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‘‘a wide range of Federal programs,’’ and of-
fers these subscribers timely updates on ‘‘500
education programs.’’ More recently, the Aid
for Education Report published by CD Publi-
cations advertised that ‘‘huge sums are
available. . .in the federal government
alone, there are nearly 800 different edu-
cation programs that receive authorization
totaling almost a hundred billion dollars.’’

It’s a shame that a school district
has to pay $400 for a catalog to learn
how to get back the money that its
community has sent to Washington to
educate its children. But sadly, this is
often the case.

A third problem we can identify with
many current federal education pro-
grams is that federal dollars are often
earmarked for one particular use, and
cannot be used for any other purpose.
This inflexible funding hurts schools
that have other needs than the ones
prescribed by the federal government.
A recent example of this is the $1.2 bil-
lion earmarked last year for classroom
size reduction. While more teachers
and class size reduction are noble en-
deavors, some schools don’t need more
teachers, but instead need more com-
puters. However, the only use of this
$1.2 billion can be for hiring more
teachers. Such a policy flies in the face
of one ingredient for educational suc-
cess, local control.

So, we know we have created a lot of
federal education programs and we
have dedicated a great deal of re-
sources for these programs. What re-
sults are we getting? The National Cen-
ter for Education Statistics’ NAEP 1994
Reading Report Card for the Nation
and the States reveals that 40 percent
of fourth graders do not read at a basic
level. The same report also indicates
that half of the students from urban
school districts fail to graduate on
time, if at all. And the NAEP Report
Card also shows that United States
12th graders only outperformed two out
of 21 nations in mathematics. The
Brookings Institution released a study
in April of 1998 indicating that public
institutions of higher education have
to spend $1 billion each year on reme-
dial education for students.

Knowing these disastrous results, we
cannot afford to keep spending our fed-
eral education dollars in the same way
we have been doing for years if it’s not
stimulating academic success. Parents,
teachers, school boards, and members
of our community won’t stand for this
kind of failure. They want and need op-
portunities to be more involved in de-
ciding how to spend the federal edu-
cation dollar, because they know what
works. We must spend our federal re-
sources for elementary and secondary
education in ways that embrace the in-
gredients of success.

Rather than fund the patchwork of
federal elementary and secondary edu-
cation programs that Washington
wants, Congress should send that
money directly to local school dis-
tricts. Parents and teachers need the
financing, flexibility and freedom to
fund programs they know will improve
their children’s education.

Senator BOND’s ‘‘Direct Check for
Education’’ proposal does just this. He
takes some of the Department of Edu-
cation’s largest competitive grant pro-
grams and returns the money in the
form of a ‘‘direct check’’ to the local
school districts based on the number of
students in each district. Schools may
use the funds in ways they believe will
be most effective in elevating student
achievement.

Under the ‘‘Direct Check’’ proposal,
no longer would school districts have
to come to Washington and beg for the
money they sent to Washington to edu-
cate their children. No longer would
teachers and administrators have to
spend countless and wasted hours fill-
ing out federal grant application and
compliance forms. No longer would
schools be forced to earmark federal
dollars for programs that have no rel-
evance to their students’ needs. Rath-
er, school districts with the input of
teachers, school boards, administra-
tors, and of course, parents, would have
the authority and flexibility to use fed-
eral dollars for what they best see fit.

For example, local schools could de-
ploy resources to hire new teachers,
raise teacher salaries, buy new text-
books or new computers—whatever the
schools deem most important to the
educational success of their students.
The Direct Check to Education propos-
als gives schools more time, flexibility,
and money to spend on what’s most im-
portant: providing classroom instruc-
tion to our nation’s children.

With the flexible, equitable distribu-
tion of federal funding under Senator
BOND’s proposal comes accountability.
Local school districts will be penalized
for knowingly submitting false infor-
mation regarding the number of stu-
dents in their districts. Moreover, the
Secretary of Education may audit local
educational agency expenditures to en-
sure that funds are used in accordance
with the Direct Check in Education
Act. And most importantly, parents,
school boards, and members of the
community will be able to give direct
input into funding decisions, since
those decisions will be made right in
the community, rather than hundreds,
and sometimes thousands, of miles
away in Washington, D.C. Local deci-
sion making allows for local account-
ability.

Mr. President, we have learned from
experience that our many of our cur-
rent federal education programs and
dollars are not producing what we ex-
pect for our students. We know that
successful education programs occur
when crucial decisions are made by
local communities, teachers, school
boards, and parents. This is why I sup-
port Senator BOND’s ‘‘Direct Check for
Education’’ proposal. His plan em-
braces the ingredients of educational
success, as it gives parents, teachers
and school boards the authority and
flexibility to direct funds to programs
they know work for their children.

As I said earlier, Senator BOND’s pro-
posal consolidates a number of the De-

partment of Education’s federal pro-
grams for elementary and secondary
education. I believe we should explore
whether other federal education pro-
grams—both within and outside the
Department of Education—should also
be taken and put into a ‘‘direct check’’
to our local school districts. We must
continue to look for ways to direct our
federal resources in ways that reflect
the ingredients of success and edu-
cational excellence for our children.

By Mr. KYL (for himself and Mr.
COVERDELL):

S. 53. A bill to amend the Internal
Revenue Code of 1986 to provide a re-
duction in the capital gain rates for all
taxpayers and a partial dividend in-
come exclusion for individuals, and for
other purposes; to the Committee on
Finance.
CAPITOL GAINS AND DIVIDEND INCOME REFORM

ACT

By Mr. KYL:
S. 54. A bill to amend the Internal

Revenue Code of 1986 to repeal the cor-
porate alternative minimum tax; to
the Committee on Finance.

CORPORATE TAX EQUITY ACT

By Mr. KYL (for himself and Mr.
COVERDELL):

S. 55. A bill to amend the Internal
Revenue Code of 1986 to limit the tax
rate for certain small businesses, and
for other purposes; to the Committee
on Finance.
SMALL BUSINESS INVESTMENT AND GROWTH ACT

By Mr. KYL (for himself, Mr. AL-
LARD, Mr. ASHCROFT, Mr.
BURNS, Mr. COCHRAN, Mr.
COVERDELL, Mr. CRAPO, Mr.
ENZI, Mr. GRAMM, Mr. GRAMS,
Mr. HAGEL, Mr. HELMS, Mrs.
HUTCHISON, Mr. INHOFE, Mr.
MACK, Mr. MURKOWSKI, Mr.
ROBERTS, Mr. SMITH of New
Hampshire, Mr. THOMAS, and
Mr. SESSIONS):

FAMILY HERITAGE PRESERVATION ACT

S. 56. A bill to repeal the Federal es-
tate and gift taxes and the tax on gen-
eration-skipping transfers; to the Com-
mittee on Finance.

Mr. KYL. Mr. President, today I in-
troduce a series of bills designed to
help sustain the economic expansion
and enhance the rate of economic
growth in this country. The four meas-
ures, which together make up what I
refer to as the Agenda for Economic
Growth and Opportunity, will help en-
courage investment in small busi-
nesses, enhance the wages of American
workers, and make our country more
competitive in the global economy.

Mr. President, it was just over 36
years ago that President John F. Ken-
nedy made the following observation in
his State of the Union message—an ob-
servation that someone could just as
easily make about today’s economy. He
said, ‘‘America has enjoyed 22 months
of uninterrupted economic recovery.’’
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The current expansion, albeit weaker
than most during this century, has
gone on somewhat longer. ‘‘But,’’
President Kennedy went on to say, ‘‘re-
covery is not enough. If we are to pre-
vail in the long run, we must expand
the long-run strength of our economy.
We must move along the path to a
higher rate of economic growth.’’

Economic growth. The concept is
studied endlessly by economists and
statisticians, but what does it mean for
the average American family, and why
should policy-makers be so concerned
about it?

For most of the 20th century, our na-
tion enjoyed very strong rates of eco-
nomic growth and the dividends that
came with it. The 1920s saw annual eco-
nomic growth above five percent. In
the 1950s, it was above six percent. Eco-
nomic growth during the Kennedy and
Johnson years averaged 4.8 percent an-
nually. During the years after the
Reagan tax cuts and before the 1990 tax
increase, the economy grew at an aver-
age rate of 3.9 percent a year, accord-
ing to data supplied by the Joint Eco-
nomic Committee.

The Clinton years, by contrast, have
actually seen the economy grow at a
much slower rate—an average rate of
only about 2.3 percent a year. And re-
cent estimates by the Congressional
Budget Office project that the growth
of real Gross Domestic Product is like-
ly to slow to just over two percent for
the last part of 1998 and the early part
of 1999. What that means is that, while
we may not exactly be hurting as a na-
tion, we are not becoming much better
off, either. We are certainly not leaving
much of a legacy for our children and
grandchildren to meet the needs of to-
morrow.

Slower growth means fewer job op-
portunities in the days ahead for young
Americans just entering the workforce
and for those people seeking to free
themselves from the welfare rolls. It
means stagnant wages and salaries,
and fewer opportunities for career ad-
vancement for those who do have jobs.
It means less investment in new plants
and equipment, and new technology—
things needed to enhance productivity
and ensure that American businesses
can remain competitive in the global
marketplace.

So what do we do to spur economic
growth—to ensure that jobs will con-
tinue to be available for those who
want them, that families can earn bet-
ter wages, and that American business
maintains a dominant role in the glob-
al economy? Those are, after all, the
goals of the agenda I am laying out
today—an agenda for economic growth
and opportunity for all Americans, for
those struggling to make ends meet
today, and for our children when they
enter the workforce tomorrow.

Let me begin my answer with an-
other quotation from John Kennedy:

‘‘[I]t is increasingly clear—to those in Gov-
ernment, business, and labor who are respon-
sible for our economy’s success—that our ob-
solete tax system exerts too heavy a drag on

private purchasing power, profits, and em-
ployment. Designed to check inflation in
earlier years, it now checks growth instead.
It discourages extra effort and risk. It dis-
torts use of resources. It invites recurrent
recessions, depresses our Federal revenues,
and causes chronic budget deficits.’’

Mr. President, although we managed
to balance the unified budget last year,
there is still much in what President
Kennedy said that is relevant to our
situation today. Consider, for example,
that we balanced the budget by taxing
and spending at a level of about $1.72
trillion—a level of spending that is 25
percent higher than when President
Clinton took office just six years ago.
Our government now spends the equiv-
alent of $6,700 for every man, woman,
and child in the country every year.
That is the equivalent of nearly $27,000
for the average family of four. But all
of that spending comes at a tremen-
dous cost to hard-working taxpayers.
As President Kennedy put it, it is a
drag on private purchasing power, prof-
its, and employment.

The Tax Foundation estimates that
the median income family in America
saw its combined federal, state, and
local tax bill climb to 37.6 percent of
income in 1997—up from 37.3 percent
the year before. That is more than the
average family spends on food, cloth-
ing, shelter, and transportation com-
bined. Put another way, in too many
families, one parent is working to put
food on the table, while the other is
working almost full time just to pay
the bill for the government bureauc-
racy.

Perhaps a different measure of how
heavy a tax burden the federal govern-
ment is imposing—how big is the drag
on the economy—would be helpful here.
Consider that federal revenues hit a
peacetime high of 19.8 percent of Gross
Domestic Product (GDP) in 1997 and,
according to the Congressional Budget
Office, will continue to climb—to 20.5
percent in 1998 and 20.6 percent in 1999.
That will be higher than any year since
1945, and it would be only the third and
fourth years in our nation’s entire his-
tory that revenues have exceeded 20
percent of national income. Notably,
the first two times revenues broke the
20 percent mark, the economy tipped
into recession.

Mr. President, the agenda I am pro-
posing attacks some of the most sig-
nificant deficiencies in our nation’s
Tax Code that are inhibiting savings
and investment, and job creation—defi-
ciencies that keep us from reaching our
potential as a nation. I do not make
these proposals as a substitute for fun-
damental tax reform or an across-the-
board reduction in income-tax rates,
which I believe are the ultimate solu-
tions to the problem. But fundamental
tax reform is going to take some time
to accomplish, maybe several years.
And I am not convinced that President
Clinton will ever agree to an across-
the-board reduction in tax rates.
Therefore, what we need now are in-
terim steps—things we can do quick-
ly—to make sure our movement into

the 21st century is based on the bed-
rock of a strong and growing economy.

These Tax Code changes will help
strengthen the economy and, in turn,
produce more revenue for the federal
government to help keep the budget
balanced. Recent experience proves
that it is a strong and growing econ-
omy—not high tax rates—that gen-
erates substantial amounts of new rev-
enue for the Treasury. It was the grow-
ing economy that helped eliminate last
year’s unified budget deficit.

Mr. President, the first of the four
tax-related bills I am introducing is
based primarily upon President John
Kennedy’s own growth package from
three decades ago. Like the Kennedy
plan, the legislation would reduce the
percentage of long-term capital gains
included in individual income subject
to tax to 30 percent. It would reduce
the alternative tax on the capital gains
of corporations to 22 percent.

I would note that Democratic Presi-
dent John Kennedy’s plan called for a
deeper capital gains tax cut than the
Republican-controlled Congress passed
in 1997.

There was a reason that John Ken-
nedy called for a significant cut in the
capital gains tax. ‘‘The present tax
treatment of capital gains and losses is
both inequitable and a barrier to eco-
nomic growth,’’ the President said.
‘‘The tax on capital gains directly af-
fects investment decisions, the mobil-
ity and flow of risk capital from static
to more dynamic situations, the ease
or difficulty experienced by new ven-
tures in obtaining capital, and thereby
the strength and potential for growth
of the economy.’’

So if we are concerned whether new
jobs are being created, whether new
technology is developed, whether work-
ers have the tools they need to do a
better, more efficient job, we should
support measures that reduce the cost
of capital to facilitate the achievement
of all these things. Remember, for
every employee, there is an employer
who took risks, made investments, and
created jobs. But that employer needed
capital to start. Economist Allen Sinai
estimates that a capital-gains tax re-
duction would help businesses create as
many as 500,000 new jobs.

A capital-gains tax reduction would
provide critical help to the country’s
entrepreneurs, especially those striving
to open their own small businesses or
grow their businesses. Small business
is, after all, that engine that drives the
nation’s economy. In Arizona, about
half of those businesses are run by
women. An estimated 130,000 women-
owned businesses in the state employ
more than 330,000 people. These are pre-
cisely the kind of firms that have dif-
ficulty securing the capital they need
to expand. High capital-gains taxes are
one reason why.

Mr. President, it may come as a sur-
prise to some people, but experience
shows that lower capital-gains tax
rates help not only small businesses
and the economy, but federal revenues
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as well. The most impressive evidence,
as noted in a recent report by the
American Council for Capital Forma-
tion, can be found in the period from
1978 to 1985. During those years, the top
marginal federal tax rate on capital
gains was cut significantly—from 35
percent to 20 percent—but total indi-
vidual capital gains tax receipts nearly
tripled—from $9.1 billion to $26.5 billion
annually.

Data from the National Bureau of
Economic Research indicates that the
maximizing capital gains tax rate—
that is, the rate that would bring in
the most Treasury revenue—is some-
where between nine and 21 percent. The
Joint Economic Committee estimates
that the optimal rate is probably 15
percent or less. The bill I am introduc-
ing today would set an effective top
rate on capital gains earned by individ-
uals, by virtue of the 70 percent exclu-
sion, at 11.88 percent.

Mr. President, when capital gains tax
rates are too high, people need only
hold onto their assets to avoid the tax
indefinitely. No sale, no tax. But that
means less investment, fewer new busi-
nesses and new jobs, and—as historical
surveys show—far less revenue to the
Treasury than if capital gains taxes
were set at a lower level. Just as the
local department store does not lose
money on weekend sales—because vol-
ume more than makes up for lower
prices—lower capital gains tax rates
can encourage more economic activity
and, in turn, produce more revenue for
the government.

Capital gains reform will help the
Treasury. A capital gains tax reduction
would help unlock a sizable share of
the estimated $7 trillion of capital that
is left virtually unused because of high
tax rates. More importantly, it will
help the family that has a small plot of
land it would like to sell, or a small
business that would like to expand, buy
new equipment, and create new jobs.

Moreover, evidence shows that most
of the tax savings will go to Americans
of modest means. According to Internal
Revenue Service data, almost 53 per-
cent of taxpayers reporting capital
gains had adjusted gross incomes of
less than $50,000. Another 28 percent
have AGIs between $50,000 and $100,000.

Nearly two years ago, this Congress
reduced capital gains taxes, but it did
so in a way that added substantially to
the complexity of the Tax Code. And,
in my view, it did not cut the tax rate
enough. John Kennedy’s idea—that is,
simply providing a 70 percent exclu-
sion—was a superior approach, and
that is what I am proposing today.

Mr. President, the second part of this
bill proposes a similar exclusion for
dividend income. The rationale is two-
fold: first, to further encourage saving
and investment; and second, to elimi-
nate any bias in the Tax Code that
might favor investments whose returns
are paid primarily in capital gains over
those that pay dividends. With recent
reductions in the capital-gains tax,
there may now be more incentive to in-

vest in instruments that produce earn-
ings taxed at the low capital-gains
rate, as opposed to investing for divi-
dends which are taxed at the regular,
higher income-tax rate. My bill pro-
poses to put dividend income on par
with capital gains for purposes of levy-
ing an income tax.

The exclusion for dividend income
would also go a long way toward elimi-
nating the double taxation of such in-
come, which is currently taxed once at
the corporate level and then again
when it is provided to investors in the
form of dividends. A report by the
American Council for Capital Forma-
tion notes that dividend income is
taxed more heavily in the United
States than in most other industri-
alized countries. The Council indicates
that dividend income is subject to a
U.S. tax rate of 60.4 percent, compared
to an average of 51.1 percent abroad.
This high rate is due to the double tax-
ation of dividend income.

Mr. President, the second in this se-
ries of bills is the Corporate Tax Eq-
uity Act, a bill designed to help U.S.
businesses make larger capital expend-
itures and thereby enhance productiv-
ity and job creation by repealing the
corporate Alternative Minimum Tax
(AMT).

Mr. President, the original intent of
the AMT was to make it harder for
large, profitable corporations to avoid
paying any federal income tax. But the
way to have accomplished that objec-
tive was not, in my view, to impose an
AMT, but to identify and correct the
provisions of law that allowed large
companies to inappropriately lower
their federal tax liabilities to begin
with. Ironically, the primary shelters
corporations were using to minimize
their tax liability—that is, the acceler-
ated depreciation and safe harbor leas-
ing of the old Tax Code—were being
corrected at the time the AMT was en-
acted.

I would point out that the AMT is
not a tax, per se. As indicated in an
April 3, 1996 report by the Congres-
sional Research Service, the AMT is
merely intended to serve as a prepay-
ment of the regular corporate income
tax, not a permanent increase in over-
all corporate tax liability. What that
means in practical terms is that busi-
nesses are forced to make interest-free
loans to the federal government under
the guise of the AMT. Corporations pay
a tax for which they are not liable, but
which they are able to apply toward
their future regular tax liability.

I would also point out that most of
the corporations paying the AMT are
relatively small. The General Account-
ing Office, in a 1995 report on the issue,
found that, in most years between 1987
and 1992, more than 70 percent of cor-
porations paying the AMT had less
than $10 million in assets.

The AMT requires corporations to
calculate their tax liability under two
separate but parallel income-tax sys-
tems. Firms must calculate their AMT
liability even if they end up paying the

regular tax. At a minimum, that means
that firms must maintain two sets of
records for tax purposes.

The compliance costs are substantial.
In 1992, for example, while only about
28,000 corporations paid the AMT, more
than 400,000 corporations filed the AMT
form, and an even greater—but un-
known—number of firms performed the
calculations needed to determine their
AMT liability. A 1993 analysis by the
Joint Committee on Taxation found
that the AMT added 16.9 percent to a
corporation’s total cost of complying
with federal income tax laws.

Mr. President, repealing the cor-
porate AMT would help free up badly
needed capital to assist in business ex-
pansion and job creation. According to
a study by DRI/McGraw-Hill, AMT re-
peal would have increased fixed invest-
ment by a total of 7.9 percent, raised
Gross Domestic Product by 1.6 percent,
and increased labor productivity by 1.6
percent between 1996 and 2005. The
study also projected that repeal would
produce an additional 100,000 jobs a
year during the years 1998 to 2002.

Mr. President, the third bill in this
package is the Small Business Invest-
ment and Growth Act, which would en-
sure that small businesses do not pay a
higher income-tax rate than large cor-
porations. Congressman PHIL CRANE of
Illinois has been promoting similar leg-
islation in the House of Representa-
tives.

Mr. President, the 1990 and 1993 in-
creases in marginal income-tax rates
put a tremendous strain on the nearly
two million small businesses around
the country that are organized as S
corporations. Since these small busi-
nesses pay taxes at the individual in-
come-tax rate, they can be subject to
rates as high as 39.6 percent—higher
than any other corporate entity. By
contrast, the top rate imposed on large
corporations is only 34 percent.

What sense is there in imposing tax
rates on small businesses that are
higher than those levied on better fi-
nanced corporations? Estimates indi-
cate that successful American busi-
nesses have been able to create three to
four new jobs for every additional
$100,000 they retain in the business. So
higher taxes are counterproductive.
They deny small businesses the funds
they need to invest in new jobs, new
equipment, and new facilities. That
hurts small companies. And it hurts
the economy.

The bill I am introducing today
would establish a top rate of 34 percent
when a small business reinvests its
earnings in its operation, or when the
earnings are distributed to the share-
holders for the purposes of making tax
payments. This lower tax rate would be
applicable only to the first $5 million
in taxable income of the small busi-
ness.

The bill is a similar, but expanded,
version of legislation that I introduced
during the 105th Congress. Although
the latest version would provide relief
to more S corporations, I want to make



CONGRESSIONAL RECORD — SENATES470 January 19, 1999
it clear that I would prefer to provide
tax relief to all businesses. And since
taxes paid by businesses are merely
passed along in the form of higher
prices, we are really talking about pro-
viding relief to all consumers.

The Small Business Investment and
Growth Act represents an important
first step toward reducing excessive
taxes on small business and encourag-
ing S corporation owners and managers
to reinvest income into their busi-
nesses, thereby creating more jobs and
fueling economic growth. I hope my
colleagues will join me in supporting
this measure and reducing the tax bur-
den imposed on America’s small busi-
nesses.

Mr. President, the fourth in the se-
ries of economic growth incentives is a
bill to repeal the federal estate, or
death, tax.

Mr. President, it was Ben Franklin
who said some 200 years ago that noth-
ing in this world is certain except
death and taxes. Leave it to the federal
government to find a way to put those
two inevitabilities together to create a
death tax that is not only confiscatory,
but offensive to Americans’ sense of
fairness, harmful to the environment,
and injurious to small business and the
economy.

Although most Americans will prob-
ably never pay a death tax, most peo-
ple still sense that there is something
terribly wrong with a system that al-
lows Washington to seize more than
half of whatever is left after someone
dies—a system that prevents hard-
working Americans from passing the
bulk of their nest eggs to their children
or grandchildren. The respected liberal
Professor of Law at the University of
Southern California, Edward J. McCaf-
frey, put it this way: ‘‘Polls and prac-
tices show that we like sin taxes, such
as on alcohol and cigarettes.’’ ‘‘The es-
tate tax,’’ he went on to say, ‘‘is an
anti-sin, or a virtue tax. It is a tax on
work and savings without consump-
tion, on thrift, on long term savings.
There is no reason even a liberal popu-
lace need support it.’’

Democrat economists Henry Aaron
and Alicia Munnell reached similar
conclusions, writing in a 1992 study
that death taxes ‘‘have failed to
achieve their intended purposes. They
raise little revenue. They impose large
excess burdens. They are unfair.’’

In fact, 77 percent of the people re-
sponding to a survey by the Polling
Company last year indicated that they
favor repeal of the death tax. When
Californians had the chance to weigh in
with a ballot proposition, they voted
two-to-one to repeal their state’s death
tax. The legislatures of five other
states have enacted legislation since
1997 that will either eliminate or sig-
nificantly reduce the burden of their
states’ death taxes.

Talk to the men and women who run
small businesses around the country
and you will find that death taxes are
a major concern to them. The 1995
White House Conference on Small Busi-

ness identified the death tax as one of
small business’s top concerns, and dele-
gates to the conference voted over-
whelming to endorse its repeal.

Remember, this is a tax that is im-
posed on a family business at the mo-
ment when it is least able to afford the
payment—upon the death of the person
with the greatest practical and institu-
tional knowledge of that business’s op-
erations. It should come as no surprise,
then, that a 1993 study by Prince and
Associates—a Stratford, Connecticut
research and consulting firm—found
that nine out of 10 family businesses
that failed within three years of the
principal owner’s death attributed
their companies’ demise to trouble
paying the death tax. Six out of 10 fam-
ily-owned businesses fail to make it to
the second generation. The death tax is
a major reason why.

Think of what that means to women
and minority-owned businesses in par-
ticular. Instead of passing a hard-
earned and successful business on to
the next generation, many families
have to sell the company in order to
pay the death tax. The upward mobil-
ity of such families is stopped in its
tracks. The proponents of this tax al-
ways speak of the need to hinder ‘‘con-
centrations of wealth.’’ What the tax
really hinders is new American success
stories.

Even if a family does not have to sell
its business to pay the death tax, there
are still significant costs that are im-
posed either directly or indirectly.
Some people simply take preemptive
action—they slow the growth of their
businesses to limit their death-tax bur-
den. Of course, that means less invest-
ment in our communities and fewer
jobs created. Others divert money they
would have spent on new equipment or
new hires to insurance policies de-
signed to cover death-tax costs. Still
others spend millions on lawyers, ac-
countants, and other advisors for
death-tax planning purposes. But that
leaves fewer resources to invest in the
company, start up new businesses, hire
additional people, or pay better wages.

What that suggests to me is that, al-
though the death tax raises only about
one percent of the federal government’s
annual revenue, it exerts a dispropor-
tionately large and negative impact on
the economy. Alicia Munnell, who be-
longed to President Clinton’s Council
of Economic Advisors, estimates that
the costs of complying with death-tax
laws are of roughly the same mag-
nitude as the revenue raised, or about
$23 billion in 1998. In other words, for
every dollar of tax revenue raised by
the death tax, another dollar is squan-
dered in the economy simply to comply
with or avoid the tax.

Over time, the adverse consequences
are compounded. A report issued by the
Joint Economic Committee just last
month concluded that the existence of
the death tax this century has reduced
the stock of capital in the economy by
nearly half a trillion dollars.

By repealing it and putting those re-
sources to better use, the Joint Com-

mittee estimates that as many as
240,000 jobs could be created over seven
years and Americans would have an ad-
ditional $24.4 billion in disposable per-
sonal income.

Is it not better to encourage the cre-
ation of new jobs for tax-paying Ameri-
cans than to impose a tax that puts
people out of work or lowers their in-
come? I think so, and that is why I
favor repeal of the death tax.

Mr. President, I suggested a moment
ago that the death tax had a harmful
effect, not only on the economy, but on
the environment, as well. That is some-
thing that we need to consider here. An
increasing number of families that own
environmentally sensitive lands are
having to sell the property for develop-
ment in order to pay the death tax.
Natural habitats are being destroyed as
a result. With that in mind, Michael
Bean of The Nature Conservancy ob-
served that the death tax is ‘‘highly re-
gressive in the sense that it encourages
the destruction of ecologically impor-
tant land.’’ It represents a real and
present threat to endangered and
threatened species and their habitats.

Mr. President, let me conclude by
citing the report issued a few years ago
by the National Commission on Eco-
nomic Growth and Tax Reform, be-
cause it goes back to the point about
fairness in a very poignant way. The
Commission concluded that ‘‘[i]t
makes little sense and is patently un-
fair to impose extra taxes on people
who choose to pass their assets on to
their children and grandchildren in-
stead of spending them lavishly on
themselves.’’ I agree. The Commission
went on to endorse repeal of the death
tax.

Mr. President, the Agenda for Eco-
nomic Growth and Opportunity will
help keep the economy on track—it
will help forestall the recession that
some economists predict is on the way.
It will help improve the standard of liv-
ing for all Americans. I invite my col-
leagues’ support for this very impor-
tant initiative.

By Ms. MIKULSKI (for herself,
Mr. SARBANES, Mr. ROBB, and
Mr. WARNER):

S. 57. A bill to amend title 5, United
States Code, to provide for the estab-
lishment of a program under which
long-term care insurance is made
available to Federal employees and an-
nuitants, and for other purposes; to the
Committee on Foreign Relations.

f

FEDERAL EMPLOYEES GROUP
LONG-TERM CARE INSURANCE
ACT OF 1999

Ms. MIKULSKI. Mr. President, I rise
today to introduce the ‘‘Federal Em-
ployees Group Long-Term Care Insur-
ance Act of 1999’’. This important legis-
lation will provide long-term care in-
surance to federal employees and retir-
ees. It will also create a model for
other employers to use in providing
long-term care insurance for their
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workers. I am proud that this legisla-
tion is part of the Democratic agenda
for long term care—which includes the
$1,000 tax credit for families who are
paying the costs of long-term care.

Since my first days in Congress, I
have been fighting to help people afford
the burdens of long-term care. Ten
years ago, I introduced legislation to
change the cruel rules that forced el-
derly couples to go bankrupt before
they could get any help in paying for
nursing home care. Because of my leg-
islation, AARP tells me that we’ve
kept over six hundred thousand people
out of poverty and stopped liens on
family farms.

I also fought for higher quality
standards for nursing homes. Through
the Older American Act funded senior
centers, I’ve made it easier for seniors
to get the information and referrals
they need to make good choices about
long-term care. Those same centers
offer case managers to help families
navigate the dizzying array of choices
when faced with choosing long term
care for a family member.

These are important steps. But un-
fortunately, we haven’t made much
progress in the last few years. We’ve
been stymied by bipartisan bickering,
shutdowns and inaction.

Meanwhile, the costs of long-term
care have exploded. Nursing home costs
are projected to increase from $40,000
today to $97,000 by 2030. This will only
get worse since the number of senior
citizens will double over the next thir-
ty years. Families are being forced to
chose between sending a child to col-
lege or paying for a nursing home for a
parent.

Families desperately need help to
help themselves and meet their family
responsibilities.

This bill is a down payment on mak-
ing long term care available for all
Americans. Let me tell you what my
legislation will do:

It will enable federal workers and re-
tirees to purchase long-term care in-
surance.

It will provide help to those who
practice self-help by offering employ-
ees the option to better prepare for
their retirement and the potential need
for long-term care.

It will enable federal employees to
pay at group discounted rates. The pur-
chasing power of the federal workforce
will empower them to get the best deal.

Federal employees would pay the en-
tire premium for their long-term care
insurance, but that premium will be
15% to 20% less than they would pay
individually on the open market. This
is a good deal for federal workers—and
for taxpayers.

I’m starting with federal employees
for two reasons. First, as our nation’s
largest employer, the federal govern-
ment can be a model for employers
around the country. By offering long-
term care insurance to its employees,
the federal government can set the ex-
ample for other employers whose work-
force will be facing the same long-term

care needs. We can use the lessons
learned to help other employers to
offer this option to their workers.

I have a second reason for starting
with our federal employees. I am a
strong supporter of our federal employ-
ees. I am proud that so many of them
live, work, and retire in Maryland.
They work hard in the service of our
country. And I work hard for them.
Whether it’s fighting for fair COLAs,
against disruptive and harmful shut-
downs of the federal government, or to
prevent unwise schemes to privatize
important services our federal work-
force provide, they can count on me.

Promise made should be promises
kept. Federal retirees made a commit-
ment to devote their careers to public
service. In return, our government
made certain promises to them.

One important promise made was the
promise of health insurance. We prom-
ised our federal workers and their fam-
ilies that they would have health in-
surance while they were working and
during their retirement. The lack of
long-term care for federal workers has
been a big gap in this important prom-
ise to our federal workers. My legisla-
tion will close that gap and provide our
federal workers and retirees with com-
prehensive health insurance.

I am proud that Senator SARBANES
and Senator ROBB join me in introduc-
ing this bill, and that our colleague
Congressman CUMMINGS has introduced
this legislation in the House. I hope
that we will soon be joined by a bipar-
tisan group of Senators who care about
helping American families to cope with
the costs of long term care.

Mr. President, long term care re-
quires long term solutions. My legisla-
tion is part of the solution. It is an im-
portant step forward in helping all
Americans to prepare for the chal-
lenges of aging.

Mr. President, I ask unanimous con-
sent that the text of the bill be printed
in the RECORD.

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

S. 57

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Federal Em-
ployees Group Long-Term Care Insurance
Act of 1999’’.
SEC. 2. LONG-TERM CARE INSURANCE.

Subpart G of part III of title 5, United
States Code, is amended by adding at the end
the following new chapter:

‘‘Chapter 90—Long-Term Care Insurance
‘‘Sec.
‘‘9001. Definitions
‘‘9002. Contracting authority.
‘‘9003. Minimum standards for contractors.
‘‘9004. Long-term care benefits.
‘‘9005. Financing.
‘‘9006. Preemption.
‘‘9007. Studies, reports, and audits.
‘‘9008. Claims for benefits.
‘‘9009. Jurisdiction of courts.
‘‘9010. Regulations.
‘‘9011. Authorization of appropriations.

‘‘§ 9001. Definitions
‘‘For the purpose of this chapter, the

term—
‘‘(1) ‘annuitant’ means an individual re-

ferred to in section 8901(3);
‘‘(2) ‘employee’ means an individual re-

ferred to in subparagraphs (A) through (D),
and (F) through (I) of section 8901(1); but
does not include an employee excluded by
regulation of the Office under section 9011;

‘‘(3) ‘Office’ means the Office of Personnel
Management;

‘‘(4) ‘other eligible individual’ means the
spouse, former spouse, parent or parent-in-
law of an employee or annuitant, or other in-
dividual specified by the Office;

‘‘(5) ‘qualified carrier’ means an insurer li-
censed to do business in each of the States
and meeting the requirements of a qualified
insurer in each of the States;

‘‘(6) ‘qualified contract’ means a contract
meeting the conditions prescribed in section
9002; and

‘‘(7) ‘State’ means a State or territory or
possession of the United States, and includes
the District of Columbia.
‘‘§ 9002. Contracting authority

‘‘(a) The Office may, without regard to sec-
tion 3709 of the Revised Statutes (41 U.S.C. 5)
or any other statute requiring competitive
bidding, purchase from 1 or more qualified
carriers a policy or policies of group long-
term care insurance to provide benefits as
specified by this chapter. The Office shall en-
sure that each resulting contract is awarded
on the basis of contractor qualifications,
price, and reasonable competition to the
maximum extent practicable.

‘‘(b) The Office may design a benefits pack-
age or packages and negotiate final offerings
with qualified carriers.

‘‘(c) Each contract shall be for a uniform
term of 5 years, unless terminated earlier by
the Office.

‘‘(d) Premium rates charged under a con-
tract entered into under this section shall
reasonably reflect the cost of the benefits
provided under that contract as determined
by the Office.

‘‘(e) The coverage and benefits made avail-
able to individuals under a contract entered
into under this section are guaranteed to be
renewable and may not be canceled by the
carrier except for nonpayment of premium.

‘‘(f) The Office may withdraw an offering
under this section based on open season par-
ticipation rates, the composition of the risk
pool, or both.
‘‘§ 9003. Minimum standards for contractors

‘‘At the minimum, to be a qualified carrier
under this chapter, a company shall—

‘‘(1) be licensed as an insurance company
and approved to issue group long-term care
insurance in all States and to do business in
each of the States; and

‘‘(2) be in compliance with the require-
ments imposed on issuers of qualified long-
term care contracts by section 4980C of the
Internal Revenue Code of 1986.
‘‘§ 9004. Long-term care benefits

‘‘The benefits provided under this chapter
shall be long-term care benefits which, at a
minimum, shall be compliant with the most
recent standards recommended by the Na-
tional Association of Insurance Commis-
sioners.
‘‘§ 9005. Financing

‘‘(a) The amount necessary to pay the pre-
mium for enrollment of an enrolled em-
ployee shall be withheld from the pay of each
enrolled employee.

‘‘(b) Except as provided under subsection
(d), the amount necessary to pay the pre-
mium for enrollment of an enrolled annu-
itant shall be withheld from the annuity of
each enrolled annuitant.
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‘‘(c) The amount necessary to pay the pre-

mium for enrollment of a spouse may be
withheld from pay or annuity, as appro-
priate.

‘‘(d) An employee, annuitant, or other eli-
gible individual, whose pay or annuity is in-
sufficient to cover the withholding required
for enrollment, shall, at the discretion of the
Office, pay the premium for enrollment di-
rectly to the carrier.

‘‘(e) Each carrier participating in the pro-
gram established under chapter shall main-
tain the funds related to this program sepa-
rate and apart from funds related to other
contracts and other lines of business.

‘‘(f) The costs of the Office in adjudicating
a claims dispute under section 9008, includ-
ing costs related to an inquiry not culminat-
ing in a dispute, shall be reimbursed by the
carrier involved in the dispute or inquiry.
Such funds shall be available to the Office
for the administration of this chapter.
‘‘§ 9006. Preemption

‘‘This chapter shall supersede and preempt
any State or local law which is determined
by the Office to be inconsistent with—

‘‘(1) the provisions of this chapter; or
‘‘(2) after consultation with the National

Association of Insurance Commissioners, the
efficient provision of a nationwide long-term
care insurance program for Federal employ-
ees.
‘‘§ 9007. Studies, reports, and audits

‘‘(a) Each qualified carrier entering into a
contract under this chapter shall—

‘‘(1) furnish such reasonable reports as the
Office determines to be necessary to enable
the carrier to carry out the functions under
this chapter; and

‘‘(2) permit the Office and representatives
of the General Accounting Office to examine
such records of the carrier as may be nec-
essary to carry out the purposes of this chap-
ter.

‘‘(b) Each Federal agency shall keep such
records, make such certifications, and fur-
nish the Office, the carrier, or both, with
such information and reports as the Office
may require.
‘‘§ 9008. Claims for benefits

‘‘(a) A claim for benefits under this chapter
shall be filed within 4 years after the date on
which the reimbursable cost was incurred or
the service was provided.

‘‘(b) The Office shall adjudicate a claims
dispute arising under this chapter and shall
require the contractor to pay for any benefit
or provide any service the Office determines
appropriate under the applicable contract.

‘‘(c)(1) Except as provided under paragraph
(2), benefits payable under this chapter for
any reimbursable cost incurred or service
provided are secondary to any other benefit
payable for such cost or service. No payment
may be made where there is no legal obliga-
tion for such payment.

‘‘(2)(A) Benefits payable under the pro-
grams described under subparagraph (B)
shall be secondary to benefits payable under
this chapter.

‘‘(B) The programs referred to under sub-
paragraph (A) are—

‘‘(i) the program of medical assistance
under title XIX of the Social Security Act
(42 U.S.C. 1396); and

‘‘(ii) any other Federal or State programs
that the Office may specify in regulations
that provide health benefit coverage de-
signed to be secondary to other insurance
coverage.
‘‘§ 9009. Jurisdiction of courts

‘‘A claimant under this chapter may file
suit against the carrier of the long-term care
insurance policy covering such claimant in
the district courts of the United States, after
exhausting all available administrative rem-
edies.

‘‘§ 9010. Regulations
‘‘(a) The Office shall prescribe regulations

necessary to carry out this chapter.
‘‘(b) The regulations of the Office may pre-

scribe the time at which and the conditions
under which an eligible individual may en-
roll in the program established under this
chapter.

‘‘(c) The Office may not exclude—
‘‘(1) an employee or group of employees

solely on the basis of the hazardous nature of
employment; or

‘‘(2) an employee who is occupying a posi-
tion on a part-time career employment
basis, as defined in section 3401(2).

‘‘(d) The regulations of the Office shall pro-
vide for the beginning and ending dates of
coverage of employees, annuitants, former
spouses, and other eligible individuals under
this chapter, and any requirements for con-
tinuation or conversion of coverage.
‘‘§ 9011. Authorization of appropriations

‘‘There are authorized to be appropriated
such sums as may be necessary for the pur-
poses of carrying out sections 9002 and 9010.’’.
SEC. 3. EFFECTIVE DATE.

The amendments made by this Act shall
take effect on the date of enactment of this
Act, except that no coverage may be effec-
tive until the first day of the first applicable
pay period in October, which occurs more
than 1 year after the date of enactment of
this Act.

By Ms. COLLINS (for herself, Mr.
DURBIN, and Mr. JEFFORDS):

S. 58. A bill to amend the Commu-
nications Act of 1934 to improve protec-
tions against telephone service ‘‘slam-
ming’’ and provide protections against
telephone billing ‘‘cramming’’, to pro-
vide the Federal Trade Commission ju-
risdiction over unfair and deceptive
trade practices of telecommunications
carriers, and for other purposes; to the
Committee on Commerce, Science, and
Transportation.

TELEPHONE SERVICE FRAUD PREVENTION AND
ENFORCEMENT ACT OF 1999

Ms. COLLINS. Mr. President, I rise
today to introduce the ‘‘Telephone
Services Fraud Prevention and En-
forcement Act of 1999.’’ I am pleased to
have Senators DICK DURBIN and JIM
JEFFORDS as cosponsors of this legisla-
tion. This bill is designed to curtail
two telephone-related fraudulent prac-
tices: slamming—the unauthorized
change of a consumer’s long distance
telephone service provider—and cram-
ming—the billing of unauthorized
charges on a consumer’s telephone bill.
This comprehensive bill is needed to
ensure that consumers are adequately
protected against these unfair prac-
tices.

Mr. President, telephone slamming
and cramming are widespread prob-
lems, affecting consumers across the
country. Nationwide, slamming is the
number one telephone-related com-
plaint to the Federal Communications
Commission, and the number of such
complaints has grown steadily over the
past few years. In 1998, in fact, the FCC
received more than 20,000 slamming
complaints, a 900 percent increase over
the number of complaints received in
1993. For fiscal year 1998 (from October
1, 1997 through September 1, 1998), tele-
phone slamming was the number one

complaint made by Maine consumers
to the FCC’s National Call Center.
Since there is still no central reposi-
tory for slamming complaints, the ac-
tual incidents of slamming are un-
doubtedly far more numerous. Esti-
mates from phone companies indicated
that perhaps as many as one million
Americans were slammed last year
alone.

Cramming complaints also remain at
unacceptably high levels. In 1998, the
FCC’s National Call Center received
over 15,000 cramming complaints from
consumers, making it the 12th most
common complaint received by the
FCC. In addition, the Federal Trade
Commission received over 6,000 cram-
ming complaints from consumers in
1998, making it the FTC’s 5th most
common complaint. As with slamming,
there is no central repository for cram-
ming complaints, so the actual number
of such complaints is probably much
higher than those documented by the
federal government.

In late 1997, the Senate Permanent
Subcommittee on Investigations,
which I chair, began an extensive in-
vestigation into telephone-related
fraud against consumers. The story of
telephone services fraud, I soon discov-
ered, is a great deal more than just an
aggregate number of complaints. On
February 18, 1998, I chaired a field hear-
ing on slamming in Portland, Maine,
where I heard first-hand from consum-
ers about the problems they experi-
enced when their long distance service
was changed without their permission.
Their sense of violation was evident.
Witnesses used words such as ‘‘steal-
ing,’’ ‘‘criminal,’’ and ‘‘break-in’’ to de-
scribe the practices used by unscrupu-
lous telephone companies to boost prof-
its by bouncing unsuspecting cus-
tomers from carrier to carrier without
their permission or even their knowl-
edge.

One witness, for example, Pamela
Corrigan from West Farmington,
Maine, testified that she was sent an
unsolicited mailing, which looked like
any other letter in the stacks of junk
mail that we all receive every day.
This ‘‘junk mail,’’ however, was not
what it appeared to be. This so-called
‘‘welcome package’’ automatically
signed her up for a new long distance
service unless she returned a card re-
jecting the change. She was amazed
and appalled that it was possible for a
company to take over her long distance
service simply because she did not re-
spond that she did not want their serv-
ice.

Building on this record, my Sub-
committee held a second slamming
hearing on April 23, 1998, in Washing-
ton, DC. This hearing exposed how cer-
tain fraudulent long distance
switchless resellers (companies with no
telephone equipment of their own that
buy access to larger telephone compa-
nies’ long distance lines and then ‘‘re-
sell’’ that access to consumers) are re-
sponsible for a large proportion of the
intentional slamming incidents. These
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electronic bandits use deceptive mar-
keting practices and often outright
fraud to switch consumers’ long dis-
tance service. The Subcommittee also
learned how under current industry
practices, many companies reap huge
profits by taking advantage of consum-
ers in such a fashion.

At my Subcommittee’s April 1998
hearing, we examined a case study of
telephone services fraud. A man named
Daniel Fletcher fraudulently operated
as a long distance reseller, using at
least eight different company names.
In these various guises, Fletcher
slammed thousands of consumers, bill-
ing them for a total of at least $20 mil-
lion in long distance charges. The im-
punity with which Mr. Fletcher delib-
erately slammed consumers for so long
demonstrates the need to establish
strong consumer protections to deter
intentional slamming.

On July 23, 1998, I convened a hearing
in Washington to explore the emerging
problem of telephone cramming. At
that hearing, we learned how cram-
ming is a growing consumer fraud and
how companies are using telephone
bills to rip-off consumers by slipping
unauthorized charges onto their state-
ments without their consent and with-
out proper notice. The National Con-
sumers League testified that cramming
has skyrocketed to first place among
the more than 50 categories of tele-
marketing scams reported to its hot-
line. The FCC testified that it is rely-
ing on the telephone industry to volun-
tarily implement procedures to stop
cramming. However, it was evident
from the testimony that unless we es-
tablish a clear statutory and regu-
latory scheme and insist upon rigorous
enforcement of these rules, cramming
will continue to be a problem for con-
sumers.

In May 1998, the Senate passed a
strong anti-slamming bill by a unani-
mous vote. This bill contained strong
consumer protection provisions and
mandated aggressive enforcement by
the FCC and other federal agencies.
Unfortunately, the House retreated sig-
nificantly from this strong anti-slam-
ming legislation and sent us, at the
very end of the legislative session, a
bill significantly weaker than the one
which passed the Senate—indeed, a bill
so weak that it would provide consum-
ers with less protection than they
enjoy today, by preempting the impor-
tant role states play in enforcing con-
sumer anti-fraud protections. Last fall,
in the final days of the session, the
Congress was unable to agree to an ac-
ceptable compromise bill in the limited
amount of time available to it.

I was pleased to see, however, that
the FCC finally took action in Decem-
ber of last year to curb slamming.
Among other measures, the FCC elimi-
nated the ‘‘welcome package’’ as a ver-
ification method. This method was
abused by many long distance carriers,
facilitating widespread slamming. I
urged the FCC last year to prohibit
this practice, and I am glad to see that

the Commission promulgated regula-
tions banning the welcome package.

The FCC also made positive changes
to the consumer liability rules, absolv-
ing consumers in certain cir-
cumstances from paying companies
that slammed them. This provision is
designed to take the profit out of slam-
ming, to prevent this scam in the first
place. I am pleased to see that the
Commission adopted this principle
which was a major finding of the Sub-
committee’s investigation of telephone
slamming.

The FCC anti-slamming regulations
are a step in the right direction, but we
need to do more to protect consumers
from these fraudulent activities.
Today, to increase consumers protec-
tions, I am introducing a comprehen-
sive telephone-related anti-fraud bill
that will address both the slamming
and cramming problems. I want to take
this opportunity to explain several pro-
visions in my bill, which is designed to
increase consumer protections and to
strengthen the enforcement tools
available to federal and state regu-
lators.

First, the bill enhances the states’
ability to enact regulations and take
enforcement actions against slamming
and cramming. As the Subcommittee’s
investigation has revealed, the states
have been admirably aggressive in tak-
ing enforcement action against compa-
nies that engage in telephone-related
fraud. For example, in February 1998,
the Florida Public Service Commission
proposed a $500,000 fine against a com-
pany called Minimum Rate Pricing for
slamming subscribers. The FCC, in con-
trast, fined the same company only
$80,000. In the Fletcher case mentioned
previously, the State of Florida fined
one Fletcher company $860,000, while
the FCC originally fined one of them
only $80,000. I am glad to say that since
my subcommittee’s investigation, the
FCC has significantly increased its en-
forcement efforts, particularly against
Mr. Fletcher.

For the most part, however, the
states have been, and remain, the first
line of defense against companies that
repeatedly slam or cram consumers.
This bill protects the states’ ability to
continue to fight those illegal prac-
tices. Specifically, this bill allows the
states to impose tough requirements to
protect consumers from those compa-
nies who continue to slam or cram
American consumers. Moreover, states
will be able to continue to obtain re-
funds for consumers who have been
harmed by such fraudulent practices.

Second, this bill makes it clear that
telephone companies that continue to
slam or cram consumers will be subject
to tough civil penalties. The bill will
create new civil penalties for cram-
ming, and authorize the imposition of
stiff penalties by the FCC on those
companies who violate FCC regulations
against slamming or cramming. The
FCC is currently authorized to assess
forfeiture penalties of no more than
$110,000 for each violation, for a total

forfeiture not to exceed $1.1 million for
a continuing violation. This bill sends
a clear message to the FCC, however,
that forfeiture penalties against com-
panies that engage in telephone-related
fraud should be large enough to deter
such practices. These and other pen-
alties the FCC will be authorized to im-
pose ought to ensure that telephone
companies follow proper procedures
and refrain from slamming and cram-
ming. If they break the rules by trying
to cheat consumers, they will pay a
steep price.

But prevention is better than punish-
ment, and any effective enforcement
program designed to reduce or elimi-
nate telephone-related fraud must take
the financial incentive for fraud away
from companies who engage in these
practices. The new FCC regulations go
a long way to protecting consumers by
absolving them from paying any
charges for 30 days after they are
slammed and by allowing consumers to
pay their previously authorized carrier
for telephone calls made in the period
during which the slamming company
fraudulently seized their long distance
telephone service. Unfortunately, this
FCC regulation does not apply to con-
sumers who did not notice that they
were slammed and consequently paid
this long distance bill to the unauthor-
ized carrier. The Commission appar-
ently does not have the authority to
mandate this requirement. My bill
would change the law to allow all con-
sumers to get refunds from unauthor-
ized carriers. Under this plan, all con-
sumers will be treated equally. The bill
will also require telephone billing
agents to make it clear to consumers
that their telephone service will not be
terminated when consumers dispute
unauthorized charges that are
crammed onto their telephone bills.

Finally, the bill will protect a con-
sumer’s right to a ‘‘freeze option.’’ This
provision makes it clear that consum-
ers have the right to stop slammers
from changing their long distance serv-
ice without their authorization. By in-
voking the freeze option, consumers
can retain control over their telephone
service by prohibiting any change in a
consumers choice of telephone service
provider, unless that change is ex-
pressly authorized by the consumer.
This provision, I should also note, does
not in any way prevent the FCC from
regulating the marketing practices of
telephone companies that use the
freeze option in an unfair or deceptive
manner. The Commission will be fully
empowered to guarantee that consum-
ers’ right to protect their choice of
local or long distance telephone service
is not abridged or diminished. In sum,
this language should increase consum-
ers’ right to prevent unauthorized
changes in their telephone service.

This bill will go a long way to pro-
vide strong consumer protection
against telephone-related fraud. It pre-
serves the important role states play in
protecting consumers and enforcing
tough sanctions against unscrupulous
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carriers; it authorizes tough federal
civil penalties against those companies
that continue to slam and cram con-
sumers; and it protects consumers’
right to a freeze option so that they—
and not the telephone companies—have
control over their long distance serv-
ices.

Mr. President, this bill will provide
the federal government and the states
with the statutory tools to fight the
practices of slamming and cramming
and to end the systematic defrauding
of countless thousands of consumers
every year. I urge my colleagues to
join me in the fight against telephone-
related fraud by supporting this bill.

By Mr. THOMPSON (for himself,
Mr. BREAUX, and Mr. LOTT):

S. 59. A bill to provide Government
wide accounting of regulatory costs
and benefits, and for other purposes; to
the Committee on Governmental Af-
fairs..6

REGULATORY RIGHT TO KNOW ACT OF 1999

Mr. THOMPSON. Mr. President,
today I am introducing the ‘‘Regu-
latory Right-to-Know Act of 1999.’’ I
am pleased that Senator BREAUX and
Majority Leader LOTT have joined me
in this effort. Our goals are to promote
the public’s right to know about the
benefits and costs of regulatory pro-
grams; to increase the accountability
of government to the people it serves;
and ultimately, to improve the quality
of our regulatory programs. This legis-
lation will help us assess what benefits
our regulatory programs are deliver-
ing, at what cost, and help us under-
stand what we need to do to improve
them.

By any measure, the burdens of Fed-
eral regulation are enormous. By some
estimates, Federal regulation costs
about $700 billion per year, or $7,000 for
the average American household. I
hear concerns about unnecessary regu-
latory burdens and red tape from peo-
ple all across the country and from all
walks of life—small business owners,
governors and local officials, farmers,
corporate leaders, government reform-
ers, school board members and parents.

There is strong public support for
sensible regulations that can help en-
sure cleaner water, quality products,
safer workplaces, reliable economic
markets, and the like. But there is sub-
stantial evidence that the current reg-
ulatory system is missing important
opportunities to deliver greater bene-
fits at less cost. The depth of this prob-
lem is not appreciated fully because
the costs of regulation are not as ap-
parent as other costs of government,
such as taxes, and the benefits of regu-
lation often are diffuse. The bottom
line is that the American people de-
serve better results from the vast re-
sources and time spent on regulation.
We’ve got to be smarter.

We often spend a lot of time debating
on-budget programs, but we are just
breaking ground on creating a system
to scrutinize Federal regulation. This
legislation does not change any regu-

latory standards; it simply will provide
better information to help us answer
some important questions: How much
do regulatory programs cost each year?
Are we spending the right amount, par-
ticularly compared to on-budget spend-
ing and private initiatives? Are we set-
ting sensible priorities among different
regulatory programs? As the Office of
Management and Budget stated in its
first ‘‘Report to Congress on the Costs
and Benefits of Federal Regulations’’:

[R]egulations (like other instruments of
government policy) have enormous potential
for both good and harm. . . . The only way
we know how to distinguish between the reg-
ulations that do good and those that cause
harm is through careful assessment and eval-
uation of their benefits and costs. Such anal-
ysis can also often be used to redesign harm-
ful regulations so they produce more good
than harm and redesign good regulations so
they produce even more net benefits.

There is broad support for making
our government more open, efficient,
and accountable. This legislation con-
tinues the efforts of my precedessors.
Regulatory accounting was a part of a
regulatory reform bill that unani-
mously passed out of the Governmental
Affairs Committee in 1995 when BILL
ROTH was our chairman. In 1996, when
TED STEVENS became our chairman, he
passed a one-time regulatory account-
ing amendment on the Omnibus Appro-
priations Act. I supported Senator STE-
VENS’ effort when it passed again in
1997, and I sponsored a similar measure
last year, with the support of Senators
LOTT, BREAUX, ROBB and SHELBY. There
also is a broad bipartisan coalition in
the House that supports regulatory ac-
counting.

This legislation will continue the re-
quirement that OMB report to Con-
gress on the costs and benefits of regu-
latory programs, which began with the
Stevens amendment. This legislation
also adds to previous initiatives in sev-
eral respects. First, it will finally
make regulatory accounting a perma-
nent statutory requirement. Regu-
latory accounting will become a regu-
lar exercise to help ensure that regu-
latory programs are cost-effective, sen-
sible, and fair. Second, this legislation
will require OMB to provide a more
complete picture of the regulatory sys-
tem, including the incremental costs
and benefits of particular programs and
regulations, as well as an analysis of
regulatory impacts on small business,
governments, the private sector, wages
and economic growth. OMB also will
look back at the annual regulatory
costs and benefits for the preceding 4
fiscal years, building on information
generated under the Stevens amend-
ment. Finally, this legislation will help
ensure that OMB provides better infor-
mation as time goes on. Requirements
for OMB guidelines and independent
peer review should improve future reg-
ulatory accounting reports.

Government has an obligation to
think carefully and be accountable for
requirements that impose costs on peo-
ple and limit their freedom. We should
pull together to contribute to the suc-

cess of responsible government pro-
grams the public values, while enhanc-
ing the economic security and well-
being of our families and communities.

Mr. President, I ask unanimous con-
sent that a copy of the Regulatory
Right-to-Know Act of 1999 be printed in
the RECORD.

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

S. 59
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Regulatory
Right-to-Know Act of 1999’’.
SEC. 2. PURPOSES.

The purposes of this Act are to—
(1) promote the public right-to-know about

the costs and benefits of Federal regulatory
programs and rules;

(2) increase Government accountability;
and

(3) improve the quality of Federal regu-
latory programs and rules.
SEC. 3. DEFINITIONS.

In this Act:
(1) IN GENERAL.—Except as otherwise pro-

vided in this section, the definitions under
section 551 of title 5, United States Code,
shall apply to this Act.

(2) BENEFIT.—The term ‘‘benefit’’ means
the reasonably identifiable significant favor-
able effects, quantifiable and nonquantifi-
able, including social, health, safety, envi-
ronmental, economic, and distributional ef-
fects, that are expected to result from imple-
mentation of, or compliance with, a rule.

(3) COST.—The term ‘‘cost’’ means the rea-
sonably identifiable significant adverse ef-
fects, quantifiable and nonquantifiable, in-
cluding social, health, safety, environ-
mental, economic, and distributional effects,
that are expected to result from implemen-
tation of, or compliance with, a rule.

(4) DIRECTOR.—The term ‘‘Director’’ means
the Director of the Office of Management
and Budget, acting through the Adminis-
trator of the Office of Information and Regu-
latory Affairs.

(5) MAJOR RULE.—The term ‘‘major rule’’
means any rule as that term is defined under
section 804(2) of title 5, United States Code.

(6) PROGRAM ELEMENT.—The term ‘‘pro-
gram element’’ means a rule or related set of
rules.
SEC. 4. ACCOUNTING STATEMENT.

(a) IN GENERAL.—Not later than February
5, 2001, and each year thereafter, the Presi-
dent, acting through the Director of the Of-
fice of Management and Budget, shall pre-
pare and submit to Congress, with the budg-
et of the United States Government submit-
ted under section 1105 of title 31, United
States Code, an accounting statement and
associated report containing—

(1) an estimate of the total annual costs
and benefits of Federal regulatory programs,
including rules and paperwork—

(A) in the aggregate;
(B) by agency, agency program, and pro-

gram element; and
(C) by major rule;
(2) an analysis of direct and indirect im-

pacts of Federal rules on Federal, State,
local, and tribal government, the private sec-
tor, small business, wages, and economic
growth; and

(3) recommendations to reform inefficient
or ineffective regulatory programs or pro-
gram elements.

(b) BENEFITS AND COSTS.—To the extent
feasible, the Director shall quantify the net
benefits or net costs under subsection (a)(1).



CONGRESSIONAL RECORD — SENATE S475January 19, 1999
(c) YEARS COVERED BY ACCOUNTING STATE-

MENT.—Each accounting statement submit-
ted under this Act shall cover, at a mini-
mum, the costs and corresponding benefits
for each of the 4 fiscal years preceding the
year in which the report is submitted. The
statement may cover any year preceding
such years for the purpose of revising pre-
vious estimates.
SEC. 5. NOTICE AND COMMENT.

(a) IN GENERAL.—Before submitting a
statement and report to Congress under sec-
tion 4, the Director of the Office of Manage-
ment and Budget shall—

(1) provide public notice and an oppor-
tunity to comment on the statement and re-
port; and

(2) consult with the Comptroller General of
the United States on the statement and re-
port.

(b) APPENDIX.—After consideration of the
comments, the Director shall incorporate an
appendix to the report addressing the public
comments and peer review comments under
section 7.
SEC. 6. GUIDANCE FROM THE OFFICE OF MAN-

AGEMENT AND BUDGET.
(a) IN GENERAL.—Not later than 180 days

after the date of enactment of this Act, the
Director of the Office of Management and
Budget, in consultation with the Council of
Economic Advisors, shall issue guidelines to
agencies to standardize—

(1) most plausible measures of costs and
benefits; and

(2) the format of information provided for
accounting statements.

(b) REVIEW.—The Director shall review sub-
missions from the agencies to ensure consist-
ency with the guidelines under this section.
SEC. 7. PEER REVIEW.

(a) IN GENERAL.—The Director of the Office
of Management and Budget shall arrange for
a nationally recognized public policy re-
search organization with expertise in regu-
latory analysis and regulatory accounting to
provide independent and external peer re-
view of the guidelines and each accounting
statement and associated report under this
Act before such guidelines, statements, and
reports are made final.

(b) WRITTEN COMMENTS.—The peer review
under this section shall provide written com-
ments to the Director in a timely manner.
The Director shall use the peer review com-
ments in preparing the final guidelines,
statements, and associated reports.

(c) FACA.—Peer review under this section
shall not be subject to the Federal Advisory
Committee Act (5 U.S.C. App.).

Mr. BREAUX. Mr. President, I am
pleased to introduce the Regulatory
Right to Know Act of 1999 with my col-
league, Senator THOMPSON. This impor-
tant piece of legislation will make the
regulatory system more understand-
able and accountable to the American
people.

The Regulatory Right to Know Act of
1999 is similar to an amendment that
was attached to the Fiscal Year 1999
Treasury, Postal Appropriations bill
and which the Senate unanimously
passed on July 29, 1998. It is also simi-
lar to the two Stevens’ Amendments
passed with a large majority of support
in the Senate in 1996 and 1997. All of
these amendments required the Office
of Management and Budget to prepare
an accounting statement and report on
the annual costs and benefits of federal
regulatory programs. Obviously, Con-
gress is on record in support of having
more information about the federal
regulatory system.

The Regulatory Right to Know Act of
1999 simply makes this requirement
permanent and requires OMB to submit
a yearly report to Congress on the
total costs and benefits of federal regu-
lations. Costs and benefits include
those that are both quantifiable and
non-quantifiable. OMB must present
both an analysis of the impacts of reg-
ulations on Federal, State, local and
tribal governments, the private sector,
small businesses, wages and economic
growth, as well as recommendations
for reforming wasteful or outdated reg-
ulations. Lastly, our bill provides the
public with an opportunity to comment
on the draft report before it is submit-
ted to Congress.

Our bill does not do a number of
things. It does not require that any
regulations or programs be eliminated
because the benefits do not outweigh
the costs. It does not impose an un-
workable burden on the OMB because
much of the needed information is al-
ready available. And, our bill doesn’t
undermine the need for regulations
protecting public health, worker safe-
ty, food quality or environmental pres-
ervation.

Some studies have estimated the
total cost of federal regulations to be
almost $700 billion annually. On aver-
age, regulations cost every household
in America approximately $7,000 per
year. As the people who bear the cost
of federal regulatory programs, Ameri-
ca’s citizens have a right to know what
they are getting for their $7,000. Tax-
payers are able to track how the gov-
ernment spends its tax dollars through
the budget process. The same openness
should apply to the federal regulatory
system. Congress also needs the ac-
counting statements provided by our
bill in order to make better, more in-
formed, and more efficient decisions.
For these reasons. I urge all of my col-
leagues to support the Regulatory
Right to Know Act of 1999.

By Mr. GRASSLEY:
S. 60. A bill to amend the Internal

Revenue Code of 1986 to provide equi-
table treatment for contributions by
employees to pension plans; to the
Committee on Finance.

ENHANCED SAVINGS OPPORTUNITIES ACT

Mr. GRASSLEY. Mr. President, I rise
today to introduce legislation that lifts
the unfair limits on how much people
can save in their employer’s pension
plan. I have been an advocate of in-
creasing the amount of public edu-
cation we provide to people on the im-
portance of saving for retirement. How-
ever, we also must take more tangible
action that will help workers achieve a
more secure retirement.

The legislation I am introducing
today amends two provisions in the In-
ternal Revenue Code which discourage
workers and employers from putting
money into pension plans. One of the
most burdensome provisions in the In-
ternal Revenue Code is the 25 percent
limitation contained within section
415(c). Under 415(c), total contributions

by employer and employee into a de-
fined contribution (DC) plan are lim-
ited to 25 percent of compensation or
$30,000 for each participant, whichever
is less. That limitation applies to all
employees. If the total additions into a
DC plan exceed the lesser of 25 percent
or $30,000, the excess money will be
subject to income taxes and a penalty
in some cases.

The second tax code provision af-
fected by this legislation is section
404(a)(3). This section regulates the
amount of retirement plan contribu-
tions an employer can deduct for tax
purposes. We need this change because
those deduction limits are impacted by
how much the employee puts into the
retirement plan. If we are successful in
changing 415(c), we run the risk of
more employers bumping into the 15%
deduction limit—we don’t want that to
happen.

To illustrate the need for elimination
of the 25 percent limit let me use an ex-
ample. Bill works for a medium size
company in my home state of Iowa. His
employer sponsors a 401(k) plan and a
profit sharing plan to help employees
save for retirement. Bill makes $25,000
a year and elects to put in 10 percent of
his compensation into the 401(k) plan,
which amounts to $2,500 per year. His
employer will match the first 5 percent
of his compensation, which comes out
to be $1,250, into the 401(k) plan. There-
fore, the total 401(k) contribution into
Bill’s account in this year is $3,750. In
this same year Bill’ s employer deter-
mines to set aside a sufficient amount
of his profits to the profit sharing plan
which results in an allocation to Bill’s
account in the profit sharing plan the
sum of $3,205. This brings the total con-
tribution into Bill’s retirement plan
this year up to $6,955.

Unfortunately, because of the 25 per-
cent of compensation limitation only
$6,250 can be put into Bill’s account for
the year. The amount intended for
Bill’s account exceeds that limitation
by $705. Hence, the profit sharing plan
administrator must reduce the amount
intended for allocation to Bill’s ac-
count by $705 in order to avoid a pen-
alty. Bill is unlikely to be able to save
$705, a significant amount that would
otherwise be yielding a tax deferred in-
come which would increase the benefit
Bill will receive at retirement. Bill’s
retirement saving is shortchanged by
$705 plus the tax-deferred earnings it
would have generated.

Now let’s look at Irene. Irene works
for the same company, but she makes
$45,000 a year. She also puts in 10 per-
cent of her compensation into the
401(k) plan, and her employer matches
five percent of her salary into the ac-
count. That brings the combined con-
tribution of Irene and her employer up
to $6,750. She would also receive a con-
tribution of $3,205 from the profit shar-
ing plan. This brings the total con-
tribution into Irene’s pension plan for
that year to $9,955. She is also subject
to the 25 percent limit, but for Irene,
her limit would not be reached until
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$11,200. She is able to put in her 10 per-
cent, receive the five percent match
and receive the full amount from the
profit share because her amount
doesn’t exceed the limit.

Despite the fact that Bill and Irene
have the same discipline to add to their
pension plans and save for their retire-
ments, Bill is penalized by the 25 per-
cent limitation. By lifting the 25 per-
cent limit, we can provide a higher
threshold of savings for those who need
it most.

Permitting additional contributions
to DC plans will help those working
now, particularly women, to ‘‘catch
up’’ on their retirement savings goals.
Women are more likely to live out the
last years of their retirement in pov-
erty for a number of reasons. Women
have longer lifespans, they are more
likely to leave the workforce to raise
children or care for elderly parents, are
more likely to have to use assets to
pay for long-term care for an ill spouse,
and traditionally make less money
than their male counterparts. Anyone
who has delayed saving for retirement
will get a much needed boost to their
retirement savings strategy if the 25
percent limit is eliminated for employ-
ees.

Not only does this proposal help indi-
vidual employees save for retirement
but it also helps the many businesses,
both small and large which are affected
by 415(c). First, the 25 percent limita-
tion causes equity concerns within
businesses. Low and mid-salary work-
ers do not feel as if the Code treats
them equitably, when their higher-paid
supervisor is permitted to save more in
dollar terms in a tax-qualified pension
plan.

Second, one of the primary reasons
businesses offer pension plans is to re-
duce turnover and retain employees.
Employers often supplement their
401(k) plans with generous matches or
a profit-sharing plan to keep people on
the job. The 415(c) limitation inhibits
their ability to do that, particularly
for the lower-paid workers who are un-
fairly affected.

Third, this legislation will ease the
administrative burdens connected with
the 25 percent limitation. Dollar limits
are easier to track than percentage
limits.

Finally, I want to placate any con-
cerns that repealing the 25 percent
limit will serve as a windfall for high-
paid employees. The Code contains
other limitations which provide protec-
tion against abuse. First, the Code lim-
its the amount an employee can defer
to a 401(k) plan. Under section 402(g) of
the Code, workers can only defer up to
$10,000 of compensation into a 401(k)
plan in 1998. In addition, plans still
must meet strict non-discrimination
rules that ensure that benefits pro-
vided to highly-compensated employ-
ees are not overly generous.

The value to society of this proposal,
if enacted, is undeniable. Increased
savings in qualified retirement plans
can prevent leakage, meaning the
money is less likely to be spent, or
cashed out as might happen in a sav-
ings account or even an IRA.

There will be those out there who
recognize that this bill does not ad-
dress the impact of the 415 limit for all
of the plans that are subject to it. I
have included language that would pro-
vide relief to 401(k) plans and 403(b)
plans, for example. Plans authorized by
section 457 of the Code—used by state
and local governments and non-profit
organizations have not been specifi-
cally addressed. I want to assure orga-
nizations who sponsor 457 plans that I
support ultimate conformity for all
plans affected by the 415(c) percentage
limitation. Over the next couple of
weeks, I hope to work with these orga-
nizations to identify the changes that
are necessary to achieve equity and
simplicity for their employees. In the
mean time, this is a positive step to-
ward enhancing the retirement savings
opportunities of working Americans.

We have begun to educate all Ameri-
cans about the importance of saving
for retirement, but if we educate and
then do not give them the tools to
allow people to practically apply that
knowledge, we have failed in our ulti-
mate goal to increase national savings.
Let’s help Americans succeed in saving
for retirement. In helping them
achieve their retirement goals, they
help us to achieve our goal as policy-
makers of improving the quality of life
for Americans.

I want to thank an Iowa company,
IPSCO, in Camanche, Iowa, and its

many employees for bringing this issue
to the forefront. I would also ask unan-
imous consent that a letter supporting
this legislation from the Profit Sharing
Council of America be printed in the
RECORD.

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

PROFIT SHARING/401(k)
COUNCIL OF AMERICA,

Chicago, IL, January 19, 1999.
Hon. CHARLES E. GRASSLEY,
U.S. Senate,
Washington, DC.

DEAR CHAIRMAN GRASSLEY: On behalf of the
1,200 Profit Sharing/401(k) Council of Amer-
ica members who sponsor employer-provided
retirement plans, I am pleased to announce
our strong support of The Enhanced Savings
Opportunity Act, introduced today, that
would repeal the IRC section 415(c) 25 per-
cent of compensation limit currently im-
posed on employees participating in defined
contribution plans. That limitation caps the
combined employee and employer contribu-
tion into a 401(k) account to 25 percent of an
employee’s earnings. The 25 percent limita-
tion has significantly reduced the ability of
lower-paid employees, specifically intermit-
tent workers, from taking full advantage of
defined contribution retirement programs.
Most companies limit the percentage of pay
that an employee can contribute to their
401(k) plan to even less than 25 percent in
order to insure compliance with 415(c).

The legislation will promote a conducive
environment for expanding the savings op-
portunities in employer-provided retirement
programs by removing one of the impedi-
ments that prevents employees, especially
lower-paid employees, from taking full ad-
vantage of profit sharing, 401(k), and other
defined contribution programs.

The Enhanced Savings Opportunity Act
will permit employees who leave and reenter
the workforce, many of whom are women, to
make larger contributions when they are
working, in effect allowing them to ‘‘catch
up’’ their contributions. All low-paid em-
ployees will now be allowed to defer up to
$10,000 of their wages into a 401(k) plan. Also,
companies will be permitted to make more
generous matching and profit sharing con-
tributions to their employees, especially
their lower-paid employees.

We continue to benefit from your strong
leadership in support of employer-provided
retirement plans and again commend you for
this new proposed legislation.

Sincerely,
DAVID L. WRAY,

President.

N O T I C E

Incomplete record of Senate proceedings. Except for concluding business which follows,
today’s Senate proceedings will be continued in the next issue of the Record.

REGISTRATION OF MASS
MAILINGS

The filing date for 1998 fourth quarter
mass mailings is January 25, 1999. If
your office did no mass mailings during
this period, pleased submit a form that
states ‘‘none.’’

Mass mailing registrations, or nega-
tive reports, should be submitted to
the Senate Office of Public Records, 232

Hart Building, Washington, D.C. 20510–
7116.

The Public Records office will be
open from 8:00 to 6:00 p.m. on the filing
date to accept these filings. For further
information, please contact the Public
Records office at (202) 224–0322.

1998 YEAR END REPORT

The mailing and filing date of the
1998 Year End Report required by the
Federal Election Campaign Act, as
amended, is Sunday, January 31, 1999.
Principal campaign committees sup-
porting Senate candidates file their re-
ports with the Senate Office of Public
Records, 232 Hart Building, Washing-
ton, D.C. 20510–7116.
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