sify as a natural disaster, thereby pro-
viding an excuse to waive the require-
ments of the balanced budget amend-
ment. Twenty-eight years of unbal-
anced budgets would suggest that this
is the case. Congress will find a way if
you give them these kinds of generic
terms that are not defined and really
can’t be defined.

What’s more, nothing in this amend-
ment of the distinguished Senator from
California would require the additional
spending to be directed to the commu-
nities affected by a natural disaster or
to be used to get us out of a recession.
“Natural disasters’ or ‘‘economic
emergencies” are only the triggers
that let us spend whatever we want for
whatever purpose. Because these terms
are so malleable and subject to abuse,
we need a supermajority provision to
guarantee fidelity to the balanced
budget rule.

The general three-fifths waiver con-
tained in section 1 of Senate Joint Res-
olution 1 is both sufficient to answer
the concerns raised by this amendment
and strong enough to keep the bal-
anced budget amendment meaningful.
The Feinstein amendment would ex-
clude Social Security outlays and re-
ceipts from unified budget calculations
until 1 year after the effective date of
Senate Joint Resolution 1, the bal-
anced budget amendment.

In essence, the Feinstein amendment
is nothing more than the Reid amend-
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ment we debated yesterday to exclude
Social Security from Senate Joint Res-
olution 1 and unified budgets, with one
wrinkle—the exemption will not go
into effect until 1 year after the date
that the balanced budget amendment
becomes effective. This would allow, of
course, President Clinton to include
the current Social Security surpluses
in his budget calculations but would
leave future Presidents and Congresses
holding the bag when they are forced
to unnecessarily slash programs like
Medicare because the budget deficit ap-
pears larger without Social Security
surpluses than it really is.

Moreover, the explanation of the dis-
tinguished Senator from California of
her provision, and the charts that illus-
trate it, contemplate implementing
this change by a one-time massive cut
in a single year. Opponents of the bal-
anced budget amendment have regu-
larly argued that such an abrupt
change would cause serious economic
distortions in our country. The Fein-
stein amendment suffers from the same
disease as the Reid amendment. It is
not a workable compromise because,
for the most part, Social Security sur-
pluses will be excluded from the pro-
tections provided by the balanced
budget amendment.

As King Solomon wisely knew, there
is no practical way to split the baby
without destroying life. If you split the
baby and put Social Security exposed
out there without any balanced budget
protections and everything else is in
the budget and protected, Social Secu-
rity will become a political football to
be used by those who want to get
around the balanced budget. And ev-
erybody here knows that. Everybody
knows what a phony issue that is.

So, too, the Feinstein amendment
will destroy the viability of the bal-
anced budget amendment.

First, as I discussed during the de-
bate on the Reid amendment, it is nec-
essary to include Social Security in
any balanced budget plan. Obviously,
without including Social Security, the
largest single item in the Federal
budget, other programs must be cut far
more than they really need to be. I
have the belief that the distinguished
Senator from California would be
among the first to want to oppose
those cuts. Certainly I wouldn’t feel
good about cutting things beyond
where they should be cut. But that is
what inevitably would happen if the
Reid amendment had passed yesterday,
or the Feinstein amendment is passed
today.

The proponents of this amendment
have not told us which programs they
will cut in order to come up with ap-
proximately $100 billion per year that
the total exclusion of Social Security
surpluses will cost us. Astoundingly,
this figure is greater than our com-
bined annual expenditure on education,
the environment, and transportation
and infrastructure. In fact, between
2003 and 2019, when the Social Security
outlays will exceed receipts, the trust

S1603

fund is expected to earn more than $1.8
trillion. Where do the supporters of the
Feinstein amendment propose to come
up with the money necessary to cover
this self-imposed shortfall? It is no se-
cret around here that many on the
other side support this amendment be-
cause they want to kill the balanced
budget amendment. That is the whole
game here. I do not believe that is the
motive of the distinguished Senator
from California. At least I hope it isn’t.
But that is the only reason why this
amendment will be supported by our
friends on the other side, if you really
analyze it.

Let’s put it in perspective. Discre-
tionary savings from last year’s budget
resolution, which were described as
draconian, were only $291 billion. The
Feinstein amendment would require
that Congress cut spending or raise

taxes more than six times that
amount.
Similarly, the projected revenues

from the 1993 Clinton tax increase—the
largest tax increase in history, many
assert—were only $241 billion. The
Feinstein amendment would require
that Congress cut spending or increase
taxes over six times this largest tax in-
crease in history. These levels of spend-
ing cuts and tax increases are clearly
unworkable. And the adoption of the
Feinstein amendment would kill any
chance the balanced budget amend-
ment has of being ratified. That is real-
ly in the eyes of many who hate this
balanced budget amendment, who do
not want fiscal restraint, and who real-
ly want to continue their taxing and
spending ways. That is really why they
support the Feinstein amendment.

One person who testified against the
balanced budget amendment said—if
you are going to have a balanced budg-
et amendment you should not exclude
anything from the budget.

Second, exempting Social Security
from the mandates of the balanced
budget amendment for any consider-
able period of time will probably result
in the demise of the Social Security
program years earlier. Such an exemp-
tion will create a powerful incentive to
redefine taxing and spending programs
as Social Security, and to pay for them
through what could become a giant
loophole in any attempt to balance the
budget.

Opponents of the balanced budget
amendment incorrectly contend that
including present-day Social Security
surpluses in a unified budget would
raid the trust funds. Give me a break.
This is a complete misnomer because
the surpluses are nothing more than an
accounting record. Social Security
FICA taxes are deposited with other
revenues. Interest-bearing securities
are purchased equal to the amounts of
Social Security receipts. And those are
Federal Government U.S. interest-
bearing securities. These securities
provide safe investments as long as we
are financially solvent in this country,
as long as we don’t go broke, as long as
our economy is going ahead, and the
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only thing that is going to keep us
doing that for sure will be if we pass
the balanced budget amendment.

The fact is that these securities pro-
vide a safe investment, the safest in
the world, I have to say, as long as this
country is safe. This safety, however,
would be wrecked if Social Security
were removed from the protection of
Senate Joint Resolution 1’s balancing
requirements. In fact, the very fears of
the advocates of the Feinstein amend-
ment will be realized. Their exemption
of Social Security will really cause the
trust fund to be raided. That is the
ironic situation here. Why? Because
under the Feinstein amendment trust
fund receipts would be used to finance
other costly programs that they would
simply call Social Security.

I heard the distinguished Senator
from Nevada, Senator REID, 2 days ago
say that Social Security is defined by
statute. If it is defined by statute, it
can be redefined by statute. There is no
argument against that. It is ridiculous
to sit here and argue that it will not be
used as a loophole to spend anything
they want to spend by calling it Social
Security. Trust fund receipts really
could be used to finance other costly
programs by simply relabeling them
‘“Social Security.”

With the loophole proposed by this
exemption in place there will be an ir-
resistible impulse in future Congresses
to redefine unrelated programs as So-
cial Security. This in turn will create
an incentive for Congress to include
costly programs as part of Social Secu-
rity. Congress has not been able to re-
strain itself.

Look at these. There is just no an-
swer to this by those who oppose the
balanced budget amendment. Anything
they try to say just comes out when
you look at 28 years of unbalanced
budgets, and 58 of them over the last 66
years. This is not rocket science. It
doesn’t take any brains to understand
that Congress is incapable of living
within its means unless we put in some
sort of restraint within the Constitu-
tion that requires them to live within
their means.

So I am saying that if you carve out
Social Security that in turn would cre-
ate an incentive for Congress to in-
clude costly programs as part of Social
Security. Like I say, Congress can’t re-
strain itself from either wasteful
spending or increasing this web of serv-
ices provided by Social Security. What
is going to prevent them from doing
that in the future if you have all of the
loopholes that the Feinstein amend-
ment provides for? Are we willing to
let future Congresses roll the dice with
the financial security of America’s sen-
iors? That is what is going to happen if
we do not have a balanced budget
amendment. Mark my word, it cer-
tainly is going to happen if we pass the
Feinstein amendment and put Social
Security out there exposed all by itself
and not subject to balanced budget pro-
tections. Frankly, if the Feinstein
amendment passes the balanced budget
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amendment is dead. There is no use
kidding about it. It would be killed,
and for good reason because it wouldn’t
work anyway. So that is what we are
talking about.

Passing an exemption loophole would
essentially create two Federal budgets.
One would be based on sound principles
of solvency, and the other, the Social
Security budget, which would not be
based on sound principles of solvency.
One budget would be required to be in
balance unless a supermajority voted
to allow a deficit. The other the Social
Security budget would be raided and
bloated with unrelated spending pro-
grams and projects.

Taking Social Security off budget
will subject the funds to Washington’s
special interest scavengers. As I have
said before, when you have rats in your
house, you need to plug up the holes. If
you do not, they are going to find a
way in. If we leave Social Security off
budget all of the special interest spend-
ing initiatives, which cannot survive or
make their way in under a balanced
budget plan, will smell out the scent of
Social Security and devour it.

This loophole would not only blow a
hole in the balanced budget amend-
ment but it would also seriously harm
Social Security. This in turn could
mean—and I think would mean—the
end of Social Security as we know it,
transforming it into the least secure of
all Federal Government programs. I do
not see how anybody can argue with
that.

Third, let’s not forget about the trou-
bling future for Social Security. The
Feinstein amendment does absolutely
nothing to protect Social Security,
and, in fact, it will make it extremely
difficult, if not impossible, to achieve
balanced budgets. The Social Security
Board of Trustees estimates that by
the year 2070, if we keep going the way
we currently are, Social Security is ex-
pected to run an annual $7 trillion def-
icit. If we include Social Security in
our balanced budget calculations we
will be able to prepare for and budget
for these massive shortfalls. Under the
Feinstein proposal we will not be in-
cluding this deficit in our budgetary
planning.

As a result, under the Feinstein
amendment, in order to raise revenue
and increase the debt ceiling sufficient
to cover the expected Social Security
shortfalls of the next century, we will
have to dramatically increase taxes or
cut spending on other important pro-
grams or face an annual three-fifths-
vote fiscal crisis to avoid financial de-
fault by raising the already staggering
$56.3 trillion national debt ceiling. The
way to protect Social Security benefits
is to pass the balanced budget amend-
ment, Senate Joint Resolution 1.

The proposal to exempt Social Secu-
rity will not only destroy the balanced
budget amendment but in all prob-
ability will cause the Social Security
trust funds to run out of money sooner
than they would have without an ex-
emption.
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The final change in the amendment
of the distinguished Senator would per-
mit the creation of capital budgets for
those major capital improvements
which require multiyear Federal fund-
ing. Most programs are funded for more
than 1 year. Exempting capital budgets
from the balanced budget amendment
is bad policy because it creates a pow-
erful incentive for Congress and the
President to balance the budget by re-
defining more programs as capital ex-
penditures. This is just another loop-
hole. A gimmick capital budget exemp-
tion could actually endanger capital
investments as fake investments crowd
out real investment.

For these reasons, budget experts, in-
cluding the President’s Office of Man-
agement and Budget, the General Ac-
counting Office, and the Congressional
Budget Office, have suggested that cap-
ital budgets are inappropriate at the
Federal level and certainly do not jus-
tify increasing debt to finance them.
The amendment of the distinguished
Senator from California would enshrine
that into the Constitution.

The most basic problem with the sep-
arate capital budget as envisioned by
the Feinstein amendment is that there
is no clear standard definition of a cap-
ital budget. So no one knows what ex-
penditures will fall within that defini-
tion. For example, in President Clin-
ton’s proposed fiscal year 1998 budget,
the Office of Management and Budget
lists four broad categories of programs
that may or may not be considered
capital expenditures, ranging from
physical assets owned by the Federal
Government to social investment, in-
cluding nutrition programs, health
care and drug rehabilitation, all under
the idea of a capital budget.

Mr. President, perhaps the point was
best made in a Washington Post edi-
torial criticizing the Reagan adminis-
tration for floating the idea of a cap-
ital budget. In that editorial, the Post
wrote that “The concept of the capital
budget applied to the Federal Govern-
ment is pure fakery. It is the resort of
an administration that, finding the re-
alities of the budget intractable, wants
to fuzz up the numbers.” Pretty hard
to argue with that. Pretty hard to
argue with that.

Finally, Mr. President, given all
these holes in the balanced budget rule
proposal offered by the distinguished
Senator from California, it is no won-
der the proponents of this substitute
have concluded that they need to re-
duce the supermajority requirement to
raise the debt ceiling in their sub-
stitute. Given the high likelihood of
substantial borrowing under this sub-
stitute for undefined capital spending,
undefined economic emergencies and
natural disasters and the possible loop-
hole for the abuse of Social Security,
no wonder the proponents of this sub-
stitute do not want to have the three-
fifths vote to raise the debt ceiling. In-
stead, they reduce the antidebt protec-
tions of Senate Joint Resolution 1 to a
constitutional majority.
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Now, Mr. President, I hope we will re-
ject this substitute, which is essen-
tially a hit parade of loopholes repeat-
edly offered over the years by oppo-
nents of the bipartisan consensus bal-
anced budget amendment and which
could literally endanger Social Secu-
rity.

The Feinstein amendment is a hit pa-
rade of loopholes offered in past de-
bates. How can we Kkeep borrowing?
How can we keep doing this to our-
selves, doing this to future genera-
tions, doing this to our children and
our grandchildren? These volumes, this
picture speaks a thousand words, a mil-
lion words, maybe I should say trillions
of words, as to why we have to get
strong about doing something about
these unbalanced budgets.

Let me count the ways why this
amendment is wrong.

No. 1, it exempts an undefined capital
budget, allowing any level of borrowing
for capital as defined by future Con-
gresses. They could do anything they
want to under this amendment. Just
define them—any statute, any simple
majority.

No. 2, it allows for a waiver of the
balanced budget rule in times of eco-
nomic emergency or natural disaster,
however interpreted by any future Con-
gress. They could do anything they
want to if we adopt the Feinstein
amendment. The Dbalanced budget
amendment would be a thing of the
past. There would be no hope to have
any fiscal mechanism at all. In fact, it
would be the biggest joke you could
possibly have.

No. 3, it exempts whatever a future
Congress calls ‘‘Social Security.” They
could define anything as Social Secu-
rity. This endangers the retirement se-
curity of current and future American
seniors.

And No. 4, because of all these loop-
holes for deficit spending, it reduces
the supermajority requirement to raise
the debt ceiling from a three-fifths ma-
jority to a constitutional majority or
51 percent.

The substitute offered by the Senator
from California should be rejected. It
would allow continued deficit spending
and borrowing, as has happened in the
past 28 years, or should I say in 58 of
the last 66 years. It would just continue
the process, only make it easier to do
it under the guise that we are somehow
or other living within a balanced budg-
et amendment constraint as defined by
this amendment.

Mr. President, look, we are talking
about the future of our country. We are
talking about our children. We are
talking about our grandchildren. We
are talking about our seniors. We are
talking about a country that is going
to be swallowed up in debt if we do not
pass a balanced budget amendment.

I had one of the leading liberals from
the Democratic side tell me yesterday
in no uncertain terms that—in fact,
more than one—I have had at least
three or four just flat out admit that if
it had not been for these fights for the

CONGRESSIONAL RECORD — SENATE

balanced budget—and these people, all
but one of these people are against the
balanced budget amendment—if it had
not been for these fights over the bal-
anced budget amendment, if we had not
waged this battle, we would not even
be talking about balanced budgets.

All you have to do is look at this
year’s balanced budget submitted by
President Clinton, and he is not alone.
I saw budgets by several Presidents
that also were smoke and mirrors be-
cause they have to; there is no re-
straint; there is nothing that forces
them to do right. But you look at the
budget that President Clinton called a
balanced budget this year, that he just
submitted. According to the Congres-
sional Budget Office, which has been
pretty accurate on some of these mat-
ters, that budget by the year 2002 will
not be balanced; it will be at least $49
billion in deficit, and that is assuming
that all these rosy scenarios the Presi-
dent has plugged into it are coming to
pass. That is assuming that. The fact
is, it will not be balanced.

Second, even if it was true that it
would be balanced, everybody Kknows
the only way we can reach balance is
to attack the deficits each and every
year up to the year 2002. President
Clinton’s budget goes up for the next 4
years, and then he calls for a 75-percent
reduction in the 2 years after he leaves
office. It does not take a rocket sci-
entist to realize that is a phony budg-
et, that they have tried to get around
the requisite of bringing up here a bal-
anced budget. He said he would. But it
clearly is not a balanced budget. And it
clearly could not be balanced. Even if
you assume that it is—and the Con-
gressional Budget Office says it is
not—the fact is, it could not be bal-
anced by a 75-percent reduction in the
2 years after the President leaves of-
fice. It is as phony a budget as you can
have from that standpoint. But we are
going to work from it because we are
going to have to.

Let me just say this. If we pass the
substitute amendment of the Senator
from California today, those games
will become even more pronounced. No,
what we have to do is, we have to real-
ize that over the last 20 years—frankly,
longer than that—good Democrats and
good Republicans have fought together
to work this out. We have worked it
out. This is the only amendment that
has a chance of passage. It has to pass
unamended.

Frankly, I hope that our colleagues
will vote down the Feinstein amend-
ment and support the balanced budget
amendment in the end. If this goes
down, it is going to be because of one
vote. No matter what the final vote is,
it is going to be because of one vote. I
can tell you that right now. I do not
believe it is going to go down. I believe
we will pass this amendment in the
Senate, and I am hopeful that this will
be an incentive to go to the House.

Mr. President, do I have any time re-
maining?
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The PRESIDING OFFICER (Mr.
HUTCHINSON). The Senator has 15 sec-
onds.

Mr. HATCH. Then I yield back the re-
mainder of my time, and I move to
table and ask for the yeas and nays.

The PRESIDING OFFICER. Is there a
sufficient second?

The Senator from California has 17
seconds.

Mr. HATCH. I am sorry.

Mrs. FEINSTEIN. I would add very
quickly, Mr. President, that there is
one, deep, soft underbelly in the major-
ity balanced budget amendment. You
cannot use Social Security trust funds
and spend the money on operating ex-
penditures, whether it be for a battle-
ship or a satellite, and save those mon-
eys for someone’s retirement.

I rest my case. I thank the Chair. I
yield the floor and the remainder of my
time.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. I move to table the
amendment and ask for the yeas and
nays.

The PRESIDING OFFICER. Is there a
sufficient second?

There is a sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question occurs on the motion to table
amendment No. 11, offered by the Sen-
ator from California [Mrs. FEINSTEIN].

The yeas and nays have been ordered.
The clerk will call the roll.

The assistant legislative clerk called
the roll.

The result was announced, yeas 67,
nays 33, as follows:

The result was announced—yeas 67,
nays 33, as follows:
[Rollcall Vote No. 15 Leg.]
YEAS—67

Abraham Frist Murkowski
Allard Gorton Murray
Ashcroft Graham Nickles
Baucus Gramm Reid
Bennett Grams Robb
Bond Grassley Roberts
grownback greg% Rockefeller

ryan age Roth
Burns Hatch Santorum
Byrd Helms Sessions
Campbell Hutchinson
Chafee Hutchison She,lby
Coats Inhofe Smith, Bob
Cochran Jeffords Smith, Gordon
Collins Kempthorne H.
Coverdell Kerrey Snowe
Craig Kyl Specter
D’Amato Lott Stevens
DeWine Lugar Thomas
Dodd Mack Thompson
Domenici McCain Thurmond
Enzi McConnell Warner
Faircloth Moseley-Braun Wyden

NAYS—33

Akaka Feingold Landrieu
Biden Feinstein Lautenberg
Bingaman Ford Leahy
Boxer Glenn Levin
Breaux Harkin Lieberman
Bumpers Hollings Mikulski
Cleland Inouye Moynihan
Conrad Johnson Reed
Daschle Kennedy Sarbanes
Dorgan Kerry Torricelli
Durbin Kohl Wellstone

The motion to lay on the table the
amendment (No. 11) was agreed to.

Mr. HATCH. I move to reconsider the
vote.
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Mr. CRAIG. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. Mr. President, I know
there are a couple of Senators who
want to qualify their amendments.

UNANIMOUS-CONSENT AGREEMENT

Mr. President, I ask unanimous con-
sent that immediately following the
vote on Senator TORRICELLI’S amend-
ment, Senator DORGAN be recognized to
offer his substitute amendment. I fur-
ther ask unanimous consent that there
be 2 hours of debate equally divided in
the usual form, and following the expi-
ration or yielding back of time, the
Senate proceed to a vote on or in rela-
tion to the Dorgan amendment.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HATCH. I thank the Chair.

The PRESIDING OFFICER. Under
the previous order, the Senator from
New Jersey [Mr. TORRICELLI] is recog-
nized to offer an amendment on which
there shall be 3 hours of debate equally
divided in the usual form.

Mr. BUMPERS addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Arkansas.

Mr. BUMPERS. Mr. President, I
would like to address a question to the
distinguished Senator from New Jer-
sey. Would he be willing to yield me 30
seconds in order for me to offer an
amendment?

Mr. TORRICELLI. I am pleased to
yield to the Senator from Arkansas.

MOTION TO REFER WITH INSTRUCTIONS

Mr. BUMPERS. Mr. President, on be-
half of Senator FEINGOLD and myself,
we move to refer Senate Joint Resolu-
tion 1 to the Budget Committee with
instructions to report back forthwith
with an amendment. That is essen-
tially the amendment.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Arkansas [Mr. BUMP-
ERS], for himself and Mr. FEINGOLD, moves to
refer Senate Joint Resolution 1 to the Budg-
et Committee with instructions to report
back forthwith with an amendment.

The motion with instructions fol-
lows:

Strike all after the resolving clause and in-
sert the following:

‘“‘SECTION 1. POINT OF ORDER AGAINST BUDG-
ET RESOLUTIONS THAT FAIL TO SET FORTH A
GLIDE PATH TO A BALANCED BUDGET.—Sec-
tion 301 of the Congressional Budget Act of
1974 is amended by inserting at the end
thereof the following new subsection:

““(j) It shall not be in order to consider any
concurrent resolution on the budget (or
amendment, motion, or conference report
thereon) that fails to set forth appropriate
levels for all items described in subsection
(a)(1) through (7) for all fiscal years through
2002.”

““SECTION 2. PROHIBITION ON BUDGET RESO-
LUTIONS THAT FAIL To SET FORTH A BAL-
ANCED BUDGET.—Section 301 of the Congres-
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sional Budget Act of 1974 is amended by in-
serting at the end thereof the following new
subsection:

“(k) CONGRESSIONAL ENFORCEMENT OF A
BALANCED BUDGET.—

‘(1) Beginning in 2001, it shall not be in
order to consider any concurrent resolution
on the budget (or amendment, motion, or
conference report thereon) that sets forth a
level of outlays for fiscal year 2002 or any
subsequent fiscal year that exceeds the level
of receipts for that fiscal year.

‘“(2) The receipts (including attributable
interest) and outlays of the Federal Old-Age
and Survivors Insurance Trust Fund and the
Federal Disability Insurance Trust Fund
used to provide old age, survivors, and dis-
abilities benefits shall not be counted as re-
ceipts or outlays for purposes of this sub-
section.”

‘“SECTION 3. POINT OF ORDER AGAINST BUDG-
ET RESOLUTIONS THAT FAIL TO ESTABLISH A
GLIDE PATH FOR A BALANCED BUDGET BY 2002
AND SET FORTH A BALANCED BUDGET IN 2002
AND BEYOND.—

(a) Section 904 of the Congressional Budget
Act of 1974 is amended by inserting ¢301(j),”
after ¢“301(I),” in both places it appears.

(b) Add the following new section imme-
diately following Section 904 of the Congres-
sional Budget Act of 1974:

‘““SEC. —. Section 301(k) may be waived (A)
in any fiscal year by an affirmative vote of
three-fifths of the whole number of each
House; (B) in any fiscal year in which a dec-
laration of war is in effect; or (C) in any fis-
cal year in which the United States is en-
gaged in military conflict which causes an
imminent and serious military threat to na-
tional security and is so declared by a joint
resolution, adopted by a majority of the
whole number of each House, which becomes
law.

““SECTION 4. TECHNICAL CHANGES.—Section
306 of the Congressional Budget Act of 1974 is
amended as follows:

(a) Immediately following ‘‘Sec. 306.” in-
sert the following:

‘‘(a) Except for bills, resolutions, amend-
ments, motions or conference reports, which
would amend the congressional budget proc-
ess,”’.

(b) Add the following at the end of subpara-
graph (a):

‘“(b) No bill, resolution, amendment, mo-
tion, or conference report, which would
amend the congressional budget process
shall be considered by either House.”

Mr. BUMPERS. Mr. President, I now
ask unanimous consent that the
amendment be laid aside subject to fur-
ther consideration.

The PRESIDING OFFICER. Is there
objection to consider the motion at
this time? If not, without objection, it
is so ordered. Without objection, the
motion to set aside is granted.

Mr. FEINGOLD. Mr. President, I
would also like to ask the Senator
from New Jersey if he would yield.

Mr. TORRICELLI. I will be happy to
yield.

Mr. FEINGOLD. I thank the Senator
from New Jersey.

Mr. President, I ask unanimous con-
sent that the pending business be set
aside.

The PRESIDING OFFICER. Without
objection, it is so ordered.

AMENDMENTS NOS. 13 AND 14

Mr. FEINGOLD. Mr. President, I
have two amendments to Senate Joint
Resolution 1 that I would like to offer.
I ask unanimous consent that it be in
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order to send both of them to the desk
at this time. I understand they will be
set aside until a later point when they
can be debated and voted upon, Mr.
President.

The PRESIDING OFFICER. Is there
objection? Without objection, it is so
ordered. The clerk will report the
amendments.

The assistant legislative clerk read
as follows:

The Senator from Wisconsin [Mr. FEIN-
GOLD] proposes amendments numbered 13 and
14.

Mr. FEINGOLD. Mr. President, I ask
unanimous consent that further read-
ing of the amendments be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendments (Nos. 13 and 14) are
as follows:

AMENDMENT NO. 13
(Purpose: To require approval of the
amendment in 3 years)

On page 2, line 7, strike ‘‘seven” and insert
“37.

AMENDMENT NO. 14

(Purpose: To permit the use of an accumu-
lated surplus to balance the budget during
any fiscal year)

On page 2, line 15, after ‘‘vote’ insert ‘‘or
unless Congress shall provide by law that an
accumulated budget surplus shall be avail-
able to offset outlays to the extent necessary
to provide that outlays for that fiscal year
do not exceed total receipts for that fiscal
year’’.

AMENDMENT NO. 15

(Purpose: To permit limited waiver during

economic emergencies and allow a capital

budget)

Mr. TORRICELLI. Mr.
have an amendment.

The PRESIDING OFFICER. The
clerk will report the amendment.

The assistant legislative clerk read
as follows:

The Senator from New Jersey [Mr.
TORRICELLI] for himself, Mr. LAUTENBERG,
Ms. LANDRIEU, Mr. KOHL and Mrs. BOXER,
proposes an amendment numbered 15.

Mr. TORRICELLI. Mr. President, I
ask unanimous consent that further
reading of the amendment be dispensed
with.

The PRESIDING OFFICER. Without
objection, it is so ordered.

The amendment is as follows:

On page 3, strike lines 4 through 11, and in-
sert the following:

““SECTION 5. The Congress may waive the
provisions of this article for any fiscal year
in which a declaration of war is in effect.

“The provisions of this article may be
waived for any fiscal year in which the
United States faces an imminent and serious
military threat to national security and is so
declared by a joint resolution, which be-
comes law.

“The provisions of this article may be
waived for any fiscal year in which the
United States is in a period of economic re-
cession or significant economic hardship and
is so declared by a joint resolution, which be-
comes law.

On page 3, strike lines 15 through 19, and
insert the following:

““SECTION 7. Total receipts shall exclude
those derived from net borrowing and the

President, I
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disposition of major public physical capital
assets. Total outlays shall include all out-
lays of the United States Government except
those for repayment of debt principal and
those dedicated to a capital budget. The cap-
ital budget shall include only investments in
major public physical capital that provides
long-term economic benefits.

Mr. TORRICELLI. Mr. President, I
offer my amendment recognizing that
the context of this debate is fundamen-
tally different because of over 20 years
of effort by the Senator from Utah, Mr.
HATCH, and a Member in the House
from Texas, Mr. STENHOLM, who have
worked diligently to bring before this
institution of the Congress an amend-
ment to require a balanced budget.

While their efforts to date have not
succeeded, the fact that we meet with
a Federal deficit which has been re-
duced by over 60 percent in annual
terms in the last 3 years is no small
testament to their efforts.

The national debate has been fun-
damentally changed. It is no longer a
question of if there is going to be an
operating balanced budget in the U.S.
Government, but when and how it is
going to be achieved.

I take great pride in that, through
the years, on three occasions I joined
with them to do so, because, in my
judgment, 15 years ago this country
began a radical and even dangerous ex-
perimentation with changing the fi-
nances of the U.S. Government. There
had been for some 200 years an
unspoken compact among the genera-
tions—the Nation would borrow for its
national defense or to provide for its
domestic economy in times of danger
or severe deprivation, but quickly re-
turn to an operating surplus and to pay
those debts when the situation allowed.

So from the War of 1812, and the Civil
War, through the Second World War
and the time of the Great Depression,
succeeding giants of American history
borrowed so much as was necessary to
ensure the survival of the Republic, but
almost immediately in each and every
circumstance returned to an operating
surplus and dealt with the principal of
the debt in fairness to future genera-
tions and to assure the financial health
of the U.S. Government.

Our generation has the unfortunate
distinction of being the first to break
that compact. During the 1980’s, the
Federal deficit, from less than $1 tril-
lion, grew to in excess of $4 trillion. In-
deed, during the Reagan Presidency
alone, the annual Federal debt grew at
a rate in excess of 13 percent, reaching
the extraordinary drain on the Federal
Treasury for interest alone of 20 per-
cent of all revenues.

When the Clinton administration as-
sumed office 4 years ago, President
Clinton inherited an operating deficit
of $290 billion. In 4 years we have expe-
rienced an extraordinary change, a 63-
percent reduction in the annual debt of
the U.S. Government as a result of the
deficit reduction initiative of 1993. So
at this point the United States has the
lowest operating annual debt of any in-
dustrialized nation in the world with
1.4 percent.
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The question, therefore, is whether
the United States has learned a valu-
able lesson from the excesses that
began in 1981 and began to abate in
1993, or whether, indeed, this change of
fortunes in the last 4 years is itself an
aberration, and a permanent amend-
ment to the Constitution is required.

There have been few instances in the
life of this Republic when any Congress
has found it necessary to change the
Constitution by which we govern our-
selves. We recognize that the U.S. Con-
stitution is a precious document in its
balances, its allocation of powers. It is,
I think, important to note, and no
small achievement, that when the 20th
century ends in but a few brief years
there will be only two governments on
this globe who will end the century
with the same basic form of govern-
ment, under the same Constitution,
with the same allotment of powers
with which they began the century.
The United States of America is one.
The certain genius of our Constitution,
both how it was written and how it dis-
tributed powers, is certainly a reason.

I rise, therefore, Mr. President, rec-
ognizing that any decision to amend
the Constitution of the United States
is extraordinarily serious and, indeed,
sobering for every Member of the insti-
tution. I, therefore, believe if it is to be
amended, it is to be done so carefully,
and in every respect, ensuring that we
understand the consequences.

The amendment that I bring before
the body today deals with three central
elements of the resolution. First,
whether or not the U.S. Government
should continue to both have its cur-
rent accounts and its capital budget re-
flected in a single accounting; second,
how, indeed, under this amendment the
Government will respond to times of
economic recession; and third, how the
U.S. Government would respond to
threats to our national security under
the provisions of the resolution.

I begin, Mr. President, with a ques-
tion of a capital budget. Throughout
these last 20 years, much has been spo-
ken about the mounting deficit of the
U.S. Government. We have convinced
the American people, I believe, of two
conclusions that bear further scrutiny.
First, that the principal and only debt
of the United States that bears witness
is the debt operational of the U.S. Gov-
ernment; and second, that the appro-
priate level of debt of the U.S. Govern-
ment is zero. Neither conclusion, Mr.
President, bears scrutiny.

No institution which plans for its fu-
ture, is properly taking advantage of
its ability to borrow, has no operating
deficit. Indeed, Mr. President, 43 States
in this Union by calculation set the
proper and appropriate level of deficit
borrowing. The States do so through
capital borrowing commissions. They
evaluate the transportation, the infra-
structure needs, the investment needs
of their States and carefully calculate
their ability to pay back those loans
and what they will contribute to the
economic performance of their States.
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Indeed, this has been so successful
that for the last 50 years not only has
no State defaulted, but, indeed, I know
in no instance when there has been a
serious issue of a Governor of either
party or their respective legislatures
engaging in inappropriate or excessive
borrowing, or any borrowing, other
than what was required for the eco-
nomic future of their State.

Unique in our society is the U.S.
Government. Unlike all major busi-
nesses in each of these States, and all
of our economic competitors, the U.S.
Government has no capital budget. In
our planning, we regard the construc-
tion of a road or a railroad or a school
which may last for 20, 50, or 100 years
the same way we regard the hiring of a
new employee, the buying of a piece of
paper, paying for the lights. The fact is
that by any standard accounting—one
is the exchange of financial resources
for a lasting and productive resource,
and the other is an immediate con-
sumption—this has not been addressed
and has never been changed.

My fear, Mr. President, is that if we
adopt the balanced budget amendment
as now offered by the Senator from
Utah without a capital budgeting pro-
vision, the thirsts of the U.S. Govern-
ment for consumption will certainly
begin to exclude what remains of long-
term investments in this country. Be-
cause, indeed, over these years, we
have seen a serious deterioration in the
amount of investment by the United
States. In 1960, 25 percent of the Fed-
eral budget was dedicated to long-term
capital investments. The United States
constructed a highway system that was
the envy of the world. Our mass transit
systems for railroads were still on the
cutting edge. We built a university sys-
tem that was without peer. By the
time the 1960’s concluded, no nation on
Earth would want to be in a position to
not be able to trade the American
transportation or infrastructure or re-
search base with their own.

I doubt, Mr. President, few nations
would make that trade today. The
United States is now last in all devel-
oped nations in the world in our level
of infrastructure investment in capital
planning. Today, our Government in-
vests only 7 percent of our revenues in
capital expenditures, the Japanese hav-
ing a rate of nearly 6 percent, as indi-
cated on this graph, the Germans hav-
ing a rate half again as great as our
own. Our percentage of GDP dedicated
to infrastructure investment is now
barely 1.7 percent.

The question, therefore, is if today
we proceed to a balanced budget
amendment without this exemption for
capital expenditures, will this 1.7 per-
cent rate of GDP, this 7 percent rate of
all Government spending, deteriorate
further? The irony, Mr. President, of
this situation is the exact opposite of
what has happened with American
business. American business today op-
erates a $4.5 trillion deficit. American
businesses learned that deficit spend-
ing, if it involves productivity, new
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plant and equipment, and operating ef-
ficiency, is not only necessary, it is re-
quired for future economic growth.

Mr. President, I attempt to bring
that same lesson to the floor of this
Senate. We are potentially putting a
straitjacket financially on this Govern-
ment and our ability to be competitive.

In the United States today, there are
a quarter of a million miles of roads
that are substandard and in need of im-
mediate repair. They will not serve us
another century of efficient business
performance. Twenty-five percent of
all the bridges in America that are
handling the cargo of our industry,
servicing our towns, leading to the pro-
ductivity of our businesses, are in need
of immediate repair. The great ports of
America, which once rivaled any in the
world—and now, indeed, the port of
New York, once the most efficient and
busiest port in the world, now offloads
cargo in the outer harbor because it is
too shallow to take modern ships like
Japan and Europe. We are disinvesting
in America, transforming places in this
country into the efficiency of Third
World nations. This disinvestment in
the American future cannot continue.

The Senator from Utah, in previous
discussions in the Judiciary Com-
mittee, makes a worthwhile point: Who
is to ensure that worthwhile capital
projects are not placed in the general
operating budgets of the U.S. Govern-
ment, or vice versa? Who is to draw the
line? Well, Mr. President, in our cor-
porations, in our homes, and indeed in
our States, we have learned to draw
that line. States have capital planning
commissions. Every homeowner has
learned the difference between a home
mortgage and buying a new suit or
paying for the evening meal. Indeed,
every corporation in America has
learned in the marketplace to distin-
guish. So can this Government, and so
it must.

Mr. President, I believe that, more
perhaps than any other provision I
offer in my amendment today, this call
for capital planning in the U.S. Gov-
ernment will reflect how serious we are
at long last about rearranging the
spending powers of the U.S. Govern-
ment and making them responsible
again. And so the first of three provi-
sions in my amendment to the bal-
anced budget amendment is for dealing
with capital spending.

Mr. President, my second provision
deals with the ability of the U.S. Gov-
ernment to respond to another set of
contingencies, just as important as
dealing with the long-term financial
planning of this Government and its in-
vestments. I mentioned the question of
dealing with national military emer-
gencies. The Senator from Utah appro-
priately has placed in his balanced
budget amendment a provision that, if
the United States engages in a war,
through a declaration of war, three-
fifths of the Congress can waive the
provision of a balanced budget. He is
right to do so. But it is also inad-
equate.
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Mr. President, in the experiences of
the 20th century, the most important
military expenditures to defend this
Union have not always been made sole-
ly after a declaration of war. Given the
enormity of preparing for armed con-
flict, the complexity of technology and
the time necessary to construct the
implements of war, the most important
expenditures have often been made in
the months or years preceding armed
conflict. Indeed, the principal battles
of the Second World War, when the im-
plements of war were considerably less
costly or complex than those that we
will meet in the 21st century, the prin-
cipal investments for that conflict
were made not only in the months, but
in the years preceding the Second
World War.

President Roosevelt’s decision to re-
build the U.S. Navy and double its size
was made not after Pearl Harbor, but
in the years before. The question,
therefore, with this amendment, that
we are to waive these provisions only
after a declaration of war—what does
that do to an American President and
the American military that recognizes
an imminent threat, can discern an al-
most certain conflict, and needs des-
perately to prepare the Union to defend
itself?

Indeed, Mr. President, in our own
time, in the Persian Gulf war, on a far
smaller scale, we recognized exactly
these circumstances. It was 5 months
from the time that Saddam Hussein in-
vaded Kuwait to the beginning of hos-
tilities on the Kuwaiti-Iraqi border. In
those 5 months, the U.S. Government
was operating at a $220 billion deficit.
President Bush consumed an additional
$10 billion in deficit spending to pre-
pare for the almost certain conflict
with Iraqi Armed Forces. There was no
declaration of war, but there was no
mistaking what was going to happen.
It was as certain as Franklin Delano
Roosevelt saw an imminent conflict
with Germany and Japan, and as cer-
tain as President Wilson knew there
would be a conflict in Europe, and in-
deed as certain as in the opening weeks
of his administration, President Lin-
coln knew the inevitability of a war be-
tween the States. Each began to plan
for conflict. Each began to borrow. And
when the conflict began, this country
at least approached being prepared.

And so, Mr. President, the second
principal change that I offer to the bal-
anced budget amendment—the first
was to allow for a separate capital
planning expenditure budget to deal
with long-term economic investments.
My second is to allow, by a joint reso-
lution, the declaration of a national
military emergency so that the coun-
try can properly plan.

I do so in fairness to the Senator
from Utah. I also want to mention that
I do so without there being a declara-
tion of war, but also changing to a ma-
jority vote, in recognition that I do not
want any foreign adversary to ever
miscalculate that because we are un-
able to reach a three-fifths vote, we

February 26, 1997

will also be unable to defend the United
States.

It is worth noting that, at no point in
the years preceding the Second World
War, at no point preceding the First
World War, and it was demonstrated at
no point before the Persian Gulf war,
did three-fifths of this institution
stand for the proper preparations for
war. Indeed, as a Democratic author of
the Persian Gulf war measure in the
House of Representatives, we never did
get a three-fifths vote. With Germany
having overrun half of Europe, these
institutions of the Congress passed the
Selective Service Act to prepare the
United States for a war, which was al-
most certain, by a single vote. There-
fore, not only do I provide for a joint
resolution so the United States can
prepare for imminent hostilities, but I
do so by a majority vote.

Third, Mr. President, I have an addi-
tional change which deals with an
equally important matter of economic
recession. There are those who come to
the floor of the Senate and argue that
deficit spending is necessary to main-
tain the economic performance of the
United States, and they provide evi-
dence that, indeed, the rapid growth of
this economy in the latter half of the
20th century and the extraordinary
standard of living that we have
achieved is due in no small part to the
ability of the United States to borrow.
Others argue that that right has been
abused. Indeed, we have drawn upon
our credit to such an extent that we
have placed a burden on the future
which is unsustainable, and, with 20
percent of our tax dollars going not to
build new roads, not to educate an-
other generation, but to only pay in-
terest on the debt, they are right. In-
deed, Mr. President, both are right on
the question of achieving a balance be-
tween the two.

There has been in this latter half of
the 20th century a notable and even ex-
traordinary change in the business
cycle of growth and recession. Indeed,
between 1900 and 1950 there were 33
quarters of real negative economic
growth. Through the experience of the
Great Depression the U.S. Government
learned, and then admittedly abused,
the ability to adjust the business cycle
through borrowing in times of reces-
sion to compensate for declining pri-
vate investment and expenditures. The
result is that in these last 47 years
compared with the 33 quarters of nega-
tive economic growth in the first half
of the century, we have experienced
only four quarters of negative eco-
nomic growth since 1950.

The question then is, How do we
achieve a balance? The Senator from
Utah appropriately noted that the
power to borrow has been abused with
a mounting deficit which is
unsustainable on its face versus losing
this ability to deal with real economic
downturns and provide adjustments.
Indeed, Secretary Rubin in his testi-
mony provided a warning that without
some ability to stabilize we could
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“turn slowdowns into recessions and
recessions into more severe recessions
or even depressions.”’

The Treasury Department has esti-
mated that during the 1992 recession,
without the ability to engage in some
deficit spending, the recession that
lasted from 1990 to 1992 would have had
in excess of 9 percent unemployment
instead of 7.7 percent with an addi-
tional 1 million jobs being lost.

Mr. President, I have attempted in
my amendment in its final provision to
strike a balance. That is where the in-
stitutions of the Congress could by
joint resolution declare an economic
emergency and allow it, only for so
long as it believes that emergency ex-
ists, to engage in deficit spending to
ensure that the public works programs
and job creation ability of the Govern-
ment is not lost.

Mr. President, we will never know
what would have happened in the Great
Depression had there not been a Second
World War or a New Deal and the mas-
sive deficit spending of that period to
end the economic debt into which this
country had gone. It was by any meas-
ure a real threat to American democ-
racy. In the Second World War this
country approached 60 percent of GDP
in deficit spending. It is a debt burden
which the Nation must bear. It also
provided a foundation for a standard of
living and an economic performance
which in all of human history has
never been equaled.

My amendment seeks to use the cred-
itworthiness powers of this Govern-
ment to deal with those economic con-
tingencies but making certain that
they are used only in periods of eco-
nomic emergency.

In short, Mr. President, in each of
these provisions I have attempted to do
by constitutional amendment what
common sense provided that we do
through 200 years of American history.
I do so with considerable regret. Suc-
ceeding generations in this country
provided for capital spending because
they cared about the future. The Con-
stitution didn’t require that they do it.
They did it because it made sense for
the American future. Succeeding gen-
erations borrowed to defend the Nation
when it was threatened because they
cared about the defense of the Repub-
lic, not because the Constitution re-
quired that they only borrow to pro-
vide for the national defense and not
exceed that authority when the Nation
was not threatened. Succeeding genera-
tions borrowed to deal with economic
recessions and depressions because
they cared about the economic future
of the country and our people and did
not abuse it.

No Member of the Senate should take
pride in the fact that in our generation
it might be necessary to amend the
United States Constitution to provide
for these capital expenditures in deal-
ing with military threats and economic
emergencies, to assure that our coun-
try is responsible in dealing with that
borrowing, and that the borrowing is
done only to the extent and to the de-
gree that it is appropriate. We should

CONGRESSIONAL RECORD — SENATE

do so because we care about our people
and the future of the Republic. Yet,
like the Senator from Utah, I rise be-
cause there is the unmistakable fact
that in our own time that power has
been abused.

Therefore, I rise with amendments to
the resolution recognizing that amend-
ing the Constitution is unlike any
other action taken by the Congress of
the United States. We legislate not for
our time; we write for all time. These
are words that will govern contin-
gencies that we cannot imagine, cir-
cumstances that we cannot foresee. If
it is necessary to amend the Constitu-
tion of the United States, it is nec-
essary to do so to the fullest extent
possible with all the wisdom that we
can muster. I believe the amendment
of the Senator from Utah would be im-
proved and enhanced by these changes.
Indeed, I believe these changes are nec-
essary to responsibly add to the work
of our ancestors who wrote this great
document and provided for the polit-
ical stability of this Nation through
these two centuries and allowed it to
become the unique society and the ex-
traordinary Nation that we have be-
come.

Mr. President, I yield the floor.

The PRESIDING OFFICER (Mr. ROB-
ERTS). Who yields time?

Mr. HATCH. Mr. President, I yield 3
minutes to the distinguished Senator
from Wisconsin.

Mr. KOHL. Mr. President, I rise
today as a strong supporter of the bal-
anced budget amendment and a strong
supporter of the Torricelli amendment.
I do not believe that the two are incon-
sistent

Those of us who support amending
the Constitution to balance the budget
have an obligation to make sure that
we are supporting the best possible bal-
anced budget amendment. I listened
carefully to Senator BYRD earlier this
week when he talked about the sanc-
tity of the Constitution. He argued,
and I agree, that we ought to amend
this most basic and important docu-
ment of our Government with only our
best ideas, principles and language.

The balanced budget amendment
does, in my opinion, embody a prin-
ciple simple and vital enough to de-
serve inclusion in the Constitution. It
says that we ought to spend no more
than we take in. It says that this gen-
eration has no right to finance its own
consumption with money borrowed
from the next generation. It asks the
Federal Government to run its finances
in a manner that both provides for a
strong America in the present and
builds a stronger America in the fu-
ture.

The Torricelli amendment would im-
prove the balanced budget amendment
by bringing it closer to this funda-
mental principle. The Torricelli
amendment would exclude investments
in physical infrastructure that provide
long-term economic benefits from the
definition of Federal outlays. In other
words, it would put into the balanced
budget amendment the requirement
that we balance our operating budget
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but would allow debt financing of long-
term public investments.

To me this makes eminently good
sense. It is how everyone else Kkeeps
their books, from State governments,
to businesses, to families. You pay now
for things that are going to benefit you
now, and you pay over time for invest-
ments, the value of which accrues over
time. A State government issues bonds
to finance major highway projects and
new construction of public buildings. A
business goes to the bank for a loan to
upgrade its machinery. A family takes
out a mortgage to buy a house.

When we say on the Senate floor that
the Government ought to balance its
books just like an American family has
to, we mean that the Government
ought to balance its operating budget
just like an American family has to.
No one is suggesting that a family wait
until they save up enough money to
pay cash for a home. If we operated
that way, there would be very few
homes bought in this country.

If the Federal Government must bal-
ance its budget without separating out
its capital expenditures, there will be
very few public investments made in
this country, and that would be very
wrong. Already, the Federal Govern-
ment woefully underinvests in the cap-
ital that will grow our economy—in
our roads, in our schools, in our cities.
The Torricelli amendment will ensure
that in pursuing a balanced budget we
do not have a perverse incentive to
avoid those public expenditures that
would most benefit future generations.

State governments understand this.
Forty-three of them have balanced
budget requirements that separate out
the capital budget. In my State of Wis-
consin, the constitution requires that
taxes cover expenses. But it also states
that debt may be incurred ‘‘to acquire,
construct, develop, extend, enlarge or
improve land, waters, property, high-
ways, railways, buildings, equipment,
or facilities for public purposes.”

That is a simple, straightforward and
correct approach that we ought to take
in the Federal balanced budget amend-
ment, and I hope my fellow supporters
of the balanced budget amendment will
agree. This debate has always been
about stopping the practice of robbing
Peter and Paul, Jr. to pay for Peter
and Paul, Sr. Supporters of a balanced
budget amendment want to look be-
yond our needs today and toward our
hopes for the future.

That means not spending more than
we take in. And that means making
wise, long-term investments in the
economy that will sustain future gen-
erations. We can do both with a bal-
anced budget amendment to the Con-
stitution if we also pass the Torricelli
amendment, and so I urge my col-
leagues to do so.

I yield the floor.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. I yield 15 minutes to the
distinguished Senator from Tennessee.
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The PRESIDING OFFICER. The Sen-
ator from Tennessee is recognized.

Mr. THOMPSON. I thank the Chair. I
thank the Senator from Utah for his
strong leadership on this issue. It is
not easy carrying the ball for so long
and so well. He has done such an admi-
rable job of that. I am sure our col-
leagues on both sides of the aisle ad-
mire him for what he has done.

I want to talk for a few minutes on
the broader question of the need for the
constitutional amendment to balance
the budget. It seems to me that among
all of the things we address in this
body, there are some basic consider-
ations that should underlie it all, and
we should focus from time to time on
what we really should be about, what
we should do as those who govern.

I think it comes down to two basic
categories, that is, trying to institute
policies that make for the long-term
strength of this country, and to try to
do things that will encourage people to
have more confidence and faith in their
system of government.

I believe those are the two basic
things we ought always keep in mind
as we go about our structured exist-
ence around here, the hurly-burly that
we all have to contend with in passing
thousands of pieces of legislation. Does
it contribute to the long-term strength
and viability of this country and does
it contribute to people’s confidence in
their form of Government. I feel that is
what we are dealing with here. I feel
that every once in a while something
comes up that really is important with
regard to one or the other of those con-
siderations, and I think the constitu-
tional amendment to balance the budg-
et has to do with both of those consid-
erations, because I fear for the eco-
nomic future of this country if we do
not pass such an amendment.

I feel that when the results of our
economic policies today are felt a little
bit further down the road and we see
that once again the so-called balanced
budget agreements that we may reach
around here do not, in fact, balance the
budget, we are going to increase the
cynicism that the American people al-
ready have toward this Government.
That is why I think a constitutional
amendment to balance the budget is so
important.

There has been a lot of discussion as
to whether or not there really is a
need. I think most all of us take seri-
ously the proposition of amending the
Constitution, even though our fore-
fathers certainly contemplated it.
Thomas Jefferson is often quoted. Cer-
tainly they felt that from time to time
we need to reexamine our basic institu-
tions and not be afraid after due delib-
eration to make changes that in the
course of history are proven necessary
to improve our system of government.
But it is not something to be taken
lightly, and I do not think any of us do
take it lightly.

It is clear that from time to time we
must sit down and see whether or not
we are functioning as we should,
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whether we are getting the job done for
this country and, if not, what should
we do about it. We can go down the
same old road or we can try to do
something about it.

This constitutional amendment con-
stitutes doing something about it be-
cause it is clear that we will go down
in history under present circumstances
as the first generation to leave their
children in worse shape than they
found their country when they took po-
sitions of leadership. It is true, without
question, that we are leaving the next
generation with astronomical tax rates
to face, astronomical interest rates to
face, a slower economy. We certainly
are on the road, the path that most and
great civilizations have followed
through history. Some historians say
you can calculate it almost to the
year. Some say they survive for 250
years. A case can be made that we are
on the downside of that mountain, that
we are certainly going in the same di-
rection of other great powers—the
Turks or Ottoman Empire or Spanish
Empire, ones that ruled the world once
upon a time but proved they could slide
off into second-rate powers and nations
that were much less than what they as-
pired to be or were in prior times.

A good case can be made that we are
on track for that. We know, our own
entitlement commission tells us that
by the year 2012 we will be paying out
all of the tax collections we receive in
entitlement and interest rates and
have nothing for national defense, have
nothing for infrastructure, have noth-
ing for education. That is the road we
are going down.

Some say, no, we are making
progress; all we need to do is get about
the business of balancing the budget,
that we are really making progress. If
history is to be any indication of that,
though, I hope that plea falls on deaf
ears, as it should.

The President’s budget is used as an
example of the fact that we are making
progress, we might even have a so-
called balanced budget amendment
agreement. However, upon examina-
tion, we see readily that the Presi-
dent’s budget or anything that might
come from the President’s budget that
we might agree to is not going to solve
the problem. It will not balance the
budget. It adds over $1 trillion to the
debt. It is based on assumptions that in
all likelihood will not play out. It is
based on assumptions having to do
with current economic expansion
which is now in the sixth year, making
it the third longest on record. The like-
lihood is that will not continue indefi-
nitely. It is based upon high projec-
tions of corporate profits that the CBO
says are unrealistic. It is based upon
the proposition that we will continue
to have medical savings, and many,
many experts, including the Budget
Committee, think we have got most of
those savings on the front end, that
they will not be occurring year after
year after year, and that will impact
our tax revenues.
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The President’s budget is based upon
extremely optimistic projections for
long-term interest rates. And last but
not least, of course, three-quarters of
the cuts in the President’s budget come
after the President is no longer in of-
fice, the last 2 years.

In other words, it is based on the
proposition that a future Congress will
have more courage than this one does
and we will be making cuts in discre-
tionary programs, things that most all
of us agree we need to be more atten-
tive to, things like infrastructure and
research and development and things of
that nature that provide for the long-
term viability of this Nation. But the
proposition is that we will continue to
squeeze that 17 percent of nonentitle-
ment, nondefense, noninterest portion
of the budget, that narrow 17 percent,
for those infrastructure items and
parks and that sort of thing, and get
astronomical savings from cutting
those areas in the last 2 years.

We know that will not happen. We
know that will never take place. So
that is why David Broder referred to
the budget as one of ‘“‘no hard choices.”
But, as we know, the time is past for
no hard choices. We cannot get by with
that any longer. We cannot get by with
that indefinitely.

Last Saturday I was watching on tel-
evision, on C-SPAN, a former colleague
of ours, Senator Packwood. He was
speaking to a group out in Oregon
about things that he knows a lot about,
about our tax structure, about budg-
etary matters. As chairman of the Fi-
nance Committee, of course, he was
deeply involved in those matters. He
had some charts.

I called and asked for those tables
with regard to percentages of taxing
and spending as a percentage of gross
domestic product with regard to this
country and other countries. There are
some very interesting things in there
in terms of where we are today and
where we are likely to be tomorrow.

Mr. President, I ask unanimous con-
sent that those tables be printed in the
RECORD.

There being no objection, the tables
were ordered to be printed in the
RECORD, as follows:

FEDERAL, STATE/LOCAL AND TOTAL GOVERNMENT TAXES
AND SPENDING AS A PERCENTAGE OF GROSS DOMES-
TIC PRODUCT: 1950-95

[United States only; in percent]

Federal State/Local * Total

Year

Tax Spend Tax Spend Tax  Spend

1 214 231
3 239 251
8 262 261
6 261 262
8 297 297
4 293 324
2296 315
2291

2295 330
7295 340
8 295 341
107 296 333
107300 327
107 304 324

6.
6.
1.
8.
0.
0.
0.
0. 33.0
0.
0.
L.
1.
L.
L

oo NI N wwoo

*Does not include the receipt or spending of grants-in-aid from the fed-
eral government, which are counted as federal expenditures.

Note: Totals may not add due to rounding.

Source: Budget of the United States Government, Historical Tables, Office
of Management and Budget, March, 1996.
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TOTAL GOVERNMENT TAXES AND SPENDING FOR SELECTED ORGANIZATION FOR ECONOMIC COOPERATION AND DEVELOPMENT (OECD) COUNTRIES AS A PERCENTAGE OF GROSS

DOMESTIC PRODUCT, 1970-95

[In percent]

Country
Tax Spend Tax Spend Tax Spend Tax Spend Tax Spend
United States 29 32 31 32 30 33 31 33 32 34
Japan 21 19 28 32 31 32 35 32 34 38
United Kingdom 40 39 40 43 4 44 39 40 37 42
Canada 34 35 36 39 39 15 2 46 42 16
Germany 38 39 15 18 46 47 43 45 46 50
Netherlands 42 44 51 55 54 57 49 54 48 51
France 39 39 46 46 19 52 48 50 49 54
Italy 30 34 33 42 38 51 42 53 45 52
Norway 44 41 18 13 50 41 52 49 47 16
Denmark 42 40 53 56 57 59 57 59 60 62
Sweden 47 43 56 60 60 63 63 59 59 67

* Projected.

Note: All figures rounded. The percentages in this chart are compiled by the OECD, an association of the major industrialized countries of the world. The OECD uses a different method of calculating government expenditures and reve-
nues than the standard budget accounting method the U.S. government uses. Therefore, while the figures in this table give an accurate comparison of the spending and revenue trends of our major competitors, these figures should not be

compared directly to other data.

Source: Organization for Economic Cooperation and Development Outlook, December 1995.

TOTAL GOVERNMENT TAXES AND SPENDING FOR SELECTED INDUSTRIALIZING COUNTRIES AS A PERCENTAGE OF GROSS DOMESTIC PRODUCT, 1998-94

[Pacific rim countries; in percent]

1998 1990

1991 1992 1993

Country

Tax Spend Tax Spend Tax Spend Tax Spend Tax Spend Tax Spend
Thailand 18 14 19 14 18 14 18 16 18 16 19 15
Taiwan 15 14 17 15 14 16 14 20 14 18 14 16
Korea 17 16 18 16 17 16 18 17 19 18 20 18
Bangladesh 9 17 9 17 10 16 11 16 12 17 12 19
Hong Kong 16 14 15 15 17 14 17 14 19 15 17 16
India 18 20 18 20 17 18 16 17 17 18 16 17
Indonesi 17 19 20 19 18 19 19 19 18 17 17 17
Philippi 16 18 17 20 18 19 18 19 18 19 20 19
China 20 23 20 22 18 21 16 19 15 18 15 18
Chile 21 27 21 20 22 21 22 20 23 21 22 20
Malaysia 25 28 26 30 26 28 27 28 31 25 31 24

Note: All figures rounded. Many nations use different methods of calculating government expenditures and revenues than the standard budget accounting method the U.S. government uses. These series can, however, give an approxi-

mate comparison of these spending and revenue trends of these countries.

Source: Government Finance Statistics Yearbook, International Monetary Fund, 1995. Asia Development Outlook, 1995-1996, Asian Development Bank.

Mr. THOMPSON. What road are we
on? If we do not need a constitutional
amendment to balance the budget and
if we do not have that, what is likely
to happen based on history and based
on reasonable projections?

First of all, he gave me a chart that
had to do with United States, State/
local, and total government taxes and
spending as a percentage of GNP. It
showed a couple of different things.

In 1950, the tax take was 21.4 percent.
In 1950, 21.4 percent of GDP. In 1995 it
was 30.4 percent. But, spending went
from 23.1 percent to 32.4 percent.

So the point that he made, which I
think is a valid one, is you cannot tax
your way out of this problem. We are
increasing taxes both in real terms and
in terms of percentage of GDP, but of
course, spending continues to increase
right along with it. So, today, we are
taxing a little over 30 percent and
spending a little over 32 percent.

Then he made some comparisons
with some other countries. I think it is
some indication of our future, and
some indication of maybe our past in a
way. As far as our future is concerned,
the direction it looks like we are likely
to go is the same direction that many
of our friends in Europe and Scandina-
vian countries went. Figures with re-
gard to Germany, France, Norway,
Denmark, and Sweden—there, interest-
ingly enough, they, too, are spending a
greater percentage of their GDP than
their taxing reflects.

In Germany they are taxing 46 per-
cent, spending 50; France, 49 percent,

spending 54; Norway and Denmark and
Sweden—Denmark, of course, taxing 60
percent of GDP and spending 62 per-
cent.

What is in common among all of
these countries is they all have eco-
nomic problems. They are all having
problems with unemployment. They
are all having the problems with the
demographics that we will soon be fac-
ing, problems of a growing elderly pop-
ulation. They are all economies that, I
think it would be fair to be say, gen-
erally are stagnating and having great
problems. They are all economies that
historically, just like us, always spend
a little more than they tax. They con-
tinue to raise taxes, but always spend a
little more than they tax. That seems
to be our future on the present course.

On the other hand, if you look at
some countries around the Pacific
rim—Taiwan, Hong Kong, Indonesia,
countries of that nature, you see they
are taxing in the neighborhood of be-
tween 14 and 17 percent of GDP and
spending in the neighborhood of 16 and
17 percent of GDP. So, not only do they
have very low rates of taxation and low
rates of spending, but their spending is
not outstripping their taxes.

What do we have there that is com-
mon among those countries? High rates
of growth, high employment rates, eco-
nomic prosperity. They are behind us
right now in many respects. They are
on the move. They are catching up
with these policies, and we are looking
to a future with these other policies.

There is no reason to believe we will
not go down that same road that our
European neighbors and our Scandina-
vian neighbors have gone. That, of
course, will put us in an extremely vul-
nerable position when the baby
boomers start retiring and all of our
social services are flooded with those
numbers. We are not going to be able
to make it. It is going to take all of
our revenues. We all know that. We all
dance around and make sounds about a
balanced budget because we are putting
the numbers down on the back of an
envelope. You could put numbers on
the back of an envelope, saying that fu-
ture Congresses will cut when the time
comes so, therefore, we have a balanced
budget. It is the easiest thing in the
world to do on paper but everybody
knows it is not going to happen. And
when it does not happen, once again we
will wonder why only 48 percent of the
people in this Nation are even both-
ering to vote. It is because they feel
there is a kind of joint, tacit under-
standing we will say whatever is nec-
essary and do whatever is necessary for
temporary political advantage, telling
people we are going to have something
that we are not really going to have,
while continuing to spend because
spending garners political support, po-
litical votes, and political contribu-
tions, and hoping that the hatchet will
fall on somebody else’s watch, years
down the road.
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That is what this is all about. We can
make arguments about various amend-
ments to this constitutional amend-
ment. Some of them are well thought
out, well reasoned and so forth. But
they avoid the hard question. Are we
going to limit ourselves?

Again, people say we do not need to
mess with the Constitution in order to
do that because we have it within our
means to do the right thing. By that
logic, we should not have to have the
first amendment. We have it in our
means not to pass a law abridging free-
dom of speech. All we have to do is not
do it. Yet, we decided that we ought to
have a constitutional amendment be-
cause we know historically, and our
Founding Fathers certainly knew, that
there seemed to be a tendency—I ask
unanimous consent for another 3 min-

utes.
Mr. TORRICELLI. I yield 3 more
minutes.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. THOMPSON. Our Founding Fa-
thers knew historically governments
like to pass laws abridging freedom of
speech. They knew historically that
governments like to pass laws or carry
out activities that constitute illegal
searches and seizures, and that is why
we came up with the fourth amend-
ment. Governments historically like to
do things that we decided a long time
ago that we don’t want them to do.

What has history shown with regard
to our ability to pass a balanced budg-
et, or our ability to restrain spending?
If we have any track record at all, it is
one that is clear as can possibly be and
that is we do not have that ability, we
do not have that will in order to do
that.

Interestingly and parenthetically,
after it was over with, in Q and A, Sen-
ator Packwood was asked, ‘‘Senator
Packwood, where do we get that will?”

He thought for a minute and said, ‘I
am reluctantly coming to the conclu-
sion that the only thing that will cause
it will be term limits.”

But that is a debate for another day.

I yield the floor.

Mr. TORRICELLI. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Mr. HATCH. Mr. President, I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HATCH. Mr. President, we have
before us an amendment that contains
three separate changes to the balanced
budget amendment. I do not believe
that any of these three changes would
be appropriate. I don’t think they are
wise or necessary, and so I have to op-
pose Senator TORRICELLI’S amendment.

Let me add that all of these things,
at least in concept, have already been
rejected by the Senate. There is no rea-
son to adopt them now.
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The first change in the amendment
would allow for a waiver of the bal-
anced budget rule by a majority vote in
any year where the United States is in
a period of economic recession or sig-
nificant economic hardship.

Mr. President, this portion of the
Torricelli amendment is similar to the
Durbin amendment that the Senate de-
feated by an overwhelming 64 to 35 vote
just 2 weeks ago. The reasons it was re-
jected apply to the Torricelli amend-
ment as well. In fact, they may apply
with greater force, as this language is
more permissive and less clear than
was the Durbin amendment.

The terms used in this amendment
are undefined. The determination of
‘“‘an economic recession,” or ‘‘signifi-
cant economic hardship,” could easily
be manipulated by a spendthrift Con-
gress as a way to avoid the discipline of
the balanced budget amendment. Near-
ly anything could be seen as a signifi-
cant economic hardship if considered
from a certain point of view. It is im-
portant to note that even during times
of national economic prosperity, some
regions may experience localized
downturns. This proposal could allow
such regional hardships to justify
waiving the balanced budget amend-
ment and giving the country deficits at
the exact time it should be running
surpluses.

Thus, the amendment, I am sorry to
say, would create a huge loophole, a
giant loophole, that would swallow the
balanced budget rule. It is also impor-
tant to note that if the balanced budg-
et amendment is waived for a session,
it is waived for all spending in that
year. In other words, the amendment
would permit deficit spending for any
number of projects that are in no way
related to the so-called significant eco-
nomic hardship.

Just remember President Clinton’s
1993 attempt to push through a multi-
billion-dollar emergency stimulus
boondoggle under the guise of trying to
end a recession which had, in fact, al-
ready ended. Mr. President, if you take
your finger out of the hole in the dike,
then the whole town can be flooded.

One of the arguments made in favor
of this proposal is that without it, the
balanced budget amendment will some-
how inhibit the functions of the so-
called automatic stabilizers. I have
spoken extensively on this issue, and I
think it is clear that the importance of
automatic stabilizers has been over-
stated and, in any case, the balanced
budget amendment will not inhibit
their functioning.

Moreover, this amendment does not
respond to the concerns raised about
the automatic stabilizers. It simply al-
lows Congress to avoid the balanced
budget by a lower threshold. Put sim-
ply, this proposal is a loophole and
should be rejected, as I hope it will be,
just as a similar proposal was over-
whelmingly rejected a couple of weeks
ago.

The next change this amendment
would make to the balanced budget

February 26, 1997

amendment would be to permit a waiv-
er by a simple majority when the
United States ‘‘faces an imminent and
serious military threat to national se-
curity.” If this proposal sounds famil-
iar to my colleagues, it is because it is
the same amendment that Senator
DoDD proposed about 2 weeks ago. That
amendment was discussed thoroughly
and soundly defeated by a vote of 64 to
36.

This provision would permit a waiver
if the United States merely faces a
threat. I understand what military
conflict is. It involves shooting. But
the notion of a mere threat is far more
pliable. Indeed, ever since the advent
and proliferation of nuclear weapons, it
could be cogently argued that the
United States ‘‘faces an imminent and
serious military threat to national se-
curity’”’ every minute of every day.
Thus, anyone who seeks refuge from
the tough choices necessary to balance
the budget could invoke this threat
and waive the balanced budget rule if
this provision is incorporated into this
balanced budget amendment.

In short, Mr. President, this proposal
is another huge loophole, or would cre-
ate a potentially huge loophole. Its ef-
fect is to weaken and confuse the
standard by which the balanced budget
amendment may be waived and, thus,
it would weaken the balanced budget
amendment. It should be rejected, as it
was before.

The third change that the amend-
ment of my friend from New Jersey
would make would be to exempt spend-
ing on capital items from the balanced
budget rule. Similar proposals were
contained in the Feinstein amendment
that the Senate just rejected only a
few moments ago.

One part of this proposal is that the
definition of receipts, instead of ex-
cluding all funds derived from bor-
rowing, would now exclude only those
derived from ‘‘net borrowing and the
disposition of major public physical
capital assets.” Outlays still include
repayment of debt principal, but also
would exclude ‘‘those dedicated to a
capital budget.”

While I am not entirely clear on the
purpose or full ramifications of the net
borrowing provision from its place-
ment, it appears to take account of de-
preciation of the current year’s capital
or economic income of an item in the
capital budget. It might perhaps have
other effects. In any event, it might ar-
tificially make receipts seem higher, as
a matter of accounting, than they real-
ly are. That, in turn, could allow fu-
ture Congresses to avoid a three-fifths
vote in some years where there is a def-
icit by manipulation of the net bor-
rowing provision of this amendment. I
expressed concerns about this language
when my colleague from New Jersey
proposed it in the Judiciary Com-
mittee. Those concerns have increased
now that he has expanded the excep-
tion from what it was in his committee
amendment. Depreciation is a highly
malleable concept which could allow
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substantial gaming of this provision.
Additionally, this proposal would not
count the proceeds from the sale of
capital assets. I do not understand why
we would limit commonsense flexi-
bility in this way.

The next change this amendment
would make would be to exclude ‘‘in-
vestments in major public physical
capital that provides long-term bene-
fits”” from the definition of outlays.
Mr. President, what does this mean?
How big must an investment be to be
considered major? How far into the fu-
ture must benefits be realized for the
investment to be considered long term?
Is a health program for children phys-
ical because children are an asset?

I could go on for hours on the inter-
pretation, or the potential interpreta-
tions, this huge loophole would make
and allow. Exempting capital budgets
from the balanced budget amendment
opens up a tremendous loophole in the
amendment. There would be powerful
incentives for Congress and the Presi-
dent to balance the budget by rede-
fining more programs as capital ex-
penditures.

A gimmick capital budget exemption
could actually endanger capital invest-
ments, as fake investments crowd out
real capital investments. The most
basic problem with that is that all dis-
cussions of capital accounts are that
there is no clear standard definition of
a capital budget. So no one knows what
expenditures will fall within that defi-
nition. Attempts to limit the reach of
the capital budget definition are large-
ly exercises in futility, because the
terms are inherently malleable.

Creative budgeters can find a way to
get more spending into that capital
category.

Just yesterday the President recog-
nized these activities and created a
Capital Budget Commission to study
whether the Federal Government
should implement a capital budgeting
procedure, since many in his adminis-
tration, including the Secretary of
Treasury, think it would be horrible to
implement a capital budget procedure
from the Federal standpoint.

One of the primary duties of this
Commission will be to report on the ap-
propriate definition of capital budgets
including ‘‘use of capital for the Fed-
eral Government itself or the economy
at large; ownership by the Federal Gov-
ernment or some other entity; defense
and nondefense capital; physical cap-
ital and intangible or human capital;
distinctions among investments in and
for current, future, and retired work-
ers, capital to increase productivity
and capital to enhance the quality of
life; and existing definitions of capital
for budgeting.”

Gee, that covers everything. It just
means that the balanced budget
amendment would be a worthless piece
of paper—with this amendment, it
would become a worthless piece of the
Constitution.

This list of possible items to be in-
cluded certainly suggests the difficul-
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ties in defining capital budgets and
limiting the exceptions to the balanced
budget amendment. Yet, today we are
asked to enshrine some form of capital
budgets in the Constitution before this
Commission has even started its work.

To be honest with you, nobody should
be deceived. I think we are going
through what we went through before
when they needed a vote and formed a
Commission to get that vote, and then
totally ignored the findings of the
Commission afterward. There is nobody
in this administration that really be-
lieves in capital budgets for the Fed-
eral Government, or at least I do not
know of anybody. And I have seen plen-
ty of evidence that they do not believe
in the use of capital budgets and that
it is inappropriate to use them for the
Federal Government. So it is just an-
other attempt to try to defeat the bal-
anced budget amendment by the White
House. And I do not think anybody
fails to understand that who has been
around here for any period of time.

The definitional problems inherent in
capital budgeting are made clear in
President Clinton’s proposed fiscal
year 1998 budget. In it, the OMB, that
is, the Office of Management and Budg-
et, lists four broad categories of pro-
grams that may or may not be consid-
ered capital expenditures, ranging from
physical assets owned by the Federal
Government to social investment in-
cluding nutrition programs, health
care, and drug rehabilitation, among
other social welfare spending. That is
taken from the ‘‘Office of Management
and Budget, Analytical Perspectives,
Proposed FY 1998 Budget,” at page 101.
Even within those four broad cat-
egories, there are questions about
which programs should be included. It
is particularly inappropriate to place
capital budgeting in the Constitution
when there is no agreement on what
constitutes a capital budget. Nor is
there likely to be agreement after the
so-called suddenly created Commaission
does its work.

This concern has been echoed by the
Congressional Budget Office in the tes-
timony of Robert Hartman before the
House Subcommittee on Economic De-
velopment in 1993. He stated the fol-
lowing:

Establishing a capital budget imposes a
significant risk of increasing Government
consumption by reducing budget discipline
and encouraging the reclassification of oper-
ating expenditures as investment.

Now, put another way, capital budg-
ets are a loophole which could reduce
budgetary discipline. The very last
thing our children need is for us to
have less budgetary discipline.

Mr. Hartman continued his criticism
of capital budgeting by noting that the
Federal Government is not constrained
by the normal disciplinary factors that
face most potential borrowers. Most
people who want to borrow must dem-
onstrate to the bank a reasonable like-
lihood that the investment will pay off,
so that the bank can judge the risk of
the investment.
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[TThe Federal Government—with the sov-
ereign power to tax and create money—faces
little discipline from lenders, who are as-
sured of being repaid independent of the pro-
ductivity of the Government’s investment.
The restraint that does exist is almost en-
tirely internal and must be self-imposed.
That was Robert Hartman.

You know, we have seen, Mr. Presi-
dent, what happens when Congress
tries to discipline itself. I think the
best illustration I could give is stand-
ing right here, 28 straight undisci-
plined, unbalanced budgets.

The fact is, these two stacks rep-
resent 28 solid straight years of unbal-
anced budgets. Yeah, we have people
coming in here and saying, we can just
do this. All we have to do is vote. This
is the kind of discipline that we have
without the balanced budget amend-
ment. I tell you this. If we do not pass
a balanced budget amendment, these
two stacks are going to go to the ceil-
ing of this Chamber and beyond be-
cause there is no way that there is
going to be the fiscal discipline that
really is needed. We have 28 straight
years of unbalanced budgets.

In the absence of external discipline,
borrowing choices may not be made on
economic grounds. Borrowing can in-
stead become a source of seemingly un-
limited money from which Congress
could fund any special interest with
sufficient political clout. It is exactly
these types of perverse incentives that
have gotten us into $5.3 trillion of debt.

Building on the testimony of Robert
Hartman, CBO has noted that:

[The Federal Government] Unlike private
investment that is guided by market consid-
erations, political factors may dominate the
choice of public investment projects.

That is a nice way of saying what fi-
nancial markets expert David Malpass
stated as part of his testimony before
the Judiciary Committee last month,
regarding a Federal capital budget ex-
emption:

One person’s capital investment is another
person’s pork-barreling.

The Washington Post was even less
diplomatic in an editorial that was
highly critical of capital budgeting
when the idea was floated during the
Reagan administration. This is what
the Washington Post said about capital
budgets:

The concept of a capital budget, applied to
the Federal Government, is pure fakery. It is
the resort of an administration that, finding
the realities of the budget intractable, wants
to fuzz up the numbers. . .. To introduce
capital budgeting into the Federal accounts
would create such wide realms of discretion,
and such sponginess of the figures, that a
diligent budget director could bring the def-
icit out at any number he chose.

Well, as you can see, the Clinton ad-
ministration joined the consensus
against debt-financed capital budg-
eting when it stated in the President’s
1998 budget document:

. . the rationale for borrowing to finance

. . investment is not persuasive. . . . A cap-
ital budget is not a justification to relax cur-
rent and proposed budget constraints.

The proposed budget constraints in
the balanced budget amendment most
certainly should not be relaxed.
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They further suggested that the Gov-
ernment borrowing crowds out private
use of that capital which has offsetting
negative effects on the overall econ-
omy and the return of the Govern-
ment’s investment.

Let me add, that the Capital Budget
Commission that the President an-
nounced yesterday specifically did not
authorize the consideration of deficit-
funded capital budgets. The adminis-
tration clearly appears to be opposed
to such proposals. But that is exactly
what my friend from New Jersey’s
amendment encourages. I may not ob-
ject to having a capital budget that is
funded out of annual tax receipts, but
it would be a risky gimmick to have
debt-funded capital budgets which
nearly everybody agrees should not be
enshrined into our beloved Constitu-
tion.

Mr. President, the nonpartisan Gen-
eral Accounting Office has also found
fault with the notion of debt financing
of capital budgeting. In a 1992 study by
the GAO, entitled ‘“Prompt Action Nec-
essary to Prevent Long-term Damage
to the Economy,” the GAO on capital
budgets said:

The creation of explicit categories for gov-
ernmental capital and developmental invest-
ment expenditures should not be viewed as a
license to run deficits to finance these cat-
egories. In the short run, both consumption
and investment goods use economic re-
sources, and deficit financing for either will
absorb resources that would otherwise be
available for private investment. Deficits
also raise Federal interest costs, regardless
of the source of the deficit . . . the choice be-
tween spending for investment and spending
for consumption should be seen as the set-
ting of priorities within an overall fiscal
constraint, not as a reason for relaxing that
constraint and permitting a larger deficit.

In other words, capital expenditures
should be kept inside the balanced
budget role of the amendment, some-
thing that my friend’s amendment
would not do.

Now, Mr. President, OMB, GAO, and
CBO have all expressed serious reserva-
tions about implementing a debt-fi-
nanced capital budget in even a statu-
tory manner. Yet this amendment
would enshrine it in the Constitution.
Proponents of capital budgets have
suggested that because States rely on
capital budgets to finance depreciable
investment expenditures, the Federal
Government should likewise be able to
account for such expenditures sepa-
rately from its main operating budget.

The simple fact is, Mr. President,
that the Federal budget, unlike State
budgets, is sufficiently large to handle
capital expenditures. The Federal
budget for fiscal year 1997 is projected
to exceed $1.6 trillion. Of that we will
spend approximately $21 billion in di-
rect Federal outlays for what the
President’s budget defines as non-
defense, physical capital investment,
the category most analogous to State
government or private capital budgets.
That is a mere 1.3 percent of the total
Federal budget for that year. There is
no reason why these relatively small
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investment expenditures cannot com-
pete with other budget priorities under
the stricture of the balanced budget
amendment.

The fact is that the Federal Govern-
ment does not need capital budgeting
as much as smaller entities because it
commands such a large budget. The
analogy to capital budgeting by busi-
nesses or States is inept because the
Federal Government is not subject to
the same checks as either private busi-
nesses or State and local institutions
or governments.

Private businesses are disciplined by
markets. State and local government
capital budgeting is subject to bond
ratings. These checks on the abuse of
capital budgets will not exist under a
Federal capital budget, making it far
more likely that a Federal capital
budget would be abused. CBO has ob-
served, and let me just quote them,

The main difficulty with relying on Gov-
ernment investment spending is that unlike
private investment that is guided by market
considerations, political factors may domi-
nate the choice of the public investment
projects.

Now, Mr. President, all three pro-
posals in the amendment of my friend
from New Jersey have already been de-
bated, all have been rejected during
this debate, two of them in stand-alone
amendments. The last thing we need to
do is weaken the rules requiring a bal-
anced budget. We have 28 years of un-
balanced budgets here to show that.

Under the Torricelli amendment, we
would absolutely be expecting more of
the same. There is no question about
it. I know the distinguished Senator
from New Jersey, and I know that he
wants to get spending under control. I
know that he is sincere in bringing this
amendment forth. Literally, it would
open up so many doors to violating the
balanced budget rule that I have to op-
pose it, I reluctantly have to oppose it.

What we need is a straightforward
amendment like we have, like Senate
Joint Resolution 1, the amendment
that most of us are fighting for so
hard, an amendment without risky
gimmicks and without loopholes. Sen-
ate Joint Resolution 1 is such an
amendment. It has been carefully
drafted over many years and represents
a balanced, bipartisan, bicameral ap-
proach, and it is the only way that we
can return fiscal responsibility and
sanity to this Government. I am con-
vinced of that, and I think there is no
question the vast majority of our Sen-
ators are convinced of it. The question
is, can we get 67 votes in order to pass?
I believe we can. I have faith that we
can. I think this is the last chance.
This is the only amendment that has
any chance of passage for the Congress.
It is the last chance to do it, and it
really is coming down to just one vote.

Now, I pray with all my heart that
we will be able to pass it here. I do not
know what they will do in the House. I
suspect if we pass it here, it will have
momentum going to the House, and I
expect it to be passed there. I expect to
pass it here.
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I do not want to spend any more time
on this amendment. I have done the
best I can to explain why I cannot sup-
port it and why I am asking my col-
leagues not to support it. Yet I under-
stand that it is a serious amendment,
and I appreciate the seriousness of my
colleague from New Jersey. He is on
our committee. He played a significant
role during the debate of this matter in
the committee, and I respect him.

With that, I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from West Virginia.

Mr. BYRD. Mr. President, would the
distinguished Senator from New Jersey
yield me 5 minutes of his time?

Mr. TORRICELLI. Mr. President, I
am happy to yield to the Senator from
West Virginia 10 minutes.

Mr. BYRD. I thank the distinguished
Senator.

Mr. President, I have sat on this floor
today and listened carefully to the dis-
tinguished Senator from New Jersey as
he explained his amendment and as he
has recounted the reasons for his hav-
ing offered the amendment. I see no
other Senator on the floor other than
perhaps Mr. HATCH, the distinguished
manager of the amendment, who sat
through the entirety of Mr.
TORRICELLI’S speech.

Mr. President, I say that to say this:
The speech by the distinguished Sen-
ator from New Jersey was one of the
most thoughtful, most thought pro-
voking, most reasonable speeches that
I have heard on any subject, and par-
ticularly on the subject matter of the
resolution that is before the Senate.
One could not listen to Mr. TORRICELLI
without immediately knowing that a
great deal of work and thought and ag-
onizing went into that speech.

The Senator from New Jersey is the
one Senator whose vote has not yet
been announced. We do not know how
the Senator from New Jersey is going
to vote, and that realization in itself
would be indicative that he must have
spent some tormenting, agonizing mo-
ments in the preparation of that
speech. I am going to vote for the
amendment that has been offered by
Mr. TORRICELLI because I think it is a
needed amendment. Whether the Sen-
ator, in the final analysis, casts his
vote for the constitutional amendment
or against the constitutional amend-
ment is beside the point here at the
moment. I respect the Senator for the
thought that he has invested in this
speech, and I admire him for that.

I would have understood Henry Clay,
who was a proponent of the great
American system, to have made the
kind of speech that has been made by
the Senator from New Jersey. I would
have understood Webster, in his debate
with Hayne, on January 26 and 27,
1830—he spoke along the same line,
saying that the people of New England
did not recognize boundaries of rivers
or lines of latitude, or mountains, as
boundaries to their political patriot-
ism. He thought that if an investment
in infrastructure in South Carolina, for
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example, would benefit the Nation, it
was a matter great enough for him as a
Senator from New England to support.
The Old Cumberland Road was a
project that was supported by Henry
Clay. They recognized the necessity for
building up the Nation’s infrastruc-
ture. They were looking not just at the
present, but they were also looking at
the future.

Now, when they propose investments
in infrastructure, investments in rail-
roads, investments in canals, invest-
ments in bridges and highways, it
seems to me that our friends on the
other side cannot have it both ways. I
have listened to their speeches, and
they support, they say, doing the same
thing that the States do—having a bal-
anced budget amendment to the Con-
stitution. We have heard them say over
and over again, ‘“‘Let’s do what the
States do. The Federal Government
should do what the States do. We need
a constitutional amendment to the
Constitution that will force us to do
what the States do, and the States
have a constitutional amendment.”
They have amendments in their con-
stitution or they have it written into
the constitution that they have to bal-
ance their budgets.

The proponents don’t bother to ex-
plain that States have both a capital
budget and an operating budget. They
don’t bother to explain that. The peo-
ple who listen to this debate are to
take it on faith that we are not talking
about apples and oranges, but we are
talking about apples and apples.

Mr. LEAHY. Will the Senator yield
on that one point?

Mr. BYRD. If I may, I want to ask
the Senator from Utah a question.
They say, ‘“‘Let’s do like the States do.
They have constitutions that require
them to balance their budgets.” But
the proponents of this constitutional
amendment don’t bother to enlighten
their listeners and readers to the fact
that the States have capital budgets
which they don’t balance every year.

So now the distinguished Senator
from New Jersey [Mr. TORRICELLI],
seeks to meet that argument and put,
indeed, into the Constitution language
that will allow the Federal Govern-
ment to operate on two budgets—an
operating budget and a capital budg-
et—so that the Federal Government
will be, indeed, operating like the
State governments, it will have a Con-
stitution insofar as capital budgeting
is concerned, like the State govern-
ments. It will continue to have an op-
erating budget, and it will also have a
capital budget. But it cannot have a
capital budget, under the language of
the proposed constitutional amend-
ment. Section 1 provides against that.
Section 1 says: “Total outlays for any
fiscal year shall not exceed total re-
ceipts for that fiscal year.”

So, right there, in section 1, as plain
as the nose on your face, we would be
precluded from passing a law once this
constitutional amendment is adopted
here and ratified by the States—the
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Federal Government would be pre-
cluded from having a capital budget.
Well, the Senator from New Jersey
seeks to remedy that. He seeks to pro-
vide that the Federal Government will
have two budgets, so that indeed the
Federal Government would be on a par
with the States.

Mr. President, I ask unanimous con-
sent that I may ask a question of an-
other Senator without losing the floor.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. BYRD. Mr. President, I ask the
distinguished Senator from Utah, how
is it that the proponents are able to
talk out of both sides of their mouths?
They say, on the one hand, that the
Federal Government should be like the
States; it should have in its Constitu-
tion a provision for a balanced budget;
the Federal Government should oper-
ate on a balanced budget. Now, the
States all have operating budgets and
capital budgets——

The PRESIDING OFFICER. The 10
minutes allotted to the Senator from
West Virginia have expired.

Mr. TORRICELLI. I yield 5 more
minutes to the Senator from West Vir-
ginia.

Mr. BYRD. I thank my friend. How
can my friends on the Republican
side—and let me say that I have great
admiration for the Senator from Utah.
He has stood here day after day and la-
bored in the vineyard and carried the
burden of the arguments. I marvel at
his equanimity, his patience, and his
characteristic courtesy. But how can
the Senator argue, on the one hand,
that the Federal Government should be
like the States, that it should be con-
stitutionally required to balance its
budget, but he opposes letting the Fed-
eral Government be like the States
when he opposes having the Federal
Government operate not only on an op-
erating budget but also with a capital
budget?

Mr. HATCH. Well, I think the Sen-
ator raises a very good point, which is
that there are some who say that we
ought to balance the budget like the
States. Well, there are 44 States that
have balanced budget amendments.
First, that is a difference there. We
don’t have a balanced budget amend-
ment in the Constitution; they do in
theirs. Second, some States do have
capital budgets and, therefore, are dif-
ferent. But the reason they are dif-
ferent is because States don’t print the
money. We print the money. We have a
huge budget. They have to live within
certain constraints. So it isn’t exactly
alike, there is no question. What we
are requiring here is the Federal Gov-
ernment—I mentioned in my remarks
that in the fiscal 1998 budget are some
$20 billion-plus, less than 1.6 percent of
the total budget, that would be used
for capital budgets.

The Federal Government has such a
massive budget that it doesn’t need
capital budgets. Most budgeteers will
say don’t do it to the Federal Govern-
ment, for a wide variety of reasons. Let
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me read from this because I think it
applies directly to what my friend has
raised. He always raises good ques-
tions, and this is certainly a good one.
This book is entitled ‘‘Analytical Per-
spectives: Budget of the United States
Government, Fiscal Year 1998, pre-
pared by the administration.

In one section here, it says:

State borrowing to finance investment,
like business borrowing, is subject to limita-
tions that do not apply to Federal bor-
rowing. Like business borrowing, it is con-
strained by the credit market’s assessment
of the State’s capacity to repay. Further-
more, it is usually designated for specified
investments, and it is almost always subject
to constitutional limits or referendum re-
quirements.

We are not subject to referendum re-
quirements. We are not subject to con-
stitutional limits. If we had the amend-
ment of the Senator from New Jersey
and that became part of this constitu-
tional amendment, we would not have
the same designated, specified invest-
ment routine. You could do almost
anything you wanted to do with the
language in that amendment. Of
course, there is no bond rating that can
rate the Federal Government. I think
that is why we don’t have the same
free market or even economic market-
place ideas that literally would con-
strain the Federal Government.

I have to also say that the amend-
ment of the distinguished Senator from
New Jersey literally opens up the door
to anything. You could call anything
capital budgeting, including perhaps
even physical welfare matters which, of
course, when you think of capital budg-
eting you think of roads and bridges.
Frankly, you could just put anything
in there. That is why this language is
so broad that it can’t be put into the
Constitution because there is no defini-
tion. It could be used in any way that
the proponents of more spending want
to use it. There would be no limitation
of restraint. There are no referendums
that you could use to stop impropriety
and excessive spending and vesting, if
you will.

The PRESIDING OFFICER. The 5
minutes allotted to the Senator has ex-
pired.

Mr. LEAHY. Mr. President, will the
Senator yield for a question from the
Senator from West Virginia and for a
question from the Democratic floor
manager?

The PRESIDING OFFICER. The
Chair observes that the time is under
the control of the Senator from New
Jersey.

Mr. BYRD. Mr. President, I hope the
distinguished Senator from Utah will
exercise his usual fairness and charge a
little of the time to himself.

Mr. HATCH. I would be glad to do
that. If my colleague gets short on
time, I will try to accommodate him.

Mr. TORRICELLI. I am happy to
yield to the Senator from West Vir-
ginia. I enjoyed listening to the Sen-
ator from Utah. But I would enjoy it
much more if I was listening to him on
my own time.
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Mr. LEAHY. How much time is avail-
able to this side, Mr. President, of the
argument, and how much time to that
side of the argument?

The PRESIDING OFFICER. The Sen-
ator from New Jersey has 41 minutes
and 2 seconds, and the Senator from
Utah has 44 minutes and 34 seconds.

Mr. LEAHY. Mr. President, I wonder
if the Democratic floor manager could
have b minutes?

Mr. TORRICELLI. I am happy to
yield to the Senator from Vermont.

Mr. LEAHY. Mr. President, as I lis-
tened to the question of the Senator
from West Virginia and the response, 1
do not believe that the question was
fully answered. I say to my good friend
from Utah that he and I have debated
this matter in committee now for sev-
eral years. We have debated it on the
floor of the Senate for the past couple
of weeks, which also feels like several
years. We have gone back and forth.

Mr. HATCH. Indeed, it does.

Mr. LEAHY. I ask us to think back
to 1804 when Thomas Jefferson fi-
nanced the Louisiana Purchase. He
spent, I believe, $15 million at that
time, which he had to borrow. Put that
$15 million, I say to my friend from
New Jersey, in today’s dollars and it
would amount to $225 billion. He had to
borrow the equivalent of $225 billion in
1 year for that transaction. We have
not had a deficit as high as $225 billion,
I do not think since the last deficit
during the Bush administration. In
fact, $225 billion exceeds all annual
Federal deficits except for those in the
last 2 years of the Bush administra-
tion.

I think that we ought to commend
Senator TORRICELLI for the construc-
tive way in which he has acted in this
debate. I agree with what the pre-
eminent historian of the Senate, the
Senator from West Virginia, said when
he spoke of the debates of Clay and
others.

I also agree that this amendment and
this debate shows a great deal of
thought from the Senator from New
Jersey. He was thoughtful and serious
during our committee proceedings and
debate, as well. He has consistently
shown that he has thought hard about
and wrestled with this matter. I hope
everyone, whether they are for or
against his amendment, will listen to
his speech. Whether they are for or
against this constitutional amend-
ment, I hope everyone will seriously
consider the amendment offered by the
Senator from New Jersey. The Nation’s
leading economists all agree that a
capital budget is an essential part of
the State experience with balanced
budget requirements, and that the
omission of a capital budget in this
proposed constitutional amendment is
a major flaw. Over 1,000 economists, in-
cluding 11 Nobel laureates, noted in a
statement of opposition announced by
the Senator from West Virginia that
you should have this. It is a major flaw
in this whole poorly written Senate
Joint Resolution 1. Unfortunately, as I
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have said before, this resolution is one
that is written more for a bumper
sticker than it is for the Constitution
of the United States of America, the
greatest Constitution ever.

I wish the manager, my good friend
from Utah, and his cosponsors would
abandon their blood oath of not allow-
ing amendments and consider the mer-
its of this suggested amendment.

All Senators should consider favor-
ably Senator TORRICELLI’S effort to
correct dangerous aspects of the under-
lying proposed constitutional amend-
ment.

CAPITAL BUDGETING

Senator TORRICELLI forcefully point-
ed out during the Judiciary Committee
deliberations on the underlying meas-
ure that we as a nation are suffering
from a capital investment crisis. In
1965, more than 6 percent of Federal ex-
penditures were invested in infrastruc-
ture such as roads, bridges, ports, and
mass transit systems. By 1992, that
share of capital investment had fallen
by more than half to about 3 percent of
our Federal budget and this year it will
approach barely 2 percent.

At the same time as our infrastruc-
ture funding has been shrinking, our
Nation’s needs have continued to grow.
The result is that we are becoming a
nation in disrepair. For instance, more
than a quarter of a million miles of
roads need repair and more than 25 per-
cent of our bridges have exceeded their
life span.

This failure to maintain adequate in-
frastructure is hurting our competi-
tiveness in the global economy. We are
competing against other countries with
the foresight to repair their roads and
bridges, modernize their transit sys-
tems, maintain their ports, build new
schools and make the investments in
telecommunications infrastructure
that are the keys to success in today’s
global competition. The United States
is dead last among the G-T7 nations in
public infrastructure investment as a
percentage of gross domestic product.

Senator TORRICELLI is correct that
we must reverse this trend and make
the long-term investments needed to
support a strong economy. I am glad to
see President Clinton calling for study
and action on capital budgeting. We
must be able to invest in capital im-
provements—and, in my view, in edu-
cation—if we are to give our children
their best chance to compete and win
in the coming century.

The underlying proposed constitu-
tional amendment prohibits budgeting
for capital expenditures. Instead it
would include all expenditures on an
annual basis for purposes of calculating
balance. All expenditures, whether the
equivalent of operating expenses or
capital investments, are tallied the
same for purposes of the underlying
proposed constitutional amendment.

The sponsors and proponents of this
measure refuse to permit any exception
and future Congresses will be forever
barred from solving our infrastructure
crisis by creating a capital budget for
long-term investments.
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The majority report is silent on this
important subject. The Committee’s
past hearings, however, establish an
extensive record in support of main-
taining a separate capital budget. Her-
bert Stein, of the American Enterprise
Institute and former economic adviser
to President Nixon; Edward V. Regan,
of the Jerome Levy Hconomics Insti-
tute and former New York State Con-
troller; and Dr. Fred Bergsten, on be-
half of the bipartisan Competitiveness
Policy Council and former Assistant
Secretary of the Treasury during the
Carter administration; differed on the
wisdom of enacting a constitutional
amendment on the budget but all
agreed on one thing: If such an amend-
ment were to be considered it should
separate capital investments for any
annual balance requirement.

Nonetheless, when the Judiciary
Committee had the opportunity last
month to consider amendments that
would have allowed for a separate
budget for capital investments, it re-
jected them. Senator TORRICELLI of-
fered a substitute amendment to estab-
lish a Federal capital budget but the
committee rejected the Torricelli
amendment by an 8 to 9 vote with all
Republican members who voted, voting
against capital budgeting.

This inflexibility is one of the prin-
cipal reasons that President Clinton
opposes this constitutional amendment
on budgeting. The President stated:

We must give future generations the free-
dom to formulate the Federal budget in ways
they deem most appropriate. For example,
some believe that the Federal Government
should do what many State governments do:
adopt a balanced operating budget and a sep-
arate capital budget. Under this constitu-
tional balanced budget proposal, the govern-
ment would be precluded from doing so.

During the committee’s January 17
hearing, Robert Greenstein of the Cen-
ter on Budget and Policy Priorities ex-
plained:

What families do when they balance their
budget is families say that all of their in-
come, including money they borrow, equals
all the cash they pay out. Families borrow
money when they purchase a house through
a mortgage, whey they buy a car, and espe-
cially when they send a child to college. If
families had to operate on the basis that this
amendment does, they would have to pay for
all of college education out of the current
year’s income, all of the entire cost of a
home, not the down payment, the whole
thing, out of the current year’s income. No-
body operates that way.

The actions of Thomas Jefferson as
President, as opposed to his oft-quoted
ruminations about the evils of public
debt, are also instructive but ignored
by the proponents of the underlying
measure. In 1804, President Jefferson
had the United States borrow $15 mil-
lion, in 1804 dollars, by selling bonds to
finance the Louisiana Purchase. That
amount approximates more than $225
billion in 1993 dollars and exceeds every
Federal budget deficit except for the
final 2 years of the Bush administra-
tion.

Was President Jefferson wrong to in-
vest in the Louisiana Territory that
provided this country with 15 States?
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Of course not. But had the provisions
of Senate Joint Resolution 1 been in-
cluded in the Constitution in the early
1800’s, our Nation’s westward expansion
might well have ended at the Mis-
sissippi River.

Under this proposed constitutional
amendment, the failure to permit a
capital budget would have severe con-
sequences by discouraging long-term
investment and ignoring our infra-
structure crisis. Just as a budget def-
icit unfairly harms future generations
so0, too, does the failure to differentiate
capital investments from operating and
consumption expenditures. The inevi-
table result will be less investment in
our country’s future, pressure to oper-
ate through inefficient leasing prac-
tices and gimmickry.

The Torricelli amendment should re-
duce the pressure to engage in some of
the gimmickry otherwise likely to be
occasioned by this proposed constitu-
tional amendment. It may also result
in more accurate disclosure to Ameri-
cans about how their money is being
spent and how the budget is being bal-
anced.

Not many of us could afford homes if
we could not borrow and get a mort-
gage on our home. When we talk about
balancing our family budgets, we do
not normally mean that we should not
invest in a house or a car. We mean
that we should not spend more every
week or every month than we can af-
ford. We mean to include our mortgage
and car payments but not the full ex-
tent of the 5-, 15- or 30-year liability.

Likewise, small businesses and large
corporations could not do business is
they could not borrow to meet their
capital budget needs.

Most States with balanced budget
amendments have separate capital
budgets, as well. I am told that number
is 42 States. Indeed, I believe that most
States with balanced budget require-
ments obtain capital funds that finance
major capital projects by issuing long-
term debt.

The Nation’s leading economists
agree that a capital budget is an essen-
tial part of the State experience with
balanced-budget requirements and that
the omission of a capital budget in this
proposed constitutional amendment is
a major flaw. Over 1,000 economists, in-
cluding 11 Nobel laureates, noted in
their January 30, 1997 statement:

Unlike many State constitutions, which
permit borrowing to finance capital expendi-
tures, the proposed Federal amendment
makes no distinction between capital invest-
ments and current outlays. . . . The amend-
ment would prevent Federal borrowing to fi-
nance expenditures for infrastructure, edu-
cation, research and development, environ-
mental protection, and other investments
vital to the Nation’s future well-being.

The Torricelli amendment to allow
capital budgeting is in keeping with
traditional notions of balancing our
budgets.

MILITARY THREATS

I further commend Senator

TORRICELLI for including within his
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amendment language to correct a dan-
gerous flaw in the proposed constitu-
tional amendment. The underlying pro-
posed constitutional amendment re-
quires the United States to be engaged
in military conflict before a waiver
may be obtained. Moreover, the Senate
report’s section-by-section on this lan-
guage compounds the problem by indi-
cating that only military conflict that
involve the actual use of military force
may serve as a basis for this waiver.

I hope that this is not what the au-
thors, sponsors and proponents of the
underlying constitutional proposal
truly intend, although their votes to
table the Dodd amendment seem to in-
dicate that they mean what they say.
They are creating constitutional cir-
cumstances that make military spend-
ing and preparations easier only when
military force is actually used and
military conflict ensures. Arming to
deter aggression would no longer be the
preferred course, aiding allies in a con-
flict rather than dispatching U.S. mili-
tary forces would no longer be as viable
an alternative and rebuilding our mili-
tary capabilities after a conflict would
no longer be possible without a super-
majority vote of three-fifths of the
Congress.

I cannot support such restrictive
measures. I have spent much of my
time in the Senate working with Re-
publican and Democratic administra-
tions to avoid the actual use of mili-
tary force. This amendment is written
is such a way that it serves to encour-
age such use. Nothing that would serve
to place our men and women in harm’s
way more quickly or would leave them
less well equipped or prepared should
garner the support of this Senate.

I hope that all Senators will consider
favorably Senator TORRICELLI’'s effort
to correct this dangerous aspect of the
underlying proposed constitutional
amendment and render it more con-
sistent with the foreign policy objec-
tives and vision outlined last night by
Senator TORRICELLI.

I urge the manager and the sponsors
of the resolution to abandon their ‘‘no
amendments’ strategy and consider
the merits of this suggested amend-
ment. Balancing the budget is impor-
tant. But their underlying proposal
turns the world topsy-turvy by making
that goal the be-all and end-all of na-
tional policy without considering what
a supermajority requirement can mean
to our Nation’s security and defense, to
our foreign policy and our military pre-
paredness.

As Senator SARBANES has so elo-
quently reminded us, one historic ex-
ample points out the folly of such a
supermajority requirements. In the
summer of 1941, Congress was con-
fronted with extending the time of
service of those members of the armed
services who had been drafted the year
before. With the prospect of war in-
creasing, President Roosevelt, in a spe-
cial message to Capitol Hill, asked
Congress to declare a national emer-
gency that would allow the Army to
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extend the service of draftees. Speaker
Sam Rayburn had to twist arms in the
well of the House of Representative to
get the House to pass the measure re-
garding the draft for World War II by
just one vote, 203 to 202. It then passed
the Senate by a vote of 45 to 30.

The Nation was literally a few
months away from the outbreak of
World War II. But neither the House
nor the Senate vote would have met
the supermajority requirement in the
underlying proposal. Even after the
President had declared a national
emergency, Congress could not muster
a supermajority vote in either body.

ECONOMIC RECESSION

The third prong of the Torricelli
amendment would allow the proposed
constitutional restrictions for end of
the year balance to be waived in the
event of an economic recession or seri-
ous economic emergency. He is right
on point. More than 1,000 of the Na-
tion’s most respected economists, in-
cluding 11 Nobel laureates, as well as
the former chair of President Nixon’s
Council of Economic Advisors, the cur-
rent and former Federal Reserve Board
Chairmen, and former Democrat and
Republican Directors of the Congres-
sional Budget Office all agree that the
underlying proposal is unsound eco-
nomic policy. They all agree that the
underlying proposal would hamper the
Government’s ability to cope with eco-
nomic downturns.

Economists and financial experts
agree that the underlying proposal will
straitjacket the economy in hard
times. It will hamstring the adjust-
ment mechanisms that have been de-
veloped since the Great Depression to
preserve jobs and restore the economy
after a downturn. The 1,060 economists
and 11 Nobel laureates who are oppos-
ing the underlying proposed constitu-
tional amendment condemn it because
it mandates perverse actions in the
face of recessions.

If the economy takes a downturn and
Americans are losing their jobs—as
happened in the early 1990’s—the un-
derlying proposal makes it more dif-
ficult for our Government to respond
to the needs of working families. As
Treasury Secretary Rubin testified be-
fore the Judiciary Committee:

A balanced budget amendment would sub-
ject the Nation to unacceptable economic
risks in perpetuity. . . . A balanced budget
amendment could turn slowdowns into reces-
sions, and recessions into more severe reces-
sions or even depressions.

I am deeply concerned about the im-
pact that the underlying proposal
might have on jobs for working fami-
lies in Vermont and across the country
during times of recession. As Secretary
Rubin explained, the so-called auto-
matic stabilizers in our economy would
be ineffective under the underlying
proposal. These are mechanisms that
have been developed over the last 50
years to reduce the extremes of the
“boom-and-bust’”’ cycles. They are in-
tended to prevent another Great De-
pression and have proven effective over
time.
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Secretary Rubin testified:

[W]ithout automatic stabilizers, the Treas-
ury Department has estimated that unem-
ployment in 1992 that resulted from the 1990
recession might have hit 9 percent instead of
7.7 percent, which would have been in excess
of 1 million jobs lost.

Federal Reserve Chairman Alan
Greenspan recently reiterated his oppo-
sition to the proposed constitutional
amendment during questioning by Sen-
ator LAUTENBERG during his testimony
before the Senate Budget Committee.
He urged the Senate Budget Committee
to continue to eliminate the deficit,
but he joined Secretary Rubin and our
Nation’s leading economists in the con-
clusion that the underlying proposed
constitutional amendment places too
many constraints on our economy.

Although the sponsors of the under-
lying measure repeatedly outline the
dangers of a budget deficit, they fail to
address how the proposed constitu-
tional amendment will provide for the
flexibility needed in economic
downturns without holding working
families and hard hit regions hostage
to a supermajority vote. This aspect of
the Torricelli amendment restores that
flexibility by requiring a simple major-
ity vote to respond to economic reces-
sions and emergencies.

When he spoke last night in this his-
toric Chamber, Senator TORRICELLI
spoke about the proper role of Govern-
ment and redefining its role without
sacrificing our ability and ignoring our
responsibilities to help our neighbors
when they need help. He is right to
offer this essential change in the un-
derlying proposal to amend the Con-
stitution.

A waiver of these provisions by a
supermajority vote of three-fifths of
both Houses of Congress is small com-
fort to America’s working families.
Many national recessions start out in
different regions of the country. For
example, the most recent recession hit
New England first. What if citizens of
New England, who have fewer Members
of the House of Representatives than
other regions of the country, needed
help? Could they get Senators and Rep-
resentatives from other States, which
were still experiencing good times, to
waive a constitutional balanced budget
requirement to help protect their live-
lihoods?

Prof. Robert Eisner of Northwestern
University and past president of the
American Economic Association under-
stood the economic problems under the
underlying proposed constitutional
amendment when he recently wrote:

One need only recall the near-collapses, in
recent years, of the economies in New Eng-
land, California and Texas. Who would bail
them out if their own tax revenues again de-
clined and there were surges of claims for
unemployment benefits, food stamps and
general assistance?

Relief for economic recessions and
emergencies must be flexible. Usually,
a swift response from the Federal Gov-
ernment is needed to aid State and
local relief efforts. Economic emer-
gency relief by constitutional super-
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majority mandate is a prescription for
gridlock, not swift action. When your
State or region is hit by recession or
economic emergency, do you want crit-
ical Federal assistance to hang on the
whims of 41 Senators or 175 Represent-
atives from other regions?

I find it ironic that the supporters of
the underlying constitutional amend-
ment, who do not trust Congress to
continue to reduce the deficit, argue
that we should trust future Congresses
to muster supermajority votes in both
bodies.

Our Founders rejected requirements
of supermajorities. We should look to
their sound reasons for rejecting super-
majority requirements before we im-
pose on our most vulnerable citizens a
three-fifths supermajority requirement
to provide them Federal relief from re-
cessions and serious economic emer-
gencies. I believe this supermajority
requirement would recklessly endanger
our economy and our democracy.

We do not need to theorize or specu-
late about the costs and risks. The Na-
tion got a taste of it just 2 years ago
with the longest Government shutdown
in history and a debt limit crisis that
when on for months. In 1995, 165 Repub-
lican Members of the House of Rep-
resentatives pledged to refuse to vote
for raising the debt limit, unless Presi-
dent Clinton accepted their balanced
budget plan. The Speaker of the House,
NEWT GINGRICH, went along with this
ultimatum, by declaring ‘“I am with
them * * * I do not care what the price
is.” As a result of this blackmail poli-
tics, the American people suffered
through two Government shutdowns
for a total of 27 days. In the 22 years I
have served in the Senate, I have not
seen an action more irresponsible by
either Democrats or Republicans.

Fortunately, the President stood up
to this blackmail and the American
public convinced a majority in Con-
gress to act responsibly. Who Kknows
what would have happened under the
supermajority votes required in the un-
derlying proposal.

The supermajority requirement low-
ers the blackmail threshold, in the
words of some it its House sponsors.
This three-fifths supermajority re-
quirement invites political blackmail
and rewards extremism. If both the
House and Senate require three-fifths
of their Members to agree to waive the
end of the year balance requirement or
raise the debt limit, then 40 percent
plus one in either the House or the
Senate could hold the country hostage
to their demands.

The House sponsors of this proposed
constitutional amendment have ac-
knowledged this folly. In a November
1996 paper on the underlying proposal,
Representatives DAN SCHAEFER and
CHARLES STENHOLM wrote that their
proposal would have the effect of ‘‘low-
ering the ‘blackmail threshold’ * * *
from 50 percent plus one in either body
to 40 percent plus one * * *.”” These are
the words of the House sponsors of the
underlying proposal, not mine.

February 26, 1997

As Robert Greenstein of the Center
on Budget and Policy Priorities, a dis-
tinguished expert on Congress’ ways,
testified before the Judiciary Com-
mittee, the underlying proposal’s
supermajority requirements would per-
mit minority factions to extort pork
barrel projects or extreme legislation
as their price.

Coming from a State with a congres-
sional delegation of three Members, 1
know something about the rights of
small States. Supermajority vote re-
quirements trample on the rights of
small States and reward large ones. In
the House, a combination of Represent-
atives from six large States could hold
a waiver hostage to their demands,
even if the vast majority of Represent-
atives from 44 States were in agree-
ment that a waiver was justified.

Our Founders rejected such super-
majority voting requirements on mat-
ters within Congress’ purview. Alex-
ander Hamilton described super-
majority requirements as a poison that
serves to substitute the pleasure, ca-
price, or artifices of an insignificant,
turbulent, or corrupt junta to the reg-
ular deliberations and decisions of a re-
spectable majority. Such  super-
majority requirements reflect a basic
distrust not just of Congress, but of the
electorate itself. I reject that notion
and am prepared to keep faith with and
in the American people. We should
honor the fundamental principle of ma-
jority rule, a principle that has been
enshrined in our Constitution for more
than 200 years, and a principle em-
bodied in the Torricelli amendment.

Senator TORRICELLI has approached
this matter with seriousness and sin-
cerity. He is attempting to perfect the
underlying proposal for a constitu-
tional amendment and cure several of
its flaws.

When the Judiciary Committee con-
sidered this proposed constitutional
amendment last month, we did so on
an expedited basis. Nonetheless, Sen-
ator TORRICELLI was a full participant
at our hearings. He examined former
Acting Attorney General Stuart
Gerson and Mr. Gerson conceded to
him that the underlying amendment
presents the most likely situation in
which congressional standing, which
has never been recognized, might be
recognized and Mr. Gerson described to
him the unfortunate Federal precedent
in which a Federal court ordered local
taxes to be raised. I recall his exchange
with Senator Simon regarding the rela-
tionship of our national debt to our
gross domestic product and how we
compare favorably with the other in-
dustrialized countries of Europe and
the world.

He continued his thoughtful ap-
proach to the proposed constitutional
amendment during our committee
markup when he offered an amendment
that Chairman HATCH first praised,
then defeated by casting a final and de-
ciding vote against it. At least at the
committee we afforded members an op-
portunity to offer amendments and to
obtain votes on those amendments.
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This is one of the most important
legislative matters we will consider
this Congress. It is a proposed amend-
ment to our fundamental charter, the
United States Constitution. In my
view, allowing amendments, debating
amendments and voting on amend-
ments is an essential aspect of devel-
oping any legislation and, in par-
ticular, a proposed constitutional
amendment.

Early in this debate the distin-
guished minority leader made the point
that we do not have the luxury of reex-
amining constitutional amendments as
we would a statute. Once a constitu-
tional amendment is passed, it is al-
most impossible to revisit. Accord-
ingly, it is essential that Senators have
the opportunity to seek to improve the
text of the proposed amendment. Even
the witnesses called by the proponents
of the underlying measure acknowl-
edged that it is not perfect, that it has
shortcomings, and that its text could
be improved. To do otherwise is to dis-
regard our obligations to our constitu-
ents, the Constitution and the future.

Senator TORRICELLI has come for-
ward with a very important amend-
ment. He is most sincere and serious in
this effort and he deserves the courtesy
and opportunity to have the Senate
vote on the merits of his amendment.
Respected economists, the current
Chairman and past Chairman of the
Federal Reserve, the Secretary of the
Treasury, numerous witnesses and the
President of the United States have all
noted that the underlying proposal for
a constitutional amendment runs the
risk of strait-jacketing the future, of
creating military difficulties and re-
ducing our ability to respond to inter-
national crises and of making eco-
nomic downturns deeper and turning
recessions into depressions.

Here is a Senator who has come to
this floor willing to put himself on the
line and debate, honestly debate, the
critical issues affected by this amend-
ment. In matters that affect our Na-
tion’s supreme law, we need to vote
consistent with our best judgment and
our conscience as we represent those
who elected us and entrusted us to
make these votes. Senator TORRICELLI
has offered this Senate, the people of
New Jersey and this country his best
judgment regarding how to improve
this constitutional proposal. Before we
return to the economic and fiscal poli-
cies of the Hoover era that led to the
Great Depression, I urge the Senate be
given an opportunity to vote on the
Torricelli amendment on its merits.

I hope that the other side, which has
rejected every amendment on Social
Security, on protecting working fami-
lies or protecting children’s programs
from disproportionate cuts and on ev-
erything else—no matter how good the
amendment might be—would not re-
quire their followers to leap blindly off
the cliff of tabling motions but would
allow them to listen to this debate and
vote honestly on it.

The Senator from New Jersey has
raised a very clear issue. Let me tell
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you right now, anybody who thinks the
Louisiana Purchase was a good idea
ought to be listening to the Senator
from New Jersey and supporting him.

Mr. HATCH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. Mr. President, there
may be some responsible economists
who are for putting capital budgets
into the Federal Government’s budget
process. I personally do not know of
any. If there are, I do not think that
their arguments would stand up. To
compare the State and the Federal
Government, the distinguished Senator
from West Virginia raises a good issue.
You can’t fully compare State budg-
eting with Federal budgeting. I agree
with him. On the other hand, you can’t
say we should have a capital budget in
the Federal budget because it is clear
that the Federal Government doesn’t
operate like the States. We print the
money. We don’t have a referendum
nor do we have a balanced budget
amendment that would restrain the
spending. If you have these huge loop-
holes, whether you have a balanced
budget amendment or not, it just
wouldn’t work. Plus you have 50 States
where it is pretty tough for State legis-
lators in an individual State with a
balanced budget amendment to fudge
and fuzz up the language. In the Fed-
eral Government it is a lot easier. We
just can’t put this kind of language in
there. It is just that simple. And if you
do that, then you have made a loop-
hole, an undefined loophole that would
allow any subsequent Congress that is
irresponsible—and we have had 28 years
of irresponsibility. I mean all you have
to do is look at this stack of unbal-
anced budgets for the last 28 years, and
headed higher. I have to tell you. Here
is one which I am just now discussing
which is certainly going higher, this
1998 budget. Without the balanced
budget amendment we are just lost. We
are going to have more and more of
this and less and less responsibility.

I yield the floor.

Mr. BYRD. Mr. President, will the
Senator yield?

Mr. HATCH. I am happy to yield.

Mr. BYRD. Mr. President, I want to
take 2 or 3 minutes.

I want to close by again thanking the
distinguished Senator from New Jer-
sey. I wish to compliment him. I think
he has exposed a major flaw in the ar-
gument of the proponents. He has made
it indubitably clear that the pro-
ponents meet themselves in their argu-
ments coming back. They argue both
ways, as I have already indicated, that
the Federal Government should oper-
ate like the States on a balanced budg-
et. Now, when the Senator from New
Jersey seeks to put the Federal Gov-
ernment on a par with the States and
have a capital budget, on which almost
all of the States operate, then the pro-
ponents say, oh, no. My friend, Mr.
HATCH, says, oh, no, we do not want to
do that. We do not want to put that
kind of thing in the Constitution. This
is the glittering gewgaw——
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Mr. HATCH. Now, be nice. Be nice.

Mr. BYRD. The glittering gewgaw of
glorified garbage that the proponents
are seeking to nail into the Constitu-
tion.

But, Mr. President, my friend, Mr.
HATCH, says, oh, we do not print the
money.

Well, that is true but that is not an
answer to what we have been talking
about here and the need for a capital
budget.

Let me just close by saying to my
friend from Utah, who continues to go
over to his props, the books, I hope he
will pause to explain that beginning
with Mr. Reagan, Mr. Reagan’s admin-
istration, the total debt of the United
States at that time was $997 billion.
Going right down to the close of Sep-
tember 30, 1981, which was the end of
the last fiscal year for which Mr. Car-
ter was responsible, the total Federal
debt was just under $1 trillion. But
going right down to the end of the last
fiscal year for which Mr. Bush was re-
sponsible, September 30, 1993, the Fed-
eral debt was $4.316 trillion.

Now, that will help to explain what is
inside those budgets that are stacked
on the Senator’s desk. That would help
to explain the great difference between
the debt as it stood accumulated after
the first 192 years of its existence
under 39 administrations, 38 Presi-
dents—one of them, Grover Cleveland,
served two terms which were sepa-
rated—which was slightly under $1 tril-
lion——

Mr. HATCH. And $4.3 trillion.

Mr. BYRD. Slightly under $1 trillion
for all of the administrations down to
the last minute of the fiscal year for
which Mr. Carter was responsible, and
then comparing that figure, which was
under $1 trillion, with the massive debt
of $4.316 trillion, down to the last
minute of the last fiscal year for which
Mr. Bush was responsible. I am talking
about the Reagan-Bush budgets. They
are the largest part of that massive
pile of books there.

Mr. HATCH. That is true.

Mr. BYRD. It might be well to con-
sider how much of that massive pile of
books was debt that was encountered
under the Reagan-Bush administra-
tions.

I thank the Senator for yielding.

Mr. HATCH. Mr. President, if I could
answer that, I would be more than
happy to. First of all, these are not
props. These are real books. These are
real unbalanced budgets, 28 of them.

Mr. BYRD. That is real debt.

Mr. HATCH. That is real debt. And
let us just understand the basic prin-
ciple of government. The President
proposes, whoever that President may
be, but the Congress disposes.

To be honest with you, Reagan’s tax
cuts involved 40 percent growth in rev-
enues more than they had predicted.
But he had to deal primarily with the
House of Representatives where all
money bills must originate, controlled
by those who did not agree with him,
who kept spending. And that is Con-
gress. And even those in the 1980’s who
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did not agree with President Reagan
and wanted to spend more in Congress,
even they should not be totally blamed
for this because this all began basically
with the Great Society programs that
have been going out of control ever
since. We now have almost two-thirds
of the budget in entitlement spending.
I know President Reagan did not ask
for that. Neither did President Bush,
and neither, I guess you can say, has
President Clinton. I do not even think
President Carter asked for that. We did
that.

Mr. BYRD. Will the Senator yield on
that point?

Mr. HATCH. If I could finish. I would
like to finish. I want to make this
point because the Senator has raised
this.

We did that. Congress did that. Con-
gress is responsible primarily for this. I
admit it could take some Presidential
leadership from time to time, too.

Mr. BYRD. And some Presidential ve-
toes.

Mr. HATCH. As well as some Presi-
dential vetoes. That is true. I remem-
ber when President Ford used the veto
some 60 times. He was vastly criticized
by his political opponents for what he
did. Now, I think there is plenty of
blame for everybody involved—Presi-
dents, but mostly Congress.

See, I am not particularly picking on
Presidents today. I am picking on us.
The President can propose but we dis-
pose. We are the ones who create these
appropriations bills and these budget
bills. We are the ones who have done
the spending. We are the ones who have
failed to get entitlement spending
under control. We are the ones who
have failed to reform Medicaid and
Medicare that are going into bank-
ruptcy. All money bills have to origi-
nate in the House of Representatives,
and during all of the Reagan years the
House of Representatives was con-
trolled primarily by those of the lib-
eral persuasion, in both parties I might
add. I suspect you could say the Senate
was, also, if you added up the liberals
versus moderates and conservatives. I
think there were more liberals in al-
most every year of the Reagan admin-
istration in both Houses of Congress.

Frankly, I am not going to blame
President Reagan. I am not going to
blame President Bush. I am not going
to blame President Clinton or Presi-
dent Carter. I might go back to Presi-
dent Johnson and say there were some
problems there. That is when all these
Great Society programs, all well-inten-
tioned, many of which do good but
many of which are out of control
today, that is when they originated. I
believe the distinguished Senator from
West Virginia was here at that time

Mr. BYRD. Mr. President, will the
Senator yield? He mentioned me.

Mr. HATCH. What is the time for
both sides?

The PRESIDING OFFICER. The Sen-
ator from Utah has 34 minutes remain-
ing on his time; the Senator from New
Jersey has 36 minutes.
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Mr. HATCH. I will be glad to yield.

Mr. BYRD. Only to say that I was a
part of the problem.

Mr. HATCH. Not really.

Mr. BYRD. No, no.

Mr. HATCH. The Senator was a part
of the Congress.

Mr. BYRD. I was a part of the prob-
lem when I voted for the Reagan tax
cut, and I have kicked myself in the
seat of the pants ever since. That
was——

Mr. HATCH. I kind of admired the
Senator for it.

Mr. BYRD. I did not hear the Sen-
ator.

Mr. HATCH. I said I admired the Sen-
ator for that.

Mr. BYRD. Well, I thank the Sen-
ator.

Mr. HATCH. That the Senator came
across the line and actually produced
40 percent more revenues than they
thought. The problem is we kept spend-
ing.

Mr. BYRD. May I finish.

Mr. HATCH. Sure.

Mr. BYRD. I was rolling along pretty
well.

Mr. HATCH. I am still proud.

Mr. BYRD. Mr. President, I sought to
get Mr. Reagan to postpone the third
year of his proposed 3-year tax cut
until such time as we could see what
the budget deficit was, until such time
as we could see what was happening to
the economy. No, he wouldn’t do that.
So I offered legislation here, as minor-
ity leader, at that time, to require that
that third year of the tax cut be de-
layed. But my amendment was re-
jected, just like all amendments that
we are offering now to the constitu-
tional amendment are being rejected
summarily. My amendment was re-
jected. And then I voted for the Reagan
tax cut.

My people said, ‘“Go along with this
new President. Give him a chance. Give
him what he wants.” And so I did, and
I have been sorry of it ever since.

I voted for that Reagan tax cut. I
also voted for his massive military
buildup. And, so, I am that much to
blame. But let it not be said that the
President should escape the charge of
having overblown spending, and the
debt, by saying, “We are the Congress.
The President proposes, the Congress
disposes.” Mr. Reagan had a veto pen.
Why didn’t he veto some of the appro-
priations bills? He didn’t. He didn’t use
the veto pen, perhaps, enough.

Mr. HATCH. If I could——

Mr. BYRD. But, Mr. President, I was
guilty. I supported Mr. Reagan on his
tax cut, and to that extent I am sorry.

Mr. HATCH. I understand.

Mr. BYRD. Because that represents
the major portion of the Federal debt
that we owe today, the massive tax
cut, the massive military buildup, and
there you have it. I will repeat the fig-
ures once more and then I will take my
chair.

When Mr. Reagan became responsible
for his first fiscal year budget—the
total debt was $999 billion, total debt
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over the period of all the years and all
the administrations since the Republic
began. And when the last fiscal year
for which he was responsible had ended,
the debt was $2,830,000,000,000. And then
when the last moment of the last fiscal
year for which Mr. Bush was respon-
sible had ended, the debt was
$4,316,000,000,000. So much for the pile
of books.

Mr. HATCH. Let me just say this in
response. The fact of the matter is, I do
not think anybody escapes responsi-
bility. But I know one thing, the
Reagan tax cuts resulted in an increase
of revenues because there was more op-
portunity, more investment, more cre-
ation of jobs, more people paying taxes.
And we actually had more tax revenues
come in by 40 percent over what was
estimated.

Where Reagan got into trouble—and I
was here—was in the 1981 or 1982 tax
bill. In order to get the marginal tax
rate reductions that all of us knew
would work—and they did, and this ad-
ministration is benefiting from that to
this day because the tax rates were 70
percent at that time. I have to admit
they are outrageously high today, but
they are not 70 percent. But, in order
to get that, they had to agree, the
President had to agree to all kinds of
congressional spending programs. He
wanted the marginal tax rate so bad
because he knew that would create a
good economy. And it did for 8 solid
years, some say longer. And it is really
one of the things that is benefiting this
economy today, because the tax rates
are so much lower than they were be-
fore Reagan took office. But then, in
the 1986 tax bill, which I voted against,
he wanted marginal rates reduced
again, and to get that he had to give
all kinds of concessions that I think
helped trigger the S&L crisis. And it
was Congress that did it. It was Mem-
bers of both parties in Congress that
did it.

I do not think we can avoid the re-
sponsibility by just saying, well, the
debt went up during the Reagan and
Bush years, and now, with the biggest
tax increase, it has come down as a
total number. But it is still a $107 bil-
lion deficit this year, and next year it
will be more. It is going up every year
for the next 4 years until we are sup-
posed to somehow conjure up 75-per-
cent savings to bring it down in the 2
years after President Clinton leaves of-
fice, according to his budget.

Mr. BYRD. Mr. President, will the
Senator yield?

Mr. HATCH. If I can just finish?
These books were created by us, these
28 years of deficits. I am saying we
have to do something to help us to be
responsible. If we do that, the Presi-
dent, whoever that President may be—
whether that President is a supply-
sider like Reagan, or not—will have to
be more responsible. If we do not do it,
we are going to have more of the same.

I have to say it was triggered long
before the Great Society programs, be-
cause we have had 58 years of unbal-
anced budgets in the last 66 years. So it
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happened even before the Great Soci-
ety. But once the Great Society pro-
grams started and this move toward
entitlement spending—I know my dear
colleague knows that. He has to deal
with it every day on the Appropria-
tions Committee, and he deals with it
very intelligently. But he is stuck be-
cause almost two-thirds of the budget
is entitlements. It was not the Presi-
dents who did that; it is us. I have to
tell you, the only hope for this country
to get these things under control—and
I have to say I don’t want my dear
friend to make another mistake. He is
repentant for having voted for the
Reagan tax cuts. I don’t think he
should make another mistake that he
is going to have to repent for by not
voting for the balanced budget amend-
ment.

I really am still hoping I can get him
to change his ways and to come across
here and help get this thing done. Be-
cause he, above all people in both bod-
ies, knows how really irresponsible the
Congress has been through these years.

Mr. BYRD. Mr. President, will the
Senator yield?

Mr. HATCH. On Mr.
time.

Mr. BYRD. Oh, no.

Mr. HATCH. I will, because I know
how much time—how much time do I
have left?

The PRESIDING OFFICER. The Sen-
ator from Utah has 26 minutes remain-
ing; the Senator from New Jersey has
36.

Mr. HATCH. Will you mind if we do it
for just a limited period of time?

Mr. BYRD. Make it 2 minutes.

Mr. HATCH. I yield 2 minutes.

Mr. BYRD. Mr. President, I thank
the distinguished Senator from Utah.
Let me remind the listeners as to who
was in charge in the Senate during the
first 6 years of the Reagan administra-
tion. I say this because my friend has
just said, well, after all, Congress
has——

Mr. HATCH. Will the Senator yield
on that point?

Mr. BYRD. Yes.

Mr. HATCH. Where do all money bills
have to originate under the Constitu-
tion?

Mr. BYRD. In the House.

Mr. HATCH. Who was in charge dur-
ing those years?

Mr. BYRD. Over here?

Mr. HATCH. No, in the House I'm
talking about, where all money bills
originate.

Mr. BYRD. Listen——

Mr. HATCH. Wait, it wasn’t Repub-
licans in charge. We didn’t originate
those money bills. Or did we?

Mr. BYRD. Listen, the Senator is
trying to obfuscate something. I am
not going to let him do that.

Mr. HATCH. All right.

Mr. BYRD. Those bills come to this
Senate and, under the Constitution,
the Senate may amend revenue-raising
bills, as in all other bills, and appro-
priations bills. So, let us not say that
the Senate escapes its responsibility.

TORRICELLI’S
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Mr. HATCH. I am not saying that.

Mr. BYRD. But my friend, his party
was in charge during those first 6 years
of the Reagan administration, in
charge of the Senate. That is when I
made—that is when I committed my al-
most unpardonable sin, by voting for
that Reagan tax cut.

I do not want to chew up the remain-
der of the manager’s 2 minutes but——

The PRESIDING OFFICER. The Sen-
ator’s 2 minutes has expired.

Mr. BYRD. May we proceed 1 more
minute?

Mr. HATCH. Mr. President, 1 more
minute.

Mr. BYRD. The distinguished Sen-
ator from Utah says under that tax
cut, under that tax cut about which I
have just now begged for forgiveness
for the umpteenth time——

Mr. HATCH. I forgive you.

Mr. BYRD. I have been begging for-
giveness for that mistake for years.
But he said, as I recall, under that tax
cut the revenues were increased. I hope
I didn’t misstate it.

Mr. HATCH. No. They were.

Mr. BYRD. Is that what the Senator
said?

Mr. HATCH. That’s what I said.

Mr. BYRD. Let us take a look at
what the facts show. I have a chart in
my hand, which is titled ‘‘Major Causes
of Increased Federal Debt, Fiscal Years
1981 to 1991.”

The bar right here is the bar showing
the costs of the 1981 tax cuts. They did
not bring in revenues——

The PRESIDING OFFICER (Mr. STE-
VENS). The Senator’s additional 1 min-
ute’s time has expired.

Mr. HATCH. Could the Senator from
New Jersey yield additional time, be-
cause I have some other speakers com-
ing.

Mr. TORRICELLI. I yield 2 minutes.

Mr. BYRD. The tax cuts were respon-
sible for $2.1 trillion in losses, the tax
cut for which I voted. And other causes
of increased Federal debt are likewise
shown: Entitlements, defense, interest,
and so on—failed S&L’s.

But the Senator was wrong in saying
that the tax cut increased the reve-
nues. The tax cuts were responsible for
losses to the Treasury of $2.1 trillion
over the fiscal years 1981 to 1991.

I thank the Senator for having yield-
ed. I hope that he will allow a vote up
or down on the Torricelli amendment.

Mr. HATCH. Let me just say this, I
will allow a vote up or down on the
Torricelli amendment. It is the only
exception I am going to make. I hope
my colleagues on my side will——

Mr. BYRD. Mr. President, I thank
the Senator.

Mr. HATCH. I will do it at your re-
quest. But let me just say this, the
Senator is talking about overall spend-
ing. I am talking about revenues that
came from the tax cut. We actually had
revenues increase 40 percent during
that period of time.

Be that as it may, whether I am
wrong and you are right, the fact of the
matter is that the Congress, during all
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of those Reagan years, was controlled
by the more liberal persuasion, and all
money bills originated in the House,
which was controlled by the Demo-
cratic Party. Now, allegedly we did
have Republican control in the Senate,
but if you look at the total number of
liberals versus moderate conservatives,
the Senate was still liberal during
those years, and we were the ones pri-
marily responsible for these 28 years of
unbalanced budgets. To lay it at the
feet of Reagan, Bush, or Clinton is not
right.

I yield the floor. I reserve the re-
mainder of my time.

Mr. TORRICELLI
Chair.

The PRESIDING OFFICER. The Sen-
ator from New Jersey.

Mr. TORRICELLI. Thank you, Mr.
President. While it is my hope to re-
turn the debate to the amendment at
hand—it is my intention to yield to my
colleague, the senior Senator from New
Jersey—nevertheless, since our debate
is in the RECORD, it should at least be
accurate in this respect: I notice the
Senator from Utah has the last 28 years
of budgets of the U.S. Government.
That means his books start in the fis-
cal year 1969.

Debate between the Senator from
West Virginia and the Senator from
Utah seemed to be on the relative mer-
its between the Reagan and the John-
son administrations and their respon-
sibilities for the Federal deficit. It is
extraordinary that the Senator from
Utah stopped there before 1969, the last
year of the Great Society, the last
budget written by Lyndon Johnson and
the last year the U.S. Government had
a surplus.

It is, I think, instructive, Mr. Presi-
dent, that as we assign responsibility,
which is no doubt, at least as an aside,
a useful exercise on this day, as some-
one who served in the House of Rep-
resentatives during some of those
years, I want the RECORD to clearly re-
flect one element of that responsi-
bility. In 8 years of the Reagan admin-
istration, in all the appropriations bills
passed, Mr. Reagan vetoed one. He ve-
toed one appropriations bill in 8 years,
while the Federal deficit soared from
less than $1 trillion to $4 trillion. And
if you look at his veto message, it is
because, in his judgment, spending was
inadequate in that year.

We will leave it for historians to
gauge whether it was the Great Society
that produced this deficit problem, in
spite of the fact that he left office with
a surplus, or it was the Reagan admin-
istration, which talked about fiscal
austerity but left the Nation with a $4
trillion accumulated deficit and never
exercised a veto of any appropriation.

But perhaps the comments of my col-
leagues should be punctuated simply
with this: The genuine level of debt
that should be of concern to every
American is the debt as a proportion of
our national economy. Like in our
households and our businesses, it is not

addressed the
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whether you have a debt—the mort-
gage on your home, borrowing for ex-
pansion—it is your ability to pay it.
Two Presidents in the last 40 years
have administered the U.S. Govern-
ment with a deficit under 2 percent of
gross national product. One was named
Johnson, and one is named Clinton.
The others have exceeded that marker,
which is now recognized by our friends
in Asia and the European Community
as the marker to which you do not
want to pass.

So while I hope we can return to the
issue of the balanced budget amend-
ment and look prospectively and leave
to others, the historians, the question
of relative responsibility, I did want,
along with my colleague from West
Virginia, to ensure the RECORD was ac-
curate.

At this time, I yield to the senior
Senator from the State of New Jersey
for 20 minutes.

Mr. LAUTENBERG. Mr. President,
that is very generous of my colleague.
I will not take 20.

Mr. President, I rise in support of the
amendment offered by my distin-
guished colleague, the junior Senator
from our great State of New Jersey,
and I salute him for his initiative.

Mr. President, I want to make it
clear that I strongly oppose the bal-
anced budget amendment. But if we are
going to pass it, the least we should do
is include the Torricelli amendment.
Without it, the underlying balanced
budget amendment would forever pre-
clude our Nation from adopting what I
believe is the essential nature of budg-
eting and investing in America—cap-
ital budgeting.

As many of my colleagues know, I
have long advocated dividing the Fed-
eral budget into separate capital and
operating budgets.

This is not budget or fiscal heresy.
Quite the contrary. Most States do it.
Almost every business does it. It’s
sound government. It’s sound business.
It’s common sense.

The balanced budget requirement
that many States have affects only
their operating budgets with capital
budgets and pension funds excluded.
Capital budgeting is a fundamental ac-
counting principle employed by every
major corporation in America. Fortune
500 companies use their borrowing
power and creditworthiness to brag
about their financial stability.

I must admit that I am somewhat
perplexed by my colleagues who sup-
port a balanced budget amendment. On
the one hand, they say that we should
operate the Government like a busi-
ness.

But on the other hand, they reject
outright one of the most fundamental
principles of operating a business—sep-
arate capital and operating budgets.
Mr. President, you can’t have it both
ways.

I come to the Senate from the busi-
ness world and that experience gives
me an invaluable and unique perspec-
tive. The company I founded with two
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friends, Automatic Data Processing, is
the largest computing services firm in
the world, and it employs 29,000 people
in a number of countries.

But it wasn’t always that way. We
grew that company from scratch, and
we didn’t do it with the type of budg-
eting required of the Federal Govern-
ment today. We borrowed money. We
took out loans. We didn’t make across-
the-board cuts or ask someone else to
take the responsibility for making
cuts.

When I was CEO, I would look over
my various departments, and say, I
need more in marketing or more in
product development or more in pro-
duction.

Mr. President, we budgeted those in-
vestments the way any business does.
We didn’t have a unified budget like
the Federal Government. We had sepa-
rate capital and operating budgets. We
balanced our books in terms of day-to-
day operations, and cut waste wherever
we found it. But we weren’t afraid to
take out a loan for the long term. And
those investments paid off. That’s how
most successful businesses do it.

This is nothing radical, and it’s cer-
tainly not confined to the business
world. Families take out loans to fi-
nance homes and cars. Students rely on
student loans to help finance their col-
lege education. States with balanced
budget requirements float bonds and
take on debt for capital expenditures.
There’s no reason why the Federal
Government shouldn’t do so as well.

So if Congress wants to run the Gov-
ernment like a business, it will pass
the Torricelli amendment.

To get on the right track—the in-
vestment track—we must distinguish
between short-term consumption and
long-term investment spending.

So far we have failed to recognize, let
alone embrace, this elementary busi-
ness practice. And as Government con-
tinues to underinvest in the long term,
all Americans pay a big price.

Public investment is crucial because
these are investments that the private
sector will not make on their own.
Only Government will. The economic
benefits of a first-rate education sys-
tem, or a well-functioning transpor-
tation system, are spread throughout
the economy making life better for all
of us. These are capital investments.

At a recent Budget Committee hear-
ing on education, I emphasized my be-
lief that greater public investment in
education is of critical importance to
our Nation’s economic future.

While parents fear for their chil-
dren’s future, and business worries
about the quality of the work force,
the ratio of workers to retirees is pre-
dicted to shrink to less than 2 to 1. Im-
proving the output of our education
system is not only desirable; it has be-
come an imperative if our future work
force will be able to support the grow-
ing number of retirees.

The same is true with transpor-
tation. When we invest in roads,
bridges, and transit, we lessen conges-
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tion and improve the efficiency of the
economy for many years.

I believe that the solution to many of
our long-term investment problems is
to create a separate capital budget. I
see no other way to do it.

So if my colleagues are serious about
running this Government like a busi-
ness—if they are serious about invest-
ing in America—they will vote for this
amendment. If they don’t, we will
never have the chance to even consider
capital budgeting and that would
shortchange our great Nation.

Mr. President, I commend my new
colleague from New Jersey for his work
here thus far. I salute him for this ini-
tiative. I think it is a very wisely de-
veloped thesis that this Government
ought to operate just like other enti-
ties across our country, like the larg-
est of the businesses, like virtually all
businesses. When we talk about a cap-
ital budget, it is done for a sensible
business purpose—the Government rec-
ognizes it—the depreciation of the
asset over its life, and it entitles com-
panies to take the value of the asset
each year, charge that off to its oper-
ating statement so that you get an ac-
curate picture of what it is that is
being done within the company. And so
it ought to be here.

What we are talking about, almost
forgotten in the recent debate, is the
balanced budget amendment. I think it
is fairly clear around here that this
Senator stands in opposition to that
balanced budget amendment. I have
done whatever I could to assure that
we are not going to permit the bal-
anced budget amendment to become
part of the Constitution. I think it
would be poor judgment. I think it
would be a poor tactic to have the Con-
stitution amended to provide for a bal-
anced budget when, in fact, if we look
at the record—and that is one of the
things, frankly, that astounds me at
times—the record of the last 4 years
has been quite spectacular when we ex-
amine the results of the Clinton leader-
ship.

The reduction in annual budget def-
icit has been enormous, some 60 per-
cent, down to $107 billion last year. The
CBO, our auditing arm, said in May
that they thought we would be some
$50 billion higher. And then in Feb-
ruary they had to change their esti-
mate to something considerably lower
in a period of 8 months, with no under-
standing of the fact there was a dy-
namic change taking place. The same
thing was true in an earlier year when
the misestimate was by such an enor-
mous amount that had we had a bal-
anced budget in place, we would have
made all kinds of adjustments, and we
probably could have, without meaning
to, sent this country into recession.

Mr. President, the principal discus-
sion here is how do we tell the truth to
the American public about what is
going on here? If we had a capital budg-
et, I think it would be quite clear.
Right now, we talk about obscure
things. We talk about adjustments in
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the CPI. We talk about taking Social
Security and other trust funds off
budget.

The fact of the matter is that we
would be hamstringing ourselves with
a balanced budget amendment that
prevented us from responding to our
national needs at any given time.
Whether on the brink of recession,
whether on the brink of war, whether
on the brink of other national catas-
trophes, we would be limiting our ca-
pacity to operate. And I do not under-
stand why we insist on doing that
when, in fact, the record is good.

The President has presented a budget
that will be in balance in the year 2002.
As a matter of fact, it is proposed there
would be a surplus of some $17 billion
at that time.

But to my colleague from New Jer-
sey, my junior colleague from New Jer-
sey—I am not quite used to the ranks—
but I want to say that this is a very
thoughtful amendment that you have
developed. You have not said where,
when, precisely how—do not lock us
out of having a capital budget as part
of our accounting process in the future.

I come from the corporate world. I
ran a fairly large company—today,
with 29,000 employees. I never would
have dreamed of agreeing to a board of
directors directive that said: OK, you
can run this company, but understand
what the conditions are under which
you can run this company, that at the
end of each year you are not allowed to
be borrowing, not allowed to be doing
anything else unless you prevent this
company from having any kind of a
deficit using an operating accounting
process all the way through; when, if
we erected a building, if we bought
computer equipment, no matter what
it was, you could not write it off over
the life of the assets. Some of these as-
sets are 40-, 50-year assets. Some of the
assets we acquire in the Federal Gov-
ernment have lifetimes going way be-
yond that.

If they said to me, those are the con-
ditions, I would say this job cannot be
done. You cannot restrict yourself in
advance to certain conditions at the
end of a year over which you have no
control. If we had to cut back on ex-
penses, I never took a wholesale ap-
proach to it and said, OK, cut mar-
keting, cut product development, cut
production, cut facilities. You could
not do it that way. Each of these
things requires thought.

Here we are, 100 U.S. Senators, sent
by people who elect us to represent
them, unable, we are saying, unable to
do it by ourselves. We need the con-
striction of a balanced budget amend-
ment so we will all be good boys and
girls here, so that we will remove the
intuition, the judgment that we bring
here from any decision we make be-
cause we want to be free of that kind of
restraint. I, frankly, think that it
shows very poorly in the public do-
main.

I think we ought to do it the old-
fashioned way. I think what we ought
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to do, as proposed by my colleague
from New Jersey, is amend it if we can
to be a better product, to amend that
balanced budget amendment in case it
does pass. And I hope it does not. In
case it does pass, we ought to have con-
ditions in there that permit us to oper-
ate in as free a condition as we can pos-
sibly do it.

So, Mr. President, I see it as a fairly
simple thing. The first thing we should
do, look at the record, see where we
are. I started to say before, I am aston-
ished by the unwillingness of our col-
leagues on the other side of the aisle to
recognize what has been accomplished
since President Clinton took over,
whether it is the reduction in the def-
icit, the growth in jobs, the icons of
American industry, companies with
whom you could tie your future, never
worry about another thing as long as
they do work—gone, shrunken, dis-
solved, in many cases. The President
found a way to replace many of those
jobs by encouraging small business in-
vestment. We have over 11 million new
jobs in this period of time. We have the
lowest portion of deficit to GDP of any
country. We are the envy of all the de-
veloped nations in the world.

I looked at the expectation for the
future, as we look at the budget pro-
posal. Mr. President, in the next 5
years our economy is expected to grow
by $2 trillion—3$2 trillion of GDP in the
next 5 years, at the same time, expect-
ing, based on the numbers developed
thus far, that we will have a surplus in
our operations for the year without a
capital budget, which, again, we should
have, without adjustments, in the CPI.

I think that it is imperative that we
vote on the Torricelli amendment, that
we give it as much support as we can.

Mr. President, I hope, perhaps con-
trary to the view of some very good
friends here, that in the final analysis,
that despite the fact that I want this
amendment to pass, I hope we do not
attempt to balance the budget with a
constitutional amendment.

I yield the floor, and I once again
commend my colleague.

Mr. SARBANES addressed the Chair.

The PRESIDING OFFICER. Who
yields time?

Mr. TORRICELLI addressed the
Chair.

The PRESIDING OFFICER. The Sen-
ator from New Jersey.

Mr. TORRICELLI. Mr. President, I
yield to the Senator from Maryland 5
minutes.

Mr. SARBANES. Three minutes.

Mr. TORRICELLI. Three minutes.

Mr. SARBANES. I will be very quick.

First of all, I commend the able Sen-
ator from New Jersey for the very
thoughtful and careful analysis he
made in his statement upon offering
his amendment.

One of the difficulties with a bal-
anced budget constitutional amend-
ment generally, of course, is that it is
purely symbolic. The real way to bal-
ance the budget is to do it when Con-
gress considers and passes the budget,
not by amending the constitution.
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But the Senator from New Jersey has
pointed out three, I think, clear dif-
ficulties with this particular version of
a balanced budget amendment to the
Constitution, Senate Joint Resolution
1. One is that our current Federal proc-
ess does not provide for a capital budg-
et. Every State and locality has a cap-
ital budget. Businesses have capital
budgets. Private individuals have cap-
ital budgets. People do not go out and
pay for a house, or an automobile, or
finance a college education with cash
the same year that they make these
purchases. They make prudent invest-
ments in the future, and they borrow
and amortize them over a period of
time. State governments do exactly
the same thing. It is a prudent and sen-
sible way to do business.

I will never forget a budget com-
mittee hearing at which we had two
Governors testifying in favor of amend-
ing the Constitution to require a bal-
anced budget. They said, well, our
States require a balanced budget, and,
as a consequence of our States requir-
ing it, the Governors went on to say,
our States get a better credit rating, so
that when we borrow in the market we
get a better interest rate.

Of course, the obvious question be-
comes, if states have a constitutional
requirement to balance the budget,
why do they need to borrow money?
What does a credit rating matter to
these states? So I asked them that
question. Of course, their response was,
well, you do not understand. We have a
capital budget that is separate and
apart from the operating budget. We
have a capital budget that we fund by
borrowing—by borrowing. So I said,
well, we do not have a capital budget
at the Federal level. I noted that we in
the Federal Government do not make a
distinction between capit