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The yeas and nays were ordered. NAYS—64
Abraham Frist McCain
VOTE ON MOTION TO WAIVE THE BUDGET ACT Allard Gorton McConnell
The PRESIDING OFFICER. The gShCPOf'ﬂ gf&ham Mikulski
. . . . aucus ramm i
question is on agreeing to the motion —oooov Moynihan
) Bennett Grams Murkowski
to waive the Budget Act. The yeas and Bond Grassley Nickles
nays have been ordered. The clerk will Breaux Gregg Rockefeller
call the roll. gx;’;’b“k g:fglll Roth
. . . Santorum
The assistant legislative clerk called Burns Helms Sessions
the roll Campbell Hutchinson Shelb
i Chafee Hutchison S e’thy NH
Mr. NICKLES. I announce that the Cleland Inhofe o EOR;
Senator from Kansas [Mr. ROBERTS] ggzﬁi&n %Zflﬁ’;gﬁome Snowe
and the Senator from. New York [Mr. goins Kerrey Specter
D’AMATO] are necessarily absent. Coverdell Kyl Stevens
Craig Landrieu Thomas
The PRESIDING O_FFICER. Are there powine Lieberman Thompson
any other Senators in the Chamber de- Domenici Lott Thurmond
siring to vote? Enzi Lugar Warner
Faircloth Mack
The yeas and nays resulted—yeas 34, NOT VOTING—2
nays 64, as follows: G
D’Amato Roberts

[Rollcall Vote No. 133 Leg:] The PRESIDING OFFICER. On this
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Mr. NICKLES. I move to lay that mo-
tion on the table.

The motion to lay on the table was
agreed to.

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

The PRESIDING OFFICER. The
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

Mr. ROTH. Mr. President, I ask unan-
imous consent that the order for the
quorum call be rescinded.

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

BALANCED BUDGET ACT OF 1997—
EXTRANEOUS MATERIAL

Mr. ROTH. Mr. President, pursuant

YEAS—34 vote the yeas are 34, the nays are 64. - _
Akaka Feinstein Levin Three-fifths of the Senators duly cho- ;?O;’aef tg:ﬂi 3(311? (Z)C(%)((;)ngmfl}ilte :(i%%cr%i
Biden Ford Moseley-Braun sen and sworn not having voted in the £ -
Bingaman Glenn Murray affirmative, the motion is rejected behalf of the Committee on the Budget
Boxer Harkin Reed The poini’, of order is sustaine& on of the extraneous material in S. 947
gumpe”s Hollings Reid the, Balanced Budget Act of 1997, as re-

yrd Inouye Robb both grounds. -
Conrad Johnson Sarbanes The motion to refer is not in order. ported. I ask unanimous consent that
Daschle Kennedy Torricelli The Senator from New York. the list be printed in the RECORD.
Bﬁf}g&n ggﬁy Wellstone Mr. MOYNIHAN. Mr. President, I = There being no objection, the mate-
Durbin Lautenberg Wyden move to reconsider the vote by which rial was ordered to be printed in the
Feingold Leahy the motion was rejected. RECORD, as follows:
BALANCED BUDGET RECONCILIATION ACT OF 1997—EXTRANEOUS PROVISIONS
Senate
Provision Comments/Violation
AGRICULTURE, NUTRITION, AND FORESTRY

Sec. 1001 Hardship waiver continues after 2002 which means title has a net cost. Byrd rule (b)(1)(E): Increases outlays or decreases revenues for a year after 2002 and the

title results in a net increase in outlays or net decrease in revenues in that year.
BANKING, HOUSING, AND URBAN AFFAIRS
There are no extraneous provisions in this title.
COMMERCE, SCIENCE, AND TRANSPORTATION

Sec. 3002 where it adds “(15)(A)(iii)" p. 110 lines 1-25, p.111 lines  Report to Congress on digital TV conversion, Byrd rule (b)(1)(A).

ENERGY AND NATURAL RESOURCES

Sec. 4001—first proviso

Funds resulting from the leasing or other use of a reserve facility on or after October 1, 2002 shall be available to the Secretary of Energy without further appropria-

tion, for the purchase of petroleum products for the reserve. Byrd rule (b)(1)(A): Produces no change in outlays or revenues during the fiscal years covered by the

reconciliation instructions.
FINANCE—DIRECT SPENDING

Medicare:
Sec. 5013 Requires Secretary of HHS to study PACE Program. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5015(c) HHS Study of Social HMO Integration into Medicare Choice. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5021 Authorization of the Nation Bipartisan Commission on the Future of Medicare. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5022 Authorization of the Medicare Payment Advisory Commission to replace the Prospective Payment Assessment Commission and the Physician Payment Review Commis-

sion. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Sec. 5153(a) & (b)
Sec. 5156(c) and (d)

Authorization and study of Rural Hospital Flexibility Program. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Reports related to telemedicine. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Sec. 5217 GAO fraud and abuse report date due amendment. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5302 Study on Payments for Long-Term Care Hospitals. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5364 Study on Definition of Homebound. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5366 Incl of Costs of Service in Explanation of Benefits. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Ve Sgg. 5521(c) Study and Report on Clinical Lab Payments. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
edicaid:

Sec. 5701(h)
Sec. 5711(b)

Reports on Medicaid Managed Care. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Study and Report on the Boren Amendment. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Clarification of states ability to sanction an individual receiving TANF for noncompliance. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

Welfare:
Sec. 5821 Evaluations of Welfare to Work program and Report to Congress. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.
Sec. 5823
Sec. 5871 Sense of the Senate regarding the correction of Cost Living Adjustment. Byrd rule (b)(1)(A): Produces no change in outlays or revenues.

GOVERNMENTAL AFFAIRS
There are no extraneous provisions in this title.
LABOR AND HUMAN RESOURCES
Sec. 7001(a)(4)

change in outlays or revenues.

VETERANS' AFFAIRS
There are extraneous provisions in this title.

Allows guarantee agencies to use earnings from excess guarantee agency reserves placed in restricted accounts for limited purposes. Byrd rule (b)(1)(A): Produces no

REVENUE RECONCILIATION ACT
OF 1997

The Senate continued with the con-
sideration of the bill.

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

The PRESIDING OFFICER.
clerk will call the roll.

The assistant legislative clerk pro-
ceeded to call the roll.

The

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

The PRESIDING OFFICER. Without
objection, it is so ordered.
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Mr. DASCHLE. Mr. President, prior
to the vote, it was my understanding
that the Democratic amendment would
now be in order. Is that correct?

The PRESIDING OFFICER. The Sen-
ator from South Dakota is correct.

AMENDMENT NO. 527
(Purpose: To provide tax relief for working
families, to increase the rate and spread
the benefits of economic growth, and for
other purposes)

Mr. DASCHLE. Mr. President, I have
the amendment at the desk, and I ask
for its consideration.

The PRESIDING OFFICER
BROWNBACK). The clerk will report.

The assistant legislative clerk read
as follows:

The Senator from South Dakota (Mr.
DASCHLE), for himself, Mr. BINGAMAN, Mr.
CONRAD, Ms. MIKULSKI, Mrs. BOXER, Mr.
Dopp, Mr. KERRY, Ms. LANDRIEU, Mr.
CLELAND, Mr. DURBIN, Mr. KENNEDY, Mr.
FORD, and Mr. LAUTENBERG, proposes an
amendment numbered 527.

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

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

(The text of the amendment is print-
ed in today’s RECORD under ‘‘Amend-
ments Submitted.”’)

Mr. DASCHLE. Mr. President, this
debate today and tomorrow is not
about whether to cut taxes but how to
cut them. Democrats support a tax cut,
but we want them to be the right kind.
We want them to be fair, especially to
working families.

I congratulate Senator ROTH and
Senator MOYNIHAN and the Members on
both sides of the aisle for the bipar-
tisan effort to improve the House bill.
In many ways it is a substantial im-
provement of the bill passed by the
House Ways and Means Committee.
But in the view of many Democrats,
problems still remain in the version
that is now before us.

Under both the House and the Senate
plans, the top 1 percent of taxpayers,
people making over $350,000 a year, re-
ceive more than the bottom 60 percent
put together, people making under
$50,000.

This chart depicts very well what the
circumstances are. In the Archer bill,
67 percent of all the benefits in the tax
bill go to the highest 20 percent. In the
Roth bill, 656 percent of all the benefits
go to the top 20 percent. In the bill
that we are presenting as an alter-
native today, 20 percent of the benefits
go to the top 20 percent, but 75 percent
of the benefits go to the middle 60 per-
cent.

So the distribution, the progressivity
of the alternative plan that we are pre-
senting today, is a significant improve-
ment for working families across this
country.

The people who have yet to share
fully in the economic recovery are in
the bottom 60 percent, the bottom four
quintiles of income distribution, not in
the top 1 percent. They ought to be the
ones to largely benefit from the plan

(Mr.
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that this Congress and ultimately that
this country enacts into law.

But instead of helping identify mid-
dle-class families, the House and Sen-
ate bills shortchange them—9.2 percent
in the middle 20 percent, 2.4 percent in
the next to the bottom quintile, 2.3
percent under Roth, and a very small
percentage of the benefits actually go
to middle-class working families as the
Finance Committee bill is written
today.

We can do better than this. We owe
the American people better than this,
and our bill attempts to do that.

We recognize that we are in the mi-
nority, and many Democrats, recog-
nizing that, have worked closely with
our Republican colleagues to do the
best we can to reflect a better distribu-
tion. Many of us will support the final
passage if we are not successful in pass-
ing this version because we don’t want
the perfect to be the enemy of the
good.

But it is important for the American
people to know what we could have
done and what we would have done
were we to be in the majority.

So we are offering this comprehen-
sive alternative but with an expecta-
tion of having a good debate and con-
trasting the Finance Committee-passed
bill, which is dominated by the Repub-
lican majority, with our Democratic
alternative.

Our Democratic alternative really
has four objectives.

First and foremost, what I have just
described, we want to ensure that there
is fairness for working families.

Second, we want to target the growth
incentives to those companies and
those activities where we can do the
most good.

Third, we want to ensure that we put
an emphasis on education.

And, fourth, we don’t want a tax time
bomb. We don’t want to explode the
deficit at some point in the future
given the terrific effort that has been
put forth in recent years to bring the
deficit down and ultimately to balance
the Federal budget.

So our goal is to do all of those
things and stay within the bounds and
the confines of the budget agreement
that was agreed to by the administra-
tion and leadership in both the House
and the Senate.

Our plan then delivers on all counts.
We provide a fair, targeted approach to
middle-class families, and we do that
in a number of ways.

Most importantly, we recognize that
it is an income tax that working fami-
lies are most concerned about. They
don’t pay as much Federal income tax
as they pay other forms of taxes that
affect them directly.

Middle-class families are faced with a
substantial tax liability that falls out-
side the realm of income tax today. In
fact, 99 percent of all working families
who earn less than $21,000 pay more in
payroll taxes than they do in income
taxes; 97 percent of those who make be-
tween $21,000 and $41,000 pay more in
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payroll taxes than they do in income
tax; 90 percent of those who make
$41,000 to $62,000 actually pay more in
payroll tax than they do in income tax.
Even in the category that we would
call middle-class families, $62,000 to
$94,000, 65 percent, well over half, al-
most two-thirds of them, pay more
payroll tax than they do income tax. It
is only in the top fifth, those making
more than $94,000 that actually pay,
the majority of them, more income tax
than they do payroll tax.

So one of the key features, one of the
centerpieces of our bill, is to ensure
that we recognize where the tax liabil-
ity is for working families.

So we apply the child tax credit
against the payroll tax as well as
against the income tax because it is
the payroll tax where we can do the
most good for most working families.

We have a chart that really depicts
the circumstances for working families
today—families, in this case, making
somewhere between $22,000 and $41,000.
After they take their deductibles, after
they get down to their net income,
they pay an average of $252 in income
taxes and over $3,828 in payroll taxes.
So their liability for payroll tax is sub-
stantially higher. Not only do 99 per-
cent of them pay more in payroll tax
than income tax, what they pay is so
much more—$3,828 versus $252 in in-
come tax.

So our bill provides an opportunity
for those who are saddled with a far
greater degree of liability for payroll
tax to be able to address it in the most
effective way. That child tax credit
would be made applicable to both the
payroll tax and the income tax.

We also do something else. As the
current Finance Committee bill is
written, the earned-income tax credit
is calculated first. And then, if there is
anything left, they are eligible for the
child tax credit.

Mr. President, we stack them in just
the reverse fashion. We provide the
child tax credit first so that they have
the full use of that credit against ei-
ther payroll tax or income tax, and
then we allow the earned-income tax
credit to kick in.

So we provide working families an
opportunity first to use the child tax
credit against the payroll tax, and sec-
ond to be sure that they have the full
opportunity to use it by stacking it
ahead of an EITC, the earned-income
tax credit, if they are indeed eligible
for it.

So we make the bill fairer, and from
those fairness proposals that we pro-
vide that distributional analysis that
so clearly slows the contrast—I will
just put this chart up briefly again to
clarify it again. That is how we get
this great distributional breakdown—75
percent of the benefits going to the
middle 60 percent of all income brack-
ets.

That is why there is such a difference
between the 25 percent and 10 percent
and 9 percent in this case or 32 percent
and 21 and 19 in the case of the fourth
20 percent. So we really provide a far
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better distributional opportunity for
working class families than anything
else.

But that is what our first goal was,
to ensure fairness, to ensure that those
who need it the most have the most op-
portunity to benefit from a bill like
this.

Our second goal, as we said, was to
ensure that we provide the maximum
degree of opportunity to businesses
that really need the kind of help that
these tax tools can provide. In order to
do that right, what we want to be able
to do is target the capital gains and
the other tax features in ways that will
ensure that we provide the most bang
for the buck. We eliminate the huge
capital gains windfall for the top 1 per-
cent. In the currently drafted Senate
Finance Committee bill, we change
their flat 20 percent capital gains rate,
which benefits the top bracket most, to
an equal 30-percent capital gains exclu-
sion for all income brackets.

Let me explain what we are attempt-
ing to do in this case. Right now, be-
cause of the flat cap of 28 percent on
capital gains taxes, those in the top in-
come tax bracket actually get a benefit
of about 30 percent in capital gains ex-
clusion because of the cap. What we do
is apply that capital gains exclusion,
that 30 percent, across all income
brackets, thereby giving working fami-
lies, those who are making $60,000 or
$80,000 or $100,000, the same oppor-
tunity to use the 30 percent exclusion
that the upper income bracket cur-
rently has available to them.

So we expand that 30 percent across
the entire array of income brackets in
order to assure that people who want
to invest in this country, who want to
benefit from the tremendous economic
opportunity and the growth that we
would like to continue here will ben-
efit—that is, will benefit those who can
use it the most. So we provide more op-
portunities for that to happen.

We also try to do a number of things
that will target small businesses and
family farms. We cut the capital gains
rate nearly twice as deeply for most
small businesses. What we provide is a
50-percent exclusion for investment
into companies with assets of under
$100 million, startup companies—a 50-
percent exclusion across all income
brackets. Startup companies which
need that investment, that cannot
compete with General Electric or can-
not compete with Westinghouse or
IBM, these are companies that really
need the additional incentive, and we
provide it to them. And then we say if
you are really a startup company with
assets under $25 million, we are going
to allow you to roll over your capital
gains taxes entirely if you reinvest
within 6 months. So there is no capital
gains on an investment in a company
with assets under $25 million.

When it comes to targeting the bene-
fits to the businesses where we could
do the most good by having the 30-per-
cent exclusion for all working families,
by including a 50-percent exclusion for
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businesses under $100 million and a
complete rollover of taxes for those
companies with assets under $256 mil-
lion, in addition to the $500,000 exclu-
sion on all households, on the sale of
all houses, we provide, in my view, the
best package that has yet been pro-
posed to the Senate with regard to how
to use the capital gains tools most ef-
fectively.

We also do something that the NFIB,
the National Federation of Independent
Business+ and many business organiza-
tions that said is their No. 1 priority.
We make health insurance fully de-
ductible for the self-employed—fully
deductible. That is not in the Finance
Committee bill, but it is in the Demo-
cratic alternative.

So, Mr. President, when you look at
all the different ways in which we try
to help small, Main Street businesses,
we provide a substantial degree of addi-
tional assistance to those families who
need it the most. But we do not limit
ourselves just to small business. We
also address the problem of inheritance
tax with farmers today.

Currently, small businesses and
farmers who want to keep a business or
a family farm in the family are finding
it exceedingly difficult to do that. You
cannot do that if you have to pay the
inheritance taxes, in many cases, on
small businesses or family farms that
you want to keep in the family. So we
increase by $900,000 the exemption for
those businesses and family farms
which are truly kept in the family. We
will provide a $1.5 million inheritance
tax exemption for those businesses and
family farms that want to be kept in
the family as generations move on.

So, Mr. President, I think this is a
very significant array of tax tools to
help those across this country, whether
they are workers, businesses, or farm-
ers, in an effort to do as much as pos-
sible to help business succeed in this
increasingly competitive and yet opti-
mistic economic outlook that we face
in the country today.

That is the second goal—providing
the greatest degree of capital growth
to those areas where we can do the
most good.

The third goal is education. And,
again, I will say what I said at the be-
ginning. I think the Finance Com-
mittee deserves great credit for a lot of
the things they did in that bill to try
to advance education through our Tax
Code, to do a number of things that
will be very helpful and beneficial not
only to students but to working fami-
lies and to schools themselves. We just
think you can do a lot better. We think
that instead of just 2 years for the
HOPE credit, we ought to be providing
4 years of HOPE credit opportunities.
Instead of just ensuring that we pro-
vide the KIDSAVE option, bonus credit
for education IRA savings, we ought to
ensure that we provide for a complete
Pell grant eligibility. We do not penal-
ize Pell grant recipients. We provide
the full KIDSAVE option, but we do
not say you can have one or the other.
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We are not going to penalize those who
take out the Pell grant, as well. So we
want to do as much as we can to ensure
through the HOPE credit, through the
KIDSAVE, through Pell grants the full
opportunity to use the benefits that
the Federal Government provides to
ensure that people have a chance to go
to school. We do not think that the
limited funding for crumbling schools
in the bill is going to be adequate
enough. We provide additional funding
for crumbling schools, as well.

So, Mr. President, when it comes to
education, these tools are going to go a
lot further in ensuring that every sin-
gle student has the opportunity to go
to school and to take full advantage of
the opportunities that we provide in
this tax bill to help offset the increas-
ing costs of going to college today.

Finally, Mr. President, we think it is
very important that we be fiscally re-
sponsible. That was our fourth goal. We
are concerned about the tax time
bomb. The Senate bill currently is very
heavily backloaded. The billions of dol-
lars in additional cost in the year 2017
cause us great concern; $830 billion is
what has been estimated by the Joint
Tax Committee as the cost in the year
2017 for the Senate bill today. The cu-
mulative cost in the year 2007 is $250
billion; in the year 2002, 5 years from
now, $85 billion. So while we live with-
in the confines of the budget agree-
ment in 5 and in 10 years, we are not so
sure that we do that in the outyears, in
the years beyond 10 years. What hap-
pens in the year 2017 when we have to
face the prospect of a loss of revenue of
some $830 billion?

Mr. President, we can do better than
that as well. I think it is very impor-
tant that we try to maintain the fiscal
discipline that we have acquired in re-
cent years, that has brought so many
great economic dimensions to our
country and to our future as a result of
the discipline and the wise decisions
that we made as far back as 1993.

So, Mr. President, in summary, our
Democratic alternative is truly a fami-
lies first tax plan, providing the great-
est degree of relief to middle-class fam-
ilies across this country regardless of
whether they are laborers or business
people or farmers. We have shown it is
possible to be progrowth, profairness
and profiscal responsibility at the same
time. Our bill provides help for work-
ing class families, provides good help
for those businesses and industries that
want to continue to grow in this rap-
idly growing economy in a competitive
way. We provide the greatest degree of
assistance to education of any tax bill
available in the Congress today. And
we do it all in the context of fiscal re-
sponsibility, our fourth goal.

Mr. President, I HOPE our colleagues
will take a good look at this plan. I am
excited about it. I believe in it. I think
a lot of people would like to see this
legislation passed over and above what
has been proposed by the Finance Com-
mittee in spite of the good work they
have done in many areas.
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I might add that the Secretary of the
Treasury has just sent a letter that is
very laudatory of the effort made by
our Democratic caucus, and I ask
unanimous consent at this time that a
letter dated June 26 sent to me by the
Secretary of the Treasury, Robert
Rubin, be printed in the RECORD.

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

DEPARTMENT OF THE TREASURY
Washington, DC, June 26, 1997.
Hon. ToM DASCHLE,
Minority Leader, U.S. Senate,
Washington, DC.

DEAR ToM: I want to commend you and the
other Senate Democrats for your tax pro-
posal.

Any tax-cut package must meet four basic
tests to reflect sound policy. First of all, the
tax cuts must be fiscally responsible by
avoiding an explosion in out year costs. Sec-
ond, the tax cuts must provide a fair balance
of benefits for working Americans. Third,
the tax cuts must encourage economic
growth. Fourth, the tax package must re-
flect the terms of the bipartisan budget
agreement including a significant expansion
of educational opportunities for Americans
of all ages. We believe that your overall
package meets each of these tests.

We are particularly pleased that your pro-
posal gives American families the help they
need to make investments in education and
life-long learning. The decision to include a
HOPE scholarship proposal mirrors our ini-
tiative to make education more affordable
and to make the 13th and 14th grades uni-
versal. You have improved our initial pro-
posal by allowing students who receive Pell
Grants and still pay tuition to receive the
HOPE scholarship. We fully endorse that
change. Although our tuition deduction
plans differ in some particulars, we are
pleased that your proposal incorporates the
full $10,000 tax benefit for tuition paid—re-
gardless of its source. Like our proposal,
your tuition plan will help families who are
not wealthy enough to pay for the entire
amount of tuition out of savings and are
therefore forced to borrow. It will also help
Americans undertake lifelong learning so
that they can take advantage of the opportu-
nities—and meet the challenges—of the new
economy.

We are pleased that your proposal includes
a child tax credit that can be offset against
payroll taxes, thereby helping millions of
working families raise their children. In con-
trast to the Senate Finance Committee bill,
this feature will help ensure that many low-
income families receive the full benefit of
the child credit.

At the same time, your proposal includes
several of the President’s priorities that
were part of the budget agreement—includ-
ing an expansion of Empowerment Zones and
Enterprise Communities, and the
Brownfields tax incentives. Your proposal
also addresses many of the President’s other
priorities—including a permanent extension
of the exclusion for employer-provided edu-
cational assistance.

In sum, your tax-cut plan is a welcome and
important proposal. While we continue to
analyze specific provisions, we support the
overall structure of the plan. We hope that
members of both parties will give it careful
consideration and will work with us to enact
a tax-cut package that meets our four tests.

Sincerely,
ROBERT E. RUBIN.

Mr. DASCHLE. I yield the floor.

Mr. ROTH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Delaware.
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Mr. ROTH. Mr. President, I yield my-
self such time as I may take.

The PRESIDING OFFICER. The Sen-
ator is recognized.

Mr. ROTH. Mr. President, I rise in
opposition to the substitute amend-
ment proposed by the distinguished mi-
nority leader. The proposal that passed
the Senate Finance Committee with
overwhelming bipartisan support is
simply a better package. The Tax-
payers Relief Act of 1997 is fair, it is bi-
partisan, and, most importantly, it
provides long overdue tax relief for
middle-income families.

It makes clear that the consensus
which is, indeed, developing on Capitol
Hill is that the days of big, intrusive,
overbearing Government are coming to
an end. I am, indeed, pleased by the
work and cooperation exhibited by the
members of our Finance Committee.
Our bill contains the best thinking and
the most workable policies from both
sides of the political aisle.

Mr. President, from the very begin-
ning, I asked for ideas from all mem-
bers of the Finance Committee, Repub-
lican and Democrat alike. We asked
that they put their ideas in writing,
and these were reviewed carefully and
many incorporated into the initial
draft. Again and again, we consulted
with each other, met informally and
discussed, and I can say I think the end
product, our bill, was, indeed, the best
thinking and most workable policies
from both sides of the political aisle,
and I might add, as well, from both
ends of Pennsylvania Avenue, because
we carefully reviewed and considered
the proposals of the White House as
well as those of the Congress.

It was put together constructively
with an eye to providing American
families the tax relief they need to en-
courage education, something that ev-
erybody wants for their children, and,
most importantly, creating economic
conditions that will promote jobs, op-
portunity, and growth for all the
American people. Finally, let me point
out the Finance Committee proposal
meets the guidelines of the budget
agreement.

The substitute amendment intro-
duced by the distinguished minority
leader today is not, in my humble opin-
ion, a reflection of the growing con-
sensus and bipartisan spirit that is re-
flected in the Finance Committee pro-
posal. And it contains several major
flaws which I would like to address. It
does not—and I emphasize the word
“not’—provide immediate tax relief
for middle-class American families. It
does not. Again, I emphasize the word
“not,” it does not effectively address
the need to promote and improve edu-
cational opportunities for American
youths. It does not promote meaning-
ful savings, investment, economic
growth.

The Chairman of the Federal Reserve
said that the most important need of
this country is to encourage savings,
savings on the part of the American
people. I regret that the substitute
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amendment was not drafted in such a
way that draws the best each party has
to offer in the debate over tax relief.

Let me address each of these con-
cerns a little more specifically. A
major distinction between the child
credit in the proposed Daschle amend-
ment and the Finance Committee bill
is the way the credit is phased out. The
minority leader’s amendment would
phase the child credit out over a fixed
dollar amount. The way he does this,
families earning over $70,000 would ac-
tually see an increase in their share of
the tax burden. While these families
under current law have a marginal tax
rate of 28 percent, Senator DASCHLE’S
amendment would increase their rate
up to 41 percent. That is a tax increase,
not tax relief.

Beyond this, the Senate Finance
Committee child credit gives a larger
credit sooner, whereas the minority
leader’s credit phases in over time.
Let’s ask the American families, which
one do they prefer?

Another major concern that I have
with the minority leader’s amendment
is that it makes the child tax credit re-
fundable. In other words, individuals
who pay no income tax will receive a
check from the Government. The Sen-
ate Finance Committee, in a bipartisan
effort, considered and rejected the idea
of making the credit refundable. Even
the credit included in the administra-
tion’s budget proposal was nonrefund-
able. Frankly, there are, indeed, very,
very serious compliance problems asso-
ciated with trying to administer a re-
fundable tax credit. This was shown
clearly by the administration in the
package of reform proposals they re-
leased earlier this year to address fraud
and error rates with respect to the
Earned Income Tax Credit program.
Frankly, it has been estimated that
the fraud and error in that program is
as high as 20 percent. It is obvious from
the performance of IRS in this area
that they are not equipped, at least at
this stage, to administer a refundable
program, at least another one, since
they are already having such difficul-
ties with the one already on the books.
Our tax system works much more ef-
fectively when we reduce the amount
of taxes people have to pay, rather
than when the Government tries to
give money back to Americans.

These are just a few of my concerns
with the Daschle amendment regarding
the child tax credit. There are other
major concerns with this alternative
proposal. For example, concerning edu-
cation, the minority leader’s alter-
native will result in tuition inflation,
the last thing parents need. The edu-
cation tax proposals contained in the
Finance Committee tax bill represent
the very best ideas from both ends of
Pennsylvania Avenue. In studying the
administration’s HOPE scholarship tax
credit, frankly the Finance Committee
was very concerned about tuition infla-
tion. In the past 15 years, college tui-
tion has increased 234 percent—234 per-
cent. For this reason, we carefully, and
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again in bipartisan cooperation, Repub-
licans and Democrats working to-
gether, crafted a proposal that will
help keep tuition costs down. The Fi-
nance Committee proposal provides a
50-percent tax credit for the first $3,000
of tuition expenses; 75 percent of the
first $2,000 of tuition expenses for stu-
dents attending a community college.
This will not encourage tuition infla-
tion.

I cannot emphasize too much the im-
portance of discouraging tuition infla-
tion. In the Finance Committee we had
a number of hearings where young peo-
ple came and testified about the prob-
lem they had in paying for college tui-
tion and expenses. One young lady, who
was the daughter of a single parent,
put herself through dental school with
the help of her mother, and ended her
college with a debt of something like
$90,000. There is something wrong when
our hard-working young students have
to end their college careers and start
their adult careers with that kind of
debt overhanging them. So I cannot
emphasize too much the importance of
discouraging tuition inflation.

In addition to the HOPE scholarship
tax credit and the education tax pro-
posals contained in the Finance Com-
mittee bill, our design is to help fami-
lies through all stages of education.
These proposals include a permanent
extension of employer-provided edu-
cation assistance for undergraduate
and graduate education. This is a pro-
posal that has long been endorsed,
sponsored jointly by my distinguished
colleague Senator MOYNIHAN and my-
self. Our proposals include a student
loan interest deduction as well as tax-
free savings for graduate and under-
graduate education. Our proposal also
provides penalty-free IRA withdrawals
for postsecondary and graduate edu-
cation, a deduction for teacher training
course work, a repeal of the tax exempt
bond cap for new construction projects,
and it helps in the construction of ele-
mentary and secondary school build-
ing.

As I have said, the educational pro-
posals in the Finance Committee bill
were crafted carefully. They had strong
support on both sides of the political
aisle as well as throughout the edu-
cation community. A letter I received
from the Association of American Uni-
versities and the National Association
of Independent Colleges and Univer-
sities demonstrates this strong sup-
port. In part, that letter reads:

The higher education related tax provi-
sions being considered by the Senate Finance
Committee will make higher education more
accessible for undergraduate and graduate
students.

Let me repeat that. The Association
of American Universities and the Na-
tional Association of Independent Col-
leges and Universities wrote the com-
mittee that our education-related tax
proposals ‘‘will make higher education
more accessible for undergraduate and
graduate students.” And it goes on to
say it will ‘““help ensure that the Na-
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tion has the highly educated, well
trained work force it will need for the
21st century.”

Speaking of the 21st century, an
analysis of the alternative plan intro-
duced by my distinguished colleague,
Senator DASCHLE, shows it does not
contain nearly the kind of policies that
are needed to keep America’s economy
strong. The incentives to save and in-
vest that are contained in the Finance
Committee bill are seriously weakened
if not abandoned in the Daschle alter-
native. In the area of capital gains, for
example, the Finance Committee tax
relief bill was a bipartisan measure
that passed by the overwhelming ma-
jority of 18 to 2. It received this broad
support because of its fairness and the
understanding by Members on both
sides of the aisle that America needs
capital for a bright and prosperous fu-
ture.

The capital gains proposal in the Fi-
nance Committee bill is fair. According
to recent IRS statistics, about 13.2 mil-
lion individual taxpayers reported cap-
ital gains in 1994. Over 11 million of
these taxpayers had gross incomes of
less than $100,000, and over 7 million
had incomes of less than $50,000. In
other words, 50 percent of individuals
with capital gains had incomes of less
than 50,000 and reducing the capital
gains tax to 20 percent will represent a
real and significant tax break for mil-
lions of middle-income taxpayers.

It will create capital formation for
jobs, opportunity and growth, most im-
portant objectives for the future. This,
after all, remains our objective. It re-
flects what the American people have
asked us to do. I am proud of the way
Members of the Senate have come to-
gether from the right and from the left
to give their best efforts to the Tax-
payer Relief Act of 1997. Let us not un-
dermine such a positive consensus with
an amendment that does not reflect
the bipartisan spirit we achieved with
the Finance Committee legislation.

Mr. President, the bottom line is
that the Daschle amendment does
not—does not spell relief. The incen-
tives to save and invest that are con-
tained in the Finance Committee bill
are seriously weakened, if not aban-
doned, in the Daschle alternative.

Let me say in conclusion, again, that
we urge the Senate to reject the
Daschle amendment and support the
Senate Finance Committee bill which
was endorsed by a vote of 18 to 2.

I yield the floor.

Several Senators
Chair.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

Mr. KERRY. Mr. President, I ask
unanimous consent that I be permitted
to yield 2 minutes to the Senator from
California without losing my right to
the floor, and then I will proceed on
our time.

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

Mr. KERRY. I yield 2 minutes to the
Senator from California.

addressed the
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Mrs. BOXER. That was going to be
my request. I ask for 3 minutes.

Mr. KERRY. I yield 3 minutes.

Mrs. BOXER. Mr. President, there is
something that the chairman said that
calls for a response. I am pleased to
stand here today endorsing the Demo-
cratic leader’s proposal. The way we
should cut taxes in this country should
be a fair way, it should be good for
children, it should be good for working
families, it should be good for small
business, and that is what this proposal
offers.

I say to my colleagues on both sides
of the aisle, in 1993, we had two ways to
approach the issue of economic recov-
ery: the Democratic way, which passed
by one vote, I might say, and the Re-
publican way, which failed. Here we
stand being able to cut taxes for the
American people because we were
right, because the kind of economic
policy we put into place in 1993 has
worked.

We have seen deficit reduction that
has surpassed our imagination. We are
down to $70 billion from a high of $290
billion when President Clinton took
over as President. We have seen 11 mil-
lion or 12 million new jobs created. We
have seen an economic recovery finally
hitting my State that is making this
day possible.

So I say to the American people, they
ought to look at the two plans. Again,
we have a Republican plan, and we
have a Democratic plan. Many of us
may wind up voting in the end for the
Republican plan. We will vote for
amendments to change it, and if they
are not adopted, we may well do that.
But I think the Democratic leader’s
plan is the fair way, and let me say
why.

Deloitte & Touche did an analysis of
the Republican plan in the Senate, and
in terms of hard, cold dollars—and they
are a very incredible accounting firm,
objective—they go through the taxes
that would be owed under the Repub-
lican plan by a married couple with
two children, one in college and one
under the age of 18. What they come up
with is that the household with an in-
come of $20,000 will get a $375 break.
The very highest break goes to peo-
ple—listen to this—earning over $1 mil-
lion a year. They would get $2,400 back.
That surpasses the people in the entire
middle class. They get more money if
they earn $1 million back than any
other part of this economic spectrum.

So in fairness, the Democratic plan
has got it. It changes that. It doesn’t
give the most to the most wealthy, to
those who earn over $1 million.

Second, children. My colleague talks
about how children are going to be
helped by the Republican plan, but in
the Democratic plan, we help all the
children.

Under this particular plan, only 50
percent of the children in California,
Mr. President, get help, because this
child care credit is not refundable off
your payroll taxes. What we have to
understand in this Senate is that peo-
ple pay more in income tax. They pay
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payroll taxes. We say you shouldn’t be
denied a child credit if you fall into
that category.

Mr. President, I want to help all the
children. I want to help small business
by gearing capital gains cuts to them.
That is what we do on our side.

Finally, I thank the chairman of the
committee for helping me with the
Computer Donations Act and the 401(k)
protection plan that he has agreed to
look at for us. I just want to say, it is
a good moment for us because the eco-
nomic recovery is so strong, we are in
a position to give something back to
the American people, and I am pleased
about that.

I yield to my colleague from Massa-
chusetts and thank him for his gen-
erosity.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized.

Mr. KERRY. Mr. President, I yield
myself such time as I may use.

Mr. President, as I listened to the
distinguished chairman of the com-
mittee talk about the virtues of this
bill, I kept hearing language trying to
describe the bill saying it is bipartisan,
it meets the demands of all the people,
it has followed the guidelines, somehow
suggesting that merely by saying these
things, it is true, that these are the
things that are in this bill. But when
you look behind each of those descrip-
tive adjectives, there is a different re-
ality.

First of all, with respect to the bipar-
tisanship, everybody understands that
the Republicans control the com-
mittee. The Republicans could have re-
ported out whatever they wanted to do,
and that the only way there would be
any capacity to improve it somewhat
from what people viewed as a very dra-
conian position was to become involved
and play along.

Everybody in the Senate and every
observer understands that just because
people vote for it to come out of the
committee and have played a role in
helping to bring it back from a preci-
pice doesn’t mean it is where it ought
to be, or that it represents the best
that we could achieve or the fairest
that we could achieve.

Indeed, a number of people who voted
to send it out of the committee will
vote for the Democratic alternative be-
cause it really represents much more of
what they would have liked to have
gotten but couldn’t get because of the
dynamics of how things work in a com-
mittee.

It isn’t enough to say that this is
good for all the people. The charts, the
statistics just contradict it. It is so ob-
vious that it almost defies imagina-
tion, and we really have to spend a lot
of time on it. The fact is that the bot-
tom 20 percent of Americans under the
House plan, the Archer plan, got 0.5
percent of the savings of the tax bill.
Under the Roth bill, originally they
come up with 0.4 percent, but under the
Democratic alternative, they did better
than either, with 5.1 percent, not an
enormous difference. The reason for
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the lack of the enormous difference is
that you have the earned income tax
credit and you don’t have earnings suf-
ficient on an income tax form to be
able to provide credit savings that go
to people at the lowest end because of
the way the tax structure works. We
understand that.

But when I hear the chairman say
that middle Americans do the best,
that is where the statistics tell a con-
trary story. No matter how many
times our colleagues on the other side
of the aisle try to say this is good for
middle America, this is for all Ameri-
cans. All Americans, just look at the
facts.

Under the Archer bill, it was 9.2 per-
cent that went to the next 20 percent of
income earners; the second to the low-
est 20 percent. Under the Roth bill, 2.3
percent. Under the Democratic alter-
native, it is 16.3 percent—16.3 percent
versus 2.3 percent. You can ask any
child in the fifth or sixth grade, or al-
most any grade, if they know the dif-
ference, whether 16.3 percent is more
than 2.3 percent. But under the Demo-
cratic alternative, the second 20 per-
cent of income earners in America will
get 16 percent versus the Roth 2.3 per-
cent. That is a very significant dif-
ference.

But then I move up in the income
scale to the third 20 percent of income
earners. Under the Archer bill, it was
9.2 percent. Under the Roth bill, it is 10
percent. But under the Democratic bill,
it is 25 percent—25 percent versus 10
percent. It is very clear on its face that
the average American income earner
does better under the Democratic al-
ternative than they will under the Re-
publican bill.

In the fourth 20 percent, and we are
moving up in income now, we are talk-
ing in the $50,000 to $75,000 range, that
is a considerable amount above the
mean earnings of most Americans.
That 20 percent in the Roth bill would
get 21 percent; in the Democratic bill
they would get 32.3 percent. What you
have here, Mr. President, is just a
stark difference, but here is the most
significant difference, and I ask Ameri-
cans to focus on this. It is a very sig-
nificant difference.

Under the Archer bill and under the
Roth bill, the highest 20 percent of in-
come earners in America, the people
earning more than $100,000, the million-
aires, the billionaires, they would get
67 percent—67.9 to be precise—under
the Archer bill, 65.5 under the Roth
bill—65.5 percent. But under the Demo-
cratic bill, they get only 20.8 percent.
So there is an enormous difference in
the distribution in what people will
get.

Mr. President, I know that our col-
leagues on the other side of the aisle
will say, well, that’s what happens
automatically, that people with the
money are going to get the capital
gains tax cut, they are going to put
their capital into investments, it is
automatic that if you have a specific
percentage of reduction, those people
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are going to get the lion’s share of the
break.

It is automatic if that is the break
you write into law, but there is nobody
here whose arm is being twisted or who
is being forced to write that into law.
We have the prerogative of deciding
how we are going to divide up the bene-
fits of this tax break.

I listen to my colleagues say that the
Democratic alternative is really ter-
rible when it comes to capital invest-
ment and savings because it isn’t as
generous in the capital gains tax cut.
Ask most Americans what they think
the economy in America is doing
today? Why has the stock market dou-
bled in the last few years? Why is the
stock market at a record high? Why
are so many businesses reporting prof-
its that are at record level? Why are so
many chief executive officers now
earning 223 times the earnings of the
average worker when 20 years ago it
was only about 256 times the earnings of
the average worker? Corporate Amer-
ica is doing very well today, very well,
and I am glad. I voted for a bill in 1993
that helped corporate America to do
pretty well today. And it has resulted
in 4% straight years of deficit reduc-
tion.

But you have to ask yourself, if cap-
ital gains tax difference between 28 and
20 percent is so great, why is America
doing so well today? It hasn’t stopped
some of the greatest mergers and ac-
quisitions in American history from
taking place. I don’t think any econo-
mist in the Nation believes fundamen-
tally—will we release some capital?
The answer is yes. I happen to be for a
capital gains tax cut, and I think it is
beneficial to release some capital. But
I think there are ways to do it that
spread the fairness and that respect a
sort of evenhandedness and a playing
field that is more fair than what we are
going to witness here.

Mr. President, the Finance Com-
mittee has given us a list of tax breaks,
the benefits of which flow chiefly to
the wealthiest Americans. Nearly 43
percent of all the benefits will go to
the wealthiest 10 percent of American
income earners. I want to say that
again. Forty-three percent of the Re-
publican proposal goes to 10 percent of
Americans, and under their proposal, 60
percent of the hard-working middle
class of America and the poorest of
Americans will share 12.7 percent.

So 60 percent of America is going to
be fighting for 12 percent of the tax
benefits, while 10 percent of America
gets 43 percent of the tax benefits. I
can’t believe that any American really
believes that that is fair distribution of
the benefits of this, Mr. President. I
think it sets a new standard of unfair-
ness. It is a transfer of wealth, a trans-
fer of wealth from hard-working middle
Americans, middle-income earners to
the wealthiest and to the people who
have done the best over the last few
years.

If you do not believe that these are
the people who have done the best in
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the last few years, just take a look at
the charts. Take a look at the statis-
tics which come from every single one
of our Government agencies and ana-
lysts in the private sector.

The bottom 20 percent of income
earners in America in 1975 were earning
$18,947, on average. In 1985, they were
earning $18,816. They lost income. And
in the year 1995, 20 years later, they
were earning $19,070, which was an in-
crease of about $110 or so over 20 years.

The next 20 percent of income earn-
ers went from a $30,701 average in 1975,
to $32,415 in 1985, to $32,895 in 1995. So
they had about a $380 gross increase, on
average, in 10 years; and they had a
$2,000 increase before that. When you
factor in inflation, it is a loss. They
lost income over those 20 years.

You know who did not lose income
over those 20 years? The people who are
being rewarded the most in this tax
bill. The only people in America who
grew in that period of time were the
top 20 percent of income earners. And
they grew more than 100 percent. Yet
people are finding a wonderful ration-
ale to come to the floor and suggest
that in 1997 there is a new standard of
fairness which is prepared to give to
those who got the most even more. It is
extraordinary.

Mr. President, we have the ability to
write a different distribution. It is up
to us. And in the Democratic alter-
native that Senator DASCHLE has pro-
posed, the poorest 60 percent of Ameri-
cans receive 46 percent of the tax cuts.
Some people could make an argument
that the poorest 60 percent ought to
earn 100 percent of the tax cut or
maybe 75 percent of the tax cut or 60
percent.

We have tried to respect the notion
that we do want to spread it out and we
do want to respect the notion of sav-
ings and growth and encourage a cap-
ital gains tax. So we settled on the no-
tion that those 60 percent—rather than
scrambling for 12.7 percent of the total
tax cut—would get 46 percent of those
tax cuts.

In the Finance Committee proposal,
people earning between $30,000 and
$85,000 get only 30 percent of the tax
cut, Mr. President. That is what I call
and most people look at as middle class
in America—3$30,000 to $85,000. And they
receive only 30 percent of the tax cut.
So when the chairman says, under our
bill we are spreading this evenly among
everybody, look at what the middle
class gets. The very people he said are
the best beneficiaries are getting only
30 percent of this, the vast majority
going to those who have done the best
in recent years.

By any measure, Mr. President, I
think the Democratic alternative is
sound economically, and I think it is
fair because it helps those who actually
need a tax break to raise a child or to
go to college or to start a business or
to generate one of those high-wage 21st
century, high-value-added jobs. And
this is one of the crucial differences be-
tween our parties and, I think, between
these two measures.
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For us, deficit reduction and the tax
cut is a policy. I think for the Repub-
licans it is an end in and of itself. For
us, it is a means to an end, not the ob-
jective to be achieved, but a means of
achieving the larger objective, which is
creating more jobs, making sure our
human resources are attended to;
whereas, for them, I think that just
getting that cut somehow has become a
goal and a target.

The problem is, that in doing so, our
friends on the other side of the aisle
are offering America a choice that I am
confident most Americans are not
aware of. This tax bill is backloaded
with a time bomb, because while in the
beginning it does not have all of the
negative impact of the massive tax cut
to the wealthy and shares some at the
front end so they can say, look how
you are going to do well at the first
part of this, at the back end you bal-
loon the amount of lost revenue, which
will have a very significant impact
under any circumstances, but obvi-
ously particularly if there were to be a
downturn in the current revenues or in
the economy.

So you have a tax cut that for the
first b years is $85 billion going back to
the American people. But the second 5
years, it is going to cost $250 billion.
And 10 years after that, when baby
boomers are retiring and when Medi-
care and Social Security are being
strained at a much greater degree than
they are now, you are going to have a
cost in this tax bill of $650 to $700 bil-
lion.

Our policy, on the other hand, in my
judgment, lays out the right set of pri-
orities, Mr. President. We have cut cap-
ital gains in the past at times in Amer-
ica’s history where the economy really
mandated it. But I find it hard to un-
derstand, given how well the stock
market is doing and how well invest-
ments are doing generically and how
extraordinarily competently the cor-
porate sector has moved to deal with
some of the competitive issues that we
faced during the 1980’s and the early
part of the 1990’s—I think they deserve
enormous credit for having done so—
but having done so, one has to ask the
question, what is there in today’s eco-
nomic indices that suggest sound eco-
nomic policy in having such a broad
loss of revenue for the capital gains
tax, which in itself is so broad that you
are making a choice not to give more
revenue back to the middle class?

I mean, that is the tradeoff here. If
you are going to give the full breadth
of the capital gains tax cut to the high-
er end, you have less money available
to give to the middle end. I think most
Americans would join me in asking a
very simple question. Why should
somebody be rewarded for the sale of
their Persian rugs or their art or their
yachts, which do not contribute signifi-
cantly to the kind of economic activity
that we are talking about? Certainly it
accrues capital to them, I understand,
and they will spend some of that cap-
ital and invest some of that capital,
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but what is the justification for ex-
panding the capital gains reduction
from a 28 percent tax only to a 20 per-
cent tax or lower in order to encourage
that kind of transaction?

So in the Democrat alternative, what
we have done is I think sensible. We
want to reward the risk-taker and the
entrepreneur who creates new jobs and
who put their money on the line in an
entrepreneurial effort to try to broaden
the tax base of this country. I think
that ought to be rewarded.

I think I am the only U.S. Senator
who introduced a zero capital gains
tax, which I would like to see for new
investments in 1 of the 25 or so critical
technologies which are the areas where
we will fastest create the most high-
value-added jobs that will raise the in-
come of our workers and indeed raise
the standard of living of our Nation.
And just like Japan or other countries
that did not have any capital gains tax,
I think it would behoove us to take
some of this money from the rugs and
the collectibles and the other assets
people will get a windfall from and pro-
vide a zero capital gains tax in the long
run on investments up to $100 million
in a new issue of stock, help for 5 years
in one of those kinds of companies.

In our bill we do not go to zero. But
we do have a 50-percent exclusion on
the capital gains tax for that kind of
qualified investment up to $100 million,
the stock held for 5 years. In doing so,
Mr. President, I am confident that we
will do what is really necessary, which
is provide venture capital with the
kind of incentive to move to the kinds
of ventures that will truly create jobs
and kick the economy. And in doing so,
it allows us to provide more money to
the middle class to help them send a
kid to college, help them be able to pay
for child care, help them be able to do
some of the fundamentals that we
think are so important in terms of
spending time with family or raising a
family, and indeed puts much more
money into the pockets of the people
we truly consider to be middle Amer-
ica.

Mr. President, the Finance Com-
mittee has also tried to suggest that
its child care provision is better than
the child care provision that is put for-
ward in the Democrat alternative. And
I would like to just assert that again
the facts do not bear that out.

The Democrat alternative does more
for more people than the Finance Com-
mittee proposal. It does more for pre-
cisely those families who need the help
the most, and those are young families
with young children where this will
provide them the opportunity to do
much better for the future of the coun-
try.

The reason is, Mr. President, because
I heard the chairman talking about
how their tax credit, the tax credit in
the Finance Committee proposal, goes
to families earning up to $150,000 of in-
come, and, therefore, it reaches more
people. But the truth is, when you look
underneath the figures, it does not
reach more people.
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The reason it does not reach more
people is that most Americans today
who are with young families who need
help pay most of their income through
the payroll tax. Their money is taken
out of their paycheck at work. And it
goes to the Social Security system and
they are, therefore, mostly not able to
take advantage of the tax credit be-
cause too many families in America do
not have enough income that is taxable
to wind up getting the credit, and the
payroll tax winds up penalizing them
even more.

The vast majority of families in
America pay most of their tax in the
payroll tax. And what the Finance
Committee does not do is provide an
offset against the payroll tax, the re-
sult of which is that very little of the
credit is available to a family earning
$30,000 or less under their credit.

Whereas, under the Democrat pro-
posal, the credit would be available be-
cause of the offset against the payroll
tax, it would go right down to families
earning $15,000. And that encompasses
many more families who are in need of
the child tax credit.

So there is a very simple truth here,
that they give the credit all the way up
to $150,000; our credit fades out between
$70,000 and $85,000. The result of that is
we are able to give more credit to the
people who are most in need.

So, Mr. President, I believe that a
dispassionate analysis, a fair analysis
of these two proposals is very clear
about who benefits and who does not.

I want to emphasize that many of us
on the Democrat side support a capital
gains tax reduction. I am one of them.
Some do not; some do. But I am con-
vinced that you can target that capital
gains reduction when you have a lim-
ited amount of resources to deal with,
as we do, and we are forced to make
the hard choices we are making so that
you spread out the benefits in a fairer
way. And that is precisely—precisely—
what the Democrat alternative does.

I wish in many ways we could have
gotten to this point in a different way.
We might have, had we not been forced
into the strictures of this deal where
the deal became almost more impor-
tant than some of the policies that
were contained within it. By definition,
the deal being a compromise, it is a bit
of this and a bit of that. In the end, re-
grettably, Mr. President, I think it has
come out with a disproportionate, im-
balanced allocation or shift of re-
sources in America.

Most Americans, when they are given
a chance, if they were to be or could
really take note of the differences be-
tween these proposals, would obviously
applaud the education benefits that the
chairman talked about—of course they
would—but the Democrats would sup-
port those benefits, also. That is not at
issue here. What is at issue here is the
difference between how you get money
to the families that really need it
versus how much you ought to provide
in incentive for increased savings or in-
vestment out of the proposals that are
in both measures.
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I think on balance, the proposal of
the Democratic leader, Senator
DASCHLE, is both fairer and steeped in
greater economic sense, and in the end
I believe most Americans will come to
that judgment.

Mr. President, how much time re-
mains for the Democrat side?

The PRESIDING OFFICER. Seventy-
one minutes.

Mr. KERRY. I reserve the remainder
of my time.

Mr. GORTON addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Washington.

Mr. GORTON. Mr. President, I have
been delegated to manage our time by
the distinguished Senator from Dela-
ware, and as such, I yield myself 10
minutes.

The PRESIDING OFFICER. The Sen-
ator from Washington is recognized for
up to 10 minutes.

Mr. GORTON. Mr. President, meet
Bill and Vivian Loomis from Lind, WA.
The Loomises farm, in eastern Wash-
ington, wheat and potatoes. The
Loomises, under the present tax law,
have been dunned by the Bureau of In-
ternal Revenue to pay an alternative
minimum tax on income they have not
even received. That is to say, they are
supposed to pay, this year, taxes that
will not accrue until next year because
the income will not come in until next
year.

Now, they have had to spend $20,000
of their hard-earned money in fighting
the Bureau of Internal Revenue, the
IRS, on that subject. We have, in a bi-
partisan manner, gotten the IRS to lay
off of many other farmers who are in
the same position.

This bill, this Republican bill, this
bill reported almost unanimously by
the Senate Finance Committee, takes
care of that situation. It rights that
wrong. It says to Bill and Vivian
Loomis, ‘“You don’t have to pay taxes
until you’ve received your income.”
Simple justice, Mr. President.

But what else does the Republican
proposal before the Senate do for peo-
ple like Bill and Vivian Loomis who
have worked hard all their lives as
farmers in eastern Washington? Mr.
President, it says to them, when they
pass away, their farm will not be taken
away by the Internal Revenue Service
with a punitive and overwhelming
death tax. It gives them a bit of a
break in their ability to pass that on to
their children and grandchildren.

Now, Mr. President, Bill and Vivian
Loomis have 7 children and 11 grand-
children. Their children are too old to
give them the tax credit that is in-
cluded in the Republican proposal. But
their sons and daughters who are rais-
ing kids, who are struggling on limited
incomes that they are earning and pay-
ing taxes on will get a $500 break for
each of those 11 grandchildren of the
Loomises’ who are under the age of 17
yvears old. Real people, real benefits.
And when those grandchildren are
ready to go to college or university,
there will be tax credits to help pay for
that tuition.
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Mr. President, we are talking here,
today, about real people who work
hard, who earn an income, and who pay
taxes on that income. Our Taxpayer
Relief Act is to provide relief for those
taxpayers. It is not designed to add to
the welfare system. It is designed to
provide relief for real taxpayers. It is
designed to say that the Loomises,
should they decide to sell their farm,
will not pay an overwhelming and pu-
nitive capital gains tax; that if they
have managed to save and invest in
some stocks, they can sell them to go
into a better investment without an
overwhelming and punitive capital
gains tax.

Mr. President, the best single line I
can give is, 75-75—T75 percent of the
benefits of this Taxpayers Relief Act go
to families with incomes of $75,000 and
less per year, who are actually paying
taxes today. That is what this is all
about.

We really hear a great deal from the
other side, a side that really was not at
all happy about reducing taxes on
hard-working Americans at all. I am
delighted they have an alternative that
at least provides some tax relief. But
until we came along we heard about
nothing other than tax hikes, not tax
reductions.

My constituents, Mr. President, in
the State of Washington, pay the fifth
highest income taxes per person in the
United States of America—almost
$7,000 a year. They will get almost 2
billion dollars’ worth of real tax relief,
to real taxpayers, out of this bill. The
benefits of our bill as against the other
that attempts to target everything,
that attempts to adjust society again
through the Tax Code, our tax relief
will go to real people, real people, like
Bill and Vivian Loomis, who have
worked hard all their lives, who have
put something away, who want to help
their children and grandchildren, who
want to help build their country and
who want to pass something of what
they have done on to their children.

It is much the superior proposal. It
does not depend on gimmicks, like say-
ing that the rental value of the house
they own and live in is part of your in-
come—as if you could live on the street
and rent your house out. It is based on
providing real tax relief to real work-
ing people who are overtaxed in the
United States today, who have worked
hard and deserve to keep what they
have earned, like Bill and Vivian

Loomis.

The PRESIDING OFFICER (Mr.
ENZzI). The Senator from Illinois.

Ms. MOSELEY-BRAUN. Mr. Presi-

dent, I yield myself 3 or 4 minutes. I
want to make a general statement
about the tax bill.

I serve as a member of the Senate Fi-
nance Committee and was part of the
deliberations. Last night, I commended
the chairman of that committee as
well as our ranking member for the ef-
forts they made to try to craft a tax
bill that addressed the concern that all
of us had in achieving fiscal responsi-
bility and in achieving fairness.
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In the first instance, the bill as a
whole does achieve fiscal responsibility
because it is a balanced budget bill.
That is a good thing. The deficit under
President Carter years ago was $73 bil-
lion. Under President Reagan, it
ballooned to $221 billion. It reached
$290 billion under President Bush.
When President Clinton took office, he
inherited a $290 billion deficit. Our na-
tional debt at the time was $4.4 tril-
lion.

Now, since that time, President Clin-
ton’s bill in 1993 to give us a budget
agreement that would head us toward
budget balance has proved to be suc-
cessful, and it proved to be the right
thing to do. That bill, at the time, was
very controversial, but the fact is that
it has worked and we are now in our
fifth year of deficit reduction. The def-
icit now is at the lowest level that it
has been since President Carter. I
think that is something we all can cel-
ebrate and applaud. This bill continues
in that direction.

The reason why having a balanced
budget is important is not just that it
is a matter of a sound bite. Quite
frankly, some of the economists tell us
it is not the most critical thing, that
you can function in terms of the budg-
et overall without it being in balance.
However, for me, and I am a strong
supporter of achieving a balanced budg-
et, to me, the issue is one of fairness, of
generational fairness, of making cer-
tain that our decisions in our time do
not foreclose the decisions that the
next generation, these young people
sitting here, that they will be able to
make for their time, when they move
into leadership and have the opportuni-
ties to make decisions. So as not to
pass on our old bills, so as not to fore-
close their opportunities, it is an im-
portant thing to achieve a balanced
budget. This bill does that.

However, as was pointed out by
speaker after speaker, the way the bill
is structured, the budget deficit does
explode in the outyears, and that
means that while it looks on the sur-
face that we will have a balanced budg-
et, at the same time we are setting
ourselves up for a huge fall by allowing
it to explode beyond the 5- to T-year
window. That is not a good idea. It
seems to me if we are going to be really
fiscally responsible, we have an obliga-
tion to balance the budget and then to
keep it balanced.

So this Democratic alternative cures
that defect. It cures that defect by
achieving fiscal responsibility by see-
ing to it that we do not balloon the def-
icit in the outyears.

The other thing about this alter-
native is it is also fair. There are those
of us who believe this is not a time to
cut taxes, that we would be better off
achieving complete balance before we
got into tax cutting. And we could
have cut the deficit quicker had we not
cut taxes at this time. It is not a mat-
ter of being against tax cuts, just a
matter of timing, whether or not it
makes sense to go and give up your
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second job, if you will, while you are
still trying to pay off your old bills.
That is the equivalent, if it were a fam-
ily making a decision, we are making a
decision to give up the second job, al-
though we still have old bills.

There is consensus around the tax
cuts that are in this bill. Capital
gains—I do not think too many would
argue that capital tax cuts are a bad
idea. The estate tax cuts—again, my
colleague across the aisle a minute ago
talked about the importance to family
farmers. I come from a State that is
largely agricultural, and I know how
important having the estate tax reform
that is in this bill is to people who own
farms. The help for people who have
children is another good thing and will
help struggling families—and the sup-
port for education in this bill.

All of these things are good news,
and that is why this alternative, I
think, should be supported by both
sides of the aisle, because this alter-
native says we are going to take the
principles of fairness and make certain
there is balance in terms of the whole
American family, in terms of who gets
what from the tax cuts. Right now the
tax cuts are heavily stacked in favor of
the wealthiest Americans. People who
need help the most—the working peo-
ple, the middle class—get less from this
tax cut and less from this agreement
than do those who are clipping cou-
pons. This is not to set up a class con-
flict, because, if anything, if you
learned anything in these times, it
should be that as Americans we are all
in this together and it cannot be rich
versus poor. If anything, we all have to
come together and make certain that
we allow our economy to grow and to
build and to tap the talents of every-
body. But that, I think, begs the ques-
tion of whether or not we are being fair
in giving working families their due
with regard to this tax bill. It does not
reach that.

Last evening, I spoke about the fact
that such a vast majority of the bene-
fits of this tax cut that go to the
wealthy as opposed to the middle class
or the working poor, that we can
change that. Well, the Democrat alter-
native does change it. The Democrat
alternative suggests that we do more
for people who are struggling, that we
do more for people who spend more of
their payroll, more on payroll taxes
than on income taxes, that we help
those families that are just trying to
get by and to make it. We help them a
little more. That is what the Demo-
cratic tax alternative does.

As a member of the Senate Finance
Committee, again, part of the process
here is the compromise. We worked to-
gether, and I voted along with many of
my colleagues for the Senate Finance
bill, and I will vote for it on final pas-
sage. I urge my colleagues to take a
good look on both sides, take a good
look at this alternative, and see in
your own minds whether or not it does
not strike you as being fiscally respon-
sible, which we all want to do, but
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being more fair. You consider the num-
ber of people in this country and the
interests and the wide range of income;
we do not want to do anything at this
time that will exacerbate that income
gap that we all know is widening. If
anything, what we want to do is try to
keep the country on an even keel with
regard to policies that we come out
with here.

For that reason, again, I support this
Democratic alternative. I will support
the bill on final passage. I hope this
amendment is part of it.

I thank the Chair, and I yield the
floor.

Mr. ABRAHAM. Mr. President, on be-
half of the majority, I yield myself
such time as I may need to speak to
the bill and, really, as well, to this
amendment. I think the bill that the
Finance Committee has brought us
today is a very good bill. I look forward
to supporting it against some of the
amendments that would seek to under-
cut the basic thrust and to see it to
final passage.

Obviously, this bill doesn’t reflect
what any single Member of the Senate
would have drafted had they total con-
trol over the legislation and the agenda
here. It reflects, as so many speakers
have indicated, a strong bipartisan ef-
fort—something we have talked a lot
about in this Chamber over the years,
but do not always deliver—a strong bi-
partisan effort to find common ground
behind a sensible strategy for providing
tax relief for the working families of
our country who pay taxes, a chance
for those families to keep more of what
they earn. So, to that end, I am here to
speak on behalf of the legislation.

Mr. President, tax cuts are long over-
due. In 1992, President Clinton, while
running for election, promised a tax
cut. Unfortunately, in 1993, that tax
cut was replaced by the largest tax
hike in American history. Today, we
stand 16 years away from the last tax
cut for the working families of our
country. Four tax increases have tran-
spired since Americans last received
tax relief.

Today, Federal taxes are consuming
21 percent of our Nation’s gross domes-
tic product, or our country’s national
income. Mr. President, that is more
than at any time in the past 200 years.
Let me put that in perspective because
I think the argument that we have
heard here for so long is that Ameri-
cans don’t need a tax cut. Well, Mr.
President, they do. Not during World
War II, not during the Vietnam war,
not during the Depression or during
any time in the last 200 years of our
country’s history have taxes consumed
such a high percentage of the American
income. And for that reason, this legis-
lation must pass, must be signed into
law, and must provide relief for the
American people. Today, in our coun-
try, taken together, Federal, State,
and local taxes cost the typical Amer-
ican family more—more, Mr. Presi-
dent—than food, clothing, and shelter
combined. Food, clothing, and shelter



S6410

typically cost approximately 28 per-
cent of a families income; taxes take
up to 38 percent. To me, that is simply
too much.

After several tries and one veto from
President Clinton, Congress is working
this week to give hard-working Amer-
ican families fair and overdue tax re-
lief. T would like to speak about some
of the provisions in this legislation,
Mr. President, that I think are espe-
cially noteworthy, which will help tax-
payers through all stages of their lives.
Children will benefit from a $500-per-
child tax credit that will increase their
family’s ability to care for them and
plan for their futures. Teens and young
adults will be helped by sensible, tar-
geted education tax breaks that will
help finance their schooling. Those who
have finished their educations will ben-
efit from progrowth tax cuts, including
the capital gains tax cut, that will
stimulate economic expansion and pro-
vide more good jobs at good wages.
Americans working to start small busi-
nesses also will benefit from the flood
of new venture capital that will result
from cutting capital gains taxes. Those
looking toward retirement will benefit
from expanded individual retirement
accounts, TRA coverage, including the
new full spousal IRA, and from the cap-
ital gains tax cut. More than 40 percent
of American families own stocks di-
rectly or indirectly, Mr. President.
American seniors currently constitute
12 percent of the population and realize
30 percent of America’s capital gains.

Americans considering their legacy
to their children—especially small
family business owners and farmers—
will benefit from a substantial cut in
the effective death tax. All Americans
will benefit from a cleaner environ-
ment, thanks to this bill. Urban fami-
lies, in particular, too often must live
near contaminated sites because the
owners of those properties have aban-
doned them and no one else can afford
to clean them up.

That is why I worked with a number
of other Members of this Chamber to
include in this bill a provision allowing
those who clean up these environ-
mentally contaminated brownfield
sites to expense their cleanup costs on
an accelerated basis. This will not only
encourage business to clean up and put
to productive use areas that now con-
taminate our cities, but it will also
create unlimited numbers of potential
job opportunities for people who,
today, are searching for a chance to get
on the economic ladder.

I want to focus on that for another
minute, Mr. President, because I be-
lieve this part of the legislation, which
hasn’t received as much attention as
some of the other sections, really is
very pivotal to the future of this coun-
try. We can address environmental
problems and we can address the prob-
lems that we see in too many economi-
cally distressed areas, in terms of try-
ing to generate opportunities, because
of those brownfields provisions that
have been included in this legislation.
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Mr. President, this tax bill that we
offer today, this tax relief plan, is fair.
As the Senator from Washington indi-
cated just a few moments ago, 75 per-
cent of the tax relief provided in this
plan goes to those families who make
$75,000 of income or less. Now, obvi-
ously, a lot of people can use statistics
to make their argument, and we do on
the Senate floor. But one thing that is
irrefutable, Mr. President, is that if
you are making $75,000 or less, you are
going to receive 75 percent of the tax
cuts in this legislation. Now, obvi-
ously, there are ways people can argue
to get around it, and I will comment on
some of those, perhaps, in a minute
here. But unless people want to now
call those in the $75,000 income cat-
egory the richest Americans and the
wealthy Americans, then, Mr. Presi-
dent, this tax bill clearly is one aimed
at providing fairness to working mid-
dle-class families.

Let me talk about what this means
to my State of Michigan for just a mo-
ment. Under our tax proposal, the fam-
ily tax relief provisions will provide
over $3 billion of tax relief for working
families in my State, thanks to the
$5600-per-child tax credit. That means
that literally hundreds of thousands of
Michigan children, over the next 5
years, are going to be receiving a $500
tax credit on an annual basis, Mr.
President. That means more dollars
available for young families to help
feed and clothe and advance their chil-
dren’s learning. In addition, families in
my State will be receiving $1.3 billion
over the next 5 years from this tax re-
lief plan in order to help finance col-
lege education.

Mr. President, the average American
family should not have to go bankrupt,
nor should a college graduate have to
be in debt for decades just to be able to
have a degree of higher learning. Yet,
that is too often the choice confronting
American families these days.

Mr. President, our bill, in my State
alone, will provide over a billion dol-
lars of support to those working fami-
lies. In addition, we have incentives for
the creation of new jobs and opportuni-
ties—approximately $69 million in cap-
ital gains tax relief, approximately $124
million in terms of IRA expansions for
the families in my State, a substantial
increase in order to stimulate the
kinds of job opportunities that we want
for our citizens.

Michigan is a State with a lot of
small businesses, and a lot of family
owned farms, Mr. President. Every
time I travel back in the State and
talk to those in the small business or
the farming community, I am told time
after time, ‘““You have to do something
to make it possible for us to keep the
family business and the family farm in
the family,” because when the family
that is running the business or the
farm—when the last member of that
family passes away, the death taxes are
so much, they have to sell the prop-
erty, or they have to sell the business
in order to pay the taxes, and their
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children will not be able to inherit
their rightful claim. This legislation
addresses that very effectively, as well.

So for my State, Mr. President, it
means a great deal. There are a variety
of additional tax incentives for Michi-
gan. When they are all added up, it re-
sults in over $3 billion in tax relief over
the next 5 years for the folks that I
represent, the folks in my State, who
are paying the bills, playing by the
rules, and sending their tax dollars to
Washington. It is a bipartisan piece of
legislation.

I was extraordinarily impressed by
the fact that the Finance Committee
was able to come together and pass
this legislation on an 18-to-2 vote. That
indicates the extent to which our tax
cut plan makes sense.

So for all of those reasons, Mr. Presi-
dent, I am proud to come here today in
support of this legislation. I want to
just comment on one or two of the
points made in opposition during re-
cent speeches that have taken place
here. The first is the argument that,
somehow, 70 percent of the benefits go
to the upper income groups in this
country. Well, as the Senator from
Washington already indicated, that
only works if you impute income to the
families of this country for everything
from fringe benefits to unrealized cap-
ital gains to even the imputed rent on
a home that you own. As the Senator
from Washington said, that is fine if
you are going to live on the street.
Then you can take credit for those im-
puted rental dollars. If you are staying
in the house, you can’t. To use that
kind of calculation to try to make this
tax bill seem less fair, to me, Mr.
President, is going way beyond the
limit. T mean, the fact is, if we are
going to start thinking about these
sorts of things as income, it will only
be a matter of time before somebody
stands up in the Senate and wants to
tax that income. Pretty soon, we will
be asking people to pay taxes on the
imputed rent of the house they own.
That is a precedent we don’t want to
start here. The fact is, if you can’t
spend it, you can’t be treated as having
earned it.

Mr. President, the bottom line is
that that argument does not hold
water; nor does the argument that sug-
gests that we should not pass this tax
bill because the median income of
working families has not changed dur-
ing the last 20 years. The facts are, Mr.
President, that it has not been stag-
nant. The average income of families
in this country have changed dramati-
cally over the last 20 years. Unfortu-
nately, they have gone down; then they
went up, and now they have been com-
ing back down again. The interesting
correlation between those changes, Mr.
President, is what we have done in
Washington. In the late 1970’s, the av-
erage median income went down, when
we had high tax policies coming out of
Washington. Following the 1981 tax
cuts that gave working American fami-
lies a chance to keep more of what
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they earned, median incomes went up
and stayed up, and they kept going up
for about 8 years. And then we started
the tax policies again, first in 1990,
then 1993 and, yes, those incomes have
come down. If anything, that argues
for cutting taxes, as we are attempting
to do today.

For all of these reasons, Mr. Presi-
dent, I think the bill brought by the
Senate Finance Committee deserves
our support. I look forward to working
with members of that committee as we
finish our work here today. I com-
pliment them on both sides of the aisle
for a job well done. This is not an easy
task. I especially thank Chairman
ROTH for his leadership. I think it is a
great package, and I look forward to
supporting it.

I yield the floor.

Mr. CONRAD addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from North Dakota is recognized.

Who yields time?

Mr. CONRAD. I yield myself such
time as I might consume.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. Mr. President, I rise as
a member of the Finance Committee
who voted to send this bill to the floor,
and to speak about its merits and de-
merits and about the alternative that
is being offered by the Democratic
leader.

Mr. President, I voted to send this
bill to the floor because I thought that
we should have a chance to improve it
here on the floor of the U.S. Senate. As
I indicated in the committee, I don’t
believe the distribution of the benefits
in the bill that was done in the Finance
Committee is fair. I find it very dif-
ficult to justify the distribution of the
benefits in the bill that has come out
of the committee. Hopefully, we will
improve it here on the floor of the Sen-
ate. This is our first chance to improve
it, with the comprehensive alternative
being offered by the Democratic leader.

I have just heard several on the other
side say that, under this bill, 75 percent
of the benefits go to those earning
under $75,000. That is just not the case.
They have entirely left out payroll
taxes in the calculation. Seventy-three
percent of the American people pay
more in payroll taxes than they pay in
income taxes. But they only want to
construct the distribution table that
deals with income taxes. They don’t
want to talk about payroll taxes, de-
spite the fact that 73 percent of the
American people pay more in payroll
taxes than they pay in income taxes.
What kind of a comparison is that?

Second, they are only dealing with
the first 5 years of the major compo-
nents of this bill that favor the
wealthiest among us. This bill is back-
end loaded with respect to the benefits
from those provisions.

So what they are doing is comparing
only a part of the package and they are
leaving out the part of the package
that has the disproportionate share of
the benefits going to the wealthiest
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among us. Mr. President, this is not a
package just for the next 5 years. This
is a package that creates permanent
law.

If we are going to be honest with the
American people about the distribution
of the benefits, we can’t just look at
the first 5 years. Mr. President, I think
we have to review a bit of history as to
why we are here today.

How is it that we can be talking
about tax reductions after we have
been through a period of deficits that
are out of control?

Mr. President, I believe we are here
because Democrats made some very
tough choices in 1993. As a result, as
you can see from this chart, the unified
budget deficit has fallen dramatically
from $290 billion in 1992 to $67 billion
this year.

I might add that this is a projection
of the deficit this year. But that is the
best evidence that we have of what the
deficit will be this year. So let’s re-
mind ourselves how we got here. We
got here because Democrats passed an
economic plan that has led to a dra-
matic reduction in our deficit.

This, again, is the unified budget def-
icit. That counts all income and all
outgo.

Let me just go to the next chart to
show people a little different way of
looking at it.

The line I just showed is the same as
this blue line on the chart that I titled
“the real budget deficit’” that shows
that there is really more deficit reduc-
tion that is needed for true balance.
The point is when you talk about the
unified budget deficit, the blue line—
you can see it has come down just dra-
matically. But you see this red line
right above it. That represents the true
budget deficit because that counts the
Social Security surpluses that are
being used to mask the real size of the
deficit.

One can see that, although this is
called a balanced budget plan—and, in
fact, on the unified deficit you get to a
balance in 2002—if you look at the So-
cial Security surpluses, what you find
is that in the year 2002 you have a $109
billion budget deficit. In fact, all of the
documents disclose that there is a $109
billion budget deficit in the year 2002.

I say this to try to be objective about
what is happening here. There is no
question we have made dramatic
progress on reducing the unified budget
deficit. It is also, I think, undeniable
that more needs to be done. That has
to be thought of as we evaluate this en-
tire budget package.

Mr. President, because the Demo-
crats did vote for a dramatic economic
plan in 1993, we did get the deficit
going down on either measure. Whether
we are looking at the so-called unified
deficit, or whether we are counting So-
cial Security surpluses, on either count
the deficits have gone down dramati-
cally. That has kicked off one of the
strongest economic recoveries in our
history with 12 million new jobs since
1993—a peacetime record. We have seen

S6411

the unemployment rate go down to the
lowest level since 1973—a dramatic im-
provement in unemployment. The in-
flation rate is under 3 percent since
1993. You can see dramatic improve-
ments in the inflation rate of this
country as a result of the economic
plan that was put in place in 1993.

Not only do we see dramatic im-
provement on new jobs and dramatic
improvement on unemployment, the
inflation level at its lowest level in 31
years, but we also see real business
fixed investment growing at a 9-per-
cent annual rate for the last 4 years. In
fact, it is by far the best rate of real
business fixed investment in about 20
years.

Mr. President, the fact is that the
economic plan passed in 1993 has
worked and has worked extraordinarily
well. If we look at the 10-year period
from 1992 to 2002, the savings from the
1993 deficit reduction plan will total in
that 10-year period $2 trillion.

The budget plan we have before us
now in that same time period—because
it is only effective the last 5 years and
it is a much smaller package—will con-
tribute $200 billion to deficit reduction,
about one-tenth as much as was pro-
vided by the savings from the 1993 def-
icit reduction plan.

Mr. President, the fact is this eco-
nomic plan works and has worked ex-
traordinarily well. It is the reason that
today we are able to consider tax re-
ductions.

Mr. President, when we consider tax
reductions, it seems to me that we
ought to apply four tests:

First of all, does the tax reduction
fairly distribute the benefits?

Second, does the plan keep the def-
icit under control for the long run, or
do we blow a hole in the deficit after
making all of the progress that we
have made since 19937

Third, it seems to me the test should
be, do the tax reductions promote edu-
cational opportunities?

Fourth, will the tax cuts benefit the
economy and promote higher economic
growth?

Again, I go back to the 1993 plan. The
fact that deficits were really reduced
by either measure has meant lower in-
terest rates, has meant stronger in-
vestment, has meant greater economic
growth, and has meant an incredible
resurgence in the U.S. economy. In
fact, today the United States is rated
the most competitive economy in the
world.

Mr. President, when we look at the
plans before us with respect to how to
cut taxes, we can start to evaluate how
they rate on the four tests that I have
applied.

The first test: The fairness of the dis-
tribution of the benefit. Mr. President,
I direct your attention to this chart,
the Democratic alternative versus the
plan out of committee. For the top 1
percent, the yellow shows the plan out
of the Finance Committee, the red
shows the Democratic alternative.
Under the plan out of the Finance
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Committee, the top 1 percent get 13
percent of the benefits. Interestingly
enough, under that plan, the bottom 60
percent get about 13 percent of the ben-
efits. It does not strike me as a fair dis-
tribution of the benefits.

The alternative before us, the Demo-
cratic plan, shows a much more fair
distribution of the benefits. The Demo-
cratic plan has the top 1 percent of the
income earners in the country getting
1.4 percent of the benefits. The bottom
60 percent get 46 percent of the bene-
fits.

Again, I would say it is a far more
fair distribution of the benefits of the
tax plan than under the committee al-
ternative.

This is a little different way of look-
ing at it. This looks at the American
economy in terms of the top 20 percent
of the income earners in our country
and the benefits that they get. This is
the plan out of committee, the yellow
bar. The red bar is the Democratic al-
ternative. You can see under the plan
out of committee that the top 20 per-
cent of the income earners in our coun-
try get 65 percent of the benefits.
Under the Democratic alternative,
they get about 21 percent of the bene-
fits.

In the next quintile, the committee
alternative gives them 32 percent of
the benefits, the Democratic plan gives
them 21 percent.

Again, Mr. President, I think it is
clear that the Democratic plan pro-
vides a more fair distribution of the
benefits when we start cutting taxes.

One of the key reasons for the dif-
ferences between the distribution of
the plan is because the Democratic al-
ternative makes the child care credit
effective against payroll taxes. The
reason for that, as I indicated in my
opening, is 73 percent of the American
people pay more in payroll taxes than
they pay in income taxes. In fact, pay-
roll taxes have been going up dramati-
cally since 1950. This chart shows from
1950 to 1996. Here is what has happened
to individual income taxes in terms of
a percentage of tax receipts. Here is
what has happened to payroll taxes. In-
dividual income taxes have stayed
about flat in terms of their percentage
of our tax receipts. Payroll taxes have
jumped dramatically.

Mr. President, this chart shows who
is paying the tax bill and how the dis-
tribution has changed over the years.
This shows from 1960 to 1996. Individual
income taxes, you can see, 44 percent.
Now they are at 45 percent. Payroll
taxes were providing 16 percent of the
revenue base in the country in 1960.
Now they have gone up to 35 percent—
35 percent of the tax receipts in the
country are coming from payroll taxes;
regressive payroll taxes.

Corporate income taxes: Their share
has changed dramatically as well. In
1960, they provided 23 percent of our re-
ceipts. They are now down to 12 per-
cent. And excise taxes have gone from
17 percent in 1960 down to 8 percent.

Mr. President, this I believe is one of
the real flaws in the bill before us. Be-
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cause the child care credit does not
credit against payroll taxes, even
though 73 percent of the people in this
country pay more in payroll taxes, peo-
ple at the lower end of the income scale
don’t get the benefit of the so-called
child tax credit. In fact, this chart
shows in the lowest 20 percent of in-
come earners in this country, 99.5 per-
cent of them are ineligible for the child
tax credit under the committee pro-
posal. Nearly 100 percent of the lowest
20 percent of the income earners in our
country aren’t eligible.

In the next 20 percent, nearly 90 per-
cent of them are ineligible for the cred-
it.

Mr. President, how is that fair? How
is it fair that we have a tax credit for
children but 40 percent of the people in
America don’t get the benefit of it be-
cause it is not refundable?

I would remind my Republican col-
leagues that in the Contract With
America they made it refundable
against the payroll tax and in the ini-
tial draft of this bill they made it re-
fundable against the payroll tax. They
were right. They have made a change
that is a mistake, in my judgment, in
terms of fair distribution of the past
tax.

That goes to the question of distribu-
tion.

The second question is, Does this
plan blow a hole in the deficit in the
outyears?

This chart shows the outyear costs of
what we call backloading. That is, cer-
tain tax types with certain tax plans
explode in terms of their cost in the
second 5 years of this 10-year plan.

Mr. President, this chart shows what
happens to the IRAs that are included
in this plan, the alternative minimum
tax, and the capital gains tax cuts. In
the first 5 years they cost $12 billion.
But look at what happens in the second
5 years. The cost mushrooms to $84 bil-
lion, seven times as much in the second
5 years.

If T had a chart that showed what
happens in the next 10 years, you would
see these things explode, even further
endangering the fiscal responsibility
that we have taken on since 1993 in the
effort to dramatically reduce the budg-
et deficit.

Mr. President, I think that is a mis-
take. If we look at some of the ele-
ments of the backloading, we look at
the alternative minimum tax, and you
can see in the first 5 years there is no
cost. Then it takes off like a scalded
cat. In fact, in the second 5 years that
costs $15 billion. No cost the first 5
years, $15 billion the second 5 years.
But it is not just the AMT tax that has
that characteristic. We see the same
thing with capital gains. The capital
gains provision goes from $3 billion in
the first 5 years to $24 billion in the
second 5 years. It explodes. I think we
have to ask ourselves, does that make
sense? Does that endanger the deficit
reduction that we have worked so hard
to achieve?

The IRA proposal is even more dra-
matic. It costs $9 billion in the first 5
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years; it costs $45 billion in the second
5 years.

I think all of us would like to do
these things. The question is, what do
we lose? What happens if, because we
have taken this kind of approach, the
deficit reduction is in danger? I say to
my colleagues the best tax cut is the
tax cut we get from the lower interest
rates by having deficit reduction. The
very best tool for economic growth is
getting the deficit down, which lowers
interest rates, which helps spark in-
vestment, which helps spark the eco-
nomic growth that has made such a
dramatic difference in this country
since the 1993 economic plan was ap-
proved.

The other test I apply that I think is
a commonsense test is, are we pro-
moting educational opportunity? I say
the Senate package certainly has very
good measures with respect to encour-
aging education, but I think the Demo-
cratic alternative is better. According
to Citizens for Tax Justice, the top
family income levels receive the larg-
est education credit per family under
the committee bill. Over 43 percent of
families would be eligible for only a
small part of the credit and an esti-
mated 30 percent of American families
under the committee bill have insuffi-
cient tax liability to receive any ben-
efit from the HOPE credit. The Demo-
cratic alternative addresses that short-
coming.

Finally, it seems to me we should
look to the economic incentives of the
competing proposals. The Democratic
alternative targets tax cuts to small
businesses, farmers, and those who
take risks in investing in small startup
companies.

I believe that is where we should tar-
get the benefits. A recent Congres-
sional Budget Office study found that
89 percent of tax returns reporting cap-
ital gains in 1993 had gains of $10,000 or
less with the average gain being $2,000.
By contrast, the 3 percent of returns
showing gains of $200,000 or more ac-
counted for 62 percent of the total
value of capital gains.

It seems to me this is clearly a case
where greater targeting to small busi-
ness, small farmers makes good sense.
We can get more bang for the buck by
targeting these dollars than by giving
them to those who are at the top of the
income ladder, the very wealthiest
among us, those who need it the least
of all. The Democratic alternative pro-
vides nearly twice as deep a capital
gains tax cut for owners of small and
startup businesses. Most small busi-
nesses and farms will enjoy a 14-per-
cent rate under the Democratic alter-
native rather than the 20-percent rate
in the committee bill. That is because
75 percent of small businesses and
farmers are proprietorships, partner-
ships or S corporations that will have
much better and stronger benefit under
the Democratic alternative.

Mr. President, I conclude by saying
there is no question that the chairman
of the Finance Committee treated us
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fairly in the Finance Committee. He
was as fair as one could ever ask a
chairman to be. I have commended him
publicly. I have thanked him privately
as well. He conducted himself as a real
gentleman. I want to say that again
publicly here today.

The question is not whether or not
we worked together in the Finance
Committee. The question is whether we
could do better with an alternative.

I sincerely believe the Democratic al-
ternative offered by Senator DASCHLE
earlier today is better. It is more fair
in its distribution. It protects the fu-
ture by making certain we do not blow
a hole in the deficit in the out years. It
provides more targeted education bene-
fits to all of the American people so
that we make certain no one is left be-
hind. And it is better for long-term
economic growth because it focuses the
dollars on those small businesses and
those farms that are really at the heart
of the American entrepreneurial revo-
lution.

I end as I began. In 1993, many of us
took a stand with respect to a plan to
reduce the deficit. Our friends on the
other side of the aisle said that the
plan would not reduce the deficit, that
it would increase unemployment and
that it could crater the economy. They
were wrong. The facts are clear. That
plan dramatically reduced the deficit,
reduced unemployment, and we have
seen dramatically increased economic
growth, dramatically increased busi-
ness investment. That plan worked.

Now, today, we have another choice
to make on an alternative of tax relief.
The question is, who will benefit? Are
we going to give the lion’s share of the
benefits to the wealthiest among us, or
are we going to seek to spread the ben-
efits more broadly throughout the
American society?

I do not think there is any question
but that the Democratic alternative is
a more fair distribution of the benefits.
I hope my colleagues could support it.
I thank the Chair and yield the floor.

Mr. DOMENICI addressed the Chair.

The PRESIDING OFFICER. The
Chair recognizes the Senator from New
Mexico.

Mr. DOMENICI. I understood the dis-
tinguished manager of the bill was
going to give the Senator from New
Mexico 20 minutes, and I note the pres-
ence of Senator BENNETT. He asked me
if he could have 5 minutes of my time
to address the issue just presented, so I
would ask that he be given 5 minutes of
my time.

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

Mr. BENNETT. Mr. President, I
thank the Senator from New Mexico
for his courtesy, and I thank the Sen-
ator from North Dakota for his presen-
tation. I think it is a very thoughtful
presentation, and there are many parts
of it with which I agree. There are a
few, however, with which I disagree,
and I appreciate the opportunity to put
this disagreement close to it in the
RECORD.
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The Senator is justified in talking
about the difference between things as
they are now and things as they were 4
years ago when we were debating the
1993 tax package from the President. I
am not sure he is entirely correct in
saying that the program voted on this
floor in 1993 is responsible for the tre-
mendous growth we have had in the
economy. I would remind him and
other Senators that during that same
4-year period, we constantly heard how
terrible Alan Greenspan and the Fed-
eral Reserve were behaving and that if,
indeed, Alan Greenspan did not open up
and make tremendous changes in mon-
etary policy, the economy could crater,
that jobs would be lost, that we would
have tremendous deficits, and all of
these other things would happen.

At some other time we can debate
whether the tremendous growth we
have had is the responsibility of the
Clinton administration or the Green-
span Fed. The fact is, no one is really
quite sure. The fact is, we have a boom-
ing, wonderful economy, and we should
be grateful for it, however we apply
blame or credit, which brings us to the
issue that the Senator is addressing.

Will the tax program that we are
talking about continue to stimulate
that growth and allow it to burgeon, or
will it in some way provide brakes on
that growth in the name of income re-
distribution? The Senator says the
issue is wealth distribution and how do
we distribute the wealth in the fairest
possible way. That is the portion with
which I would argue.

Wealth distribution is not a static
question. You do not have the wealthy
at the top and the poor at the bottom.
You have constant movement up and
down the ladder. I always use the ex-
ample of Donald Trump, who at one
time was in the wealthiest 1 percent,
and then he made a few bad mistakes
and he was bankrupt. Then he made a
few smart moves, and he is back up
again.

Read the list of the people who are
the richest people in the United States
and you find the list is constantly
changing. If I may be personal, there
was a time not many years ago when I
was clearly at the bottom in this coun-
try. I had a year not that many years
ago where my earnings were zero and
my wealth was going down because I
was living on savings, and then when
they were gone, I was going deeply into
debt. Fortunately, one of my business
ventures worked out, and now I would
be listed up in that rarefied area that
the Democrats seem to want to com-
plain about. My point being that you
cannot say you have a static group at
one area that is going to be benefited
and a static group at the other area
that is going to be hurt; you have con-
stant movement going back and forth.

The responsibility of the Senate is
not to redistribute wealth among these
supposed static groups in a way to cre-
ate fairness. It is to create a program
that will stimulate the growth so that
there will be more money for every-
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body. John F. Kennedy said a rising
tide lifts all ships. That is not always
true in terms of skill problems and
educational problems, but I think it is
true in terms of economics. We want a
tax program that will continue the dra-
matic growth that we have had in this
country, and I respectfully suggest
that that which is coming out of the
committee is more geared to produce
that result.

I thank the Chair.

Mr. DOMENICI. Mr. President, I
thank the Senator from Utah for his
very pointed remarks.

I think I would just say also that I
thought the Senator made a good pres-
entation. Senator CONRAD is always a
contributor here. In fact, he voted for
this Republican plan that he does not
like here today, as I understand it. All
Democrats on the committee voted for
the bill in committee, I asked Senator
GRAMM, and he confirmed that Senator
CONRAD voted for the package. So I as-
sume what we have going right now is
something like this: A good bill was re-
ported out of the committee. It had bi-
partisan support. It had Democrat sup-
port as well as Republicans. Now the
Democrats have decided to bring back
onto the American political scene the
rich versus the poor issue.

I want to say something about the
President because the distinguished
Senator attributed the entire growth
for the last 4% years to the deficit
package that increased taxes in 1993,
and I will not go through what I be-
lieve caused it, and I will give the
President some credit. I think the two
things that economic historians will
write are that the Federal Reserve
Board for the first time in history has
found out how to control interest rates
in a very simple way, and they are
doing it on a gradual up-and-down
basis and they have kept this economy
from going into cyclical downturns.

That is No. 1. No. 2, I give the Presi-
dent of the United States credit for one
thing. Once his deficit package went in,
frankly, the President listened more to
probusiness advisers in his Cabinet,
probably led by his Secretary of the
Treasury Rubin, than all the rest com-
bined. And I think history will reveal
that the President did great things by
nonaction. In fact, he is not a typical
President in that he did not take sig-
nificant steps to hurt business during a
regime of a Democrat President—to
put on more regulations, to make it
more difficult to beat them up and talk
about business. He was the other way.
And I think he deserves some credit for
what he did not do that one might have
expected from a Democratic President.

You combine the two. The Federal
Reserve is taking care of inflation and
the President leaving the economy
alone. This strong economy may still
last for a few more years and defy some
of the rules, although I doubt whether
the ups and downs are finally done
away with. I see a great economist in
the Chamber. I am referring to the
Senator from Texas. Maybe someday
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when we have the time he could talk
about the economic cycle.

But I come here today for two other
reasons. First, Mr. President, I really
do not believe it is fair to the Amer-
ican people for the other side of the
aisle and the White House to continue
to talk about this package as if it helps
the rich and hurts the poor.

First of all, Mr. President and fellow
Senators, the only odd game out is the
White House and the Treasury Depart-
ment, who are furnishing the Demo-
crats with the evaluation of the dis-
tribution of this tax cut package. No
other institution of significance and
broad acceptance is using that broad
definition of income to evaluate the
distribution of these tax cuts. And that
is because the Treasury Department
does not use the income that average
people make to determine what brack-
et people are in.

It might shock you to know, Mr.
President, and millions of Americans,
that what the Democrats are talking
about magically turns into $65,000 in-
come family out of a $40,000 actual-in-
come family.

Let me repeat. The Treasury Depart-
ment’s approach says, fellow Ameri-
cans, taxpayers, what you are earn-
ing—and then you look at it and I am
paying $6,000 in taxes—they are saying
that is not your income.

They take income, add the value of
the rent of your house, the value of
fringe benefits, the value of all your as-
sets if you were to sell them—unreal-
ized capital gains—plus the value of
our pension and life insurance. That is
why a family who thinks they earn
$40,000 appears on the Treasury’s charts
as a family earning $65,000.

Your income under the Treasury defi-
nition assumes that you are out on the
street and you rent your own house. So
they add about $8,000 or $10,000 to your
income. Believe it or not, if you have
any stock in any American corpora-
tion, even 10 shares, they have gone
through the difficulty of imputing to
you, the stockholder, the earnings of
the corporation in which you have
stock, even if they did not declare a
dividend. Won’t that be a shock to
Americans, if they thought they were
earning all that much money every
year.

Let me make our case on this side.
Actually, we rely upon the Joint Tax
Committee. They are bipartisan and
professional.

We did not use the White House’s
very strange way of calculating income
called the family economic income ap-
proach which counts all of this phan-
tom income I just outlined.

I put a credit card up here just to
show you about it. I call it the Family
Economic Income credit card. This is
what the administration would give to
an American taxpayer as the White
House’s credit card. But like the famil-
iar add campaign for other credit
cards, if you want to really buy some-
thing, you better have a Visa card be-
cause the country’s shop keepers don’t
take the Family Economic Income
Card.
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Interestingly enough, Senator
GRAMM, if you took this Family Eco-
nomic Income card to a store to buy
something, it’s no good. If you took it
somewhere to pay your college kid’s
tuition, it’s no good.

This card inflates your income be-
tween 50 percent and 65 percent. It cre-
ates paper income. Or said another
way, it counts phantom income as real
income. So you can throw it away, just
as you ought to throw away the evalua-
tion of this tax package made on these
kinds of evaluations.

It is absolutely plain and simple, and
I defy anyone anywhere, including edi-
torial boards, those who are com-
menting on the news—you just go ask,
ask the Treasury Department, “Is a
$40,000 income earner who, under this
package that the Republicans have, if
that person, that family is going to get
back a certain amount of taxes and you
apply that to the taxes they paid be-
fore, and if the difference is a savings
of $3,000 in income taxes, you ask them
are they giving you credit for that? Or
do they have some other process to
evaluate what you got by way of a tax
cut?”’ I assure you they will not give
you credit for the tax cut you got, be-
cause they started out by figuring you
were in a different income bracket.
Isn’t that amazing? That is absolutely
amazing.

How can somebody come to the floor
and say this package is predominantly
for the rich when one simple fact dis-
poses of it?

Mr. President, 78.8 percent of the
benefit under this bill goes to families
earning $75,000 or less. Senator GRAMM,
isn’t that what you understood when
the bill was reported out of committee?
Isn’t that what the Joint Tax Com-
mittee said to you?

Because we put income earning limi-
tations on the $500 child credit we de-
signed the credit to target the middle
class. The $500 child credit is a huge
portion of this tax cut. And the next
component that is significant is for
middle-income Americans, is the $1,500
education tax credit. It likewise has in-
come limitations.

If you take those two together pieces
of the package it constitutes over 82
percent of the tax cuts, how can it be
that the charts used by the other side
of the aisle are right?

It is because some of the Democrats
are not using the income that Ameri-
cans earn. They are using an imputed
income calculation called family eco-
nomic income. Imputed means we
count it as income if you did not earn
it. It is as if your earnings include
what you could have earned, rather
than what you have earned.

We want to make the point today. We
are going to try very hard, against
very difficult odds to rebut the media
reports that this is a tax cut for the
rich. The fact is this: 78 percent of the
tax benefit goes to middle-class fami-
lies earning less than $75,000.

Mr. President, for those who want to
look up here, this is the way the Joint
Tax Commission of the United States,
a bipartisan group, says these tax cuts
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are spread. Less than $10,000 gets .06
percent tax cut because they are not
paying much taxes. Let’s go down this
chart. For people earning $10,000 to
$20,000 the percent of the tax cut goes
to 4.8; for people earning between
$20,000 and $30,000 their taxes are cut by
15 percent; and for those earning be-
tween $30,000 to $40,000 their taxes are
cut by 32 percent; those earning $40,000
to $50,000 their taxes are cut by 48 per-
cent.

That means families earning $75,000
of real income or less, 78.7 of this tax
cut goes to them.

If you want to report that the tax cut
goes to the rich you ought to report
that 75 percent of the benefits goes to
American wage earners who are earn-
ing $75,000 or less.

Having said that I want to move on
quickly. There will be a little obfusca-
tion because the White House will say
this family income approach is not
theirs, it was done in the Reagan White
House.

This is a way to figure out how much
people are worth. And they did that as
a model for tax reform. Does it mean
that on income tax and other taxes
that you are paying currently, that
this is a true model of what your in-
come is? Of course not. Because it as-
sesses to you income you never earned,
you probably will not earn, and it says
it does not matter, we are ‘‘imputing”’
it to you anyway. That is the way you
are distributing this money pursuant
to those kinds of tables.

Let me move, for a minute, to a cou-
ple of more facts. We are on the thresh-
old of passing the largest tax cut in 16
years. It will help Americans of all
ages and all brackets. Again, I com-
mend the chairman and I commend the
Democratic Senators who voted for the
package. I thought it was an exemplary
example of bipartisanship. As I said,
apparently some of them if not all of
them have decided to produce a new
package today, just to prove a point
and try to make a point based on White
House Treasury analysis rather than
those analyses done by the experts that
represent us.

Let’s put this in perspective. Parents
of 43 million children will pay $500 per
child less in taxes; 4.8 million parents
with kids in college and taxpaying stu-
dents will have $1,500 more to spend;
and 7.2 million recent job entrants will
be able to deduct their student loan in-
terest. That is a pretty big percentage
of Americans, and a huge portion of
Americana, and essentially all of them
are, for all intents and purposes, all of
them are middle-class Americans if
you use $75,000 as the definition of mid-
dle class.

Mr. President, the $500 child care
credit will help the working poor and
the middle class. The value of the per-
sonal exemption has been eroded over
time, and the cost of raising a family
has become more expensive. The credit
in this bill will totally eliminate the
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Federal income tax burden for tens of
thousands of families in New Mexico. I
am particularly pleased that the Fi-
nance Committee decided to design the
credit so that the working poor would
also see the benefit of the $500 credit.
Of the 718,850 families who file tax re-
turns in New Mexico, 175,087 of them
claim an earned-income credit. I ap-
plaud the Finance Committee’s ap-
proach. It is a logical sequel to the new
welfare reform law with its emphasis
on moving from welfare to work.

I want to speak for a minute and I
hope every Senator avails himself or
herself of this, the $500 credit will save
New Mexico families $454 million over 5
years.

A $500 per child credit is significant
tax relief. According to the Heritage
Foundation, a family with two kids eli-
gible for two $500 credits would have an
extra $1,000 a year in the family budg-
et, and this amount would be enough to
pay the mortgage for 1.6 months or pay
for 15 months of health insurance or
buy gas for the family automobile for 8
months.

In New Mexico, about 78 babies are
born every day. In fact, I just was look-
ing at a list. I have it here. I ask unani-
mous consent that their names be
printed in the RECORD, just to show
that on the day they are born they
earn for a parent a $500 child care tax
credit reduction. If they are too poor
and eligible for an earned income tax
credit, they still get $250 of that, under
the bill the committee reported out.

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

[From the Albuquerque Tribune, June 2,

1997]
BIRTHS

Here are the recent births at Albuquerque
hospitals. Unless otherwise indicated, the
parents live in Albuquerque.

PRESBYTERIAN HOSPITAL
Feb. 5

Velda and James Harrison of Grants, boy,
Stephen Jordon.

Tess and Tom Kerstetter of Tijeras, boy,
Justin Lawrence.

Tonija and Jim Pitts, girl, Sara Nicole.

Geneva and Rogue Tena, girl, Dannion Lee.

Cindy Weatherford, boy, Xavier Michael
Dax.

Feb. 6

Selina and Scott Burt of Rio Rancho, boy,
Michael Duncan.

Feb. 7

Mary and Christopher Andres of Bemalillo,
boy, Christopher James.

Rhonda and George Buffet II, girl, Rachael
Michelle.

Delilah and Bruce Langston, boy, Jeremiah
Edward.

Zoyla and George Nuanez, boy, Antonio
Andres.

Jessica Small and Gregory Foster, girl,
Ryleigh Madison.

Feb. 8

Kathryn and Rick Carnes, girl,
Jordon.

Feb. 9

Joyce and Lorenzo Barela of Belen, boy,
Michael Andrew.

Genevieve and Michael Gomez, girl, Savan-
nah Renee.

Theresa
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Karla Vallo and Christopher Sarracino of
Acoma, girl, Raquel Elaine.

Feb. 10
Amy and Dan Conley, boy, Gunnar Ty.

Brenda and Mark Edwards, boy, Eligah
Jordon.
Roberta and Carlos Gutierrez, girl,

Samantha Dawn Elaine.

Paula and David Jackson of Belen, twins,
Kaitlyn Joann and Ashley Nichole.

Denise and Donnie Tapia, girl, Savannah
Adeline.
Feb. 11

Kalynn and John Kemaghan of Los Lunas,
girl, Bryanna Marie.

Lisa and Bill Nesbitt, girl, Kathryn Anne.

Loretta and Thomas Mordstrand, girl, An-
gela Michelle.

Dolores Sanchez and Antonio Alire, boy,
Antonio Jose Jr.

Carolyn and David Torres, boy, Nicholas
Antonio.
Feb. 12

Jamela Eudora Antone of Torreon, girl,
Emain Fawzi Gadri.

Tracie Asenap and Lorenzo Bemal, boy,
Jakob Matthew.

Renee and David Samora, girl,
Alexis.

Amber Woods and Christopher Lucero II,
girl, Sierra Rae.
Feb. 13

Annie and Andrew Chavez, boy, Andrew
Steven.

Jodi and Andy Darnell of Bernalillo, girl,
Rachel Emily.

Monica Garcia and Alfred Baca of Los
Lunas, boy, Alfred Gene Jr.

Annette Gurule and Lee Acosta,
Desiree Annette.

Brenda and Kevin Judd, boy, Brandon Lee.

Ann Michelle Nelson, boy, Taylor Emory.

Michelle and Juan Tena of Grants, boy,
Armando Alberto.
Feb. 14

Angelique and Steven Garcia, girl, Elena
Merced.

Monica Monroe and Michael Smith, boy,
Clayton Steward.

Yvonne and Antonio Berni of Los Lunas,
girl, Jasmine Danielle.
Feb. 15

Evangeline and Ricardo Duran of Los
Lunas, boy, Ricardo.

Freda Billie and Ronald Begay of Gallup,
girl, Fershaylynn Ervin Percy.

Victory and Michael Brohard, boy, Michael
Matthew.

Kristin and Christopher Johnson, boy,
Luke Nakaya.

Brigida Leyba and Wallace Jackson, girl,
Jazmine Jacklyn.

Kristine Pineda, boy, Adrian Tomas.

Dana and Johan Resediz, girl, Vanessa An-
nette.

Danielle Stebleton and Dartanian Benson,
girl, Dajour Tanae.

LOVELACE MEDICAL CENTER

Desiree

girl,

May 14

Jennifer Duran and Anthony Hernandez of
Albuquerque, twin boys, Marlano and
Martino.
May 18

Bobbie Jean Leach and James Gonzales of
Albuquerque, boy.
May 19
Daniel and Paula Vasquez of Albuquerque,
boy.
May 20
Bill and Dianna Matier of Albuquerque,
irl.
¢ Roy L. Wade and Elizabeth Shoats of Albu-
querque, girl, Jessie Daniel.
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Antoinette and Marco Lovato of Albu-
querque, girl.

Chad and Nancy Mills of Albuquerque, girl.
May 21

Ronald and Theresa Sanchez of Albu-
querque, girl.

Daniel and Julie Sandlin of Albuquerque,
boy, Eric Matthew.
May 22

Marvin and Frances Dominguez of Albu-
querque, boy.
May 23

Jim and Deanna Fafrak of Albuquerque,
girl, Tatiana Marie.

Maurice and Anna Ortiz of Albuquerque,
boy.
May 24

Paul and Yvette Baca of Albuquerque, boy.
May 27

Jay Hale and Kyona Lucero of Albu-
querque, boy.

Randy and Kelly Irwin of Sandia Park,
boy.
May 28

Patric and Erin Carabajal of Albuquerque,
girl.
May 29

Martha Jane Cavic and Paul Burdette
Tilyou of Albuquerque, girl.

Camille and Larry Vigil of Albuquerque,
boy, Kyle Anthony.
May 30

Bibiana Gower and James Kaminski of Al-
buquerque, boy.
June 1

Eric and Samantha Clark Rajala of Albu-
querque, girl.

Louie Apodaca and Cynthia Mendoza of Al-
buquerque, boy.
June 3

Rick and Kathleen Emmert of Farmington,
boy.

Quentin and Mary Doherty of Edgewood,
girl.

ST. JOSEPH NORTHEAST HEIGHTS HOSPITAL
April 28

Ernie and Laura Manzanares of Albu-
querque, boy.
April 29

Ross and Gloria Tollison of Albuquerque,
girl.
April 30

Angle West and Casey Hamblin of Albu-
querque, girl.
May 1

Mike and Charla Smith of Albuquerque,
boy.

Monique Rawinsky and Getty Litts of Al-
buquerque, girl.

Scott and Katie Jacobson of Albuquerque,
girl.
May 2

Kenneth Schafer and Siobhan Martin-
Schafer of Albuquerque, girl.

Craig and Angie Parr of Albuquerque, boy.
May 3

Bryan and Betty Bareia of Albuquerque,
boy.

Jeff and Evelyn Coleman of Albuquerque,
girl.
May 4

Joseph and Sheri Tafoya of Albuquerque,
girl.
May 5

Larry Davidson and Angela Archibeque of
Albuquerque, boy.

Mark Bigoni and Catherine Gragg of Albu-
querque, boy.
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May 7

Jeffrey and Andrea Ehlert of Albuquerque,
girl.

Mark and Judith Neuman of Albuquerque,
girl.
May 8

Jon Ira and Cheryl Robertson of Albu-
querque, girl.

Herman Wilson and Shryl Benally of Albu-
querque, boy.

Gilbert and Morayma Sanchez of Albu-
querque, boy.
May 9

Loren and Debra Cushman of Albuquerque,
girl.

Antoinette Barela and Eric Lopez of Albu-
querque, girl.

Bill and Liz Montgomery of Albuquerque,
boy.

Nilufar and Anwar Hossain of Albuquerque,
girl.
May 10

Arturo and Yeavette Andujo of Albu-
querque, boy.
May 11

Maria Elena Vargas and Phillip Lopez of
Albuquerque, girl.
May 14

Marnie and Omar Sadek of Albuquerque,
boy

Lianne Patterson of Albuquerque, boy.

Karen and Steve Lillard Albuquerque, girl.
May 15

Ryan and Victoria Fellows of Albuquerque,
girl.
May 18

Hal Byrd and Mary Dewitt-Byrd of Albu-
querque, boy.
May 19

Luisa Lara and Ben Lucero of Albu-
querque, girl.

David and Theresa Spinarski
querque, girl.
May 20

Toby Avalos and Maranda Pugh of Albu-
querque, boy.

Wendy and Eugene Garcia of Albuquerque,
boy.

Jim and Elaina Freesc of Albuquerque,

of Albu-

girl.

Thomas and Tina Rowland of
Alburquerque, boy.
May 21

Cabot and Patricia Follis of Albuquerque,
boy.

Eddie Salas and Silvia Valencla of Albu-
querque, girl.
May 22

Melanie Herrera and Christian Dunn of Al-
buquerque, girl

Orlando and Marie Encinias of Albu-
querque, boy.
May 29

Amanda and Aaron Tucker of Albuquerque,
boy.

UNIVERSITY HOSPITAL

Feb. 26

Kathleen and Juan Arellano of Albu-
querque, boy, Alonzo Luis.
Feb. 27

Ana and Mario Rivera of Albuquerque, girl.
Feb. 28

John and Mary Matthews of Albuquerque,
girl, Anna Kathleen.
March 8

Jason and Maria Cordova of Albuquerque,
boy, Vincent Layson.

Cameron and Lois Cole of Albuquerque,
girl, Rebecca Elizabeth Marie.
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March 9

William and Livia Treat of Albuquerque,
girl, Alejandra Maria.

Albert and Laura Carrasco of Albuquerque,
boy, Albert Jr.

Cang Phan and Dat Nguyen of Albu-
querque, girl Donna Nguyen Tan.

Jeremy and Michelle Lee of Albuquerque,
girl, Ashley Nicole.

Vincent and Tracey Everett of
querque, girl, Christina Isabelle.
March 11

Sonia Gutierrez and Anthony Martinez of
Albuquerque, girl, Elena.

John and Emily Loucks of Albuquerque,
boy, Thomas Edward.

March 16

Tim and Kathleen Newell of Albuquerque,
girl, Emily Allison.

Mary Ann Vasquez of Albuquerque, boy,
Mark Anthony.

March 18

Doug and Terry Lengenfelder of Albu-
querque, girl, Hayley Shannon.

Julie Lopez and Damion Jenkins of Albu-
querque, girl, Jenaya Neshae.

March 20

Juanita Carrillo and Charles Orona of Al-
buquerque, girl, Allcia Maria
March 21

Virginia Garcia of Albuquerque,
Stephanie Amanda.

Mr. DOMENICI. This bill provides
some very, very good deductions and
credits for going to college. So a tax
cut, as I view it, is long overdue. In
1948, American families sent about 3
percent of their income to Washington
for taxes. Today it is closer to 25 per-
cent. I believe it is much better to
leave more money in the hands of our
families and our parents and our peo-
ple.

This bill provides eight separate pro-
visions that help finance college. The
most significant is a $1,500 tax credit
for 50 percent of the tuition for the
first 2 years of a 4-year college; 75 per-
cent of the tuition paid at a commu-
nity technical school. I believe the
committee designed these right and I
believe they make good sense.

There is the deductibility of student
loan interest. This provision automati-
cally shifts the benefit toward children
of low- and middle-income families.
The $2,500 deduction of student loans
and the interest on them is well de-
signed, and it will produce some power-
ful incentives as students graduate for
them to get on with their lives and get
out from under the debt burden as soon
as possible. This bill makes an exclu-
sion of $5,5256 worth of education assist-
ance.

Mr. President, I have additional re-
marks that analyze my State but I
close by once again repeating: This is
the chart of the Joint Committee on
Taxation of the United States, that
says this is the distribution of our tax
cut based on income the American peo-
ple are making. It has a few imputed
things in it but nothing like the White
House, and people will be surprised how
much they are allegedly earning under
the Treasury of the U.S. evaluation of
their earnings.

I yield the floor.

Albu-

girl,
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Several Senators addressed the
Chair.
The PRESIDING OFFICER. Who

yields time?

Mr. CONRAD. Mr. President, I yield
such time as the Senator from North
Dakota will consume.

Mr. DOMENICI. Mr. President, I be-
lieve we have a lot more time left.
Could we ask how much time is left?

The PRESIDING OFFICER. The Sen-
ator has an hour left and the other side
has 39 minutes left.

Mr. DOMENICI. I wonder if we could
start to equalize it a little bit by going
on our side.

Mr. DORGAN. I ask the manager, my
understanding of the process was we
were going back and forth on the pres-
entations.

Mr. DOMENICI. I was not here. Is
that correct?

Mr. CONRAD. That was the agree-
ment.

The PRESIDING OFFICER. There
was an agreement to that effect, 4
hours equally divided.

Mr. GRAMM. Mr. President, let them
go ahead if they want to. We have over
an hour and they have 39 minutes.
What we were going to do is try to run
ours down. But I always am interested
in being informed by our colleagues.
Let them go ahead and respond and
then, if I could be recognized, I will
speak.

The PRESIDING OFFICER. The Sen-
ator from North Dakota yields how
much time to the Senator from North
Dakota?

Mr. CONRAD. So much time as he
shall consume.

The PRESIDING OFFICER. The Sen-
ator from North Dakota.

Mr. CONRAD. I ask if the Senator
from North Dakota will yield to me for
a question?

Mr. DORGAN. I will be happy to
yield to the Senator for a question.

Mr. CONRAD. We have heard from
our friends on the other side with re-
spect this question about imputed in-
come in charts that have been used. I
would just ask the Senator from North
Dakota if he is aware, if you take im-
puted income out—take it out—it does
not change this chart an iota, it does
not change it at all; not a whit? It
would change the income amounts for
each of these categories, it does not
change the relationships at all. The re-
ality is, if you compare these two
plans, the top 20 percent of the income
groups in the United States under the
Finance Committee plan gets 65 per-
cent of the benefits. Under the Demo-
cratic plan, they get 20 percent of the
benefits.

The fourth quintile gets 21 percent of
the benefits under the Democratic plan
and gets 32 percent of the benefits
under the plan out of the Finance Com-
mittee. You take imputed income, put
it aside, you don’t want to use that, al-
though it has always been used here as
the measurement for distribution
under Republicans and under Demo-
crats. That’s the way it has been done.
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I happen to agree, you ought to leave
imputed income out of it. But if you
take the cash income, this is the same
distribution that you get on these two
plans. You have five quintiles, and
those five quintiles bear the same rela-
tionship. What changes is the income
categories attached to each. That is a
fact.

The relationship between the
quintiles does not change. Under the
plan that is being advocated by our
friends on the other side, the biggest
benefits go to the wealthiest among us.
It is undeniable. That is the case. They
want to quote Joint Tax. Let’s talk
about what is wrong with the Joint
Tax proposal.

Rather than assess the effect of the
tax cuts when fully implemented, Joint
Tax tables, cited by our friends on the
other side of the aisle, cover only the
years up to 2002. I ask my colleague
from North Dakota if he is aware, as a
result, the Joint Tax Committee’s ta-
bles ignore 94 percent of the combined
$82 billion of capital gains tax changes,
estate tax changes and IRA tax cuts
contained in the Roth bill. Is the Sen-
ator from North Dakota aware?

Mr. DORGAN. Senator CONRAD is ex-
actly correct. And, if I might reclaim
my time, let me add to Senator CON-
RAD’s presentation something that is
not from us, but something from the
New York Times. Let me read an edi-
torial from the New York Times, be-
cause I know anyone can bring any-
thing to this floor. You can bring a
chart to this floor that says shrimps
whistle, pigs fly, and the Moon is made
of green cheese. You can bring a chart
that shows anything you want. Will
Rogers said it best about this debate.
He said: ““It’s not what he knows that
bothers me. It is what he says he
knows for sure that just ain’t so.”

Let me read you the New York Times
editorial about this discussion we are
having:

Before Congress votes on anything, it
should get its facts straight. The Repub-
licans present bogus tables suggesting their
tax package is fair. The tables stop at the
year 2002, before the cuts that favor the
wealthy on capital gains, inheritance and re-
tirement accounts take hold. Also, the GOP
treats as burdens the tax payments that the
investors will voluntarily make as they sell
stocks and bonds to take advantage of a
lower capital gains rate. The bizarre implica-
tion is that investors are hurt by a rate cut.
These tables suggest that the middle class
reaps most of the benefits. Independent ana-
lysts say that about 50 percent of the cuts
will go to the richest 5 percent of the tax-
payers.

That is not me saying it, it is a New
York Times editorial.

Is the New York Times correct? Yes,
they are correct. Why? Here is the rea-
son. The chart that we have just seen
illustrated on the floor of the Senate
about burdens is a chart that covers
only the years up to 2002, and it ignores
94 percent of the costs of capital gains,
estate, IRA tax cuts in the Senate bill.
When the tax cuts proposed in this bill
are fully phased in, there is no question
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what the distribution of this tax cut is.
By far, the preponderance of the tax
cuts offered in this bill will go to the
richest Americans.

This chart that we have just seen,
the burden table that is offered on the
floor of the Senate, portrays capital
gains tax cuts as increasing the tax
burden on upper income taxpayers, and
it also excludes the estate tax cuts,
which total $35 billion in the Senate
bill. That is why you have a table that
is simply wrong.

Is it right in the context of what it
proposes to tell people in a snapshot of
time? Sure, but what it proposes to tell
people is something that doesn’t in-
clude all of the facts. It says, take a
look at this little slice, and then we
are going to give you the conclusion
about this little slice of facts, but it is
not real.

Mr. President, we are having a dis-
cussion about whether the proposed tax
cut can be improved. The answer is,
yes, it can; it can be improved. One of
the things that traps everyone in this
Chamber and I think everyone in Con-
gress is the minute you start talk
about cutting taxes, we rush imme-
diately to the corner and begin to talk
about taxes, and then we begin imme-
diately to talk about capital gains. Let
me describe another approach that
makes more sense.

Two-thirds of the American people
pay higher payroll taxes than taxes.
The tax that has increased in this
country in recent years has been the
payroll tax. The folks who go to work,
work hard, sweat, get dirty, take a
shower after work are the folks who
earn a wage. They don’t sit home clip-
ping coupons. They don’t get big divi-
dends. They don’t have big stock gains.
They work for a wage. And then some-
one who showers before work and sits
on the front porch and never raises a
sweat and never gets dirty because
they are simply cashing in their divi-
dend checks and watching the stock
market go up, and so on, they get cap-
ital gains. But we are told that stream
of income somehow is preferable to the
income from work.

So we have a philosophy in this
Chamber that says let us tax work, but
let us exempt investments. Why? Why
tax work and exempt investment? And
if you do that, what is the con-
sequence? The consequence is easy to
understand. Who has the investments
and, therefore, who gets the tax break
if you exempt investment? Who works
and who pays the higher payroll taxes
because they work? Then who is large-
ly left out of this equation when it
comes time to talk about cutting
taxes?

The other side says to us, ‘“Well, ex-
cept we propose a per-child tax credit,
and that’s going to help all those fami-
lies with children,” except they pro-
pose the tax credit not go to nearly 40
percent of the children in this country
because the folks don’t make enough
money to qualify for it. Why? Because
they measure it only against the in-
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come those folks earn as opposed to
measuring it against the payroll tax
they pay—and, I might add, a higher
payroll tax at that.

Can this be improved? Absolutely.
Should it be improved? You are darn
right it should be improved. Has Sen-
ator DASCHLE proposed something that
will dramatically improve this tax re-
lief proposal so when you pass around
the largess of tax cuts, you go around
that table and you see the income
earner sitting at the table, those at the
bottom fifth, those at the second fifth,
on and on, each of them are going to
get a significant part of the tax relief?
Is that what Senator DASCHLE has pro-
posed? I think so. If we don’t pass this
substitute, we will end up with a tax
bill that goes around that table and
passes out tax cuts in a way that is
fundamentally unfair. Oh, there are
some at the table who will get almost
nothing, some just a few crumbs, some
a few tiny little slices, and some at the
other end of the table will sit there
with a huge platter and three-fourths
of the cake. All we are suggesting is
there are other ways to measure pro-
posals for tax cuts that provide a fairer
distribution.

I find interesting this discussion we
have about the economy and where we
are and where we are headed. The econ-
omy is doing better in this country.
Some wouldn’t give this administra-
tion credit under any set of cir-
cumstances. But this economy rests
not on the shoulders of the Federal Re-
serve Board, the last American dino-
saur that sits down there in that con-
crete temple; this economy rests on the
confidence of the American people that
we and others will do the right thing to
keep this economy on track.

Doing the right thing in 1993 meant a
Deficit Reduction Act that brought
down the Federal budget deficit in a se-
rious way. It was not fun to vote for
that because it wasn’t politically
smart to vote for that, and my party
paid a significant price for passing it. I
can recall—and I won’t mention
names—I can recall those who stood up
and said, ‘“You pass this and this coun-
try will be in a recession.” ‘““You pass
this and this country will be in a de-
pression.” ‘“You pass this and you will
throw the economy completely off
track.”

We passed it. We indicated to the
American people we were serious about
reducing the deficit. Guess what? The
American people took hope and con-
fidence from that, and the result is
when you have confidence, you buy
cars, houses, you make decisions about
the future based on that confidence.
When you lack confidence, you defer
those purchases and you have an im-
pact on the economy that is negative.
When you have confidence, you have an
impact that is positive. I am pleased
we did what we did in 1993, and the
economy is better because of it. Infla-
tion is down, the deficit is down, unem-
ployment is down, economic growth is
up.
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So, in that context, while we balance
the budget, or attempt to balance the
budget, with a series of decisions now
and attempt to provide some tax relief,
the question today is, who will receive
the relief? And we get these burden
sharks that give us a vision of who gets
the relief that is simply wrong.

Again, I refer to the New York Times
editorial. You can’t give us a descrip-
tion of who gets tax relief by leaving
out the bulk of the tax relief that is
going to go to the upper income folks.

Let me finish on one additional
point. One of my concerns about what
we are doing is we will create a tax
shelter industry if we go the totus-
porcus route of capital gains. I believe
very much that recreating the tax shel-
ter Dbusiness in this country is
unhealthy for America.

Senator DASCHLE is proposing some-
thing that makes sense. Let’s measure
against payroll taxes paid; let’s meas-
ure against that an ability to receive
tax relief based on the refundable child
care tax credit. That makes great sense
to me. If we don’t make that child care
tax credit refundable against payroll
taxes paid, which are the taxes that
have increased in recent years, then we
will not have done working families a
great favor with this bill.

So I stand today and hope that col-
leagues will support the substitute of-
fered by Senator DASCHLE, cosponsored
by myself and others. I think it is sub-
stantially more fair, and I think it sub-
stantially improves the tax relief bill
the Senate is now considering.

Mr. President, I know others wish to
speak. I appreciate the courtesy of the
Senator from Texas. My understanding
was we were going back and forth, and
I appreciate very much the courtesy of
the Senator from Texas.

I yield the floor.

Mr. GRAMM. Mr. President, I yield
myself 10 minutes.

The PRESIDING OFFICER. The
Chair recognizes the Senator from
Texas for 10 minutes.

Mr. GRAMM. Mr. President, this is
not a debate about taxes, this is a de-
bate about class warfare. I do not un-
derstand how people can love jobs and
yet hate the process that creates those
jobs. If America is going to be saved, it
is going to be saved at a profit, and I
am not going to apologize for trying to
provide incentives to create jobs,
growth, and opportunity in America.

We can stand here and shout back
and forth with our colleagues who are
saying, ‘“Well, if you make $30,000 a
year but you own your own home, if
you rented your home, you would get
another $8,000 of income, so you make
$38,000. And if you own a life insurance
policy, it is building up internally, and
so while you think you are making
$30,000, but you actually have $8,000
from your home and another $6,000
from your insurance policy, and your
retirement is going up, and, really, you
are making $45,000 a year—you only
think you are making $30,000 a year,
but really you are rich.”
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Let me tell you, I can cut through all
that stuff. There is a simple code that
if you understand, you will understand
everything they are saying: If you pay
taxes, then you are rich under the
Democrats’ plan.

Their basic program is very simple:
Never cut taxes, because taxes are only
imposed on rich people. Always raise
taxes, because taxes are always im-
posed on rich people. So, as a result,
they always want to raise taxes, but
never want to cut them.

It is interesting to note that the av-
erage tax burden on working Ameri-
cans today is at the highest level in the
history of the United States of Amer-
ica.

We have heard a lot of talk about
their great bill in 1993. Might I remind
my colleagues that the word then was
that this bill only taxes rich people.

Who were those rich people? Every-
body who buys gasoline. Who were
those rich people? People on Social Se-
curity in the President’s original bill
who made $25,000 a year, if you counted
what they would get if they moved out
of their own homes and rented it for in-
come.

But, look, this is not a debate that is
worthy of America. What we should be
debating is, will this tax cut create
jobs? Our objective should not be try-
ing to spread the misery or redistribute
the wealth. It ought to be to try to cre-
ate wealth.

We hear our colleagues say, ‘‘Can you
believe that the tax cut before us does
not cut taxes for the lowest 20 percent
of all income earners in America?’’ Did
you hear that? ‘“This bill does not cut
taxes for the lowest 20 percent of in-
come earners in America. How could
that possibly be so?”’ Well, the reason
it is possibly so is because the lowest 20
percent of income earners in America
pay no income tax.

This is not a welfare bill. This is a
tax-cut bill.

The top 20 percent of income earners
in America pay 78.9 percent of all the
income taxes in America. The bottom
40 percent, on balance, pay no income
taxes at all. Is anybody surprised that
the top 20 percent, who pay almost 80
percent of the income taxes, will get a
tax cut when you are cutting taxes and
that the bottom 20 percent, who do not
pay any income taxes, will not? Why is
that supposed to be a revelation? Do we
have to increase welfare every time we
try to help working families?

In the bill that is being proposed, we
have yet another massive increase in a
welfare program. It has a wonderful
name, EITC, the earned-income tax
credit. What it has become is an un-
earned-income tax credit. This is a pro-
gram which pays people who do not pay
taxes but is called a tax cut.

The last time taxpayers got a tax cut
was in 1981. In 1981, the average amount
we were giving away in EITC, this wel-
fare program the Democrats call a tax
cut, was $285. Today, that average ben-
eficiary is getting $1,395. The average
American who does not pay income
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taxes but who is getting an earned-in-
come tax credit to offset taxes—in
many cases when they have no tax li-
ability—has had their subsidy increase
from $285 a person to $1,395; while
working families who do pay taxes
have not gotten a dollar of tax cuts. In
fact, their after-tax income has actu-
ally declined.

Now we are here trying to give a $500
tax credit per child for every working
family in America, so that Americans
who make $30,000 a year and have two
children will be off the income tax
rolls. What is the complaint from our
Democratic colleagues? Their com-
plaint is that we are not giving money
in our tax cut in large enough amounts
to people who are not paying taxes.

This is a tax-cut bill. This is not a
welfare bill.

We pass a lot of welfare bills around
here—too many of them—but this is
not one of them. This is a tax-cut bill.
We should ignore all this malarkey
about the bottom 20 percent not get-
ting any income tax cut, they do not
pay any income taxes.

Our colleagues have lamented the
payroll tax. They claim that they are
really worried about the payroll tax.
Well on May 22, 1996, John ASHCROFT,
the Senator from Missouri, offered an
amendment to allow moderate-income
people to deduct their payroll tax from
their income in calculating their in-
come tax.

Every person who has spoken in favor
of this amendment, who has criticized
the underlying bill for not giving tax
cuts to people who do not pay income
taxes, and who has lamented the pay-
roll tax—every one of them voted
against Senator ASHCROFT when he
tried to cut taxes for people who are
paying big payroll taxes.

Let me also say that all of those who
I have heard today speak in favor of
this amendment also supported the
Clinton health care bill that would
have raised the payroll tax by 8.9 per-
cent to pay for socialized medicine. Of
course, today they are terribly upset
about the payroll tax and they want to
give income tax cuts to people who are
not paying income tax.

What is their program? Their pro-
gram is tax cuts for people who do not
pay taxes, capital gains tax cuts for
people who do not own capital.

Our program is to cut taxes for peo-
ple who actually pay taxes. I am not
going to apologize for the fact that
when 20 percent of the people pay 80
percent of the taxes, when you are
going to do a tax cut, that 20 percent is
going to get a bigger tax cut.

Listening to all this talk, you would
think that every year the tax burden is
getting heavier and heavier on lower
income people. It is not true. The tax
system has become more progressive
every day since Ronald Reagan became
President. In fact, his tax cut made the
system more progressive, as does our
tax cut.

We really should not even be talking
about this because it just smacks of us
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pitting one group of people against an-
other based on their income. Many of
the people in the Senate today grew up
in families that were low- or moderate-
income families. You are not stuck
being poor your whole life because your
parents are poor.

Neither of my parents graduated
from high school, but they did not re-
sent people who made money, nor did
they feel the Government should come
along and take it away from somebody
else to give it to them.

Now, maybe this sells. Maybe this
sells politically to say, ‘“‘Twenty per-
cent of the income earners get no tax
cut.” Maybe it sells. But remember,
they do not pay any income taxes ei-
ther.

This is a tax-cut bill.

In 1993, taxes were increased by $250
billion in the Clinton tax-increase bill.
We are cutting it by $74 billion in our
bill and 75 percent of it is going to fam-
ilies that make $75,000 a year or less.
Maybe those families are rich to the
Democrats. Maybe a working couple
making $75,000 should be taxed into
poverty. I do not think so. I want them
to be able to keep more of what they
earn.

I thank the Chair for its indulgence.

Mr. BINGAMAN addressed the Chair.

The PRESIDING OFFICER. Who
yields time?

Mr. BINGAMAN. Mr. President, I
yield myself up to 10 minutes.

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

Mr. BINGAMAN. Mr. President, I
want to change the subject just slight-
ly in this debate and talk about a dif-
ferent aspect of why I believe the
Democratic alternative being proposed
here is preferable to the bill which was
reported by the Finance Committee.
That is because, as I see it, the Finance
Committee bill has in it what have
been referred to as fiscal ‘‘time
bombs,” which would explode the size
of the revenue loss as we move into the
next century.

Our bill, our alternative, the Demo-
cratic alternative, tries to eliminate
those fiscal time bombs, and in doing
so is more fiscally responsible for the
long-term future of the country.

Let me talk about that aspect of it
slightly. I do so first with this chart
that I have here. This chart shows tax
cuts—the Senate bill; this is the bill we
are debating and getting ready to vote
on here either late tonight or tomor-
row—shows that the tax cuts in this
Senate bill are heavily backloaded.

What that means is that, although
the budget agreement calls for $85 bil-
lion in tax cuts in the next 5 years,
through the year 2002, it calls for $250
billion in tax cuts up through the fol-
lowing 5 years, up to 2007, and if you
take the next 10 years and look at what
happens in that period so that you have
the full 20-year period in mind, it goes
to $830 billion in tax cuts and lost rev-
enue to the Treasury. That is what we
mean by backloaded.

You say, why are we losing that
much revenue? What is there in this
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tax bill that is costing that much rev-
enue? Here are three of the main rea-
sons why we are losing that revenue.

Of course, this chart only goes
through the year 2007, but it shows
that the alternative minimum tax, of
course, the change there is losing $15
billion, the change in the capital gains
is losing $24 billion in this second 5-
yvear period, and the change in the
IRA’s is losing $45 billion.

I want to talk a moment about the
provisions in this bill related to IRA’s
and how we are going about losing that
much money.

We are losing it primarily because of
a provision in this bill that is called
the IRA Plus—the IRA Plus. People
need to understand a little bit about
the IRA Plus.

Mr. President, there are two kinds of
IRA’s that are available to any of us
today in America. One is a deductible
IRA where you are able to deposit into
your individual retirement account
money before you pay tax on it. That is
deductible money, deductible from
your tax return.

The other, of course, is a nondeduct-
ible IRA. You can deposit up to $2,000.
If you do not use the deductible IRA,
you can deposit up to $2,000 in a non-
deductible IRA. That is money that
you have already paid tax on.

You can have either under current
law.

Let me just talk a moment about the
deductible IRA. Under current law, all
taxpayers with incomes below $50,000—
that is joint filers—so a family that
earns less than $50,000 or reports in-
come of $50,000 may make a deductible
contribution to an IRA. They can put
up to $2,000 in an IRA every year with-
out paying tax on that money. That
can be saved by them for their retire-
ment into the future. They do not have
to take it out, do not have to begin
taking it out until they are over 70
years old. That is a very good benefit.

All ratepayers who are not covered
by an employer-sponsored plan may
make deductible contributions regard-
less of their income level. So we are
saying that if you are not covered by
any kind of employer-sponsored plan,
you can go ahead and deposit your
$2,000, take the tax deduction under
current law, and you are not penalized.
This covers over 70 percent of all of
those who are eligible, so that 70 per-
cent of the people filing tax returns
today can take this $2,000 deductible
contribution if they so choose.

Under the proposals in this bill on de-
ductible IRA’s, all taxpayers then with
incomes below $100,000—we are essen-
tially doubling or increasing by twice
the income level for joint filers—and
any family with an income up to
$100,000 can make a deductible con-
tribution to an IRA. All taxpayers who
are not covered by an employer-spon-
sored plan may make deductible con-
tributions regardless of the income
level.

The estimate here is that we are now
talking, under the proposed bill, of 90
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percent of all taxpayers, 90 percent of
all families will be eligible to make de-
ductible contributions.

We are going next, Mr. President, to
the real clincher in this so-called IRA
Plus.

An IRA Plus is a nondeductible IRA.
It is not a deductible IRA. It is not the
kind of IRA that is available to people
who have $100,000 or less in income or
who are covered by an employer-spon-
sored retirement plan. This is aimed
primarily at those who earn over
$100,000 in income and who have em-
ployer-sponsored retirement plans al-
ready.

Current law says that you can go
ahead and deposit your $2,000 each
year. That money compounds, that
money gains interest or capital gains
of whatever kind until such time as
you start drawing the money out, at
which time you pay tax on it.

The proposal in here, IRA Plus, says
that not only can you have this, you
can have it in a particularly attractive
way.

First of all, we are going to let you
take any IRA you have now and con-
vert it into an IRA Plus if you want to
and pay the tax that is due up to Janu-
ary 1, 1999. You have to pay it during
the 5 years that it is covered by this
budget plan so we can take full credit
of those funds in deciding whether we
have balanced the budget, but you can
pay that, and then once you have set
that up, the nondeductible IRA is no
longer taxable.

There is no tax owed when you real-
ize a gain. There is no tax owed when
you distribute money out of that IRA.
There is no tax owed when you spend
the money. We are setting up essen-
tially, Mr. President, our own version
of a Swiss savings account or a Swiss
bank account.

We have all read about people with
lots of money who go to Switzerland
and set up a bank account so they can
avoid taxes that way. They will not
have to do that anymore. They can just
set up an IRA Plus, put money in
there, and then any gain they realize
on that for the rest of their life is not
taxable.

This is the only place in our tax law,
as far as I know—I am not an expert on
tax law—but as far as I know there is
no place else in our tax law where we
set up this kind of a provision, where
we say if you put money in one of these
accounts we will no longer charge you
any tax on that or on the gains from
that money for the rest of your life.
This is what the IRA Plus is. This is
why this bill is so heavily backloaded.

Clearly, this is a fiscal time bomb.
There is no other way to look at it.
There is no justification, in my view,
for us putting this kind of a benefit in
for individuals who have over $100,000
in income and who are also covered by
another employer-sponsored retire-
ment plan. This is a provision which is
not, as I understand it, in the House
bill that is being considered on the
House side.
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I hope very much later in the debate
today I can offer an amendment to try
to strike this provision from our own
bill. If we do strike this provision, we
will deal with a great deal of the prob-
lem that exists in the Finance Com-
mittee bill in the backloading of this
provision. It will be much more fiscally
responsible to eliminate this provision,
and clearly it will be fair to working
Americans at all income levels.

I still want all Americans to have the
right to deposit the $2,000 after tax into
an IRA, just as they can under present
law. That is entirely appropriate. But
they ought to have to pay tax on the
earnings from that as they do today.

Mr. President, I hope this amend-
ment is seriously considered when I do
get a chance to offer it later in the
evening. I also believe that the fact
that we are eliminating this IRA Plus
in the alternative that the Democrats
are offering today is a major reason
why I am planning to support that al-
ternative.

I commend Senator DASCHLE for put-
ting it forward today, and I yield the
floor.

Mr. NICKLES. Mr. President, I yield
myself 10 minutes.

Mr. President, first, I wish to urge
my colleagues to vote no on Senator
DASCHLE’s substitute. I started to call
it the Democratic substitute. I hope
that is not the case. I really truly hope
that is not the case, because we passed
a bipartisan bill, one that had Demo-
crats and Republicans supporting it.

For those people that are saying this
bill that was passed is for the wealthy
and so on, that is absolutely hogwash.
This bill that we passed in the Finance
Committee is very family friendly. The
bulk of the benefits, over 80 percent of
the benefits, are for families with kids
and/or education. The child tax credit,
for example, starts phasing out with
families or individuals that have in-
comes above $75,000. Personally, I
think it should be for all families, but
we did not make it that way. I think
we should make it for all families.
Upper-income people will not get it.

So this idea that we are just bene-
fiting upper-income people is abso-
lutely not true. Upper-income people,
the highest-income people, do not get
the family tax credit. Everybody else
does. I think we should make it apply
to everybody, but we didn’t. There are
income limits on that.

There are income limits on the edu-
cation tax incentives. They start phas-
ing out with individuals at $40,000 and
couples at $80,000. A lot of times we
will not be able to tell our constituents
that everybody gets this. People with
incomes up to $40,000 will get it if they
are individuals or couples at $80,000,
but above that they might not. We can-
not brag about this too much because
not all Americans get the education in-
centive. Not all Americans get the
child tax credit. I tell you, a lot more
Americans will get these tax benefits
under the package that is before the
Senate, the bipartisan finance com-

CONGRESSIONAL RECORD — SENATE

pany, than under Senator DASCHLE’S
alternative.

Senator DASCHLE’s alternative is re-
distribution of wealth. It is not a tax
cut for taxpayers. It is using the tax
system so we can channel more money
to people that do not pay taxes in the
first place. It is kind of complicated be-
cause he says we want people to get the
child care tax credit, and then we also
want them to get the earned-income
credit in addition to that. Wait, what
is he doing? On the child care tax cred-
it, that is only $250. Ours is $500. Now,
there is a little difference here. Ours is
for $500, his is for $250. Ours apply to
children up to age 18 and below age 13
everybody gets $5600. In Senator
DASCHLE’s approach, they get $250. If
they put it in an IRA, they get $350.
That is the Government telling people
what to do. Nobody gets any benefit
under Senator DASCHLE’s proposal if
they are between ages 13 and 18 until
the next century—until the year 2000.
That does not make a lot of sense. He
says he has a child credit, but it is only
$250; but if you are 14 years old, you do
not get anything under their proposal.

Why? Well, the reason why he did
that is to have the credit be refund-
able. I urge my colleagues when they
say tax ‘‘credit refundable,” really
what they mean is we want to have a
spending program. This is not a pro-
gram to cut taxes. It is a program for
Uncle Sam to spend money through the
tax credit.

President Clinton likes this. There is
a big increase in the so-called earned-
income credit. I hope we change the
name of that section of the Tax Code
later on today or tomorrow. But they
use that Tax Code as refundable tax
credit to write people checks.

My colleagues on the Democrat side
said we want to give whatever child tax
credit and earned-income credit on top
of that so Uncle Sam can continue
writing more checks. I ask unanimous
consent to have printed in the RECORD
at the conclusion of my statement, a
chart showing how much the earned-in-
come credit has expanded in the last
several years.

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

(See exhibit 1.)

Mr. NICKLES. In 1990, the maximum
benefit was $953 for a family with 2 or
more children. In 1993 it was $1,511.
This year, the maximum benefit for
two children is $3,680, and 90 percent of
that is not a tax credit. It is Uncle Sam
writing a check. It is not reducing
somebody’s tax liability. In most cases
these are not Federal income tax li-
abilities, but Uncle Sam writing a
check. Somebody said that is to make
up for payroll taxes. They pay Social
Security taxes, yes, 7.65 percent, but
the tax credit is 40 percent, far and
above what they pay in Social Security
taxes.

I just mention to my colleagues, this
is the welfare program, and our col-
leagues supporting Senator DASCHLE’S
amendment want to expand it. They
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want to give a child care tax credit and
expand the earned-income credit, give
both, so they can say we are giving
money to low-income people. The Tax
Code should not be for redistribution of
wealth. If we are going to have a tax
cut, it should be for taxpayers.

They say this plan that passed the
Finance Committee is unfair because it
advantages upper income. Absolutely
false. Eighty-two percent of this pack-
age in the first 5 years falls to families
with incomes less than $75,000 or
$80,000; 75 percent of the whole package
falls to families less than $75,000.

Then a couple of comments, well, it
benefits the wealthy. They do well be-
cause we have capital gains. Absolutely
false. I ask unanimous consent to have
printed in the RECORD another chart,
showing the highest 10 percent of the
taxpayers pay 47 percent of the tax.

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

(See exhibit 2.)

Mr. NICKLES. How much of the ben-
efit do they get out of this tax bill?
The highest 10 percent pay almost half
the tax. How much benefit do they get
out of this bill: 13 percent. The highest
1 percent, the wealthiest people in this
country, what percentage of the tax do
they pay? They pay 18 percent. How
much benefit do they get out of this
bill? They pay 18 percent. Of the total
tax bill of this cup, the highest 1 per-
cent pay 18 percent of the total income
tax. How much benefit do they get out
of this bill: Two percent. Mr. President,
the wealthy are not making away like
bandits on this.

This is a family-friendly tax bill. If
one believes that we should put the
majority of this money in to help fami-
lies, we have done it in the Finance
Committee package. We have done it
with the tax credit that says if you
have 3 children you get $1,500 that you
get to keep, that you get to save, and
if you pay $1,500 in income tax, a little
over $100 a month, you get to keep it.
It is yours. You decide how to spend it.
That is in the bill that passed the Fi-
nance Committee.

You can go to your constituents, as
long as their incomes are less than
$75,000 and say, what is your income
tax, look at your W-2. If you have two
kids, that is $1,000 a year you get to
keep. If you have four kids, that is
$2,000 of your money that you get to
keep. That is in our proposal. It is not
in the Democrat proposal. Senator
DASCHLE’s proposal is $250 for the first
couple of years, $350 maybe if you put
it into an IRA.

Mr. President, there is no comparison
between these two packages. Unfortu-
nately, Senator DASCHLE’S proposal is
really redistribution of wealth. It is
not a tax cut. The Finance Committee
proposal that we have is not perfect,
but at least it is very family friendly.
The $500 tax credit is real. It will apply
to all families up to incomes of $75,000,
where we start phasing it out, $110,000
for couples on the child tax credit.

I urge my colleagues to reject the
DASCHLE amendment, have bipartisan
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support and overwhelmingly vote for
passage of this bill and overwhelmingly
reject another income redistribution
scheme that is propagated by my col-
leagues on the other side.

I might mention, as well, Mr. Presi-
dent, most of the people who have spo-
ken out in favor of Senator DASCHLE’s
amendment, one, voted for the 1993 tax
bill which was not a tax cut, it was a
tax increase. They really have not been
interested in tax cuts. They have been
interested in tax increases. If you look
at this proposal that they have, it is
really trying to figure out how can we
take more money from some people
and give to somebody else. It is redis-
tribution.

Mr. President, I urge my colleagues
to vote no on their proposal and to sup-
port the proposal that was reported out
of the Finance Committee.

I yield the floor.

EXHIBIT 1

EARNED INCOME CREDIT—TWO OR MORE CHILDREN

[Historical]

. ! Min. in- Max. in-

Year Cregétmper— Mzmﬁm come for ~ come for Pm%%]gt

max. credit max. credit

10.00 $400 4,000 $4,000 $8,000
10.00 400 4,000 4,000 8,000
10.00 400 4,000 4,000 8,000
10.00 500 5,000 6,000 10,000
10.00 500 5,000 6,000 10,000
10.00 500 5,000 6,000 10,000
10.00 500 5,000 6,000 10,000
10.00 500 5,000 6,000 10,000
10.00 500 5,000 6,000 10,000
11.00 550 5,000 6,500 11,000
11.00 550 5,000 6,500 11,000
14.00 851 6,080 6,920 15,432
14.00 874 6,240 9,840 18,576
14.00 910 6,500 10,240 19,340
14.00 953 6,810 10,730 20,264
17.30 1,235 7,140 11,250 21,250
18.40 1,384 7,520 11,840 22,370
19.50 1,511 7,750 12,200 23,049
30.00 2,528 8,425 11,000 25,296
36.00 3,110 8,640 11,290 26,673
40.00 3,564 8910 11,630 28,553
40.00 3,680 9,200 12,010 29,484
40.00 3,804 9,510 12,420 30,483
40.00 3,932 9,830 12,840 31,510
40,00 4,058 10,140 13,240 32,499
40,00 4,184 10,460 13,660 33,527
40,00 4,320 10,800 14,100 34,613

Source: Joint Committee on Taxation.

Provided by Senator Don Nickles, 06/26/97.

EXHIBIT 2
DISTRIBUTIONAL EFFECTS OF FINANCE TAX BILL
1997-2002 1997-2002
Total Percent ~ Cumm  Percent

CHANGE IN TEXES IN MILLIONS
Income Category:
Less than $10,000 73 -0 73 -0
$10,000 to $20,000 (6,408) 5 (6,335) 5

$20,000 to 30,000 (13,667) 11 (20,002) 15
$30,000 to 40,000 (22,241) 17 (42,243) 33
$40,000 to 50,000 (20,309) 16 (62,552) 48
$50,000 to 75,000 (39,676) 31 (102,228) 79
$75,000 to 100,000 (20,217 16 (122,445 94
$100,000 to 200,000 . (5,386) 4 (127,831) 98
$200,000 and over ......... (1,965) 2 (129,796) 100

L LL17:L I (129,800) 100 s i

Income quintile:
Lowest ...
Second

(639)
(9,173)

Third .. (29,261)
Fourth (46,437)
highest (44,390)

Total oo (129,799)
Highest 10% (16,430)
Highest 5% . (4,087)
Highest 1% . (2,066)

TAX BURDEN IN BILLIONS
Income Category:
Less than $10,000 .......... 30 0 30 0
$10,000 to $20,000 ........... 191 2 221 3
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DISTRIBUTIONAL EFFECTS OF FINANCE TAX BILL—

Continued
1997-2002 1997-2002
Total Percent ~ Cumm  Percent
$20,000 to $30,000 .......... 442 5 663 8
$30,000 to $40,000 . 622 8 1,285 16
$40,000 to $50,000 . 654 8 1,939 24
$50,000 to $75,000 . 1,578 20 3,517 1
75,000 to $100,000 1,281 16 4,798 59
100,000 to $200,000 .. 1,639 20 6,437 80
200,000 and over .. 1,638 20 8,075 100
8,077 100
Income Qunitile:
Lowest .. 60 1 60 1
Second .. 340 4 400 5
Third 874 11 1,274 16
Fourth ... 1,614 20 2,888 36
Highest . 5,190 64 8,078 100
Total . 8,077 100
Highest 10% .. 3,782 47
Highest 5% 2,756 34
Highest 1% ... 1,436 18

Mr. LAUTENBERG. Mr. President, I
rise as a cosponsor of the Daschle
amendment, which would provide sig-
nificant tax cuts for ordinary, middle-
class families, without leading to ex-
ploding deficits in the future.

Mr. President, throughout this Na-
tion, millions of middle-class families
are struggling simply to live the Amer-
ican dream. They love their children,
but they don’t see them very much.
They work long hours. They’re trying
to save for their retirement, and their
kids’ education. But they’re having a
hard time just paying their bills, and
making ends meet.

Mr. President, these are the people
who most need tax relief.

And yet, Mr. President, those are not
the people who get the bulk of the re-
lief in the underlying bill, as reported
by the Finance Committee. The com-
mittee’s bill provides more benefits to
those in the top 1 percent of the popu-
lation than to the entire lower 60 per-
cent, combined. That’s not right. And
this amendment would correct the
problem.

Mr. President, this amendment pro-
vides many of the same types of tax
cuts that are included in the Repub-
lican plan. And the total amount of tax
relief is roughly the same. But the pro-
visions are structured differently, to
give most of the benefits to ordinary
Americans.

The Democratic alternative provides
a $500 tax credit for children. But, un-
like the Republican version, it makes
the credit available for working fami-
lies with little or no tax liability.

The Democratic alternative provides
significant tax relief to help Americans
handle the costs of higher education.
And it provides substantially more
benefits for those attending lower-cost
community colleges than the Repub-
lican legislation.

The Democratic alternative would
cut the capital gains tax rate. But, un-
like the Republican version, it gives
most of its benefits to the middle class,
not the very wealthy.

The Democratic alternative also re-
duces estate taxes. But instead of lav-
ishing huge breaks on the heirs to mul-
timillion dollar estates, it focuses ben-
efits on small businesses.
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Mr. President, another advantage of
the Democratic alternative is that it
costs do not explode in the out years.
The underlying bill has several provi-
sions the costs of which increase sub-
stantially in the future, such as the so-
called backloaded IRA and capital
gains breaks. This problem is addressed
in the Democratic alternative, which is
much more fiscally responsible.

So, Mr. President, in many ways the
Daschle amendment is a far superior
alternative to the underlying bill, and
I would urge my colleagues to support
it.

Mr. President, while I have the floor,
I wanted to take just a few minutes to
discuss the first reconciliation bill that
the Senate approved yesterday.

Mr. President, as one of the principal
negotiators of the bipartisan budget
agreement, it pained me to have to
vote against the first reconciliation
bill. Unfortunately, that bill went far
beyond the bipartisan budget agree-
ment, to a point that I felt I could not
support it in good conscience.

I am especially concerned, Mr. Presi-
dent, that the first reconciliation bill
includes substantial changes in Medi-
care—changes that have not been ade-
quately considered, and that could be
very harmful to the program, and to
the millions of Americans whose health
will depend upon it in the future.

For example, the bill would elimi-
nate Medicare coverage for individuals
aged 65 and 66. Yet it provides no alter-
native for these people. This could
leave millions of older Americans with-
out access to affordable health insur-
ance. And that’s not right.

The bill also would encourage higher
income beneficiaries to leave the pro-
gram, by completely eliminating all
subsidies of their premiums. That
could undermine Medicare’s universal
support, and lead to a two-tier system
in which sicker, less wealthy seniors
would be forced to pay more for less.
And that’s not right.

Finally, the bill would create a sub-
stantial economic burden for many
frail and sick elderly Americans, by es-
tablishing a new copayment for home
health benefits. This copayment could
cost up to $760 per year—a substantial
percentage of many seniors’ income.
And that copayment would come on
top of an already substantial increase
in premiums called for under the bill.

Mr. President, that’s just not right.

Mr. President, none of these provi-
sions was included in the bipartisan
budget agreement. And none have real-
ly been seriously debated in the 105th
Congress. The public has had little op-
portunity for input on this, and most
Americans probably don’t even know
what’s being considered in the Senate.

Mr. President, let me make one thing
clear. There is no question that we will
have to make changes to the Medicare
program as the baby boomers reach re-
tirement age. However, changes like
these are too important to rush
through Congress as part of a reconcili-
ation bill that must be considered
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under very expedited procedures. These
are serious issues that deserve serious
attention and public input.

Mr. President, I am hopeful that the
final version of the first reconciliation
bill will not include most of these prob-
lematic provisions. The President, and
many in the House of Representatives,
share many of my concerns about the
Medicare changes. And so I continue to
hope that these provisions will be
eliminated in the final version of the
legislation, and that I will be able to
support it.

Mr. ABRAHAM. Mr. President, I have
spoken previously about the problems
associated with the Treasury Depart-
ment’s use of the concept called family
economic income in assessing the dis-
tributional impact of the Taxpayer Re-
lief Act. Under this controversial ap-
proach, the Treasury Department arti-
ficially inflates income by adding to it
the value of fringe benefits, retirement
benefits, unrealized capital gains, and
the imputed rent on homes. The effect
of this is to make middle-income wage
earners appear to be richer than they
really are. So if you get a tax cut under
the Taxpayer Relief Act, the Treasury
Department classifies you as ‘“‘rich.”

Under normal methods of measuring
income used by the Joint Committee
on Taxation, the CBO, and most pri-
vate sector forecasters, this tax cut
overwhelming by benefits middle-class
families. Under this bill, 75 percent of
the tax cut goes to people making
$75,000 or less. And 82 percent of the tax
relief goes directly to families with
children. Those are the facts.

Mr. President, I ask unanimous con-
sent that a study by economist Bruce
Bartlett, which debunks the Treasury’s
use of this flawed concept, be printed
in the RECORD.

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

TREASURY’S DISTRIBUTION TABLES DON’T ADD
Up
(By Bruce Bartlett)

One of the most important factors in eval-
uating tax legislation is the distributional
impact of the tax changes. Toward this end,
the Treasury Department and Congress’s
Joint Committee on Taxation (JCT) produce
tables! showing the effects of tax cuts and
tax increases on people with different in-
comes. The purpose of these tables is to help
give legislators a sense of how a given tax
bill will actually affect the well-being of
their constituents. As a result, distribu-
tional tables have enormous political impor-
tance and often are critical in determining
both the size and shape of tax legislation.

Unfortunately, the process of producing
distributional tables is fraught with dif-
ficulty. There are serious conceptual prob-
lems in determining what is income, what is
the appropriate tax unit for analysis, and the
incidence of taxation. there are no clear-cut
answers to these questions, and thus there is
a great deal of arbitrariness in choosing
what to include or exclude in putting to-
gether a distributional table. However, dif-
ferent assumptions can lead to wide dif-
ferences in how tax legislation appears to

1Tables in this article are not reproducible in the
Congressional Record.
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impact on taxpayers. These assumptions are
seldom spelled out explicitly either to pol-
icymakers or the general public.

In recent days, the Treasury Department
has been highly critical of the tax bills being
considered by Congress. The Treasury alleges
that the benefits of the tax legislation ap-
proved by the House Ways and Means Com-
mittee and the Senate Finance Committee
are skewed too heavily toward the rich and
too little toward the poor. As Treasury Sec-
retary Bob Rubin told the House Ways and
Means Committee Chairman Bill Archer on
June 11: “We think this package dispropor-
tionately benefits the most well off in soci-
ety at the expense of working families.” Ac-
cording to the Treasury analysis, 67.9 per-
cent of the Ways and Means bill and 65.5 per-
cent of the Finance Committee bill would go
to the richest 20 percent of families.

There are serious problems with the Treas-
ury analysis, however, that cast grave doubt
on its validity. Much of this relates to the
concept of income as ordinary people under-
stand it, or even to the concept of income ev-
eryone uses on their tax returns. For this
reason, the Treasury analysis offers a very
misleading picture of how pending tax legis-
lation will actually impact on people.

The basic concept of income most people
are familiar with is Adjusted Gross Income
(AGI), because that is what the Internal Rev-
enue Service uses to determine tax pay-
ments. AGI includes wages, salaries, taxable
interest, dividends, alimony, realized capital
gains, business income, pensions and other
familiar forms of income. Treasury starts
with AGI but adds to it many forms of in-
come that are not included on tax returns
and that most taxpayers would not consider
to be income at all. These include the fol-
lowing:

Unreported income. This includes the in-
comes of people whose incomes are too low
to require them to file tax returns as well as
income that taxpayers fail to report. These
adjustments increase AGI by about 13%.

IRA and Keogh deductions. These are nor-
mally deducted from gross income before
AGI is calculated. However, Treasury treats
them as if they are not deductible. Treasury
also counts as income the return to previous
IRA and Keogh contributions that remain
undistributed.

Social Security and AFDC. For most tax-
payers, Social Security benefits are not tax-
able. However, Treasury treats everyone’s
benefits as if they are taxable. AFDC (Aid to
Families with Dependent Children) is the
Federal Government’s principal welfare pro-
gram. It is also treated as if it is taxable in-
come.

Fringe benefits. These include such things
as employer-provided health benefits, life in-
surance and pensions that are presently tax-
exempt.

Tax-exempt interest. Most interest on mu-
nicipal bonds is free of federal income tax,
however Treasury treats such income as if it
were taxable.

Imputed rent. This is the ‘‘income’ home-
owners allegedly receive in the form of rent
they pay to themselves. In other words, all
taxpayers living in their own home are treat-
ed as if they were renters who rent out their
home to someone else.

Unrealized capital gains. Capital gains are
only taxed when realized. But Treasury
counts unrealized gains as if they were real-
ized annually.

Retained earnings. Owners of corporate
stock are assumed to receive 100% of cor-
porate profits, even though much of that
profit is never paid out to them in the form
of dividends but is retained by the corpora-
tion.

The result of all these changes is to in-
crease AGI by about 50%. In other words, in
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the aggregate, all taxpayers are 50% richer
than their tax returns say they are. The ef-
fect of this is to make many taxpayers of rel-
atively modest means appear to be rich in
Treasury’s distribution table. For example,
the number of taxpayers with incomes over
$100,000 is three times higher under Treas-
ury’s definition of income than under the
normal definition used on tax returns.

Although FEI generally increases income
far beyond what most taxpayers would rec-
ognize by including unfamiliar forms of in-
come, Treasury also excludes much income
that taxpayers do find familiar. For example,
pensions and dividends are not treated as in-
come. Since pension contributions and all
corporate profits are already attributed to
taxpayers, including pension and dividend
payments as well would constitute double-
counting.

The effect of Treasury’s methodology is to
make many people with very low incomes
appear to pay a lot of taxes. For example,
any retired person living on pensions and
dividends pays taxes on such income cur-
rently. But under Treasury’s distribution
table their income completely disappears.
However, since their tax liability is un-
changed, they appear to be paying an ex-
tremely high effective tax rate when they ac-
tually are not. Thus FEI not only makes
many people with modest incomes appear to
be rich, it also makes many people with
modest incomes appear to be poor.

Another anomaly is that capital gains on
corporate stock are excluded from income
because all gains are assumed to result from
retained earnings. Since such earnings are
already attributed to shareholders, counting
capital gains would constitute double-count-
ing. The problem is that when shareholders
sell stock it may represent many years of
earnings, leading to a large tax liability. The
effect, is to make people realizing capital
gains appear to be much more heavily taxed
than they actually are.

Finally, although Treasury includes im-
puted rent from homeowners, it does not
make the same adjustment for those living
in public housing. In fact, all non-cash wel-
fare benefits except food stamps are excluded
from FEI. Yet such benefits are economi-
cally very significant. According to the Cen-
sus Bureau, in 1995 non-cash benefits reduced
the number of people living in poverty from
36.4 million to 27.2 million. The effect of ex-
cluding non-cash benefits from FEI is to
make many poor people appear to be utterly
destitute.

Although Treasury’s unusual definition of
income is the main reason why its distribu-
tion tables make the Ways & Means Com-
mittee and Finance Committee tax bills ap-
pear to largely benefit the rich, there are
also other reasons. The most important is
that Treasury assumes that the tax bill is
fully effective in 1998. However, many provi-
sions of the tax legislation do not take effect
for many years. This makes the tax cut ap-
pear much larger than it actually is.

Thus Treasury’s distribution table is based
on a tax cut of $71.2 billion in the case of the
Ways & Means Committee bill and $60.8 bil-
lion in the case of the Finance Committee.
Yet according to the JCT, the Finance Com-
mittee bill would actually increase federal
revenue slightly in 1998. Even in the year
2007, when the tax cut is fully phased-in, it
would only lower federal revenues by $40.2
billion. Thus Treasury’s distribution table
implies a tax cut between 50% and 100% larg-
er than it actually is.

A major reason for this anomaly is capital
gains. Under current law, capital gains are
only taxed when realized. But Treasury as-
sumes that all capital gains, even those that
are unrealized, should be taxed annually.
Thus any reduction in the capital gains tax
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rate automatically reduces federal revenue,
regardless of its effect on realizations and
actual government receipts.

However, experience shows that capital
gains realization are highly sensitive to
changes in the capital gains tax rate. Reduc-
tions in the tax in 1978 and 1981, as well as
the rate increase in 1996, had enormous ef-
fects on realizations and, hence, revenues.
Even Treasury admits that lowering the cap-
ital gains tax rate, as proposed by both con-
gressional tax bills, would temporarily in-
crease federal revenue by increasing capital
gains realizations. Yet despite the fact that
actual federal revenues rise, Treasury’s dis-
tribution table still shows owners of capital
assets getting a big tax cut. In effect, Treas-
ury assumes that all capital gains—including
those induced by the lower tax rate—would
have been realized anyway.

The JCT wuses this same methodology,
which has the effect of making those paying
more in capital gains taxes appear to be pay-
ing less. Professor Michael Graetz of Yale
Law School has been very critical of this
methodology. He points out that in 1990 the
JCT’s distribution table showed President
Bush’s proposed cut in the capital gains tax
giving taxpayers a $15.9 billion tax cut, al-
though its own estimate showed that federal
revenues would be lower by at most $4.3 bil-
lion. Based on this contradiction, Graetz
constructed the chart shown in Figure II. As
one can see, those with incomes about
$200,000 appear to be getting a tax cut four
times larger than their actual reduction in
tax liability could possibly be.

In short, Treasury’s distribution tables
bear no relationship to reality. While they
may serve some purely academic purpose,
they fail to convey to policymakers any
sense of how real people are actually affected
by proposed tax changes. They make some
people appear to be much wealthier than
they actually are and others poorer. Any or-
dinary persons looking at one of these tables
will have no real idea of where they them-
selves stand, and will have a very distorted
picture of how the proposed tax changes will
affect them.

Professor Graetz believes that the method-
ology for creating distribution tables is so
deeply flawed that they should be abandoned
altogether during the legislative process. As
he writes, “The information transmitted to
policymakers through the current practice
of producing distributional tables is simply
bad information.” Instead, it would be better
to stick to known concepts of income, such
as AGI, that taxpayers are familiar with and
produce illustrative examples of how tax-
payers in different circumstances will fare
under proposed tax changes. This will at
least convey an accurate picture of how such
changes will affect specific taxpayers. If dis-
tributional tables are produced, it should
only be after the fact, showing the true im-
pact of a tax change on actual taxpayers.

Another reason to abandon distributional
tables because they have a tendency to domi-
nate the tax legislative process to the exclu-
sion of everything else. Sound principles of
tax policy are routinely cast aside, the im-
pact of taxes on the economy gets short
shrift, and the tax code is made even more
complex just to make the tables look right.

A good example of this is the Earned In-
come Tax Credit (EITC). The ETIC gives low-
income workers a credit against their taxes
of up to $3,556. However, if their actual in-
come tax liability is less than this, they get
a refund of the difference. Thus if a worker
qualifies for $2,000 in EITC but only owes $800
in taxes, she get a check from the Treasury
for $1,200.

This year the EITC is expected to cost the
federal government $26 billion. Of this
amount only $3.6 billion actually offset peo-
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ples’ tax liability. The rest, $22.4 billion, will
be ‘“‘refunded’ to taxpayers who have no tax
liability and get a check from the govern-
ment instead. In other words, although it is
a provision of the tax law, the EITC essen-
tially is a welfare spending program.

Although it is in fact a spending program,
the EITC is important for tax policy because
it allows politicians to say they are cutting
taxes for the poor even though they pay no
taxes. Indeed, some Democrats are in effect
now trying to expand the EITC so that even
more people will get government checks
from the program. The way they propose to
do this is by saying that taxpayers will be al-
lowed to use the proposed child credit before
calculating the EITC.

Under the Republican tax bill, all families
with children would receive a credit against
their income taxes of up to $500 per child.
However, the credit would not be refundable.
Families owing no taxes due to the EITC or
other tax provisions would not be able to use
the credit because they have no liability to
offset. Under the Democrats’ plan, if a fam-
ily uses the child credit to eliminate their
income tax liability before calculating the
EITC, they will get a larger EITC check from
the government.

Since those with low incomes pay no in-
come taxes to begin with, the only way they
can get a tax cut is by making it refundable.
That is why the Democrats appear to offer a
bigger tax cut to those with low incomes.

Republicans respond that expanding the
number of people getting a check from the
government is no way to conduct tax policy.
They are right. But the bigger problem is the
obsession with the distributional effects of
tax legislation, to the exclusion of all other
considerations.

In conclusion, the debate over the distribu-
tional effects of Congress’s proposed tax cut
is highly misleading. Because the measure of
income and which Treasury’s distribution ta-
bles are based has no relation to the average
person’s concept of income—or the IRS’s—
many of the ‘“‘rich’ are in fact people with
middle incomes, as are many of those who
appear to be ‘‘poor’ in its analysis. This in-
sofar as they purport to tell taxpayers how
the tax bills would actually affect them,
they are utterly worthless.

Mr. DODD. Mr. President, I rise
today in support of the Daschle alter-
native tax cut amendment. First, let
me commend the Finance Committee
on the job it’s done. Chairman ROTH
and Senator MOYNIHAN should be com-
mended for their efforts to craft a bi-
partisan bill, something that the other
body failed to achieve in their tax-writ-
ing committee.

Clearly, the Finance bill is better
than the bill offered in the House in
several respects. However, I believe we
can do better, and we must do better to
assist America’s working families. And
that is what the Daschle substitute is
all about. It offers families fair and eq-
uitable tax relief.

And let’s be honest: even in the midst
of the strongest economic recovery of
the century, many families at the
lower income levels are still strug-
gling. They worry about job security,
pensions, meeting the costs of higher
education, and finding good quality
child care. Appropriate, targeted tax
relief for these families can help them
meet these challenges.

The House and Senate bills, regret-
tably, shower most of their tax cut
benefits not on working families, but
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on those who least need relief. They
deny relief to taxpayers and small busi-
nesses in the middle and at the bottom
of the income scale. The Finance Com-
mittee bill grants 65 percent of its tax
cuts on the wealthiest 20 percent of the
population.

Mr. President, the Daschle amend-
ment seeks to right these wrongs by
bringing relief to working Americans
and small businesses. Unlike the com-
peting proposals, the DASCHLE amend-
ment promotes fairness and puts work-
ing families first. In contrast to the Fi-
nance Committee bill, our amendment
provides 65 percent of tax relief not to
the most affluent 20 percent, but to the
middle 60 percent. That’s about twice
as much tax relief for the middle class
as the Republican Finance Committee
proposal.

Under the Daschle amendment, the
affluent would get their fair share of
the tax cuts, but no more. The top 1
percent of taxpayers would only re-
ceive 1 percent of the tax cut, com-
pared to the Archer and Roth proposals
which give 19 percent and 13 percent,
respectively, of their tax cut to the top
1 percent of income earners.

But fundamentally this debate isn’t
about statistics. It’s about meeting
vital family needs and providing addi-
tional resources to meet the many
challenges they face. The Daschle
amendment strengthens families and
puts working families first. It provides
payroll tax relief by making the child
tax credit refundable against all pay-
roll taxes, not just income taxes. An
average family of four earning $35,000
pays $2,700 in income taxes, and an-
other $5,300 in payroll taxes. These are
the families who desperately need tax
relief, and these are the families who
would benefit from the Daschle amend-
ment. This provision alone would ex-
tend the child tax credit to 10 million
more children and families.

The House Ways and Means and the
Senate Finance bills deny credit to
many working families. Families mak-
ing less than $25,000 would receive no
credit due to their negligible income
tax liability. Further, these bills would
cut the child credit for families quali-
fying for the Earned Income Tax Cred-
it.

There are few issues more critical to
American families than education. The
Daschle amendment recognizes this
and provides $10 billion more in edu-
cation benefits to working American
families. The Daschle amendment pro-
vides more for school construction,
more for Pell grant recipients, and
more for tax credits for families to
send their children to college. The
Ways and Means and Finance bills pro-
vide less—less for school construction,
less for Pell Grant recipients, and less
for tax credits for families to send
their children to college. I think we
can all agree that unless we tap and
nurture the talents and energies of all
our people, we won’t be able to meet
the challenges of the 21st century.

The Daschle amendment also offers
fair and equitable relief to middle class



S6424

investors, small businesses, and family
farms. Under the Daschle amendment,
all investors would get the same 30 per-
cent capital gains break that the top 1
percent of income earners already
have. This proposal cuts the capital
gains rate nearly twice as deeply for
most small businesses and provides
much needed relief.

Under the Ways and Means and Fi-
nance bills, however, primarily the
wealthiest taxpayers would reap the
benefits of an across-the-board capital
gains tax cut. For example, a person
who makes $45,000 would receive an av-
erage capital gains tax cut of $255,
while one who makes $200,000 or more
would receive an average cut of $11,520.
Clearly, these bills are skewed to ben-
efit the wealthiest income earners and
disadvantage those who most need tax
relief—working families.

Further, the Democratic alternative
targets all estate tax cuts to family
businesses and family farms, in an ef-
fort to relieve the tax burden felt by
many. Again, however, the Ways and
Means and Finance bills favor the
wealthy by providing $35 billion in es-
tate tax cuts to the wealthiest 1.4 per-
cent of estate owners. Clearly, Mr.
President, we must do better to bring
relief to a much larger percentage of
estate owners in America.

Finally, Mr. President, in the midst
of providing tax relief that is fair and
equitable, it is imperative that we not
lose sight of our obligation to enact
legislation that is fiscally responsible.
The Daschle amendment allows us to
maintain the fiscal discipline we have
worked so hard to achieve in recent
years, dating back to the wise deci-
sions we made in 1993.

The Finance Committee bill is heav-
ily backloaded. The Joint Tax Com-
mittee estimates that the cost of that
measure will explode in the out years,
costing $830 billion by the year 2017. I
have grave concerns about facing the
prospect of losing some $830 billion in
revenue. And that is why I offered an
amendment during the budget rec-
onciliation negotiations which de-
manded that we adhere to our budget
agreement in which we agreed to a net
tax cut of $85 billion through 2002, and
not more than $250 billion through 2007.

Mr. President, we must be committed
to preserving the integrity of the bal-
anced budget agreement and adopt a
tax package that is fair and respon-
sible. The American people will not be
served by a budget that reaches bal-
ance briefly in 2002 and then veers back
out of balance afterward. The Daschle
amendment balances the budget by the
year 2002, and does not threaten to
push the budget out of balance beyond
2002.

Mr. President, Senator DASCHLE’s al-
ternative plan is fair, it puts families
first, and it stimulates jobs and
growth. And not least, it is not a tick-
ing time bomb that threatens to push
the budget out of balance, blowing a
hole in the deficit in later years. And
that, Mr. President, is why I urge my
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colleagues to support this fair, equi-
table, and modest measure.

The PRESIDING OFFICER. Who
yields time?

Mr. WELLSTONE. Mr. President, I
yield myself 15 minutes. I say to my
colleagues I will probably take 10 min-
utes.

How much time remains?

The PRESIDING OFFICER. Fifteen
minutes and thirty seconds.

Mr. WELLSTONE. Mr. President, I
will try and take 7% minutes and leave
7Y% minutes for my colleague.

Mr. President, I have more than
enough to say but just in response to
my good friend from Oklahoma, there
was a quote—and maybe this is the
same argument he is making—from
Speaker GINGRICH, ‘“‘When you take out
billions of dollars in tax cuts for work-
ing people and put in billions of dollars
for people who pay no taxes, that’s in-
creasing welfare spending.”” We are
talking about the child credit.

Mr. President, let me just remind the
Speaker and my good friend from OKkla-
homa, looking at CBO numbers, this is
the percentage of working families who
would not be eligible for the majority
party’s child tax credit, whose payroll
taxes exceed their income taxes. The
bottom fifth, 0 to $21,700, 99.6 percent;
second fifth, $21,000 to $41,000, 97 per-
cent.

There are a lot of working families in
the State of Minnesota and all across
this country who are not going to be
eligible for this child tax credit who
pay payroll taxes, who work hard, pay
taxes, and are, quite frankly, resentful
of this argument that is being made.
As a Senator who represents those fam-
ilies, I am especially resentful of such
an argument.

I only need to know one thing about
this tax proposal, this reconciliation
bill. In the State of Minnesota, the tax
bill excludes 41 percent of the children.
Mr. President, 607,463 children of the
1.5 million children in Minnesota would
not receive a benefit from the child tax
credit. I repeat, 607,000 children of 1.5
million children will not receive the
benefit of the child tax credit. Those
are working families.

I say to Democrats, every Democrat,
every single Democrat, and as many
Republicans as possible, ought to be
out here advocating and fighting for
those families. It is outrageous to
make the argument that they do not
pay any taxes or they are ‘‘just on wel-
fare.”” Absolutely outrageous.

Mr. President, you have heard the
figures presented out here so I do not
need to go through that again except
to say I am telling you, in the cafes in
Minnesota, when people get a close
look at this reconciliation bill they are
going to be amazed.

They are going to be really teed off
because they are going to say, wait a
minute, I thought there was going to
be tax relief for us, the small business
people, and us, working families. They
are going to find out that the lion’s
share of the benefits go to the very top,
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the folks that are the CEO’s, the multi-
national corporations who are raking
in, on the average, $3 million a year.

You know, Mr. President, I some-
times think that my colleagues believe
that if you make $100,000 a year, you
are middle class. I would be surprised if
more than 10 percent of the people in
this country make over $100,000 a year.
What about these working families?

Well, we have a proposal here that
targets these tax benefits to working
families, to small businesses, to family
farmers. I am telling you, this is one of
these moments where the differences
between the two parties make a dif-
ference. My gosh, I think a lot of peo-
ple in Minnesota are scratching their
heads and saying: Has there been a hos-
tile takeover of the Government proc-
ess in Washington, DC? We have been
hearing about all this money in elec-
tions, and we are now starting to be-
lieve that the only folks that sit down
at the bargaining table and get their
way are people who have the economic
resources, because we sure are getting
the short end of the stick.

And they are right. I hope we will get
a huge vote for this alternative.

Mr. President, let me just summarize
a couple of amendments. How much
time do I have left?

The PRESIDING OFFICER (Mr.
KEMPTHORNE). There are 10 minutes, 14
seconds remaining on the amendment.

Mr. WELLSTONE. I have about 3
minutes, I guess. Let me just mention
a couple of amendments that fit in
with this whole idea of tax fairness.

One amendment that I hope to do,
with Democrats and Republicans, is to
make sure we take the HOPE scholar-
ship program and make these tax cred-
its refundable. It is the same issue.
Think about the community college
students; many are older, going back
to school and with children. If we want
to make sure that we are really pro-
viding help to them—they are not
going to be able to take advantage of
this $1,500 because they are not going
to have that liability. If we want high-
er education to be affordable for many
of these working families, we simply
have to do that. A higher education is
so important to how our children and
grandchildren will do that I hope we
will be able to pass that amendment.

The second amendment that I want
and hope to do with Senator BUMPERS
takes the tax cuts and puts it into a
Pell grant program. We simply make
the Pell grant $7,000 a year, and that is
the most efficient, effective way of
making sure that higher education is
affordable.

The third amendment I want to men-
tion is the amendment I want to do
with Senator CAROL MOSELEY-BRAUN,
which has to do with tax credits and,
again, for school infrastructure. I say,
what are we doing with all of these tax
benefits mainly going to wealthy peo-
ple and we are not investing 1 cent into
rebuilding rotting schools across Amer-
ica? What kind of distorted priorities
are out here?
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Finally, I want to mention—in case I
don’t have a chance later on as we run
out of time—that I have an amendment
I think is real interesting, which goes
like this. If you have a company—and
please remember that average wages
rose 3 percent in 1996. Salaries and bo-
nuses of American CEOs rose 39 percent
to $2.3 million. So what I say to a com-
pany is: Look, if you want to pay your
CEO over 25 times what the lowest
wage worker makes, go ahead and do
it, go ahead and do it. Right now, we
say you can do it up to a million dol-
lars. But don’t do it on the Govern-
ment’s tax tab. You can pay your CEO
anything you want to, but when it is
above 25 times what the lowest wage
worker makes, you don’t get any tax
breaks for doing that, just as we don’t
end up getting tax breaks when some-
one mows our lawn. We don’t get to de-
duct that. What are we doing here, if
we are talking about fairness?

Well, Mr. President, the differences
make a difference. This is an out-
rageous argument that working fami-
lies paying a payroll tax are only re-
ceiving welfare payments. This is an
outrageous proposition that over
600,000 children are not going to benefit
in the State of Minnesota from this tax
credit. We are talking about a tax bill
out here that provides the lion’s share
of benefits to those people least in need
of the assistance.

Mr. President, there is no reason in
the world for Senators to be quiet on
this issue. I hope we get a very strong
vote for our amendment. I yield the
rest of my time to the Senator from—

Mr. ROTH. Mr. President—

Mr. WELLSTONE. Are we going to
rotate?

Mr. ROTH. That is correct.

Mr. President, I yield 7 minutes to
the distinguished Senator from Mon-
tana.

The PRESIDING OFFICER. The Sen-
ator from Montana is recognized for 7
minutes.

Mr. BAUCUS. Mr. President, in the
last couple of hours, in my judgment,
this debate has turned into a rather
partisan matter, with Republicans lin-
ing up on one side and Democrats lin-
ing up on the other. That is fine. I
mean, each Senator has his right to
say what he or she thinks. That is why
we all ran for office and why we are
here doing our very best for our con-
stituents.

But I also think that our people at
home want us to, as much as possible,
work together. Sure, some of us have
differences, but, as much as possible,
they want us to work together for the
best interests of the American people.
That, I think, is why the President
worked with the Congress to try to
fashion, and did fashion, a budget
agreement—an agreement which will
reduce the budget deficit by the year
2002; an agreement which contains pro-
visions that the President, the chief
Democrat in our country, wanted; and
provisions which the Republican lead-
ership in the Congress wanted. It is not
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the best agreement in the world, but
we are a democracy and democracies
sometimes are messy and uneven. But
it was a pretty good agreement, by
most Americans’ standards.

The House then attempted to put to-
gether its portion of the agreement. I
might say that the Ways and Means
Committee got pretty partisan. Demo-
crats on the Ways and Means Com-
mittee fought vociferously with Repub-
licans on Ways and Means. But the Re-
publicans have a majority of the votes,
so they won. Democrats lost, and from
the Democrats’ point of view, the bill
that came out of House Ways and
Means Committee is a pretty bad bill.

I take my hat off to the chairman of
our Finance Committee and our rank-
ing member. The chairman of our com-
mittee took a different tack. His view
is to work together. The chairman of
the Finance Committee, the Senator
from Delaware, Senator ROTH—I have
never seen anyone as fair with both
sides of the aisle, in trying to come to-
gether with a solid agreement that
made sense, near unanimous sense, to
the members of that committee. It is
wonderful. I have served with other
chairmen of the Finance Committee. I
know Senator MOYNIHAN knows of
when I speak. Sometimes that did not
happen in other Congresses. In other
Congresses, sometimes it was all Re-
publicans this and all Democrats that.
When the other side has the votes, you
can make a statement, but you lose.

In this case, Chairman ROTH worked
with the Democratic side of the aisle,
and, as a consequence, we came up with
a lot better bill—better, I say, than
what is produced in the House pursuant
to the budget agreement, agreed to by
the President and congressional leader-
ship. Why is it better? It is better be-
cause he worked with us. It is also bet-
ter for these reasons: It has a cigarette
tax, which I think most Americans
want; it gave a big chunk of dollars to
child care, to health insurance, which
people want in this country; there is a
big emphasis on education, which I
think most people in this country
want.

There are many provisions which are
very good. Now, in return for Chairman
ROTH working so hard with Senator
MOYNIHAN to put an agreement to-
gether, Chairman ROTH asked a very
reasonable question with respect to six
key points, in the final hours of put-
ting this bill together. The six key
points, very simply, dealt with a ticket
tax, cigarette tax, with unified credit,
and there are a couple others. But
there are six key points. He asked us,
would all the members of the com-
mittee agree to support that agree-
ment? He asked for a show of hands.
Every hand went up. Every member of
the committee raised his hand to sup-
port the agreement.

Now, here we are on the floor today,
Thursday afternoon, and my party
leader has come up with a very good
substitute. In many respects, I think it
is better than the bill that came out of
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the committee. But I made an agree-
ment. I pledged my honor to support
the six terms that Senator ROTH asked
us to support, so that we would come
up with a better bipartisan bill. That is
not to say I support or am bound to
support every provision of the bill. But
with respect to those six key points, I
feel duty-bound to honor that commit-
ment, and I will do so here today.

Now, if we could find a Democratic
substitute which did not contravene
any of those six points, I would prob-
ably support it. But the substitute be-
fore us does contravene those six
points. I feel, as a matter of honor,
that I cannot support the Democratic
substitute.

I must say that the bill before us—
the Finance Committee bill—is not
that bad. Remember, we are operating
under the agreement that the Presi-
dent and congressional leadership
agreed to. Given those parameters, this
is not that bad a bill. It reduces the
budget deficit, it does reduce taxes, it
gives a child tax credit, it helps edu-
cation, and it is good—not perfect, but
it is good.

Now, on down the road, we will have
opportunities to still improve upon the
bill. The President, after all, has the
authority to sign or not sign the bill. I
very much pledge to work with all
Members of Congress, with my con-
stituents at home, and with the Presi-
dent and the conferees, whoever they
may be, to keep improving upon this
bill.

I must say, Mr. President, that this
is a very difficult position to take be-
cause I do not like to be taking a posi-
tion contrary to the leader of my
party. But I do believe that it is the
right position to take. After all, we are
elected to do what’s right. In my judg-
ment, what is right is to support the
agreement I reached with the chairman
of the committee and also work to con-
tinue to improve upon this bill as it
reaches different stages of this
progress. I, therefore, will not vote for
the substitute.

Mr. MOYNIHAN. Mr. President, I
yield myself 2 minutes to say to the
Senator from Montana that his was an
immensely honorable and accurate
statement. You raised your hand, as
did we all, for $24 billion of child
health. I have been 21 years on the Fi-
nance Committee and there has never
been such a moment or such a provi-
sion. And that happened in a com-
promise in which the Republican ma-
jority agreed to a large tax increase we
could use for the child health care.

Senator ROTH was remarkable
throughout, and no words of praise are
too great. In our world, your word is all
you have. We gave our word. I think we
did it responsibly and I think we will
be seen to have done such.

Mr. BAUCUS. If the Senator will
yield for 30 seconds, the choice we had
in the Finance Committee was to ei-
ther work with the chairman for a bet-
ter bill or not work with the chairman
and make a statement and get a worse
bill.
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Mr. MOYNIHAN. Precisely.

The PRESIDING OFFICER. Who
yields time?

Mr. NICKLES addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Oklahoma.

Mr. NICKLES. Mr. President, I wish
to compliment my colleague from Mon-
tana for his statement. I will yield the
Senator from Missouri 5 minutes.

Mr. KENNEDY. Mr. President, 1
thought we were rotating between
those who supported and those who op-
posed. If I am correct, the Senator just
spoke on the Democratic side in sup-
port of the Republican position. Are we
rotating?

Mr. MOYNIHAN. Mr. President, the
Senator from Massachusetts is correct.
That is fine.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts is recognized.

Mr. KENNEDY. Mr. President, I yield
myself the 74 minutes that remain.

The PRESIDING OFFICER. The Sen-
ator may proceed.

Mr. KENNEDY. Mr. President, I wish
my good friend and colleague from
Montana had been on our side, and it
would have been appropriate, obvi-
ously, for the other side to move ahead.
But he made his decision and made his
presentation, and now I would like to
respond.

Mr. President, I will have the oppor-
tunity later on this evening to talk
about really where we are in terms of
the child care program.

The fact of the matter is that $16 bil-
lion that was put in the bill was sug-
gested by the administration’s proposal
which had a $14 billion cut. The Fi-
nance Committee added $8 billion. I
commend my colleague and friend,
Senator HATCH, for making that effort
and for making that fight. Without his
efforts, that would not have taken
place. So we are farther down the road
than we were prior to the time of that
particular markup.

But the fact of the matter is—and
later on this evening I will have a
chance to talk about where we really
are in terms of the funding that has
been allocated for children and the
number of children that still remain. I
find it interesting that this provision
that the members of the Finance Com-
mittee took and accepted deals with
accelerated depreciation, deals with
airline tickets, a small amount of
EITC, and the child care. I find it inter-
esting that the Finance Committee was
willing to accept the cigarette tax but
use it for those non-child-related
issues, even though the Republican
leadership had opposed our cigarette
tax.

I tried, with all respect, to under-
stand this enormous sense of unity and
deep moral commitment to this par-
ticular proposal when on its face it is
difficult to really understand, given
the fact that the originators of the to-
bacco tax were those Senators—Sen-
ator HATCH and myself—devoted to-
ward addressing the needs of children
in this country, the sons and daughters
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of working families who can’t afford it.
We got a part of it. But evidently the
members of the Finance Committee
swore in blood that depreciation on
buildings as well as airline tickets was
basically more important than the
children. I am always interested in why
that should be such a high moral issue
and purpose. I have difficulty in under-
standing it.

But, Mr. President, the issue today
with the particular recommendation
before the Senate is whether this pro-
posal really meets the test of fairness
for all Americans. That should be the
test. Will this really be fair to the tax-
payers in this country, or are we tip-
ping the scales in a very important and
special way to the wealthier individ-
uals and corporations of this country?

Senator DASCHLE has taken an enor-
mous amount of time and painstaking
diligence to fashion a proposal that
fundamentally meets the agreement
that was reached with the President in
terms of what would be the tax adjust-
ments. Senator DASCHLE has put for-
ward a proposal that will be much fair-
er for all Americans.

We sometimes rail in this body about
how the particular proposal really is
fairer and more just, but I do think in
any fair examination the overwhelming
evidence shows that the proposal of
Senator DASCHLE is fairer to the work-
ing families of this country, and deci-
sively so. This should to be the test.

It is interesting, as we come closer
and closer to the final conclusion, that
the overwhelming majority of Ameri-
cans understand this. Even prior to
this debate on the various surveys—
and I just saw this morning on the
early morning shows—the American
people understand the difference. They
have not seen this debate or heard
about this debate. They are out there
working even while we are in the de-
bate and discussion. But they under-
stand fundamentally who is going to be
on their side and who is going to be on
the side of the working families. They
are correct.

Senator DASCHLE, I believe, deserves
great credit for his leadership in offer-
ing to the Senate a proposal that is
fairer for working families and for
many Americans who have in too many
instances been left out farther and far-
ther behind in the period of the last 20
years. Sixty or sixty-five percent of
Americans are farther behind and are
working harder. Their family members
are working harder, and they are work-
ing longer in terms of total hours of
the week, in terms of families and just
being able to keep their heads above
water. The reason is the increase in the
payroll taxes they have been paying, as
described by my friend and colleague,
Senator WELLSTONE.

So we have an opportunity—one of
the few opportunities that we have—for
the 65 to 70 percent of the American
families who have been working longer,
who have really been the ones who
have brought this economy back. We
have a stronger economy today because
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working families have been out there
working harder, longer, and smarter in
terms of the American economy. They
have benefited very little in terms of
their own standard of living.

We have an opportunity this after-
noon and tomorrow to make some dif-
ference in that. The real issue is, are
we going to make that kind of a com-
mitment to those working families,
whether it is on the child credit pro-
grams, or whether it is the education
programs, or whether it is basically the
overall rate programs, or whether we
are going to reward the smaller enter-
prises that are going to be innovative
and creative and expand employment
by giving them some adjustment in
terms of capital gains? Yes; and wheth-
er we are going to make sure that
those who are going to get some break
in terms of estate planning are going
to be those who are going to continue
to work the farms and be a part of the
American primarily heartland of this
nation in terms of producing the food
and fiber which we eat.

Those are the issues, Mr. President,
and the issue is which way will the
Senate of the United States go? Are we
going to say to those 60 or 70 percent of
the Americans, “We care about your
kids, we care about education. We fash-
ioned the particular program in terms
of the HOPE scholarship, and we are
going to arrange the other provisions
of the Tax Code so that you have a bet-
ter opportunity, middle-income fami-
lies, lower-income families, with a
modest expansion of the Pell provi-
sions”’? Are we going to do that? Our
answer is yes, and the Daschle proposal
does so.

Are we going to really look out for
the sons and daughters of working fam-
ilies? To Senator DASCHLE’s credit, it is
more expansive and more targeted in
reaching the sons and daughters of
working families.

So, if we are talking about fairness,
if we are talking about equity, if we
are talking about how we are adjusting
the various rates, including the chil-
dren’s tax credit and the payroll tax,
and adjusting those in ways so that we
are saying, ‘“While you may not have
been paying a great deal more out of
your income tax, you surely are in
terms of your payroll tax. We are going
to provide some degree of relief.”

So that is the issue. We need to un-
derstand that. We can all say, “We are
for education.” However, you have to
look at the proposal. Whose proposal
really meets the central challenge that
working families and middle-income
families are facing in sending their
kids to school? It is the Daschle pro-
posal. Whose proposal really does the
most in terms of the children? It is the
Daschle proposal. Who does the most in
terms of trying to make sure that we
are going to provide important incen-
tives to smaller, modest, middle-in-
come families who are trying to get
started with smaller new businesses by
providing enhanced job opportunities?
It is the Daschle proposal.
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So, Mr. President, I am just proud to
support this proposal. It doesn’t incor-
porate all of the kinds of factors that
perhaps some of us would like to have.
However, it is a serious and very im-
portant proposal that deserves the
overwhelming support of the Members
of this body.

Let me just finally point this out: On
the overall issue of tax equity, the
Democratic alternative is clearly fair-
er. More of the benefits of the Repub-
lican plan go to the top 1 percent of
taxpayers than go to the bottom 60 per-
cent of taxpayers—13.1 percent versus
12.7 percent.

In the Democratic alternative, only
1.4 percent of the benefits go to the top
1 percent of taxpayers and the top 20
percent of taxpayers only receive 20
percent of the benefits. The vast major-
ity of the benefits go to taxpayers who
have incomes in the middle 60 percent
of the income distribution; 71 percent
of the benefits. The Democratic alter-
native is vastly preferable to the re-
gressive Republican bill because it is
fairer to lower and middle-income tax-
payers.

Mr. President, this Republican pro-
posal is going to give a green light to
all those individuals who have been
doing extremely well—extremely well
in terms of the stock market. We have
seen that go right up through the roof.
But who has been out there making
those stocks go up, making those busi-
nesses work? It is hard-working men
and women.

If we accept the Republican proposal,
we are saying to all of those who have
been able to make very substantial
amounts of money that they are going
to provide additional kinds of opportu-
nities for them to be able to keep that
money while we are saying to those
who are working and have worked hard
that you are going to get the crumbs.
That is what the distribution issue is
really all about.

I am not the only one making these
observations. We have seen the Center
on Budget and Policy Priorities esti-
mate that the cost of the Republican
proposal will increase by between $500
and $600 million in the 10 years fol-
lowing the current budget period.

I was 1 of 11 Senators who voted
against the economic proposal in 1981
because we were going to balloon the
deficit. Only 11 of us at that time voted
against it. We are going to see the
same kind of balloon now in the out-
years.

Who is going to be out here at that
time to try to make those adjustments
and make those changes when Members
of the Senate are going to say, ‘“Well,
we had better close some of those tax
loopholes?”” You know what will hap-
pen. They will cut back further in edu-
cation. They will cut further back in
children’s program. They will cut fur-
ther back on day care support—on all
of the programs that have been contin-
ually cut back, or at least attempted
to be cut back, in these past 3 years.

The Democratic alternative does not
engage in these accounting tricks to
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balance the budget. The Democratic al-
ternative is honest with the American
people, fair to American taxpayers, and
it deserves to be adopted.

Republicans make many arguments
in favor of their proposal, and many of
their concerns are valid. The current
system is not perfect. There are many
things to improve. We need to give tax
relief to families, we need to encourage
investment in education, and we need
to grant relief from the hardships that
are sometimes caused by the estate
tax.

On all these general points, Repub-
licans and Democrats agree.

However, the Republican plan uses
these arguments as excuses to give
enormous tax cuts to the well-heeled
and the powerful and it does so as far
as the eye can see. It therefore violates
the fundamental principles that any
tax bill must meet: tax fairness and fis-
cal responsibility.

The Democratic alternative, on the
other hand, is true to both of these
principles. It allocates the tax relief
fairly among all income brackets. And
it guarantees that the amount of the
tax relief is responsible, so that we will
have a balanced budget not only in the
year 2002, but in the years after as well.

Both, the Republican proposal and
the Democratic alternative have a
child tax credit. On their face, the two
proposals appear similar. However, the
Republican credit will not benefit
lower and many middle income people,
while the Democratic proposal will.
The Republican proposal will not ben-
efit families who do not earn enough
income to claim the full credit. This
cut-off applies not only to the ex-
tremely poor, but also to families earn-
ing up to $30,000 a year.

Under the Democratic alternative,
the credit is refundable against both
income taxes and payroll taxes. Many
more working families will be able to
obtain the full benefit of the credit
under the Democratic plan. This point
is critical for those who earn less than
$30,000 a year because their payroll
taxes are larger then their income
taxes. They deserve tax relief too.

In addition, the Democratic tax cred-
it for children has another significant
advantage. It is calculated or stacked
prior to the earned income tax credit.
Under the Republican plan, the credit
is stacked after the earned income tax
credit. This means that the working
poor who are eligible for the earned in-
come tax credit many not be able to
obtain the full benefit of both credits.

If their income tax after taking the
earned income tax credit is too small,
then they will not benefit from the Re-
publican child credit.

The Democratic alternative will en-
able these working families to benefit
from the child credit too. 47 percent of
American children would not be eligi-
ble for the child credit under the Re-
publicans proposal. An additional 8
million children would be eligible for
only a partial benefit. Clearly, the Re-
publicans have gerrymandered their
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credit to save money by denying it to
as many working families as possible.

Because the Democratic plan allows
the credit to be offset against both
payroll and income taxes, and allows
families the full benefit of both the
earned income tax credit and the child
tax credit, the Democratic plan will
reach 7 million more children than the
Republican proposal.

In addition, the Republican child
credit is not indexed for inflation. The
effect of the credit will drop every year
as inflation decreases its value. The
Democratic alternative will index the
child credit for inflation. We are seri-
ous about giving tax relief for families.
The Republican proposal is designed to
appear generous, but in reality it offers
little to lower and middle income per-
sons. Even those middle class and
upper income families who receive the
credit under the Republican version are
better off in the long run under the
Democratic version, because their
credit is indexed for inflation as well.

The Democratic plan is not welfare.
If a family does not work, and does not
pay any federal taxes, they will not get
the benefit of the credit.

The Democratic alternative gives the
credit only to working families. It will
help those who need this credit the
most, the working poor. The Repub-
lican proposal will not help them at
all. The Democratic alternative offers
an honest tax break. The Republican
proposal is a let-them-eat-cake tax
break.

The Democratic proposal also does a
better job of encouraging investment
in education.

The education provisions of the Re-
publican bill are skewed toward higher-
income taxpayers. The bill provides
only $20 billion for the HOPE scholar-
ship and nothing at all for the tuition
deduction. But it provides over $7 bil-
lion for other savings provisions that
help higher income families.

The bill’s allocation of only $20 bil-
lion to HOPE scholarship falls far short
of the commitment made under the
budget agreement to provide $35 billion
for tax benefits for higher education.
The letter signed by NEWT GINGRICH
and TRENT LOTT on the budget agree-
ment specifically states that tax relief
of roughly $35 billion will be provided
over 5 years for post-secondary edu-
cation, and that the education tax
package should be consistent with the
objectives put forward in the HOPE
scholarship and tuition tax proposals
contained in the Administration’s fis-
cal year 1998 budget to assist middle-
class parents.

The administration’s proposal had
two goals: to help middle class families
during the critical years while students
are in college, and to encourage life-
long learning.

Students and families across the na-
tion are concerned about escalating
tuition, and this bill does not do
enough to help them. The Republican
bill is flawed in other major respect in
this area—it utterly fails to address
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the need to help workers expand their
skills and education.

The Daschle alternative addresses
these problems. It provides a broader
HOPE scholarship, and a valuable tui-
tion tax credit for lifelong learning.
This credit will enable taxpayers to re-
cover 20 percent of their tuition costs
up to a maximum of $10,000, for learn-
ing after the HOPE credit expires. This
provision can give real benefit to
teachers, nurses, auto mechanics and
all others in jobs that need continual
upgrading of skills. The workplace de-
pends more and more on highly trained
workers. To sustain a strong economy,
we must invest in ongoing education
throughout life.

The bill also provides a dispropor-
tionate education benefit to high in-
come families. It contains three sepa-
rate provisions to encourage savings
for college, at a total cost of over $7
billion over the next 5 years. Lower in-
come families do not have the luxury
to save as much as higher income fami-
lies do, and will not be able to take ad-
vantage of these provisions.

The Democratic alternative provides
some additional benefits for students
that are also in the bill, and I support
these provisions. Specifically, I support
the permanent extension of section 127,
the provision for employer-provided
tuition, including graduate students. I
also support the elimination of the $150
million cap for institutions of higher
education, and the restoration of the
deduction of student loan interest.

I also strongly support funding for
crumbling schools. The deterioration of
hundreds of schools across the United
States is a disgrace. But this bill offers
only a token help on this problem. This
bill allocates only $360 million over 5
years by making changes in bond rules.
The Democratic bill, on the contrary,
will result in a real commitment to im-
proving our schools. It also encourages
States to allocate that money to
school districts with the greatest
needs. The Republican bill offers only
band-aids to put over leaking roofs.
The Democratic bill provides real relief
for school districts to repair their
crumbling schools.

The Democratic bill provides for
these benefits—the crumbling schools,
the section 127 aid, the student loan in-
terest—in addition to HOPE and a tui-
tion tax credit.

In contrast, the Republican bill pro-
vides the additional benefits by taking
away from HOPE and eliminating a
tuition tax break. It pits student
against student, giving these addi-
tional benefits to some students only
at the expense of students who could
benefit from HOPE and the tuition
credit.

Investing in education is investment
in the future. We must do more to help
all needy students. The tax benefits
need to be targeted to those who need
them, and not wasted on those who can
afford to save and pay for college on
their own.

The Democratic proposal also better
addresses the problem with the current
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estate tax, without creating a give-
away to the rich.

In the current tax system, the estate
tax often creates real hardships for
families who have just lost a loved one.
When the owner of a family business or
farm dies, there can be a large estate
tax bill at one of the worst times pos-
sible. There may well be many other
expenses such as funeral costs and
legal bills. The estate tax could force
the family to sell the business or farm.

Relief is appropriate in these situa-
tions, and the Democratic alternative
provides it. There would be special es-
tate tax treatment when 50 percent or
more of an estate consists of a family
business or farm. In these cases, the
first $900,000 of the estate is exempt
from estate tax, as long as the children
or grandchildren continue to actively
operate the business or farm for 10
years.

The Democratic alternative is tar-
geted to cases where families may not
be able to easily liquidate their hold-
ings to pay the tax. The Republican
bill gives relief to all estates. Even if
the estate is that of a rich person who
invested in stocks and other invest-
ments which are easily liquidated, the
Republicans still give tax relief. The
problems that deserve to be addressed
occur only in approximately 1.4 percent
of all estates. Instead of extending jus-
tifiable relief to these 1.4 percent of es-
tates, they extend relief to all estates.
Clearly the Republicans are using rare
cases of hardships for family farms and
businesses as a fig leaf to cover a mas-
sive estate tax break for the wealthy.

Finally, the 20-cent increase in the
tobacco tax contained in this amend-
ment is a critical element in tax fair-
ness—and for achieving priority public
health goals as well. I am pleased that
it is not only a feature of this amend-
ment but of the bill reported by the Fi-
nance Committee with a strong bipar-
tisan vote.

Tobacco is one of our most
undertaxed industries. Even with the 20
cents per pack cigarette tax increase,
the tobacco industry remains grossly
undertaxed—whether the standard is
historical tax levels, comparison to
other countries, or the costs that
smoking inflicts on our society and on
non-smoking taxpayers.

In 1965, Federal and State tobacco
taxes accounted for 51 percent of the
retail price of a pack of cigarettes. By
1996, the figure had fallen to just 31
percent. Even with the 20-cents per
pack increase, the share of the cost of
a pack of cigarettes going to federal
and state taxes will be 39 percent—still
far below the 1965 level.

Raising the cigarette tax by 20 cents
will being our tobacco taxes more in
line with the rest of the industrialized
world. Our current 24 cent per pack cig-
arette tax is one of the lowest among
all industrialized nations—and it will
still be one of the lowest, even with the
20 cent per pack increase in the bill.

The costs that smoking inflicts on
our society and on non-smoking tax-
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payers are immense. It kills more than
400,000 Americans a year. It costs the
nation $50 billion a year in direct
health costs, and another $50 billion in
lost productivity. The average pack of
cigarettes sells for $1.80 today—and it
costs the nation $3.90 in smoking-re-
lated expenses.

It is time that the tobacco companies
paid a fairer share of these costs—and
this bill is the time to start. Not only
is a higher tax on tobacco products the
fair thing to do, it is the most impor-
tant single step we can take to stop the
epidemic of youth smoking—an epi-
demic that will ultimately claim the
lives of 5 million of today’s children if
we do nothing. One million young peo-
ple between the ages of 12 and 17 take
up this deadly habit every year—3,000
new smokers a day. The average smok-
er begins smoking at age 13, and be-
comes a daily smoker before age 15.
Raising the tobacco tax by 20 cents a
pack will save the lives of 400,000 of
these children. The fact is that a twen-
ty cent a pack increase is only a start-
ing place. We should do more—much
more.

Eight billion dollars of the funds
raised by the tobacco tax increase over
the next 5 years are earmarked for
children’s health insurance. Here, too,
we need to do more. Even with the
combination of these funds and the $16
billion in the budget agreement, at
least four and a half million uninsured
children will still be left out and left
behind. Without the tobacco tax funds,
6.7 million children will remain unin-
sured. A tobacco tax increase devoted
to children’s health is the right policy
at the right time.

These facts are bad enough. But the
problem is growing worse.

According to a Spring 1996 survey
conducted by the University of Michi-
gan Institute for Social Research, the
prevalence of teenage smoking in
America has been on the increase over
the last five years. It rose by nearly
one-half among eighth and tenth grad-
ers, and by nearly a fifth among high
school seniors between 1991 and 1996.

Once children are hooked on ciga-
rette smoking at a young age, it be-
comes increasingly hard for them to
quit. Ninety percent of current adult
smokers began to smoke before they
reached the age of 18. Ninety-five per-
cent of teenage smokers say they in-
tend to quit in the near future—but
only a quarter of them will actually do
so within the first eight years of begin-
ning to smoke.

If nothing is done to reverse this
trend in adolescent smoking, the Cen-
ters for Disease Control and Prevention
estimate that five million of today’s
children will die prematurely from
smoking-caused illnesses.

Increasing the federal cigarette tax is
one of the most effective ways to re-
duce teenage smoking. Study after
study has shown that the cigarette tax
is the most powerful weapon in reduc-
ing cigarette use among children, since
they have less income to spend on to-
bacco.
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Philip Morris, the nation’s largest to-
bacco company, conceded as much in
an internal memorandum as far back
as 1981, which noted that ‘‘it is clear
that price has a pronounced effect on
the smoking prevalence of teenagers,
and that the goals of reducing teenage
smoking and balancing the budget
would both be served by increasing the
federal excise tax on cigarettes.”

Frank Chaloupka, an economist at
the University of Illinois at Chicago,
found that an increase in the federal
cigarette tax by 20 cents will reduce
teenage smoking by 7 percent, saving
the lives of almost 400,000 children.

Finally, on the overall issue of tax
equity, the Democratic Alternative is
clearly fairer. More of the benefits of
the Republican plan go to the top 1 per-
cent of taxpayers than go to the bot-
tom 60 percent of the taxpayers (13.1
percent vs. 12.7 percent). In the Demo-
cratic alternative, only 1.4 percent of
the benefits go to the top 1 percent of
taxpayers, and the top 20 percent of
taxpayers only receive 20 percent of
benefits. The vast majority of the bene-
fits go to taxpayers who have income
in the middle 60 percent of the income
distribution (71.6 percent of the bene-
fits). The Democratic alternative is
vastly preferable to the regressive Re-
publican bill, because it is fair to lower
and middle income taxpayers.

The Democratic alternative is honest
to the American people. The Repub-
lican bill states that it will result in a
balanced budget by the year 2002. In
fact, it might accomplish this.

But in future years, the amount of
Republican tax cuts will explode, and
the deficit will increase enormously.
The Center on Budget and Policy Pri-
orities has estimated that the cost of
the Republican proposal will increase
by between $500 billion and $600 billion
in the 10 years following the current
budget period. It will be nearly impos-
sible to balance the budget in those
years if this Republican tax giveaway
is enacted into law.

The Democratic alternative does not
engage in these accounting tricks to
balance the budget. The Democratic al-
ternative is honest with American peo-
ple and fair to American taxpayers,
and it deserves to be adopted.

I withhold the remainder of my time.

The PRESIDING OFFICER. Who
yields time?

Mr. BOND addressed the Chair.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. Mr. President, I yield the
distinguished Senator from Missouri 7
minutes.

The PRESIDING OFFICER. The Sen-
ator from Missouri is recognized for 7
minutes.

Mr. BOND. Mr. President, I thank the
distinguished chairman of committee
and the manager of the bill.

Having been enlightened by quite a
few minutes of debate on the floor, I
asked for 2 additional minutes.

First, I want to emphasize that what
we are talking about here is a bipar-
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tisan bill. My friend from Massachu-
setts characterized it as a Republican
bill.

I particularly appreciated the kind
comments by the Senator from Mon-
tana. As I listened to his praise of the
measure, I was reminded of those im-
mortal words of Mark Twain. When
asked about the music of Wagner, he
said, ““It is not as bad as it sounds.”
There was some of that in the praise
that the Senator from Montana heaped
upon this measure. I appreciate his
support and his good words.

When I listened to my colleague from
Massachusetts, I found out why this
music sounds so much better than the
alternative because, Members of the
Senate, I agree that we are looking for
saving and protecting the working men
and women of America, the small busi-
ness owners. As chairman of the Small
Business Committee, I have had the op-
portunity to listen to those people who
are struggling to make a living for
themselves and provide jobs for others
through small business.

I can tell you that after we dealt last
year with some of the significant prob-
lems in regulatory reform, it was clear
that the small businesses of America
are overtaxed and overburdened by the
Federal Government’s desire for more
money. They are the ones who are pull-
ing the wagon. They are moving the
economy. And they are paying the tar-
iff for this Government.

This measure, the bipartisan agree-
ment reached between leaders of Con-
gress and the President, provided that
there would be spending reforms and
that there would be tax reductions—
tax reductions in the process of getting
to a balanced budget. Those tax reduc-
tions are absolutely essential if we
want to continue the dynamic engine
that moves this country forward.

I rise in strong opposition to the
Daschle amendment because, No. 1, the
Daschle amendment only provides $68.1
billion in net tax cuts— a 20-percent re-
duction from the bipartisan plan. It
goes back on the agreement reached
between the leaders of Congress and
the President on what we need to do to
get this economy moving again.

The Daschle plan provides $14 billion
less to American families than the bi-
partisan plan would in the child tax
credit. Families under it would only re-
ceive $350 per child instead of $500 per
child, and children aged 13 and over
would not even be eligible.

The Daschle plan, moreover, is a bad
deal for seniors. Seniors get about one-
third of the capital gains realized in
this country. They would have to pay
10 percent more in capital gains taxes
under the Daschle scheme.

But it is a particularly bad deal for
small business owners and farmers. It
contains less than half the death tax
relief contained in the bipartisan plan,
and on capital gains taxes, seniors,
small business owners, farmers, and
self-employed would pay 10 percent
more.

As I said, the Daschle plan is a deal-
breaker. The DASCHLE plan is outside
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of the scope of the agreement under
which we are working.

Mr. President, in saying that, I want
to emphasize that there is one impor-
tant element which must and will be
added to the measure pending before
us. One of the top priorities for farm-
ers, ranchers, truckdrivers, and small
business men and women across this
country is getting fairness in tax treat-
ment of the money paid for health in-
surance premiums. For too long people
who are self-employed have suffered be-
cause they have not gotten the same
breaks that a large corporation or in-
stitution gets in being able to deduct
100 percent of what is paid for health
insurance.

Now, I fought long and hard in 1995,
and I included an amendment in the
Balanced Budget Act, unfortunately,
vetoed by President Clinton, which
would have increased the health insur-
ance deduction for the self-employed to
50 percent from 25 percent. In 1996, I
worked with Senator Kassebaum to in-
clude in the Health Insurance Port-
ability and Accountability Act an in-
crease in the self-employed health in-
surance deduction incrementally to 80
percent. That is not far enough and
that is not fast enough. Today, while
the self-employed can deduct 40 per-
cent of their health insurance costs,
they are still not on a level playing
field, and very few of them can wait
until 2006 to get sick.

The budget resolution reported out of
the Budget Committee includes an
amendment I offered that was cospon-
sored by every member of the Budget
Committee present, which calls for a
portion of the resources available in
this legislation to be set aside for an
immediate 100-percent deductibility of
health insurance for the self-employed.
As I said, it was cosponsored by all
members, Democrat and Republican.

Earlier this month, I originated a let-
ter to the Senate Finance Committee
urging full deductibility for the self-
employed. That letter was signed by 53
Senators. I believe that is a majority.

Now, an immediate deduction of 100
percent would make health insurance
more affordable and accessible to some
more than 5.1 million self-employed
who lack health insurance, almost a
quarter of the self-employed work
force. In addition, full deductibility of
health insurance by the self-employed
will also help insure 1.4 million chil-
dren who live in households headed by
self-employed individuals.

Coverage of these self-employed and
their children through the self-em-
ployed health insurance deduction will
enable the private sector to address
these health care needs. I am proud to
cosponsor the amendment put forward
by my colleague and neighbor from Il-
linois, Senator DURBIN, which would
pay for the cost of this deductibility
with a 10-cent increase in the tax on
cigarettes. This is one way we can pay
for this measure. We know that 3,000
children become regular smokers every
day and start down that dangerous
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road at 13. By enacting this amend-
ment, we cannot only pay for health
insurance, we can provide a deterrent
against children smoking and thus help
save lives. In addition, the revenues
raised will be used for a directly re-
lated purpose, reducing the cost of
health care coverage for the self-em-
ployed and their families.

Last week, with my colleague and
neighbor from Arkansas, Senator
BUMPERS, I introduced a measure, the
Pregnant Mothers and Infants Health
Protection Act, to set up a fund to dis-
courage smoking among pregnant
women and among parents with small
children because of the tremendous im-
pact of birth defects from smoking and
because of the danger of SIDS for those
who smoke.

In any event, I believe that this
amendment will improve the measure.
I urge defeat of the Daschle amend-
ment. The budget resolution calls for
full deductibility of health insurance. I
look forward to working with my col-
leagues to include that measure in the
final bill as reported out.

I thank the Chair, and I thank the
chairman of the committee.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. Mr. President, I yield 5
minutes to the Senator from New
Hampshire.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire is recognized
for 5 minutes.

Mr. GREGG. I thank the Senator
from Delaware. I wish to join with the
many Members of this Senate who have
congratulated the Senator from Dela-
ware and the Senator from New York
for bringing forward this bipartisan
initiative, which is really rather ex-
traordinary when you think about it. It
is obviously an outgrowth of the fact
that the President and the leadership
of the Congress have gotten together
on how to balance the budget and give
a tax cut to working Americans.

This bill is a product of that initial
agreement which occurred in May. The
fact it came out with almost unani-
mous support out of the Finance Com-
mittee is something that we should
take very seriously as a Congress and
especially as a people, in recognition of
the fact that this is a bipartisan initia-
tive.

Now the leader of the Democratic
Party has come forward, even though a
large—well, the entire Finance Com-
mittee membership of the Democrat
Party voted for the underlying bill—
the leader of the Democrat Party has
come forward with a proposal as an al-
ternative. I think a couple of com-
ments need to be made about the spe-
cifics of that because it has some prob-
lems in the way it handles children and
families with children.

To begin with, it is a phased-in child
credit. So, under Senator DASCHLE’S
proposal, it is not until the year 2000
that families get the $500 credit. In
fact, if you have a child who is over the
age of 12, you do not get any credit,
any credit at all until the year 2002.
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Well, the practical effect of that is
that there are going to be a lot of kids
who outgrow the credit; the kids grow
up; they get older. The credit will not
be available. The families will not have
a credit between now and the year 2000
if their children are under 12. It will be
a phased-in credit. And if their children
are over 12, they won’t get it until 2002.
If you have a child who happens to be
a 12-year-old today, you are never
going to get this credit under the—not
the Democrat proposal, because the
Democrats are supporting the under-
lying bill—under the DASCHLE proposal.

It is pretty outrageous, really, to
claim that that bill is more effective in
addressing Kkids than the bipartisan
proposal when it does not even cover
kids. It does not even cover kids who
are over 12 years old until the year
2002.

Equally significant is the practical
effect of the way that they recover the
credit from working families. Under
the Daschle proposal, the effective tax
rate of families earning between $70,000
and $80,000 that have a number of kids
in the family would be 58 percent not
counting the FICA tax. So the actual
tax rate under the Daschle bill is 73
percent—73 percent for those folks in
that income bracket.

Now, there are a lot of working
Americans today who have a fair num-
ber of kids who have to have both par-
ents work to support them. And, in
fact, unfortunately, one of the facts of
America today is that many parents
have to work simply to pay taxes. One
of the spouses works full-time simply
to pay the taxes on the family and the
other spouse works to try to take care
of the family. One is working to take
care of the Government; the other one
is working to take care of the family.

If you have a number of kids and you
are getting hit with a 73-percent tax
rate, even though you may have a fair-
ly high income with a fair number of
kids, that tax rate essentially wipes
out your income, wipes out not only
the income of the spouse working for
the Government, but it does a pretty
good job on that spouse who is out
there trying to earn for the family.

Mr. DOMENICI. Will the Senator
yield for a question?

Mr. GREGG. I am delighted to yield.

Mr. DOMENICI. Will you explain for
the Senate one more time what that 73
percent is?

Mr. GREGG. If you happen to have a
large number of kids, and I think the
Senator from New Mexico may have a
few children——

Mr. DOMENICI. They are already
gone, but, yes, I do.

Mr. GREGG. When we were coming
up through the ranks, if you had seven
to eight kids, which is a lot of Kkids,
you would need an income probably of
$70,000 to $80,000. Both parents would
have to be working to maintain those
families. In that bracket, you would be
paying an effective rate of 58 percent
on your income tax. And another FICA
tax on top of that works out to be an
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effective rate of 73 percent on the addi-
tional earnings.

Mr. DOMENICI. And that is under
the Daschle proposal?

Mr. GREGG. That
Daschle plan.

Mr. DOMENICI. Do they raise taxes
in those areas?

Mr. GREGG. That is exactly what
happens, because the manner in which
they recover the tax credit from people
after they start to phase down the tax
credit is a tax increase of significant
proportions, well above the base rate of
28 percent.

The PRESIDING OFFICER. The Sen-
ator has used his 5 minutes.

Mr. DOMENICI. I thank the Senator.

Mr. GREGG. I thank the Chair.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. I yield 5 minutes to the
Senator from Pennsylvania.

Mr. SANTORUM. I thank the Sen-
ator.

The PRESIDING OFFICER. The Sen-
ator from Pennsylvania is recognized
for 5 minutes.

Mr. SANTORUM. I thank the Chair.

Mr. President, I rise in very strong
support of the bill that came out of the
Finance Committee, the tax bill that
provides tremendous tax relief for all
Americans, because what this bill is
aimed at doing is creating jobs, cre-
ating opportunities, getting an infu-
sion of capital so we can increase our
productivity.

Those are the Kkinds of things I
thought we were going to be debating
on the floor of the Senate. I thought we
were going to talk about how we can
create economic growth, how we can
create better jobs for people, how the
people at the bottom end of the eco-
nomic strata can rise as a result of the
opportunities that are available in the
United States. And now what the Sen-
ate has evolved into today has been a
bunch of charges that this isn’t fair,
that we should not look at economic
opportunities or growth or jobs, a tune
that is heard often here—jobs, jobs,
jobs. We shouldn’t look at job creation;
we shouldn’t look at economic growth;
we should look at what is fair, who is
getting the benefit, and we should draw
class warfare lines in the sand here.

I just want to, if I can—I hate to even
sort of get down, though, to that level,
but that has really been the focus of
this debate. I want to throw out—I
hesitate to do this because we just get
numbered to death in the Senate, but
let me throw out a couple of numbers
that I think are very easy to under-
stand.

The top 20 percent of income earners
in this country, the rich, the top 20 per-
cent pay 79 percent of all income taxes.
The top 20 percent pay 79 percent of all
income taxes.

Now, they pay 79 percent of all taxes.
What percentage of the tax cuts in this
bill do the ‘‘rich’” get? Twenty-two per-
cent. In other words, the group that
pays three-quarters of the tax get one-
fifth of the benefit. And this is being

is under the
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charged as a tax break for the rich. If
I were rich, I would say you are ripping
me off. I am paying all the taxes and
everybody else is getting all the ben-
efit.

But, no, they come here to the floor
and they charge this is unfair; these
people who are poor need tax cuts.
Well, let me just straighten this out a
little bit. Thirty-seven percent, the
“bottom 37 percent,”” of income earners
in this country pay no taxes net. In
other words, with the tax credits and
the EITC and the other things that are
out there, they pay no Federal income
taxes.

Now, I do not know how you give tax
cuts to people who do not pay taxes,
but that is what the other side wants
to do. In fact, if you go deeper into the
analysis, you find that not only does
the bottom 37 percent pay no Federal
income taxes, the bottom 20 percent
pays no payroll taxes net. In other
words, all that money, the FICA that
you have to pay out for Social Security
and Medicare, if you are in the bottom
20 percent of income earners in this
country, you get more back in earned-
income tax credit than you pay out in
payroll taxes.

But that isn’t good enough. So people
are getting—mot only do they pay no
income taxes, they pay no payroll
taxes. In fact, they get more back than
they pay. The other side wants to give
them even more money. I am not op-
posed to helping people out, but where
is this money coming from? It is com-
ing from people who are paying taxes,
people who are in the middle class who
have been paying taxes for the last 16
years at very high rates, who deserve a
break.

I am really about up to here with
people running around saying we are
for tax breaks for the middle class, but
what they propose is welfare for people
who pay no taxes. So let us get it
straight. I am going to offer a resolu-
tion, a sense of the Senate, that says
Federal income tax relief should go to
people who pay Federal income taxes.

Now, you would think that that
would be a joke, that everybody would
vote for that—anybody who pays Fed-
eral income tax would be the only ones
eligible to get tax relief—but, unfortu-
nately, you are going to find a whole
bunch of people who are not going to
vote for that.

That is how far we have come. This is
“Washingtonspeak.”” For those of you
who have not been in Washington very
long, welcome, and this is what it is
like. People actually stand around here
and talk about giving tax breaks to
people who do not pay taxes. While
people who do pay taxes, anybody, is
rich. Anybody who pays taxes in this
country, by definition of what the
Democratic plan is, is rich.

If that is where we have come in
America, then I think the Founding
Fathers will be turning over in their
graves because they thought they cre-
ated the land of opportunity where peo-
ple were rewarded for working hard, for
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taking care of their families, for pro-
viding for themselves. What we are
saying here is you are the bad guys,
you are the ones who have to pay more.

The PRESIDING OFFICER. The time
of the Senator has expired. Who yields
time?

Mr. ROCKEFELLER. Mr. President, I
yield myself 5 minutes off the bill.

The PRESIDING OFFICER. The Sen-
ator from West Virginia is recognized
for 5 minutes.

Mr. ROCKEFELLER. Mr. President, 1
have talked with Senator MOYNIHAN
and with Chairman ROTH about what I
am now going to say. That is, I am
going to vote for the Daschle alter-
native. It is a more difficult decision if
you have been on the Finance Com-
mittee, because of what the others who
have spoken of which has been referred
to as the oath that we took, to support
the bill. I view my oath as being
upheld, and I say so for the following
reasons.

This is a moral issue with me as well
as a political philosophy issue. The
piece of paper that we bound ourselves
to, I will stick by. I was not satisfied,
for example, with the earned income
tax credit/child tax credit relationship
that came back. I read it to be a cer-
tain thing. It did not turn out to be
that way. On the other hand, for those
eight pieces on that piece of paper—Fi-
nance Committee members will know
what I am talking about—I did say
that I would uphold those on the floor.
And I will continue to uphold those. If,
for example, a Democrat offers an
amendment which would bring the
EITC, child care credit, or child tax
credit—bring it more in my direction,
the way I would like it to be, then I
will oppose that even though it is in
the best interests of the country, and,
I think, the right policy in our coun-
try. I will do that because that is what
I consider I took my oath of loyalty to.
It was not an oath of loyalty in some
military sense. It was simply a matter
of the way a very complex and dif-
ficult, bipartisan committee like the
Finance Committee works. If you are
bound together and you bind yourself
together through the act of raising
your hand, et cetera, that has an impli-
cation; it expects a response and that
response will be forthcoming from me
if individual amendments are offered
which are related to the deal.

On the other hand, we have Demo-
crats and we have Republicans in this
body and I do think that the Demo-
cratic alternative being offered by
Leader DASCHLE—and I greatly respect
him and the work he has done on this,
in a very trying period in his personal
life—is a better alternative. Because I
think it is a better alternative, it be-
comes—although I think that most
people would understand it is probably
not going to prevail—I think it be-
comes very important to say this is a
better alternative. If we were doing it,
if the Democrats had control of this
body, this would be more likely the
way we would do it. That is the kind of
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statement I wish to make in making
my vote.

I care very much about what happens
to the people of West Virginia. The
economy of West Virginia is more frag-
ile, the individual incomes in West Vir-
ginia are more fragile, especially as
they are particularly young or particu-
larly old, and I have a strong responsi-
bility to that, as I do to my own sense
of honor and my own word, within my
work in the U.S. Senate and the par-
ticular nature of the Finance Com-
mittee.

So I gladly say I am going to be sup-
porting the Daschle amendment be-
cause it is the better approach to solv-
ing our country’s problems. Just as I
was very glad, back in 1993 when Chair-
man MOYNIHAN turned to me and said I
want you to cut $59 billion out of Medi-
care in order to ensure its solvency—I
did not say slow the rate of increase, I
said cut—and I went ahead and did it.
And I helped put our economy in a po-
sition where we have been able to do
things like provide a tax credit to hard
working American families, and a
number of other things which have
been talked about on the floor.

But I want to make the reasons for
my vote clear. It is something impor-
tant and delicate because of my respect
not only for my Ranking Member MoOY-
NIHAN and Chairman ROTH, who has
been eminently fair and bipartisan in
the way he has conducted the Finance
Committee, and his fine staff, all of
them have been very fair. I want to
make it clear I think the Democratic
approach is a better one and I will be
voting for it for that reason.

I thank the Chair and yield the floor.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. Mr. President, I yield 5
minutes to the distinguished Senator
from Indiana.

The PRESIDING OFFICER. The Sen-
ator from Indiana is recognized for 5
minutes.

Mr. COATS. Mr. President, I thank
the Senator for yielding, and I also
commend the Senator for some ex-
traordinary work in putting together a
real tax cut package for the American
people.

There are items in this tax package
that we have been attempting to incor-
porate, to give relief to American tax-
payers, for many, many years. The
Senator has been a leader and a cham-
pion of these. I am pleased to see we
have arrived at a point where we can
make substantial progress towards
achieving these goals. The $500 tax
credit for children is something that
parents desperately need. It is some-
thing that has been far too long in
coming. Parents have been put at tre-
mendous disadvantage over the years
under our Tax Code, if they are raising
children, trying to pay for their ex-
penses. This $5600 tax credit is a big step
in the right direction, in terms of re-
dressing that.

I have some concerns about the des-
ignation, the mandate that designates



S6432

the credit is only received for children
13 and older if it is put into an edu-
cation savings account. I will be speak-
ing to that later, when the Senator
from Texas introduces his amendment
to make that optional. But I do sup-
port the other items in this package. It
is far superior to the package that is
being offered by Senator DASCHLE and
some Democrats.

I say ‘‘some Democrats,” because
this is a bipartisan package. There will
be a number of Democrats supporting
us in this because they know families
need tax relief, because they know that
capital gains spurs investments, cre-
ates jobs, and more important, goes to
seniors and to people, small business
owners and others who are not rich but
who have saved and accumulated over
a lifetime, assets that are taxed away
by the Government because of appre-
ciation of those assets or, more impor-
tant, because of inflation. One-third of
the capital gains available today under
this tax package goes to seniors. So the
DASCHLE bill is an antisenior bill. A
clear understanding of capital gains
will demonstrate that.

The changes in inheritance tax don’t
g0 to the rich, they go to the farmer
who has been working on his land for
his entire lifetime and would like to
leave it to his children. They go to the
small business owner who maybe start-
ed in his basement or garage and built
up his business to a certain degree of
asset level only for his family to see it
taxed away and sold when that tax-
payer dies, instead of passing on to his
children. It goes to a large percentage
of people who have every right to claim
those assets. To suggest that we need
an income redistribution, above what
we already have, I think is a disservice.
So I am in strong support of the Sen-
ator’s position in opposition to Senator
DASCHLE’s proposal.

The PRESIDING OFFICER. Who
yields time?

The Senator from New Mexico.

Mr. DOMENICI. Mr. President, how
much time do we have?

The PRESIDING OFFICER. The Sen-
ator from New Mexico controls 9 min-
utes and 30 seconds.

Mr. DOMENICI. I yield 4 minutes to
Senator CHAFEE.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island is recognized
for 4 minutes.

Mr. CHAFEE. Mr. President, I wish
to take a few minutes this afternoon to
urge support for the tax bill reported
out of the Finance Committee last
week, and the bill that is before us
today. Obviously I am not referring to
the substitute, I am talking to the
basic bill that came out of the Finance
Committee with the support of 18 mem-
bers in that committee.

That vote, 18 to 2 in the committee,
more than anything else is a clear indi-
cation of the bipartisan process in
which the chairman of the Finance
Committee crafted the legislation.
Others have talked about the major
provisions of this bill, all of which are
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extremely important. I would just like
to touch on some lesser known provi-
sions, if I might, briefly.

The bill before us includes a perma-
nent extension of the orphan drug cred-
it. This provision encourages drug com-
panies to conduct clinical research on
rare, what they call orphan diseases,
diseases that do not occur very often
and thus there is not a large market
for the drugs that are produced to care
for that particular situation. Drug
companies are reluctant to risk the in-
vestment or research dollars with such
a small patient population, as, for ex-
ample, exists for cystic fibrosis or he-
mophilia or Lou Gehrig’s disease or
Tourette’s syndrome. This bill encour-
ages and provides tax credits for those
drug companies that spend the re-
search money in these particular areas.

The bill also includes an extension of
the work opportunity tax credit, which
is an important tool to encourage busi-
nesses to hire individuals on public as-
sistance. We passed, last year, the Wel-
fare Reform Act. We want opportuni-
ties for those coming off welfare to find
a job. The work opportunity tax credit
does this. Currently, under the law, it
is required that the individual work 400
hours in a job before the tax credit is
available to his employer. Under this
legislation, the 400 hours is reduced to
120 hours—with a reduced credit, but
nonetheless something that will en-
courage employers to hire these indi-
viduals.

Another provision that is included in
this particular section says that the
work opportunity tax credit extends to
disabled individuals, those receiving
SSI benefits. This is a separate group
from those coming off from welfare.

Another provision in the bill, which I
think is very significant, small though
it is, is the estate tax incentive for the
preservation of open space. America is
losing 4 square miles a day to develop-
ment, 4 square miles. In my State, over
11,000 acres of farmland have been lost
to development since 1974. It is a small
State. Think of that, 11,000 acres gone
to development from farmland. What
this does is provide that those individ-
uals who currently, if they keep their
open spaces, are subject to stiff estate
taxes—thus either they have to go into
development to pay the taxes or, when
they have to, sell it to developers—this
provides a lower estate tax for land, as
long as the owner is willing to keep the
land undeveloped in perpetuity. In
other words, he has to sign a conserva-
tion easement, keeping the land open
in perpetuity, so there will be some
open spaces around our major cities,
places where there can be habitat for
wildlife and plants and fish. This is a
very, very significant piece, this sec-
tion that is in the bill, that Senator
ROTH was good enough to give us lead-
ership on.

Mr. President, I yield to the chair-
man the remainder of my time.

Mr. ROTH. Mr. President, how much
time do I have?

The PRESIDING OFFICER. The Sen-
ator has 5% minutes.
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Mr. ROTH. I yield the remaining
time I have to the distinguished Sen-
ator from North Carolina.

The PRESIDING OFFICER. The Sen-
ator from North Carolina is recognized.

Mr. FAIRCLOTH. Thank you, Mr.
President. How much time do I have?

The PRESIDING OFFICER (Mr.
HUTCHINSON). The Senator has 5 min-
utes, 18 seconds.

Mr. FAIRCLOTH. Mr. President, I
rise in strong opposition to the tobacco
tax in this revenue bill. I am also trou-
bled by this amendment to further in-
crease tobacco tax. Make no mistake,
these are flat-tax increases, plain and
simple. This is no extension or loophole
closure, it is a tax increase. That is
what it is.

I didn’t think that we were here to
raise taxes on American families. I
didn’t think we were here for that pur-
pose, but, obviously, that is what we
have done.

The tobacco tax is the most regres-
sive tax on the books today. We will
drive up taxes on the working people
more than anything, up to $100 or more
per year.

The people who earn $30,000 a year
pay 1.2 percent of the income tax in
this country, but the people who earn
$30,000 a year pay 47.2 percent of the to-
bacco tax. It is the most regressive tax
on the books.

I find it a bit odd that some of the
big tobacco tax supporters are the
same people preaching the need for
greater equality in the tax relief pack-
age. You just cannot have it both ways.

Mr. President, I say to my col-
leagues, is your talk about tax fairness
anything more than talk? Is it airy
persiflage, or do you mean what you
are saying? Would you come to the
floor to defeat a tax increase on the
common man who smokes?

This bill raises tobacco taxes by 20
cents a pack. The DURBIN amendment
would raise taxes by 10 cents a pack.
This will hurt the 18,000 tobacco farm-
ers in North Carolina and thousands
more throughout the Southeast. It will
cost them, literally, their jobs and
their livelihood. Sure, it will let politi-
cians tell the news media that we real-
ly took a shot at ‘““‘Big Tobacco.” Well,
“Big Tobacco” can look after itself,
but the people who are growing it, the
farmers, who they are really taking a
shot at, cannot. The companies will
not be bothered by this. The people
who are going to be hurt are farmers,
families, and communities.

It will hurt the 77,000 working people
in North Carolina who grow tobacco
and manufacture cigarettes. Just the
tobacco sales bring in over $1 billion in
cash receipts to the farmers of my
State. The entire tobacco sector em-
ploys 150,000 people. It is a $7 billion
business in North Carolina alone.

These are the fundamental core peo-
ple of this State—hard-working men,
women, and their families. Can you
imagine the joy that they expressed
when I went home and told them that
they were going to be thrown out of
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business but that we had cut the cost
of international air travel? Tobacco
pays the mortgages, the grocery bills,
and sends the children to college.
These people don’t do international air
travel. Tobacco builds and has built
the hospitals, it builds the churches,
and it builds entire towns and commu-
nities.

So, Mr. President, you be the judge.
Is to say the tobacco tax is about poli-
tics not correct?

The other side points to this tax and
says this is about children’s health in-
surance. They say it is about underage
smoking, and they say it is about
changing people’s behavior.

But it is not about children’s health
insurance. The settlement that the to-
bacco industry just signed clearly ad-
dresses this issue. There is $18.5 billion
over 6 years for children’s health insur-
ance in the settlement that is now
working its way through the process.
The tobacco companies have already
signed on the dotted line that they will
pay into a fund for children’s health in-
surance. There is already $16 billion in
the bill for children’s health insurance,
and now we are going to vote another
$8 billion for children’s health insur-
ance when the President only asked for
$8 billion in the original bill and said
that would be enough. Now we are
going to $24 billion, and he only asked
for $8 billion. I have never known him
to ask for too little.

It is not about underage smoking.
The industry just agreed to a sweeping
package of changes to prevent under-
age smoking. The agreement virtually
bans all advertising. The industry even
agreed to massive fines if underage
smoking did not drop drastically over
the next 8 years. I don’t know how they
are going to stop people from smoking,
but that we will have to work on when
it gets here.

Mr. President, I ask unanimous con-
sent for 2 additional minutes.

The PRESIDING OFFICER. The
manager may yield time off the bill.
All time on the amendment has ex-
pired.

Mr. ROTH. I yield 2 minutes off the
bill.

Mr. FAIRCLOTH. Mr. President, if
this were it, the bill would include fa-
vors for a variety of special interests.
The liquor tax would get special
breaks, even skydiving would get a spe-
cial break. No, no one ever caused an
accident on the road after a night of
smoking, and I never heard anyone
being attacked after a cigarette binge.

My point is, this bill isn’t about pub-
lic health, it is about the easy politics
of attacking tobacco. The politics may
be easy for Senators outside the South-
east, and particularly North Carolina,
but this point reaches beyond politics.
It reaches to the men and women in
North Carolina and throughout the
Southeast, hard-working people won-
dering why the U.S. Congress and their
elected representatives are determined
to throw them out of business and out
of a job.
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Everyone in Washington talks about
the small farmer. We hear it daily.
North Carolina is made up of small
farms. The size of an average U.S. farm
is over 450 acres, and in North Caro-
lina, it is around 150 acres. We are
small farms.

Tobacco pays the bills. An acre of to-
bacco will yield roughly $1,200 a year in
net profit. Nothing else compares, and
there really isn’t anything else they
can grow that begins to fit into the
pattern and growth and lifestyle of the
area.

Tobacco keeps eastern North Caro-
lina and Southeastern United States
farmers on the land, and that is the
simple bottom truth line. Tobacco
keeps the family on the family farm.
Washington politicians are driving
families off the farm just to score po-
litical points back home.

I want every Senator to understand
what this tobacco tax means to real
people. These farmers have names.
They are good people. They are sending
their children to school, and they are
being driven out of a job to score polit-
ical points. I hope that all Senators
think about the people and the jobs
that they are destroying when they
next take a vote on a tobacco tax.

And another question, who is next on
the hit list from the tax increase
crowd? Tobacco today, tomorrow who
knows what product they have decided
to tax out of existence. I hope my col-
leagues will vote against any other tax
increase. It is time to stand up for the
people who are in the business working
for families. Mr. President, I yield the
floor.

The PRESIDING OFFICER. All time
on the amendment has expired.

Mr. MOYNIHAN. Mr. President, I
yield the distinguished Senator from
Louisiana such time as he may require
from the bill.

Mr. BREAUX. Mr. President, I thank
the ranking member. I won’t be that
long. I rise to commend the Demo-
cratic leader on our side, Senator
DASCHLE, and others who have put to-
gether a major effort in trying to offer
a package of democratically oriented
tax cuts which, in great sincerity,
many, many people feel would be, by
far, the better way to proceed—a more
balanced, more honest package of tax
cuts and how those tax cuts should
apply to society.

I think that what he is offering is
yeoman’s work in terms of fairness and
making sure that if there is going to be
a tax cut, people who need them the
most will benefit the most from those
tax cuts.

While I praise my Democratic leader,
I rise to say that I will not be able to
support that package when it is called
to be voted. I say that because we do
not live in a perfect world. Neither is
the Congress a perfect place. Neither is
the Finance Committee a perfect group
of individuals who have the wisdom of
Solomon to craft a perfect bill. But
what we have crafted in the Senate Fi-
nance Committee, because of the work
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of both Democrats and Republicans
working together, I think is a package
that merits our support.

It is a better package from many per-
spectives, but let me concentrate just
on the Democratic perspective of why
the bill, in fact, is better than when it
started.

First of all, there is $24 billion more
money which is directed at children for
health care, for young children who
today do not have health care. That is
a major, significant achievement. That
was achieved in a bipartisan fashion
with major input from Democrats who
insisted that whatever money we are
able to generate should be used for
children who need help and need assist-
ance. That is in this package which is
before us today.

There is $8 billion of additional as-
sistance that was achieved because, in
a bipartisan fashion, we agreed to raise
the cigarette tax on tobacco products
and use a portion of those revenues for
insuring the most vulnerable among
us, the children, for one of the most
important things that we can help chil-
dren with, and that is their health
care, both now and in the future. That
is the result of a bipartisan working ar-
rangement in the Senate Finance Com-
mittee.

In addition, I think that we have
taken what was originally a Repub-
lican proposal to give everybody a $500-
per-child tax credit that you could use
for whatever purpose. You could use it
to take care of your children, but you
could also use it to buy alcohol, you
could use it to go to the racetrack, you
could use it for whatever purpose. In a
bipartisan fashion, we worked to craft
an amendment that said you will have
these additional tax credits if you use
a portion of it to educate your chil-
dren. I suggest that there is not a bet-
ter thing that we can do for families
with children than to help those par-
ents educate those children for the fu-
ture so they can be successful members
of our society.

We, as Democrats, I think, argued
against indexing of capital gains say-
ing we can’t afford it. Let’s take a cap-
ital gains reduction, we hope it will in-
crease jobs and increase expansion in
business, but also don’t take the next
step of indexing it. Because of working
it in a bipartisan fashion, that in fact
is in the bill.

Again, working in a bipartisan fash-
ion, we made some tough decisions on
Medicare and Medicaid, as a result of
what we did, to try and bring about
competition, to try and say we will
make the tough decisions now and no
longer will we have to say to people
who tell us to fix Medicare, no longer
will we say not now, not with us and
not with this program. We have taken
the tough decisions, and we have ac-
cepted them. When people say fix Medi-
care, this Finance Committee can say
that we did what was necessary when
we were called upon to make those de-
cisions.

So I think as you look at the total
package, it is better than when it
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started. I, for one, as a person who par-
ticipated in that process would feel less
than totally honest if I was able to get
the things that make it better in the
package, and then when it came to
vote for that package, walk away and
say, ‘“No, I am going to vote for some-
thing else.”” That is not, I think, the
way things should operate in a demo-
cratically elected body which is a di-
vided Government. But while we have a
divided Government, we do not have a
divided Finance Committee. I think be-
cause of that bipartisan spirit and
what we were able to do, today we have
a better package before us.

Again, I commend our Democratic
leader for offering something that I
think if we were in control would be
the bill that would be before this com-
mittee. But that is not the case. But
what is the case is a fairly arrived at
package that makes this bill much bet-
ter. I think it deserves our support.

Mr. MOYNIHAN. Well said.

Mr. BREAUZX. I yield the floor.

Mr. DASCHLE addressed the Chair.

The PRESIDING OFFICER. The dis-
tinguished Democratic leader.

Mr. DASCHLE. I will use my leader
time, whatever time I may consume, to
close the debate on the amendment.

I think it has been a good debate. We
have had the opportunity to exchange
views. I think perhaps there has been
some misinformation about what the
amendment does and does not do. I
have heard that it is antisenior. I have
heard that it raises taxes. There are a
lot of concerns that perhaps at times
like this we ought to spend time rebut-
ting, but let me just get down to the
basics.

The basics are that we want to pro-
vide as much help to middle-class fami-
lies as we can. We want to provide as
much growth and opportunity for ex-
pansion to startup companies, to com-
panies that really need the help as we
can.

Our view is that those companies
that are in the multi-multibillion-dol-
lar category, multinational companies
that have extraordinary assets ought
to be viewed differently than those
companies that are just beginning,
those startup companies that need all
the help they can get to be able to sur-
vive and compete. We want to help
those. We realize that our resources are
not unlimited. So if they are not un-
limited, we have to target the best we
can those companies that indeed need
the greatest degree of assistance.

We provide that in capital gains. We
provide that in a number of investment
incentives that allow those companies
the opportunity to do all the things
that they can to be competitive, be the
next Microsoft or the next IBM.

Third, we feel it is as important as
anything we do in this bill to target as
many of our resources to education as
possible.

And fourth, we want to do it in a fis-
cally responsible way. We are very con-
cerned about the tax time bomb that
could occur in 10 or 15 years, as we
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watch this explosion with great dis-
may, having worked so hard now to
balance the budget and to bring this
budget into balance within the next
couple of years.

So, Mr. President, that is what we do,
those four things. We provide more tar-
geted assistance to those families who
need it the most. I respect immensely
the work done in the Senate Finance
Committee. I respect the effort made
in particular by the chairman and the
ranking member in working in a bipar-
tisan way. I respect Members who have
made decisions on either side of this
amendment for whatever agreements
may have been consummated and the
interpretation of the agreement as it
relates to this amendment. I respect
that.

I intend to vote, if we are not suc-
cessful with this amendment, for the
final package. But I do believe we can
do better. I believe that when we pro-
vide 65 percent of the benefits to the
highest 20 percent of incomes in this
country, we can do better in distrib-
uting benefits across the board more
effectively. I believe that our bill,
which provides 75 percent of the bene-
fits to the 60 percent in the middle,
does a better job of using limited re-
sources where they can do the most
good.

Mr. President, that is what this
amendment does. That is why I feel so
enthusiastic about supporting it. That
is why I am hopeful we can get a good
vote this afternoon.

I yield the floor 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 agreeing to the
amendment No. 527 offered by the
Democratic leader. The yeas and nays
have been ordered. The clerk will call
the roll.

The legislative clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Kansas [Mr. ROBERTS] is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber de-
siring to vote?

The result was announced—yeas 38,
nays 61, as follows:

[Rollcall Vote No. 134 Leg.]

YEAS—38
Akaka Ford Lieberman
Biden Glenn Mikulski
Bingaman Harkin Moseley-Braun
Boxer Hollings Murray
Bumpers Inouye Reed
Cleland Johnson Reid
Conrad Kennedy Robb
Daschle Kerry
Dorgan Landrieu X .
Durbin Lautenberg Torricelli
Feingold Leahy Wellstone
Feinstein Levin Wyden

NAYS—61
Abraham Bennett Bryan
Allard Bond Burns
Ashcroft Breaux Byrd
Baucus Brownback Campbell
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Chafee Gregg Murkowski
Coats Hagel Nickles
Cochran Hatch Roth
Collins Helms Santorum
Coverdell Hutchinson Sessions
Craig Hutchison Shelby
D’Amato Inhofe Smith (NH)
DeWine Jeffords Smith (OR)
Domenici Kempthorne Snowe
Enzi Kerrey Spect
Faircloth Kyl pecter
Frist Lott Stevens
Gorton Lugar Thomas
Graham Mack Thompson
Gramm McCain Thurmond
Grams McConnell Warner
Grassley Moynihan
NOT VOTING—1
Roberts
The amendment (No. 527) was re-
jected.

Mr. MOYNIHAN. I move to recon-
sider the vote.

Mr. CHAFEE. I move to lay it on the
table.

The motion to lay on the table was
agreed to.

AMENDMENT NO. 520, AS AMENDED

Mr. ROTH. Mr. President, I ask that
the Senate now resume consideration
of amendment No. 520, the committee
amendment.

The PRESIDING OFFICER. The Sen-
ator has that right. The pending
amendment now is amendment No. 520.

Mr. ROTH. Mr. President, this
amendment includes the $8 billion ad-
ditional funds for the children’s health
initiative. As we have discussed earlier,
the children’s health initiative is a
critical piece of the legislation before
the Senate. Members on both sides of
the aisle, both ends of the political
spectrum, and everyone in between are
committed to addressing the issue of
reaching our Nation’s children.

BEach morning, more than 10 million
children wake to face a day without
health insurance. Clearly, this situa-
tion has weighed heavily upon us.

Throughout the first quarter of the
105th session of Congress, a number of
Members have contributed to various
proposals for reaching these children. I
thank all my colleagues for their hard
work and effort. At this hour, we have
now reached a bipartisan agreement on
the structure of how to help the States
reach more of these uninsured children.
Now that we have a structure, we must
also ensure that it is adequately fund-
ed.

The committee amendment will pro-
vide an additional $8 billion for the
children’s health initiative, will secure
that final necessary piece to make this
bipartisan agreement work. Some
Members may argue that $16 billion is
too much money for the children’s
health initiative. Other Members will
argue that $24 billion is not enough.
The Finance Committee, which has
carefully considered this issue, has
agreed on a bipartisan basis that it is
just right, and with this committee
amendment we will inject $24 billion
into reaching the goal of providing
health insurance to more children.

Let me remind my colleagues that
the States will also be required to pro-
vide matching funds. So the total
amount will rise even higher. Of the 10
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million children without health insur-
ance, about 60 percent are either eligi-
ble to be enrolled into the Medicaid
Program or they live in families with
incomes about 250 percent of the pov-
erty level. For a family of four, that is
more than $40,000.

We do not, of course, want to displace
the role of the private sector in pro-
viding health insurance for children.
So this new initiative is really meant
to be targeted for those approximately
3.8 million children who live in families
who earn too much to qualify for Med-
icaid but not enough to pay for private
insurance. The committee amendment
will ensure that there are sufficient
funds to meet the goal of reaching
these children, and I urge all of my col-
leagues to support the Finance Com-
mittee provisions on this critical issue.

Mr. MOYNIHAN. Mr. President, in
brief, sir, in the history of child health
care, in the U.S. Congress there has
been no measure equivalent in size and
range to the measure the distinguished
chairman brings before you. We spent
much of the 103d Congress on this sub-
ject and did not add a penny to child
health care. In 2 days, the Finance
Committee added $24 billion, which we
bring to you in this amendment, which
I am sure will be supported on both
sides.

Mr. KENNEDY. Will the Senator
yield for a question? Will the chairman
yield for a question?

The PRESIDING OFFICER. The Sen-
ator from Delaware controls the time.

Mr. ROTH. I am happy to yield for a
question.

Mr. KENNEDY. Thank you very
much. As I understand it, by accepting
this proposal, the cigarette tax, which
will be used to fund the Hatch proposal
on child care, will actually terminate
as a funding stream 5 years from now,
and the revenues that will be raised by
that tax will be used to offset the in-
creased expenditures in the IRA’s—just
so that we all have an understanding of
the final decision made by the Finance
Committee.

Mr. ROTH. Mr. President, I say to my
distinguished friend and colleague that
the cigarette tax is permanent; it is
not limited to 5 years.

Mr. KENNEDY. But the funding
stream for the Hatch proposal——

Mr. ROTH. The funding stream is a 5-
year plan.

Mr. KENNEDY. At the end of the 5
years, the funds that would be provided
by the tobacco tax will be terminated
for the children’s health insurance pro-
posal. So, effectively, we are saying to
the States, as I understand it, that
they are going to get a funding stream
for 5 years. At the end of that, at least
in this proposal, there will be no fur-
ther funding.

Mr. ROTH. I will yield to the distin-
guished Senator from Utah to com-
ment on that.

Mr. HATCH. Mr. President, I will re-
spond to my colleague from Massachu-
setts. Because of the unique situation
in which we were able to add this
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spending provision to the tax bill, this
is the way it is written.

Mr. ROTH. I point out that the to-
bacco tax was for all purposes in the
bill, not just for the children’s health
insurance.

Mr. KENNEDY. Well, I thank the
Senators. As I understand it, then, the
tax will be permanent, but those rev-
enue streams that will fund the chil-
dren’s health insurance—the $8 million
—will terminate after 5 years, and
those revenues that would be created
by the cigarette tax will be used for the
offset, either on the IRA’s, or the cap-
ital gains, or the estate taxes. I think
I understand it correctly.

Mr. ROTH. I point out that what we
have here is a b-year plan, as I think
was originally the case for the distin-
guished Senator from Massachusetts.
Obviously, the plan can be renewed at
the end of the 5 years.

Mr. KENNEDY. I just wanted to clar-
ify the limitations on this funding
stream. But I am grateful for the chair-
man’s answer.

Mr. ROTH. I yield to the Senator
from Utah.

Mr. HATCH. The original Hatch-Ken-
nedy bill proposed a $20 billion health
insurance program for children, plus it
contributed $10 billion for deficit re-
duction. It was a 5-year authorization.
Both of the sponsors assumed—and I
believe properly so—that this program
will work well, that children will ben-
efit from it, and that it will be reau-
thorized at the end of 5 years. I have no
doubt that is the case here as well.

But the provision the Finance Com-
mittee adopted continues the tax be-
yond the 5-year period, and the reve-
nues may be used for other purposes.

To be clear, I assure my colleague
from Massachusetts that, should this
program work well, we will be revis-
iting it in b years.

And there is an additional point I
wish to make for those of my col-
leagues who believe the additional
funding is not needed. It seems fairly
clear that the $24 billion, as important
a sum as it is, will not cover all of the
10 million children who lack insurance.
If we are very, very lucky, or if the
Congressional Budget Office is smiling
on us that day, it will cover at most
about 8 million children. These figures
are obviously subject to the way the
States craft their programs, their cost-
sharing requirements, and whether the
States choose block grants or Med-
icaid.

For example, if all of the States
chose Medicaid, which I do not believe
would happen based on conversations I
have had with Governors, I estimate
that the most children we could cover
with the $24 billion is around 5 million.

The other point I feel compelled to
raise is that the CBO estimates are
coming in very meager. I am not sure
why, but they have been consistently
scoring the major children’s health
proposals as helping very few children.

For example, I am told their prelimi-
nary estimate for the CHIPS proposal
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was that it would cover 2 million kids.
Their initial estimate on the House-
passed block grant was that it would
help around 500,000 children, although
that was later revised to 860,000.

As a simple gauge, I use the figure of
$1,000 per child to measure coverage.
This is more than the Federal share of
an average Medicaid child, and equal to
or slightly less than the average high-
quality group health plan. This is also
the rough measure that Dr. Bruce
Vladeck at HCFA uses.

Based on that rough calculation, $24
billion over 5 years would cover just
short of 5 million kids per year. That
assumes that the funding were equal
each year, and it assumes that there
would be absolutely no inflation.

But to those who express concern
about the shelf-life of the $8 billion fig-
ure we are considering today, the bot-
tom line is that we are going to see
how this program works.

I assure my friend and colleague and
partner on this effort, a legislator who
has been a tireless advocate for chil-
dren for decades, that if this program
works and it is benefiting children, we
are going to reauthorize it five years
from now.

It is that simple. I give my assur-
ances that I intend to do everything in
my power to live up to that promise.
And I hope that our colleagues will
support that.

This particular amendment has been
brought up separately—not as part of
the overall bill—because it is a spend-
ing amendment on the tax bill.

Because a point of order has been
lodged, we need 60 votes in order to re-
tain my provision in the bill.

I believe I am not overstating it—and
I would like my colleagues to correct
me if I am wrong—when I say that res-
olution of this issue as part of the total
tax spending package was the critical
juncture in bringing us together in the
Finance Committee. That is a key rea-
son why we have had so much support
on both sides of the aisle.

So, it is critical that we pass this as
part of the overall plan. I hope our col-
leagues will take that into consider-
ation.

The tobacco tax is considerably less
than that embodied in the Hatch-Ken-
nedy bill, S. 526. But because of the $16
billion already in the spending bill we
passed last night—which most would
agree was placed there largely in re-
sponse to the original Hatch-Kennedy
filing—and because of the $8 billion we
are adding today, we should have an
adequate amount to take care of a sub-
stantial number of uninsured children
in the foreseeable future.

If we approve this proposal and then
retain the full $24 billion in the final
conference agreement that is signed by
the President, it would be a terrific
thing for our society.

Adoption of this amendment can only
help bring a larger bipartisan vote on
the tax bill. And, in the end, I think we
could all walk away feeling that we
had accomplished the most significant
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advance in children’s health for dec-
ades.

I yield at this point.

Mr. CHAFEE addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Rhode Island is recognized.

Mr. CHAFEE. Mr. President, this is a
very important measure that the dis-
tinguished chairman of the Finance
Committee is advancing here this
evening. What we are doing is, as he
mentioned, our very best to care for
the maximum number of low-income
children with health care. There is a
prescribed or suggested package of ben-
efits that includes eyeglasses and hear-
ing aids for these children from very,
very low-income families. So, Mr.
President, I urge my colleagues to sup-
port this measure.

I want to commend the chairman of
the Finance Committee, the distin-
guished Senator from Utah, and, of
course, the ranking member, Senator
MOYNIHAN, for everything they have
done to advance this proposal.

Mr. KENNEDY. Mr. President, I am
certainly going to support the proposal
that is recommended by the committee
itself. I want to commend my friend
and colleague, Senator HATCH, for his
perseverance and Dpersistence and
tough-mindedness in moving us as far
down the road as we are. But I think
we are receiving numbers, even as we
are here, about those that will be cov-
ered and, also, for example, by CBO—
the number that they believe will be
covered is considerably less than has
been estimated by the Finance Com-
mittee.

It just seems to me that the great
concerns that have been so well-articu-
lated by the chairman of the com-
mittee and my friend and colleague
from New York, Senator MOYNIHAN,
Senator CHAFEE, and Senator HATCH,
about the numbers of uninsured, and
the fact that they are at the margin in
terms of their income, being able to
have to provide approximately after-
tax income of almost maybe $800 or so,
in that range, it is still a very heavy
burden. I certainly hope that we can
find—with the strong health implica-
tions of raising the tobacco tax and the
importance of this particular national
need, we welcome the fact that now it
is an accepted Senate position that we
are going to have a 20-cent increase,
but that we can get about the business
of assuring that all of those children
are going to be covered. So I want to
thank those Senators, Senator HATCH
in particular and our other colleagues,
for being willing to accept the concept
and framework of the Hatch proposal. I
also indicate that I think we have an
opportunity to take care of the other
remaining uninsured children. I don’t
know why we would take care of one
child and not take care of another
when they are all basically the sons
and daughters of working families.

So I hope the Senate will accept this
proposal. I want to make it very clear
that we are preserving our right to
make sure we are going to get coverage
for the other children as well.
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Mr. ROTH. I yield 3 minutes to the
Senator from West Virginia.

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

Mr. ROCKEFELLER. Mr. President, I
thank both my ranking leader and the
chairman of the committee. I say to
my good friend, Senator KENNEDY from
Massachusetts, that having witnessed
this process, Senator HATCH fought
like a tiger, would not yield in very
close quarters, in order to get the addi-
tional $8 billion added on for children’s
health insurance, along with Senator
CHAFEE, myself, and others. I think
that ought to be very clear.

As Senator CHAFEE said when Sen-
ator CHAFEE and this Senator’s bill
failed, we managed to raise the stand-
ards of the bill to pass to such a degree
to being very effective. As for not cov-
ering all children, that will be a matter
of debate because of the uninsured al-
ready eligible and how to get to them.

I urge support of the committee
amendment.

Mr. MOYNIHAN addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from New York is recognized.

Mr. MOYNIHAN. Mr. President, this
is one of the finest moments the 105th
Congress will know. It could not have
come about without the courage and
the conviction of the Senator from
Utah. I would like to affirm everything
he has said about the support on both
sides of the aisle. It would be nice to
have a unanimous vote. Let us hope we
do have that, or near thereto.

Mr. CHAFEE. Mr. President, I would
like to contribute regarding the work
that the Senator from West Virginia
did. But for the groundwork he laid in
connection with what type of benefits
there would be, what kind of assur-
ances there would be for these children,
I don’t think we would be where we
are.

So I want to pay tribute to the Sen-
ator from West Virginia.

The PRESIDING OFFICER. Who
yields time?

Mr. ROTH. I yield 5 minutes to the
Senator from Utah.

The PRESIDING OFFICER. The Sen-
ator from Utah.

Mr. HATCH. Mr. President, this
morning we started the first of a series
of hearings in the Judiciary Committee
on the tobacco global settlement. I
have to say that the funding for this $8
billion, as well as a number of other
provisions that will be in the tax bill,
happens to come from the 20-cent-per-
pack tax on cigarettes.

The reason that Senator KENNEDY
and I originally put into our original
bill a 43-cent tax on cigarettes is be-
cause tobacco is the number one pre-
ventable cause of death in this country
today.

It is particularly important in this
instance because of these 10 million
children who are without health insur-
ance, b million of them it is estimated
will ultimately wind up smoking if we
do not find some way to make smoking
less attractive for them. It is also a
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proven fact that every time smoking
goes up 10 percent in cost that 7 per-
cent of these kids will never attempt to
smoke, which is a very wise thing here.
It is a spinoff benefit that we get in
adding the cigarette tax.

I might also add that 50 percent of all
smokers began before the age of 14, and
90 percent began before the age of 18.

So this particular amendment and
this particular aspect of this particular
bill has many, many good reasons for
its adoption.

I hope our colleagues will support
this because I think it is critical, and I
think my colleagues on both sides who
are really familiar with this will say
that it is critical in the overall binding
together in a bipartisan way of Demo-
crats and Republicans in the best inter-
est of our country and in support of
these major, major two pieces of rec-
onciliation legislation.

If you stop and think about it, this is
one of the most just taxes that we have
ever passed, and we have limited it to
20 cents rather than 43 cents. The ad-
vantage of that is that we will raise
enough money to help not only chil-
dren but help with some other serious
problems on the committee.

It was a very difficult discussion be-
cause we always have revenue-raising
problems, we always have offset prob-
lems, and we always have problems of
differences on the Finance Committee.
But here basically everybody was
brought together. Ultimately this side
of the equation passed 18 to 2. The
spending side passed 20 to zero.

I hope our colleagues will support
this amendment because it is critical
to the overall passage of this matter.

It is also critical to these children. I
don’t know of a better thing we can do.
We spend an awful lot of time around
here doing an awful lot of good for peo-
ple who can’t help themselves, and here
is a case where we have children 90 per-
cent of whom live in families with at
least one parent who works who can’t
help themselves but would if they
could. This is the way to solve that.

It is a reasonable compromise. It is
something that will work. It gets
enough money out there in comparison
to Hatch-Kennedy that I think it will
work. It does it in a thrifty savings
way.

I want to personally compliment the
chairman and the ranking member of
this committee and other members of
this committee for their willingness to
see through the solution of these prob-
lems with this amendment. I hope my
colleagues on our side will support this
amendment. I hope our colleagues on
the Democrat side will support it be-
cause in doing so we will be pushing
this process greatly forward.

I thank all of those who have partici-
pated and who will participate in help-
ing us to do so.

I yield the floor.

Mr. HATCH. Mr. President, why do
we need 8 billion on top of the 16 billion
already appropriated?

We learned earlier that the House
Commerce block grant may be scored
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as reaching only 860,000 uninsured chil-
dren. I understand that this is a com-
plicated matter because some funds
will be used for direct services and not
to purchase insurance. But it just
shows you that this whole area is not
cheap.

We heard from Bruce Vladeck it costs
about $1,000 or so for a good, solid in-
surance policy. We also know that the
Federal share of Medicaid this year
averages about $860 per child.

In the first year of the CHILD Pro-
gram there will be an even 50/50 split
between health care and deficit reduc-
tion so that $3 billion will be used for
program costs. In year five, this pro-
gram component will grow to $5 bil-
lion.

Using these numbers as a guide, it
seems reasonable to expect that, de-
pending a great deal how states chose
to implement this program that our
bill will be able to cover about 3.5 mil-
lion or so children in the early years of
the program and about 5 million chil-
dren in the fifth year.

There are many variables such as
which States chose to participate,
what their State matching require-
ment is, what coinsurance and copay-
ments they require, and so on. We must
also take into account inflation which
will erode the purchasing power of the
yearly allocation.

Another way to look at the problem
is to see how many children the $16 bil-
lion in the budget agreement could
cover. This $16 billion amounts to an
average of $3.2 billion per year. If we
used all of this money to buy Medicaid
coverage at $860 per child, it would
cover about 3.7 million children.

This would still leave 1 million chil-
dren under 125% of poverty with no
health insurance.

Twenty-four billion dollars is about
$4.8 billion per year spread over 5
years.

Depending on how States implement
the program, cost-sharing require-
ments and so forth, I think that would
cover between 5 and 6.5 million, per-
haps 7 million children.

The PRESIDING OFFICER
HUTCHISON). Who yields time?

Mr. ROTH. Madam President, I don’t
see anyone requiring further time to
debate this issue.

So I yield whatever time I have re-
maining.

Mr. DOMENICI addressed the Chair.

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

Mr. DOMENICI. Is all time yielded?

The PRESIDING OFFICER. All time
has been yielded.

Mr. DOMENICI. Madam President, I
raise the point of order under section
302(f) of the Budget Act that amend-
ment No. 520 results in the Finance
Committee exceeding its spending allo-
cations under section 602(a) of the
Budget Act.

Mr. ROTH. Madam President, I move
to waive all points of order against the
committee amendment language for
consideration of this provision now,
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and also for the language, if included
at later stages, of the revenue rec-
onciliation process such as in a con-
ference report.

Mr. McCONNELL. Madam President,
I 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.

VOTE ON MOTION TO WAIVE THE BUDGET ACT

The PRESIDING OFFICER. The
question occurs on agreeing to the mo-
tion to waive the Budget Act. The yeas
and nays have been ordered. The clerk
will call the roll.

The bill clerk called the roll.

Mr. NICKLES. I announce that the
Senator from Kansas [Mr. ROBERTS], is
necessarily absent.

The PRESIDING OFFICER. Are there
any other Senators in the Chamber
who desire to vote?

The yeas and nays resulted—yeas 80,
nays 19, as follows:

[Rollcall Vote No. 135 Leg.]

YEAS—80
Abraham Durbin Lott
Akaka Enzi Lugar
Allard Feingold Mack
Baucus Feinstein McCain
Bennett Frist Mikulski
Biden Glenn Moseley-Braun
Bingaman Gorton Moynihan
Bond Graham Murkowski
Boxer Grassley Murray
Breaux Hagel Reed
Brownback Harkin Reid
el

Bryan Hatch R

. obb
Bumpers Hollings
Burns Hutchison Rockefeller
Byrd Inouye Roth
Campbell Jeffords Santorum
Chafee Johnson Sarbanes
Cleland Kempthorne Shelby
Cochran Kennedy Smith (OR)
Collins Kerrey Snowe
Conrad Kerry Specter
D’Amato Kohl Stevens
Daschle Landrieu Thomas
DeWine Lautenberg Torricelli
Dodd Leahy Warner
Domenici Levin Wellstone
Dorgan Lieberman Wyden

NAYS—19
Ashcroft Grams Nickles
Coats Gregg Sessions
Coverdell Helms Smith (NH)
Craig Hutchinson Thompson
Faircloth Inhofe Thurmond
Ford Kyl
Gramm McConnell
NOT VOTING—1
Roberts

The PRESIDING OFFICER. On this
vote the yeas are 80, the nays are 19.
Three-fifths of the Senators duly cho-
sen and sworn having voted in the af-
firmative, the motion is agreed to. The
Budget Act is waived.

Mr. ROTH. Madam President, I move
to reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. ROTH addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

Mr. ROTH. Madam President, I ask
unanimous consent that the next two
first-degree amendments in order to S.
949 first be an amendment by Senator
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DOMENICI regarding budget enforce-
ment, to be followed by an amendment
by Senator BYRD regarding the budget.

Mr. KERRY. Reserving the right to
object.

The PRESIDING OFFICER. Is there
objection?

Mr. KERRY. Reserving the right to
object. I will not object.

Mr. DURBIN. Reserving the right to
object, if I might ask the chairman be-
fore this unanimous consent is consid-
ered, I have an amendment pending,
which I believe is the regular order,
that I would like to have called up.

Mr. ROTH. I would say to the distin-
guished Senator from Illinois that we
want to move ahead on a few amend-
ments that I had mentioned here on a
unanimous-consent basis. We will dis-
cuss with the Senator later his amend-
ment.

Mr. DURBIN. Do I have the chair-
man’s assurance that this amendment
will be protected, there will be time for
debate on it this evening?

Mr. ROTH. Yes. There will be time to
debate it this evening. That is correct.

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

AMENDMENT NO. 520, AS AMENDED

THE PRESIDING OFFICER. The
question now occurs on amendment No.
520, as amended, offered by the Senator
from Delaware. If there be no further
debate, the question is on agreeing to
the amendment.

The amendment (No. 520), as amend-
ed, was agreed to.

Mr. ROTH. Madam President, I move
to reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

———

MORNING BUSINESS

Mr. ROTH. I believe the distin-
guished Senator from New York would
like us to go into morning business.

Mr. MOYNIHAN. Could we have 10
minutes for morning business, that we
might discuss a momentous decision or
nondecision by the Supreme Court this
morning?

Mr. ROTH. I so move, Madam Presi-
dent.

The PRESIDING OFFICER. Without
objection, it is so ordered. We are in 10
minutes of morning business.

Mr. BYRD addressed the Chair.

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

———

RAINES V. BYRD

Mr. BYRD. Madam President, earlier
today, in a seven-to-two decision, the
United States Supreme Court ruled
that Members of Congress do not have
the requisite constitutional standing
necessary to challenge the Line Item
Veto Act.

That decision overturns the April 10
ruling of the U.S. District Court, which
held that the Act does, indeed, injure
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