February 27, 2001

The PRESIDING OFFICER. The Sen-
ator from Minnesota.

TAX CUTS

Mr. WELLSTONE. Mr. President, I
won’t speak for the Presiding Officer,
the Senator from Kansas, or Repub-
licans but I will speak for myself and I
hope many in my party.

First, I start with what I think peo-
ple in Minnesota and people in the
country mean by civility. I don’t think
they mean there should be no debate. I
think people are all for passionate de-
bate. They just want to make sure it is
civil debate. What I say on the floor of
the Senate is based upon what I hon-
estly believe is good and right for Min-
nesota and my country, but it is not at
all directed at any of my colleagues on
the other side in any personal way, nor
is it directed at the President in any
personal way.

Second, another operational defini-
tion before I go forward with my com-
ments: what do people mean by ‘‘the
center’’? I think people want us to gov-
ern at the center of their lives. I will
say something I heard my colleague
from Wyoming mention and I agree.
Part of what people are focused on is
education—no question. People are fo-
cused on health security. People are
very focused on affordable child care,
which I view as education. It is silly to
define education as Kkindergarten
through 12. I think it is pre-K all the
way to age 65. Elderly people and other
working families are focused on the
cost of prescription drugs. Many can’t
afford it. People are also focused, of
course, on how to have a small business
or a family farm or have a job from
which they can support their family.

Those are issues that are terribly im-
portant to people, and there are other
issues as well. One we will deal with
within the next month will be reform
and how we can really move to a polit-
ical process which, hopefully, will be
less dependent on big money and more
dependent on big and little people.

I want to speak directly, given this
introduction, to the President’s tax
cut. We have heard from a number of
Senators about specifics, so I don’t
need to go over them. To make a very
long story short, after we take this $1.6
trillion tax cut and add additional
costs, interest that has to be paid, and
after we look at what we have by way
of surplus—that is to say, non-Social
Security, non-Medicare—basically,
what we have is a tax cut that rep-
resents a Robin-Hood-in-reverse ap-
proach to public policy. That is what
we have when, depending upon whose
estimate one believes, the top 1 percent
of our population gets anywhere from
40 to 45 percent of the tax benefits of
the Bush plan. Unbelievable. It is simi-
lar to a subsidy in inverse relationship
to need.

Now, again, understand—a Robin-
Hood-in-reverse tax cut has the
wealthy benefitting. At the same time,
let me take the President’s words in
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his inaugural speech about leaving no
child behind. At the same time, one-
third of the children in America today
live in families who will not receive
one dime from this tax cut; 50 percent
of African American children live in
families in our country who will not re-
ceive one dime from this tax cut; and
about 57 percent of Latino, Latina chil-
dren live in families who will not re-
ceive one dime from this tax cut be-
cause none of it is refundable.

If you live in a family with an in-
come of less than $27,000 a year, you re-
ceive no benefit.

The argument is, they don’t pay any
taxes. These families pay payroll tax;
they pay sales tax. You better believe
they pay taxes. These are some of the
children who are most deserving in
terms of being given a chance to reach
their full potential. It is not in this tax
cut proposal.

While on the one hand we have most
of the benefits going to the top 1 per-
cent, we have very few of the benefits
going to those families and those chil-
dren most in need. It is outrageous.

One amendment I will prepare when
we bring this reconciliation bill to the
floor will be an amendment to make
the child credit refundable. Then we
can help a lot of children and a lot of
families. For all Senators who say, ‘“‘we
are for children, we are for children, we
are for children, we are for the future,
leave no child behind,” I want to give
them a chance to vote on that.

Let me go on and make another point
which I think is the second and, to me,
the most devastating critique of this
tax cut proposal by President Bush. It
is not unlike 1981. If we do this, there
will be precious little for any invest-
ment in any other areas—I think by de-
sign. I think this is an administration,
in spite of its rhetoric about leaving no
child behind, which basically believes
most citizens should be on their own.

So there will not be the funding to
make sure senior citizens can afford
prescription drug costs. No question
about it. There will not be the funding
for expanding health care coverage for
our citizens. No question about it. And
there certainly will not be the funding
for education and to leave no child be-
hind.

Now, the President tried to argue the
other day—it has already been shot
down—that there is a huge increase in
the education budget. Mr. President,
some of it was forward funding from
this past year. As it turns out, over the
last 5 or 6 years, this is the smallest
percentage increase we have seen ex-
cept for one out of the last 5 years.
That hardly represents some dramatic,
new investment in children.

So my question is, How do you leave
no child behind when only 2 percent of
the children who could benefit from
early Head Start—2 years of age and
under, the most critical years for
learning—right now benefit? That is all
the funding we have. And there are
really no additional resources for early
Head Start. Only 50 percent of the chil-
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dren who can benefit from Head Start—
that is, to give a head start to the chil-
dren who come from disadvantaged
backgrounds—and there is going to be
a pittance for any additional funding—
when 11 percent of the children who
could benefit from affordable child
care—that is just low-income families,
much less working families, much less
moderate-income, middle-income fami-
lies—11 percent who are of the eligible
children right now are able to benefit
because we so severely underfund early
childhood development.

So we have a President who says he
is committed to education, we have a
President who says he will leave no
child behind, and we have tax cuts that
go to the wealthy. But will they ben-
efit the families—one-third of the chil-
dren who live in low- and moderate-in-
come families, half of the children who
live in low- and moderate-income fami-
lies? We have a tax cut proposal that
makes it impossible for us to invest in
the health and skills and intellect and
character of our children. Frankly,
““leave no child behind’’ becomes just a
slogan, and I express indignation about
this.

There will be a pittance to make sure
our children are Kkindergarten ready,
and then when it comes to some of the
K-through-12 programs, let me be real-
ly clear. Right now, the Title 1 Pro-
gram for low- and moderate-income
children is funded at the 30-percent
level. There is, again, a pittance in this
budget for any increase in that fund-
ing.

The IDEA program for children with
special needs is vastly underfunded. In
my State of Minnesota, from the Gov-
ernor to Democrat to Republicans,
they say: Live up to your 40-percent
funding commitment, Federal Govern-
ment. Then we would have some addi-
tional resources to do other things for
children.

Guess what. In this budget we will
see a pittance when it comes to any in-
crease in funding for the IDEA program
for children with special needs.

We have an education program called
Leave No Child Behind, which is going
to rely on testing, testing which makes
it clear that we should not rely on one
single standardized multiple-choice
test which everyone who does testing
says we should not do, which is educa-
tionally deadening; it puts the Kkids in
a straitjacket; it puts the teachers in a
straitjacket. We will not have that.

What we will do is take a lot of
schools in this country that have been
underfunded because they are in dis-
tricts that are property-tax poor—not
rich; they can’t have the same re-
sources; they don’t have the same re-
sources as the most affluent of sub-
urbs—schools where children come
from homes where English is the sec-
ond language, children who come from
homes where families have to move
two or three or four times a year be-
cause of inadequate housing, children
who come from homes where they are
hungry when they come to school, chil-
dren who come from homes where they
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haven’t had the good developmental
child care; they haven’t been read to;
they don’t know how to use the com-
puter; they haven’t had any of those
opportunities; they come to Kkinder-
garten way behind—this budget does
nothing to make sure these children
will have the same chance as other
children to reach their full potential.
Instead, we have tax cuts, 40 percent
plus of the benefits going to the top 1
percent of the population.

We have testing. All we are going to
do is set up these kids, these schools,
and these teachers for failure. We are
providing none of the resources and
none of the tools to make sure these
children can achieve and do well, but
we are going to have tests and we are
going to test kids starting as young as
age 8, every single year, and then we
are going to say after 3 years: Schools,
if you don’t make the grade, we will
flunk you and we will move to vouch-
ers.

I think the people who deserve an F
grade are the White House and those
people in the House and the Senate
who do not seem to be willing to be
held accountable for the health, skills,
intellect, and character of all the chil-
dren in our country. That, to me, mer-
its a failing grade.

I hope my party does not join in this
tax-cutting frenzy. I hope we will focus
on honest tax cuts that benefit work-
ing families, middle-income families
and moderate-income families. I hope
we focus on a child care credit for all
families so we will be helping all chil-
dren. I hope we get the help where it is
needed. I hope this is not just one huge
bonanza for wealthy people.

Frankly, I say to Democrats, this is
our moment of truth. Above and be-
yond tax cuts that work for citizens in
this country, we want to make sure
there are resources for investment. We
must be willing to draw the line and
say to President Bush and Republicans:
You go with your tax cut plan, 40 to 44
percent of the benefits going to the top
1 percent; we go for investment in chil-
dren and education. President Bush,
you go for a tax cut plan with 44 per-
cent of the benefits going to the top 1
percent; we go for expanding health
care coverage. President Bush, Repub-
licans: You go for a tax cut plan that is
Robin Hood in reverse, with most of
the benefits going to wealthy people;
we go for making sure our parents and
grandparents can afford prescription
drug coverage. President Bush, you go
for your tax cut, Robin Hood in re-
verse, going to wealthy people in this
country; we go for affordable housing—
that is what we are about. We are sup-
posed to be the party of the people, so
let’s try to make sure the tax cuts, in
combination with the investment, ben-
efit the vast majority of people in this
country.

I think it is terribly important for
Democrats to find their voice and for
us to be as strong as possible, both in
opposition to President Bush’s tax cut
proposal going mainly to the wealthy
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and in enunciation of what we stand
for. We stand for some tax cuts that
are honest tax cuts that benefit the
majority of families and citizens in our
country, not leaving out those families
who are most in need of help, and in
addition investment in our children, in
education, in health care. That is what
we are about.

I am lucky enough to be friends with
Marian Wright Edelman, director of
the Children’s Defense Fund, and her
husband Peter, two wonderful people of
justice. The theme of the Children’s
Defense Fund has been ‘‘Leave no child
behind.” That is what they are all
about. President Bush is now talking
about, ‘“‘Leave no child behind.”’

“Leave no child behind” I take seri-
ously. ‘“‘Leave no child behind” is a
beautiful way of calling on all of us in
the United States of America to be our
own best selves. But if ‘“‘Lieave no child
behind”’ is just an empty slogan and we
do not back up the rhetoric with re-
sources, and we don’t put our money
where our mouth is, and we don’t make
the true investment, which is not in
this tax cut proposal or in the budget
we are getting from this President,
then, frankly, we will have engaged in
just symbolic politics. We will not have
done well for children, all the children
in our country. That will be a profound
mistake, and I think we will not be the
better for it.

Without trying to sound pseudo-any-
thing, I look forward to this debate. I
am going to have a lot of amendments
that are going to focus on leaving no
child behind. Education, leave no child
behind; health care, leave no child be-
hind; housing, leave no child behind;
violence, leave no child behind. We are
going to have votes on all of these. If
my colleagues have a better proposal
for how not to leave any child behind,
I am all for it. I certainly do not see it
in the proposal of the President.

Mr. President, I yield the floor and
suggest the absence of a quorum.

The PRESIDING OFFICER
ENzI). The clerk will call the roll.

The legislative clerk proceeded to
call the roll.

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

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

Mr. DURBIN. Mr. President, I lis-
tened with great interest to the speech-
es this morning on the Republican side
of the aisle about the President’s State
of the Union Address this evening. It is
clear the focal point of the President’s
speech will be his proposed tax cut.

It is interesting when I read the
newspapers across Illinois and here in
Washington, DC, that the President is
having a difficult time convincing the
American people that his tax cut is the
right thing to do. I have been around
politics and politicians for decades. I
cannot think of an easier task than to
sell people on the idea of cutting their
taxes. But it appears the President is
having a tough time making the sale
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even though he has suggested this is
good for the economy and that it will
provide additional spending power for
people in America.

Folks are a little skeptical. I think
they have a right to be skeptical. If
you take a look at the President’s pro-
posed tax cut, you will find that Amer-
icans like the idea of a tax cut until
you suggest to them that we really
make choices here on Capitol Hill and
in Washington, DC—that you have to
make a choice between a tax cut and
something else. Frankly, when it gets
down to those choices, the support of
the American people for the Presi-
dent’s proposed tax cut starts to dwin-
dle dramatically because I think the
American people understand the whole
notion of a tax cut is based on an edu-
cated guess of what our economy and
our Government will look like—not
just next year but 5, 6, 7, 8, 9, and 10
years from now.

To say these projections are inac-
curate is to be kind because, frankly,
they are not much more reliable than a
weather report. Imagine a weather
forecast for a month from now. Would
you take the umbrella or not based on
such a forecast? I doubt if many fami-
lies would not. Yet the President would
have us basically say we will now chart
the course of America’s Government
spending for the next 10 years based on
these projections and guesses from
economists in Washington.

Former President Harry Truman
used to say he was looking throughout
his professional career for a one-armed
economist because he said then they
wouldn’t be able to say, ‘‘on the other
hand.” He knew, as we know, that even
the best economists disagree. Even the
best economists are frequently wrong.

Most of the surplus the President is
using as a basis for his tax cut doesn’t
even arrive on Capitol Hill under their
projections until 5 years from now. Al-
most 75 percent of it starts to arrive in
the last b years of the 10-year period.

So it is reasonable to ask if we are
thinking about projections in our econ-
omy 5 years from now, how good were
these same economists 5 years ago
when they had to make an educated
guess about what America would look
like today. There are a lot of factors
that go into that guess. You have to
try to assume what the growth of the
economy is going to be, the number of
people employed. You have to take pro-
ductivity and inflation into account.

Five years ago, the very best econo-
mists sat down with the very best com-
puters and then said this fiscal year we
would experience a $320 billion deficit.
That was their best guess 5 years ago.
What do we find? Right now we are ex-
periencing a $270 billion surplus. They
missed it by $5690 billion 5 years ago.

This evening the President will begin
his speech with the assumption that
the economists are right; that we
should really base all of our plans and
our policies based on economic projec-
tions 5 to 10 years from now. I think
people are genuinely skeptical; they
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understand we have had similar mes-
sages from previous Presidents. It
wasn’t that many years ago that Presi-
dent Ronald Reagan arrived in town.
He suggested when he was elected in
1989 that a massive tax cut was the
best thing for America. He proceeded
to convince a bipartisan group in Con-
gress to vote for that tax cut. The net
result of that tax cut was, frankly, a
rocky road for the economy through-
out his Presidency.

Frankly, I never would have been
elected to the House of Representatives
had the economy not been so bad in
central Illinois in 1982, the second year
of the Reagan Presidency. And equally,
if not more important, those tax cuts
on top of his spending program led to
record deficits. We started accumu-
lating more red ink and debt in Wash-
ington than ever in our history after
President Reagan had convinced the
Congress that a tax cut was the best
medicine for America.

Fortunately, in the last 8 years we
have seen a turnaround. We have seen
a fiscally responsible approach. We
have seen not only a reduction in Fed-
eral spending, a reduction in the size of
Government, but an unprecedented era
of prosperity. I think the American
people value that prosperity more than
the promise of a tax cut. They under-
stand that like most free market
economies, you will have your
downturns. And we are in one of them.
I hope it is short lived and shallow. No
one can say.

But we want to do the right things
here in Washington at this moment
with this President to make certain we
get back on that track we were on for
8 years under the previous administra-
tion.

I can recall in 1993 when the issue
came to this Senate floor and to the
House of Representatives where 1
served, and President Clinton sug-
gested we had to take the deficit seri-
ously. We had to put in a combination
of spending cuts and tax increases to fi-
nally get rid of the deficit. Not a single
Republican supported that proposal—
not one. It passed in the Senate be-
cause Vice President Gore cast the tie-
breaking vote.

We have layers of Republican quotes
projecting that this idea of giving, I
guess, strong medicine to the American
economy would be a disaster; that it
would really put an end to any pros-
pect of economic growth. Yet we found
exactly the opposite occurred.

It is curious to me that President
Clinton could come forward as he did in
1993 with a projection for our economy
that worked, give us the hard news,
face the lumps in the next election, and
really come up with a plan to help
America. Most families and businesses
agreed. For the last 8 years, we have
seen 22 million new jobs created in
America, more home ownership than
ever in our history, inflation under
control, the welfare rolls coming down,
violent crime coming down, and an ex-
pansion across the board in the econ-
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omy in virtually everything but the ag-
ricultural sector.

We want to return to that. But many
of us believe a President’s responsi-
bility when it comes to leadership is
not just to say what is popular. Being
for a tax cut is a popular thing to say.
Yet the President is having a tough
time selling it.

One of the reasons he is having a
tough time selling it is when you take
a look at the tax cut, you find out the
top 1 percent of wage earners in Amer-
ica under President Bush’s tax cut re-
ceive 42.6 percent of all of the tax bene-
fits. The bottom 90 percent—people
below about $64,900 in income—receive
29 percent of the benefits.

The President’s response is that is
not fair to say because the people in
the top 1 percent pay all the taxes;
they should get a bigger cut. Not so.
The people in the top 1 percent in
America pay 21 percent of the Federal
income taxes. They get 42.6 percent of
President Bush’s tax cut.

Who are these people? These are folks
with an income above $319,000 a year.
These are people with an average in-
come of $900,000. These are the big win-
ners tonight.

So when you hear the applause after
the President says we need a tax cut
for America, you are going to hear it
the loudest from the top 1 percent.
They are the big winners. The folks in
the bottom 80 percent are not. These
people in the top 1 percent will receive
an average of $46,000 in tax cuts under
President Bush’s tax plan, while the
people in the lower 60 percent, for ex-
ample, will receive an average tax cut
of $227 a year.

So the President would have us risk
the future of our economy by basing a
tax cut on projections 5, 6, 7, 8, 9, and
10 years from now; and then he would
turn around and, with those projec-
tions, have us enact a tax cut not for
the average working person, not for
middle-income families, not for people
in Illinois struggling to pay heating
bills and tuition costs but, no, for peo-
ple who make at least $25,000 a month.
They are the big winners.

Frankly, what it does, in putting all
of this money into the tax cut, is it
ties our hands when it comes to impor-
tant priorities for America. Let me
give you an example, for just a minute.
The national debt is $5.7 trillion. That
is our mortgage. We have accumulated
most of it in the last 14 or 15 years. It
is a mortgage that costs us every sin-
gle day in interest payments. How
much is the interest payment on our
old mortgage? It is $1 billion a day—$1
billion in Federal taxes collected every
day to pay interest on old debt in
America.

What could we do with $1 billion a
day in America? Boy, I can think of
some things. Education, health care,
investment in America’s infrastruc-
ture, medical research—these are items
which I think most American families
value. But we take that amount of
money from families and businesses
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and individuals each day—$1 billion—to
pay interest on old debt.

Frankly, if we want to leave our chil-
dren a great legacy, it is not a legacy
of giving a fat tax break to the
wealthiest people in America. The best
legacy for our Kkids is to pay down this
debt.

Let’s burn the mortgage. Let’s get it
over with. If we are in a time of sur-
plus, let’s balance the books once and
for all. Shouldn’t that be our first pri-
ority?

If we go with the President’s tax cut,
let me tell you what it means. Maybe
not in the first year, but in the next
several years we are going to find our
hands tied when it comes to investing
in America.

I doubt there is anybody in this coun-
try who would argue with the following
statement: The future of America is
going to be found in our classrooms. If
we do not have good teachers, quality
schools, and students learning, can we
hope the 21st century will be an Amer-
ican century? I do not think so. The
President has put that in as a priority
but a much lower priority. The first
priority is a big tax cut for the top 1
percent of wage earners in America.

I wish to mention one other thing. I
see my colleague from Connecticut. I
am going to defer to him in a moment.

Senator MIKULSKI of Maryland came
up with a term today which I think is
important to think about. She said: We
not only have a mortgage, we have a
balloon payment coming. Do you know
what a balloon payment is? When the
baby boomers reach Social Security
age and when they decide they need So-
cial Security and Medicare—guess
what—the current system is going to
be truly taxed, and many of us are
going to have to answer as to whether
or not, when we had a surplus, we pre-
pared for that balloon payment.

If you have a home and you know a
balloon payment is coming, you better
get ready for it because then you are
going to have to refinance the home if
you don’t have the amount to pay. We
are not going to have the money to pay
into Social Security and into Medicare
if the President’s tax cut goes through
as proposed. He will take the money
out of education. He is going to make
a proposal, I understand, to privatize
Social Security, by taking money out
of the Social Security trust fund. He
already raids the Medicare trust fund
to pay for this tax cut, primarily for
the wealthiest people in America.

So you say to yourself, now I under-
stand why the President is having a
tough time selling what seems on its
surface to be such a popular idea—the
tax cut. If a politician can’t sell a tax
cut, how is he going to sell the Amer-
ican people on a tough decision, some-
thing that is painful? The President is
not having good luck selling it because
the American people are sKkeptical.
They think it is far more important to
empower families across America to
get this economy moving again. They
think it is far more important to make
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necessary improvements in our fu-
ture—in education, in health care, and
a prescription drug benefit under So-
cial Security, Medicare.

Important, as well, is to pay down
the national debt. You will not hear
much said about that tonight. It will
be mentioned in passing that we are
going to take care of all these things—
not to worry. But the bottom line is,
we know that is not the case. We need
to be concerned about it. We need to
accept fiscal responsibility, as we did 7
or 8 years ago, in the hopes we can re-
turn to the prosperity of our economy
which we saw a few months ago.

I will listen carefully to the Presi-
dent’s speech tonight. I am sure my
colleague from Connecticut will, as
well.

Mr. President, I yield the floor.

The PRESIDING OFFICER. The
Chair recognizes the Senator from Con-
necticut.

Mr. LIEBERMAN. I thank the Chair
and thank my friend and colleague
from Illinois for yielding the floor but
also for his very astute and targeted
comments.

This is an important day. I rise to
speak, with my colleagues, about ex-
actly the same matters that Senator
DURBIN addressed because they are at
the heart of our prosperity as a nation
and the future of every single Amer-
ican; and that is the state of our econ-
omy, the tax cuts that President Bush
will be advocating tonight, and the
strategies that we must adopt if we are
to create the widest opportunities for
the largest number of our fellow Amer-
icans.

The President and all of us with him
are facing a moment of truth tonight.
This is an important evening because
the lives of every American will be af-
fected for years to come by how Con-
gress and the administration resolve
the important fiscal and economic
questions that our Nation faces.

I am afraid, as the President prepares
to address Congress and the Nation to-
night, that he is reaching for the wrong
medicine. The American economy ap-
pears to have a slight head cold right
now. If we take the medicine President
Bush is offering, I am afraid we are
going to have a bad case of pneumonia.

I have spoken before about my oppo-
sition to the size and substance of the
President’s proposed tax cut. It is a tax
cut we can ill afford, based on money
that has not yet materialized, and it
gives the most to those who need it the
least.

But the trouble with the President’s
plan is not just a matter of numbers;
the trouble is also with the values that
it represents, such as the value of work
and rewarding work. Because instead of
helping those who are working hard
around our country to become wealthy,
President Bush’s tax proposal rewards
those who already are wealthy and do
not need the tax cut he is going to give
them. Instead of expanding oppor-
tunity, and other great American val-
ues, the Bush tax cut threatens our
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prosperity. Instead of honoring our ob-
ligations to our parents and our chil-
dren, the Bush tax cut leaves America
unprepared to adequately invest in
education, health care, retirement se-
curity, and national security.

I am not opposed to tax cuts. I know
my friend from Illinois, and our other
colleagues, are not opposed to tax cuts
either. I am for tax cuts that honor
America’s values and prolong Amer-
ica’s prosperity. I am for tax cuts that
are prowork, profamily, and progrowth.
I am for tax cuts that fit into the con-
text of an overall sound budget frame-
work because our hard-won prosperity
will surely wither if we do not balance
tax cuts with significant debt reduc-
tion and targeted investments that
benefit the greatest number of our citi-
zZens.

For 8 years, we have enjoyed a steady
and remarkable level of growth that
actually has revolutionized long-
standing assumptions about economic
expansion. After two decades of low
growth, low productivity, and high un-
employment in the 1970s and the 1980s,
technological innovations—remarkable
technological innovations—dramati-
cally improved the economy and have
brought us the closest I have ever seen
in my lifetime to true full employ-
ment.

Now we are experiencing an economic
downturn. It is not a recession, as
some, including some in the Bush ad-
ministration, have called it. But it is a
slowdown in our rate of growth. We
have a number of tools at our disposal
to keep the growth going.

I want to sound the alarm today that
unless we deal wisely with the boun-
teous growth we have had, we risk
throwing it all away. Then the current
temporary slowdown will, in reality,
become a recession. That is what is on
the line as we gather to hear President
Bush’s State of the Union tonight.

The fact is that a new economy has
emerged. Yet the administration’s poli-
cies seem rooted in the old economy.
When you count interest costs and
other revenue expenses, the Bush tax
cut plan weighs in at $2.3 trillion over
the next 10 years. It would consume 96
percent of the entire non-Social Secu-
rity and non-Medicare surplus, leaving,
by my reckoning, just $100 billion for
all other investments that we need to
make in national security, retirement
security, education, prescription drug
benefits, and worker training. The
money left over, therefore, is clearly
not enough.

What if the surpluses do not mate-
rialize? Remember, although we have
had 3 good years, all this talk of the
trillions of dollars we are arguing
about spending is talk about projec-
tions; it is not money in the bank.
What if those surpluses don’t mate-
rialize? Well, then, I don’t see how the
administration, based on its budget
plan and bloated tax plan, would have
any other options but to either raid the
Social Security and Medicare trust
funds or to radically slash Government
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spending. Indeed, I say that President
Bush’s tax cut threatens to return us
to the failed economic experiments of
an earlier era of ballooning deficits,
high interest rates, high unemploy-
ment, and high capital costs for busi-
ness as well.

There is another serious shortcoming
to the administration’s plan. I want to
talk about it in a bit of detail for a few
moments this morning. President
Bush’s tax cut plan contains no busi-
ness and growth incentives which actu-
ally could help the economy lift itself
out of the slowdown it is in now and re-
gain the extraordinary high levels of
growth we have enjoyed for years. With
apologies to Gertrude Stein, there is no
‘““there” there when it comes to spur-
ring on the New Economy or innova-
tion or productivity that have been the
central driving forces of it for America
and America’s families over the last
several years.

Let’s look at some of the tax cut pro-
posals President Bush is going to rec-
ommend and see how they relate to the
central question of how do we get our
economy growing vigorously again.

The estate tax. I am leaving aside
whether you are for or against it but
trying to gauge the impact on the
question of economic growth. The es-
tate tax changes create no economic or
investment incentives. The marriage
penalty reform corrects a fairness
problem. The broad rate changes being
described largely benefit an economic
elite, as Senator DURBIN’s chart
showed. At least a third—depending on
your reckoning, as much as 43 per-
cent—is going to people whose average
income is $900,000. That won’t stimu-
late the economy.

It is hard to find very many econo-
mists, including those who are for the
Bush tax cut, who say it will have the
effect of getting us out of the economic
slowdown we are in that has dropped
the markets and begun to lead to some
layoffs. You can be for the Bush tax
cut on various grounds, and you can be
against it on various grounds, but I
don’t hear very many people arguing
that it is the way to stimulate the
economy. Why? Because it won’t move
through the economy rapidly enough
to have an effect where it would count.

The fact is that the economic down-
turn that we have now is primarily fo-
cused on the technology sector of the
economy. That is why I think we need
to think about incentives for growth in
that very same technology sector
which has driven the growth we have
had over the last 8 years. So what are
the tools or how might we use a tax cut
better?

First, let me address what I think
would be the most equitable way to re-
turn some of the dividends of our hard-
won prosperity to those who need it
most. It is just fairness to help those
families reward those who are working
hard to raise themselves up in America
as a matter of equity. For most Ameri-
cans, the most crushing tax burden is
not the income tax. The tax that they
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pay most to Washington is not the in-
come tax; it is the payroll tax, the
money taken out of their paychecks. It
is a regressive tax. It is, in fact, a tax
on work.

Many of us here have been putting
together proposals that we think would
reduce the work penalty by giving
every working American a refundable
tax credit. That means it would go to
people who don’t pay income taxes be-
cause their income is so low. Unlike
the Bush tax cut, which would bestow
at least one-third of its benefits on the
top 1 percent, whose average is income
is $900,000, the payroll tax credit we are
talking about would provide real tax
relief to middle-class working families
and to the lower income workers—not
people who are not working, but work-
ers, those I have talked about who pay
payroll taxes or have it taken out of
their paychecks but have no income
tax liability. Beyond that is fairness in
sharing our growth with those who
need it most.

I think we have to act on business
tax incentives that will target the driv-
ers of economic growth in our time in
the new economy: Capital investment,
a skilled workforce, and productivity.
While large businesses have been driv-
ing our productivity gains by imple-
menting information technology, small
firms, which still account for 98 per-
cent of employers, have been moving
more slowly into the new economy
simply because they can’t afford its
entry fees. A potential fix here would
give small companies tax credits to in-
vest—and invest now—in information
technology. This is like servers and
network hardware, broadband hookups,
computers, and e-business software.
Small business, after all, accounts for
40 percent of our economy and 60 per-
cent of the new jobs; but fewer than
one-third of small businesses are wired
to the Internet today.

This is a stunning statistic: Those
that are wired—the small businesses
wired to the Internet—have grown 46
percent faster than their counterparts
that are unplugged. If we encouraged
small business owners to strive for in-
formation technology efficiency now,
and phased a credit out in a few years—
if we couldn’t afford it anymore—we
could keep productivity growing and
help us grow out of the current eco-
nomic downturn.

Let me talk about a second potential
business tax incentive tool, and that
would be one that would zero out—
eliminate—capital gains taxes for long-
term investments in entrepreneurial
firms.

I have long supported, since I came
to the Senate in 1989, cuts in capital
gains to spur growth and encourage a
strong venture capital market. I re-
member being one of six members of
my party who stood to support the cap-
ital gains tax cut proposal that then-
President Bush proposed. Capital gains
have been purged, in my opinion. We fi-
nally adopted a broad-based capital
gains cut in 1997, and I think that cut,
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and earlier more targeted forms of it,
have encouraged the boom in entrepre-
neurship and startups that have insti-
tutionalized innovation in the United
States.

This country’s entrepreneurial depth
is an asset we must nurture, and we
can do so by cutting the capital gains
rate to zero for long-term investments
in startups, small entrepreneurial
firms.

In the new economy, finally, employ-
ers need a knowledgeable labor force
that adds value to the new technology.
Right now, employers are investing too
heavily in remedial education to make
up for failures in the performance of
our K-12 school system. Employers who
are making these remedial education
investments to bring our workforce
into the new economy should be en-
couraged to do so with a new education
tax credit system—a business edu-
cation tax credit system.

For the same reason, I am supportive
of tax relief for low- and middle-income
families struggling to pay the cost of
their children’s college education. We
are talking about a tax deduction for
up to $10,000 a year that is spent by
families in this country to educate
their children or themselves.

Those are three proposals where busi-
ness tax cuts would have a direct effect
on sustaining economic growth and
getting us back to the boom in the
American economy that we seem to
temporarily have left.

At the end of the debate which Presi-
dent Bush will begin tonight, the best
approach, of course, is the responsible
approach; the approach that embraces
the highest values and most far-reach-
ing and broadly shared goals of the
American people.

The goal of any tax cut and pros-
perity plan cannot be short-term poli-
tics. It has to be the long-term eco-
nomic interests and values of the
American people.

We are poised at a crossroads: After 8
years of economic good fortune, we can
go forward and continue to pay down
the debt, offer sensible, broad-based tax
cuts that are both personal and busi-
ness, and begin paying the IOUs we al-
ready owe for retirement benefits for
baby boomers; or we can turn back,
choosing policies that will undermine
our productivity, reward the few, and
leave education, health, retirement se-
curity, and our national defenses un-
derfunded.

That is a big choice with serious con-
sequences for each and every family
and each and every individual in our
country. I know the American people
want to move forward toward expanded
opportunities and continued pros-
perity. That is the heart of what it
means to be an American. I hope we,
their representatives, in Congress and
in the administration, from both par-
ties, will have the common sense in
good times we had when they were bad
to build on 8 years of success with fis-
cal discipline and sound economic poli-
cies and humane investments in our fu-
ture.

S1603

That is what is on the line tonight as
all of us in both Chambers and the
American people listen to President
Bush deliver his first State of the
Union. I thank the Chair. I thank my
colleagues. I yield the floor, and I sug-
gest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

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

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

Mr. REED. I understand the time is
controlled by the Democrats until
noon.

The PRESIDING OFFICER. Until the
hour of noon, yes.

Mr. REED. Mr. President, I ask unan-
imous consent to speak as in morning
business for 20 minutes.

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

Mr. REED. I thank the Chair.

———

EDUCATION

Mr. REED. Mr. President, the last
election demonstrated clearly and
graphically the importance of edu-
cation as a concern to the American
people. It is perhaps their highest pri-
ority. They have indicated overwhelm-
ingly in poll after poll that education
reform and improvement is something
they desperately want and that this
Nation desperately needs. They have
also indicated their top priority for the
use of the Federal budget is investment
in education. Indeed, 81 percent of indi-
viduals polled recently indicated they
would approve of a bold national com-
mitment to improve education similar
to our commitment to build the Inter-
state Highway System and to do many
other projects of critical importance to
the American public.

It is, indeed, fitting then that Presi-
dent Bush would embrace this notion
of education reform. I commend him
for his interest. I welcome the begin-
ning of a very serious debate about how
we can at the Federal level assist local
communities to improve elementary
and secondary education in the United
States.

We should begin, I believe, by recog-
nizing that over the past 8 years, we
have made progress. We established in
Goals 2000 a focus on educational re-
form. In the reauthorization of the Ele-
mentary and Secondary Education Act
in 1994, we insisted that high standards
be the benchmark and the measuring
rod of our commitment to educational
reform.

We have also over the last few years
passed legislation to diminish class
size and to repair and renovate crum-
bling schools throughout this country.
So we begin this process with success,
but we also begin with the idea that we
have to do much more, and we have to
do it together.
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