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all interlocked in a way, and we have a
responsibility to address them all.

When I look back on what I was try-
ing to do, which was to frame a legisla-
tive program that would provide block
grants to those States that had pro-
grams and encourage other States to
develop programs, what I realized was
and what seniors told me was we are
leaving a lot of people out. We are leav-
ing people out in those States that do
not have a program, and it is going to
take them awhile to implement. We
are leaving those people out whose in-
come levels are sufficiently high that
they do not get to participate.

The point is, when it comes to health
security, when it comes to retirement
security, when it comes to national se-
curity, we do not want to leave any-
body out. We want to make sure that
everybody is covered. We are all a part
of this great country of ours. We need
to work together to make sure that ev-
erybody participates.

Mr. FLETCHER. Mr. Speaker, again I
thank the gentleman for joining us to-
night, and as he said, two critical
things, immediate help, help now.

If we, as we did a couple of years ago,
pass a bill out of the House here, we
sent that over to the Senate. The Sen-
ate did not act on it. Let us hope it is
different this year as we look over the
next few weeks of passing a bill out
here and sending it over to the other
body, but I do thank him for joining us
tonight and thank him for all the
work, for all the citizens, not only in
the State of Connecticut, but all over
the country.

Let me just say a few things and
close out this evening and remark on
this. We said no senior should have to
choose between food and medicine, and
yet that is happening in this country,
and yet we are undoubtedly the
wealthiest Nation in the world’s his-
tory. We have developed a tremendous
amount of health care technology, in-
cluding wonderful new medications,
prescription drugs that help prevent
disease.

We now have medications that pre-
vent hardening of the arteries, that re-
duce the rates of heart attacks and
strokes. We have medications that cer-
tainly allow senior citizens to live
more comfortably. We have medica-
tions that treat and sometimes even
cure cancer. That would have been just
unimaginable a few years and decades
ago, but oftentimes our seniors are
having to choose between the food that
gives them that comfort, that quality
of life and even assures them of pro-
longed life, and the medicine, having to
choose between food and medicine.

So we want to stop that. We have a
good plan, and let me just review a lit-
tle thing on that.

First off, it fully subsidizes premium
and cost-sharing up to 150 percent of
the poverty level. That means those la-
dies that are on low income and those
senior gentlemen that are on low in-
come do not have to worry about that
problem, as we have shown, choosing
between food and medicine.
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It also provides a subsidy that is
phased out between 150 and 175 percent.
This is a coverage in Medicare, and it
is important to understand that. It is
also important to understand that peo-
ple have a choice.

There are several plans to choose
from, so that they can get the medica-
tion that they need. It is not just a sin-
gle formulary that may restrict some-
one or make it very, very difficult for
them to get the particular medicine
that they can tolerate and that treats
their particular condition the best.

It brings immediate relief of up to 30
percent cost reduction. It helps not
only that, but there are a few other
things I want to review as we close out.

It protects improvements in Medi-
care to help reduce adverse drug inter-
actions, provides for electronic pre-
scribing to minimize medical errors
which the complexity of medicine now
certainly is needed to incorporate all
the technology that we have to ensure
that we reduce the medical errors to as
little as few as possible. It allows phar-
macy therapy management for chronic
conditions, and I think disease man-
agement is part of this prescription
drug plan that is very critical as we
look to not only just treat the acute
problems of our seniors but make sure
we manage their condition to give
them the best quality of life, again to
help them with their retirement secu-
rity, to secure their health for as long
as possible.

So as I close we have a plan that we
will be rolling out soon to provide im-
mediate relief that is available for all
seniors that will ensure no one has to
choose between food and medicine, that
will also provide choice and freedom. It
will also make sure that those people
that have drug costs that become quite
expensive, that they are not going to
go bankrupt because of runaway drug
costs.
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Mr. Speaker, it is an excellent plan. I
certainly hope that we can get bipar-
tisan support for this plan as we bring
it to the House floor.

As I mentioned a year and a half ago,
we passed a good prescription drug bill
out of this House. I think we have
made marked improvements on the
plan. I want to share, Mr. Speaker, this
plan is not only a plan that we have
worked on this year, it is the culmina-
tion of several years of work.

What we found is that I think we can
get a greater participation in the way
this is structured; and again, the Con-
gressional Budget Office predicts that
95 percent of the seniors will sign up
for this, this voluntary program, be-
cause the benefits are so structured
and so good and so attractive that they
felt like seniors would sign up for this,
and because it is available for all sen-
iors. Again, it provides them with the
ability to keep the plan that they have.
If they have a retirement plan, and it
provides prescription drug coverage,
this does not impede their ability to
keep that plan.
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It also, again through better negoti-
ating power, gives them an immediate
30 percent estimated in their cost. We
have a great disparity in this country
in the fact that most people who are
working can walk into a pharmacy and
they can get prescription drugs at a
markedly reduced cost because they
have an insurance plan that negotiates
the cost of those drugs and gets a re-
duced cost, but our seniors do not have
that. They pay a substantially higher
price when they walk in to buy their
prescription drugs. Why, unless they
have some sort of plan other than
Medicare, they do not get the benefit,
the negotiating power, to reduce the
cost. This plan brings that power to
every senior that takes advantage of
this plan.

I just wanted to share those few
things, and let seniors know that not
only providing this plan for the reasons
we have mentioned because of the ne-
cessity of improving certainly retire-
ment security and the security of our
seniors’ health, but it is a matter of eq-
uity. Medicare provides for acute care,
and will provide, for example, bypass
surgery for someone who needs sur-
gery, but it will not provide the pre-
scription drugs for hypertension or
lowering cholesterol that are nec-
essary.

——

EDUCATION TAX CREDITS

The SPEAKER pro tempore (Mr.
KELLER). Under the Speaker’s an-
nounced policy of January 3, 2001, the
gentleman from Colorado (Mr. SCHAF-
FER) is recognized for half the time re-
maining before midnight, or approxi-
mately 50 minutes.

Mr. SCHAFFER. Mr. Speaker, to-
night I rise to discuss the issue of edu-
cation in America and the topic more
specifically is around education tax
credits, a proposal which has been cir-
culating through some of the back
rooms in Congress so far. We have been
talking about this publicly for a long
time and many States know quite a lot
about this. We have been working to
construct a bill which is almost ready
for introduction. We are dealing with
some of the final discussions with the
committee of jurisdiction in that legis-
lation.

If we have Members interested in the
topic of education tax credits and
would like to participate, I would like
to invite my colleagues to join me. I
know there are several Members who I
anticipate will be joining me shortly.

Education tax credits are probably
the most exciting innovation with re-
spect to education that we will have a
chance to consider this year in Con-
gress. First, perhaps, I would explain a
little bit of the history of how we got
to the point of putting a pretty serious
education school choice initiative to
the point where we will be bringing it
to the floor and considering it in Con-
gress. That history goes back to the
Presidency of George W. Bush, when he
campaigned for the Presidency.
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He did so on a strong education com-
ponent of his platform, predicated on
the great accomplishments that he had
achieved for the State of Texas when
he served as governor of that State.
That was amplified on a national level
in his proposals that called for increas-
ing accountability through testing and
other diagnostic measures with respect
to school performance and closing the
achievement gap between underserved
children and those of greater means fi-
nancially.

The second proposal that President
Bush spoke about was school choice,
and the third most important element
of his platform involved school flexi-
bility. In other words, having the gov-
ernment propose that the Federal Gov-
ernment would eliminate all of the
rules and red tape, strings, and the
heavy oversight that the Federal Gov-
ernment has become known for with
respect to administering Federal edu-
cation programs through the States
and ultimately to local jurisdictions,
to school boards and local schools.

When the President became the
President and got himself elected and
came up to the Hill proposing a pretty
bold plan to follow through on those
campaign proposals, he put together a
proposal called Leave No Child Behind
which had those three key elements,
accountability, flexibility and school
choice, which were a part of that ini-
tial plan.

It was met with tremendous fanfare,
as Members recall. There were big
press conferences which rolled this bill
out. Particularly those who are active
members of the Committee on Edu-
cation participated in the drafting of
that legislation.

Unfortunately, something happened
on the way back to the President’s
desk, and that is just a sliver of the
President’s initial vision remained in
that bill which was titled H.R. 1, and
that is the fault of the Congress, cer-
tainly not of the President, because as
that proposal was introduced, before it
had its first hearing, the school choice
components were ripped out of the bill,
which were the core elements of the
President’s proposal, the most impor-
tant part. And the same with the flexi-
bility provisions, those provisions were
watered down considerably to the point
where after the Senate finished with
that proposal, they were barely rec-
ognizable. To the credit of the Con-
gress, the one portion that the Con-
gress maintained in the President’s ini-
tial vision was the accountability pro-
visions, and that we see carried out
through a massive new Federal effort
toward national testing.

Having said all that, the most impor-
tant provisions of the President’s vi-
sion have still been unresolved, and we
still have to achieve them and that is
what this tax credit initiative is about
trying to accomplish. We are looking
for a way to provide more flexibility to
parents and to school boards and to
local schools to try to find a way to
create a new wave of private, voluntary
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investment in America’s schools, a way
to eliminate the discrimination be-
tween government-owned institutions
and those owned by nongovernment en-
tities, whether they are nonprofits or
churches, or perhaps owned by private
organizations of other sorts.

And finally, we are trying to find a
way that really gives parents the
power that they need in order to make
greater choices as to the kind of edu-
cation and academic settings that are
available to their children, and this
academic education tax credit plan
helps to accomplish that. It does so by
bypassing the Federal Government all
together. The tax credit proposal does
not envision changing Federal edu-
cation law or even tampering with the
U.S. Department of Education. Instead,
this proposal is one that addresses the
Federal Tax Code and provides a direct
tax benefit to American taxpayers if
they will send their cash that they oth-
erwise would send to the Federal Gov-
ernment to a local school.

Mr. Speaker, I yield to the gentleman
from Michigan (Mr. HOEKSTRA) to ex-
plain the history and where we are try-
ing to go with this tax credit proposal.

Mr. HOEKSTRA. Mr. Speaker, 1
thank the gentleman for taking the
leadership position on this education
tax credit proposal. A few years ago,
the gentleman and I embarked on a
process with members of the Sub-
committee on Select Education of the
Committee on Education and the
Workforce, to talk about education at
a crossroads. What we wanted to do
was identify what the Federal role in
education was, and we also wanted to
go around to America and find out
what is really working in education.

What we discovered in terms of what
happens to the Federal dollars and
what happens in terms of decision-
making is that we found that the per-
son who is doing the work and paying
the taxes by April 15, they send their
money to the Treasury Department.
We in Washington, whether it is H.R. 1,
or any series of education bills here in
Washington, will allocate that money
and say we are going to spend this
much money here and this much there.
Politicians get into the debate where
exactly the money is going to go.

As we found out in the welfare re-
form debate recently, that debate,
pretty much the way that the debate
on education went, we forget about
how we are trying to serve. In the wel-
fare reform debate, the debate was not
whether the policies and programs
would help the people on welfare, the
debate was where the decision would be
made as to how those dollars would be
spent. Some of the politicians here in
Washington were scared because we
were actually going to make some of
the decisions not here in Washington,
but move some of the decisionmaking
down to lower levels.

So it was not worrying about what
worked and what did not, but who gets
to make the decision. We had some of
those same debates on education as to
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what policies are we going to mandate
in Washington to make sure that peo-
ple at the State level, people at the
local school district level, and people
at the local schools make the right de-
cisions.

So it goes through this process of
politicians in Washington deciding
what we are going to do. The money
flows down to the States and the
States decide how it is going to be allo-
cated, and it goes down to the local
school. What we find is we have this
whole bureaucracy in place deciding
how we are going to spend the Federal
education dollar, forgetting about who
paid the taxes in the first place and
forgetting too often about the child
that we are trying to educate.

What we found out was a couple of
things. Number one, when you put a
dollar into the top of the funnel, at the
end you only get about 65 cents into
the classroom actually educating the
child. The other thing that we found is
the most effective programs at the
State and local level.
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When we talked to parents, when we
talked to principals, when we talked to
superintendents, when we talked to
teachers, and said, what is really work-
ing in your schools, we were hoping
that they would come back and say,
well, you know, we only get 7 percent
of our money from Washington, but,
boy, that English as a second language,
man, that is the right program, that is
the program that is really making a
difference, or any one of the alphabet
type of programs that we have here.

That was not what we got. They said
all we get from Washington is bureauc-
racy, mandates, paperwork, and those
types of things. What really works is
local innovative programs because
those can be tailored to an individual
school.

So as the gentleman from Colorado
(Mr. SCHAFFER) said, we are not talk-
ing about changing the system. We
tried that. We tried to move more deci-
sion-making to the State and local
level, tried to move more decision-
making to parents. We did not win on
that. The bureaucracy and the folks
who wanted control here in Wash-
ington, they won that battle. So we are
just saying, okay, this system stays in
place. For those who want those con-
trols and those types of things, it is
going to stay here. It is well funded.
This is a healthy budget. It continues
to get healthy increases, and we are
not going to try to slay that dragon.

What we want to do is we want to
create another mechanism to get more
dollars to the student, and maybe my
colleague would like to take us
through exactly the difference between
this model and how a tax credit com-
plements this in terms of growing our
investment, moving decision-making
down to a local level, and it really
forms a very nice complement to what
this system is not able to do.

Mr. SCHAFFER. Mr. Speaker, before
we move on, it is important just to un-
derscore that this really is a picture of
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the way Federal education dollars go
from taxpayer down to student, and it
is a system that is not designed by ac-
cident. It is one that is very delib-
erately conceived here in Washington
and put into place over years and years
of Federal tampering and meddling in
the whole education system; and it is
important, before we go on to why a
tax credit is important and why it is
important to try to connect in a more
direct way the taxpayer with the child,
to go through each of these agencies
just so we have a sense, once again, of
why the politics are so difficult here in
Washington to put children first.

The Treasury Department is a huge
agency in and of itself, and we have
had to go meet with the Treasury De-
partment, and we just did that last
week, with respect to this tax credit
proposal. They are interested in the
way we are proposing to change the tax
law because they are the ones who ad-
minister it. So it is important to them
and they care about it. The politicians
here represent those of us here in Con-
gress.

Mr. HOEKSTRA. If the gentleman
will continue to yield, Mr. Speaker,
when we met with the Treasury, great
folks, but it was not about what is best
education policy. It was what is best
tax policy.

Mr. SCHAFFER. Mr. Speaker, that
really is the whole point and why it is
s0 important here because the Treas-
ury Department people, their focus is
the Tax Code. That is their job. That is
their mission in life. That is what they
do for a living, and when we go meet
with them to talk about tax credits,
that is the level of discussion we have
to raise is how do we utilize the Tax
Code to accomplish what we think, as
representatives of our constituents, is
in the best interest of the people. So we
have to talk in Treasury language
when we go to the Treasury Depart-
ment. And they were genuinely helpful.
I appreciated that meeting, and I think
things are going great over there, but
the child down here at the bottom was
not the focus of that discussion is the
point.

The legislators, and the politicians
here in the Congress, of course, we re-
spond to a great variety of priorities
throughout the country. There are 435
of us just in the House. Across the Cap-
itol here, there are another 100 of us.
So we have got all kinds of priorities
we are trying to balance. So politics
becomes the important element in how
we establish priorities here in the
House and in the other body.

The Department of Education, of
course, their function is to answer to
the Treasury Department and to the
politicians; so when we give the money
to them, we have got another bureauc-
racy, a whole other culture that exists
in the Department that deals with an-
swering questions up here in com-
mittee hearings and also sending these
dollars further down this education bu-
reaucracy.

Mr. HOEKSTRA. If the gentleman
will yield, again on the oversight com-
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mittee, we finally I think are getting a
handle on this, but for much of the
nineties, this Department of Education
that gets about $40 to $45 billion per
year could not even give us a clean
audit. They could not tell us where the
money was going or how it was being
spent. That is interesting. If you get to
a local school board, those things are
audited. If there is a problem with the
books, immediately there is a State
takeover. Here you have got a $40 bil-
lion agency, like I said, that now I
think finally under the Bush adminis-
tration, there is accountability here,
they know where the money is going;
but for the longest period of time, they
did not even think enough about $40
billion to actually account for where
the money was going.

Mr. SCHAFFER. They have to ac-
count for how those dollars are spent
by States which is where those dollars
g0 next. Once the money goes to the
States, the States have those dollars
distributed by more politicians, State
legislators, those dollars go to their
State departments of education, from
there to the school districts, from the
school districts through the political
process there, ultimately to the school,
and then finally down there to the
child. My point being is that each one
of these agencies within this bureau-
cratic model, they have their own func-
tion, their own focus, their own set of
goals and objectives; and often they do
not match up. They are not consistent.

Here in Washington as conservatives
who are just kind of antibureaucracy
types like those of us represented here
tonight, when we try to change this
system and make it more efficient, we
step on a lot of toes, as you can see.
These agencies, these State bureauc-
racies, and the school districts, they
have tremendous political influence
here in Washington. In fact, the teach-
ers union is probably the most, I do not
think you would get much argument, is
the most powerful political influence
here in Washington, D.C., in terms of a
single special interest group. So this is
a huge, massive bureaucracy, that has
a tremendous political force here in
Washington.

Talking about changing, this is
something we need to do and will con-
tinue to do. We are not going to give up
on that, but we have not been too suc-
cessful, unfortunately. So the tax cred-
it proposal is a way to try to just cut
all that bureaucracy out of the middle.
We have not invented this idea in
Washington. This idea actually origi-
nated in several States, one of which is
the State of Arizona. I yield to the gen-
tleman from Arizona (Mr. SHADEGG) to
tell us a little bit about the experience
of education tax credits in his State.

Mr. SHADEGG. I thank the gen-
tleman for yielding. What I would like
to do, I will talk a little bit about our
experience in Arizona, but I also would
like to kind of get down to the nitty-
gritty questions that I think a lot of
people ask, and people who might be
watching tonight might be curious
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about. People are interested in improv-
ing education in America and want to
know how to do that. But I think that
is critical.

I guess I ought to begin by saying
that I come at this from the perspec-
tive of someone who my entire edu-
cation was in the public school system,
but more recent experience than that
is my wife is a public school teacher in
Phoenix, Arizona. She teaches kinder-
garten. I have two sisters, both of
whom are teachers, both in the public
school system in Arizona, and then I
have a niece who is a teacher in the
public school system in Tucson, Ari-
zona. And so I come from a family that
is pretty deeply steeped in public edu-
cation. Of course to achieve any kind
of reform, and you were just talking
about how difficult it is to achieve re-
form, you have to kind of convince peo-
ple to take a leap of faith, to try a new
idea.

As you pointed out, we in Arizona
tried a new idea. We have tried edu-
cation tax credits, and I think they
have worked extremely well. That does
not mean that everybody in Arizona is
yet convinced or already on board and
it does not mean that the teachers and
the teachers unions in Arizona are not
still skeptical, but I think it would be
important for either of you as the lead
proponents on this legislation to kind
of lay out what you believe tax credits
will do and why public school teachers
like my wife, my two sisters, and my
niece ought to embrace this idea. Be-
cause we have to win them over. We
cannot achieve this without them.

I know our experience in Arizona has
been that by creating a tax credit for
education, in Arizona it is capped at
$5600, we have been able to allow young
children trapped in schools that were
not meeting their needs to get a schol-
arship that enables them to go to a
school of their choice and to get a
high-quality education, because money
is made available to them that they
could not otherwise access. That
money lets them go to a different
school. I also believe it has not only
not damaged the public education sys-
tem in Arizona, it has helped the public
education system in Arizona because
these are essentially additional re-
sources for education. It is not less
money to educate America’s school-
children; it is, rather, more money to
educate our schoolchildren. But I think
that is a critical question, and I would
invite your response to it.

Mr. SCHAFFER. You are precisely
correct. If you once again take a look
at the bureaucratic model of getting
taxpayers’ cash to children, this sys-
tem really serves no one well. It really
creates a nightmare for public school
teachers, for public school administra-
tors. What we want to do is start to
treat these teachers and administra-
tors like the real professionals that
they are. That is why not only should
they be enthusiastic about education
tax credits, but they really are.

Look at this. This is how tax credits
work. We replace this bureaucratic



June 11, 2002

model of getting taxpayer dollars to
children with one that is much more
direct, one that is better represented
by this chart here, where we have the
same taxpayer, the same child, no bu-
reaucracy in the middle.

Here is how it works. Here is how our
proposal would work. An individual
who makes a $500 contribution to a
school, either a public school or to a
scholarship fund to allow children who
are poor or are just challenged with re-
spect to the financial means to attend
the school of their choice, the taxpayer
who contributes to those kind of orga-
nizations would get half of their cash
back in the form of a tax credit. This is
money that today the same taxpayer is
funneling here to Washington, D.C., if
they would give those dollars to the
child, give it to the scholarship organi-
zation, the Federal Government is
going to give them a portion of that
cash back. We are essentially by chang-
ing the Tax Code making it easier to
just give your dollars directly to the
educational pursuit in your commu-
nity, the priority that makes sense to
you, rather than send it here to Wash-
ington and have it go through all that
nonsense that is represented by the
education bureaucracy.

Mr. HOEKSTRA. Remember, this is
the model that says the taxpayer puts
in a dollar and 60 to 65 cents makes it
to the classroom. On the other hand,
this model says we have gotten rid of
all this stuff in the middle and the tax-
payer puts in $2, and it only costs the
government a dollar. So here we grow
our investment in education and we
grow it for all students, public schools,
private, parochial schools, we grow the
dollar. In this one we shrink it. What a
sharp contrast.

Mr. SCHAFFER. The reason teachers
and administrators in public schools
and private schools are excited about
tax credits is because they play more
of a leadership role in getting these
dollars to the children who need it the
most.

Mr. SHADEGG. I just want to go over
a couple of points you made because I
think it is important to understand.
One, I emphasize the fact that my wife,
both of my sisters, and my niece are all
public school teachers. You made the
point in your remarks that these dol-
lars can go by a donor to a public
school. That is, I think, one of the
points that people have concern about.
The other point, and people get con-
fused, when we talk about cost to the
government, I just want to make it
clear that we understand this. As this
system works, if you give a dollar di-
rectly to an educational institution, be
that a public school in your neighbor-
hood or a private school, or to an orga-
nization that creates scholarships, I
take it, for a public or a private school,
that dollar goes directly to that school
and is used by that school.

When you say it only costs the gov-
ernment 50 cents, or it only imposes a
cost upon the government of half of
that, what you are saying is that it, as

CONGRESSIONAL RECORD —HOUSE

an inducement or a way to encourage
taxpayers to engage in this activity,
the taxpayer’s tax liability to the gov-
ernment goes down by half of what
they give. So you are actually doubling
the amount of money that goes to edu-
cation, because they give $500, would be
the max, and they get a tax credit,
that is, they can reduce their check at
the end of the year that they owe to
the government by half of that. In this
case it is $250. So not only are these re-
sources that can go to public or private
education without all the bureaucracy
that you talked about, but on top of
that, it is double the money. To get a
$250 tax credit, reduction in your tax
bill, you have to give $500. We are es-
sentially doubling the money going to
education.

Mr. SCHAFFER. It is more than a
win-win situation. Every dollar that
the government spends today or that
every taxpayer spends today through
their Federal Government gets filtered
through this bureaucratic process. In
doing so, every dollar does not make it
to the child by the time it gets down to
the bottom of this filter. Only about 60
percent of the money spent on edu-
cation alone gets to the child. The edu-
cation tax credit does just the reverse.
Rather than losing cash, which is what
the government does today with your
education dollar, the education tax
credit actually doubles the money. The
reason it does is because of one fact,
and, that is, Americans really are will-
ing to contribute their own cash to
American schools and American edu-
cation. If we can make that investment
a little sweeter by offering an edu-
cation tax credit, sure it still costs the
government a little bit in the end, not
nearly as much as the bureaucratic
process, but the result is for every dol-
lar the Federal Government spends
through a tax credit that we are pro-
posing, $2 actually make it to a child.

So when we describe this idea to ad-
ministrators and schools and teachers
and business leaders and people who
are involved in the education bureauc-
racy and have dealt with it for so many
years, they are genuinely excited about
this.
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The people who are most excited
about it are the groups represented by
the two figures on this chart; the tax-
payers, who are tired of seeing their
money squandered in Washington and
just through government bureaucracy
in general, and the others are actually
these children. We brought them here
to Washington, who have been the
beneficiaries of state tax credit pro-
posals and other scholarships through-
out the country, and it is a remarkable
thing to see 10- and 12-year-old kids
testifying before Congress about how
this model has changed their lives and
really opened up their futures to edu-
cational opportunities.

Mr. HOEKSTRA. The other people
that really do get excited are the
school officials at the local level, be-
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cause under the bureaucratic model,
the dollars that come from the Treas-
ury come with strings attached saying,
“‘you are getting a dollar and you will
spend it this way. And, as a matter of
fact, we are going to monitor you to
make sure you spend it the way we
want you to spend it. When we send
you the money, we are going to require
you to report back to us that you spent
it exactly the way that we mandated
that you do, and because we don’t real-
ly trust you, we will send in auditors
on a periodic basis to audit your re-
ports, because we don’t trust you are
going to tell us exactly the truth.” So
you get this whole bureaucracy in here
that does nothing, that totally does
not consider the child.

With this model, local officials, they
have got an accountability, but they
have only got it to the taxpayer, their
local taxpayer, in that they have to
convince a local taxpayer that says,
“For our school or district or our kids,
this is what we want to do. Would you
please support us?’”’ And if the money
comes in and they have made a compel-
ling case, it will come in.

That is what my colleague learned in
Arizona, that when local school dis-
tricts make a compelling case that
says we get this money from the State
and Washington, but our district is just
a little bit different and we have got
some special needs, at that point peo-
ple at the local level will step up with
the tax credit or the folks will step up
and write that extra check and these
school officials can meet some very
specific needs for their school district,
for their kids. They recognize the ac-
countability is not to some faceless bu-
reaucrat in Washington, D.C., but their
accountability is to the kids, to the
parents of the kids, and to the local
taxpayers; and that is exactly where
our schools need to have the primary
focus, is back into their communities.

Mr. SCHAFFER. We have some oppo-
nents to the plan, unfortunately, and I
think that opposition is somewhat pre-
mature. It is almost reflexive because
of the battles that have been tradi-
tional here in Washington. When we
talk about having a closer connection
between taxpayer and child, some peo-
ple in this bureaucracy over here seem
to be threatened by that.

I just want to point out for those in-
terested in preserving this bureauc-
racy, that is not a goal of mine par-
ticularly, but I just want to make it
clear the tax credit proposal does not
touch this bureaucratic model. We are
not messing with the Department of
Education laws or the bureaucracy in
any way. We are changing the Tax
Code, which is different.

But this whole bureaucracy is going
to continue to grow. If history has
shown us anything, it is that it does
not matter who is in charge of Wash-
ington, whether it is a Republican or
Democrat, this bureaucracy grows by
massive proportions from year to year,
and that is not something to be proud
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about or brag about from my stand-
point as a conservative, but that is the
reality.

For those who believe that a tax
credit means that there will be fewer
dollars spent in the traditional bureau-
cratic way in schools, Arizona is a per-
fect example. Arizona passed a tax
credit proposal similar to what we are
proposing here and the result was actu-
ally a benefit to Arizona’s public
school finance law. What happened was
the per-pupil operating level actually
increased in Arizona schools, and, not
only that, but the Arizona school fi-
nance laws continued on without any
change or any amendments to the way
the school finance acts works in Ari-
zZona.

I yield to the gentleman from Ari-
zona to highlight that point, perhaps,
or anything else he would like to add.

Mr. SHADEGG. I would just like to
drive home a couple of the points the
gentleman has made and make it very
clear that what we are talking about
here is more resources for education.

It is kind of interesting, as the gen-
tleman points out, in Arizona we
adopted a tax credit. The Arizona tax
credit is different than our proposal
here in Washington, which is not a dol-
lar for dollar match, but rather a one
for two match. If you give $2 to edu-
cation, you get a tax credit, that is to
say in simple English, a reduction in
your taxes due, the amount of money
you have to pay, of $1. That doubles the
amount of money going to education
before you even factor in the loss of
whatever it is, 25 cents, 35 cents, in the
bureaucracy, taking the dollar that
goes to Washington down to only 65
cents by the time it gets back to the
education system or to the child.

But on top of that, in Arizona, ours is
a dollar for dollar. We did not have the
multiplier effect. I think the multiplier
effect of the proposal here is a very
good one, because no one can say this
will divert resources from education,
because by definition you have to give
twice as much in order to get the sin-
gle deduction, that is, you give $500,
you get a tax credit of only $250. That
means there is twice as much money
for education, and that is a true ben-
efit.

In Arizona, as the gentleman pointed
out, the experience has been very posi-
tive; and it has encouraged, not dis-
couraged, the funding of education. It
has been a boon. It has been good to
watch people get excited.

I think our colleague from Michigan
pointed out that the accountability is
a huge factor. In Arizona, they created
what is called the Arizona School
Choice Trust, which is a nonprofit
charitable organization which collects
contributions from people all over the
State and then awards scholarships to
low-income children trapped in failing
schools who want to get a good edu-
cation and whose parents want a good
education for them.

I have known a number of people in-
volved in that effort, and it is very ex-
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citing to see the kind of, as the gen-
tleman described, the students who
come to Washington, to see the excite-
ment in the eyes of the adults, some of
them very wealthy, some of them very
ordinary means, who have decided to
make this kind of contribution, give
money for a tax credit, and then see
that money used usefully.

We are in a very competitive world.
This is a different world than perhaps
our parents or grandparents faced, in
that education now is absolutely crit-
ical. We all know the stories about
America falling behind in education
and the ongoing debate about we need
more resources.

In Arizona there is a very heated de-
bate, do we not need to put more
money into education, more money
into education? I am not one of those
who believes that money creates a di-
rect link to success in education, but it
is true that we do need to pay teachers
well, we need to be able to give them
the resources to do their jobs.

The gentleman mentioned the profes-
sionalism of educators. I am obviously
biased in my own view of my wife and
two sisters and my niece, but I find
they are all intentionally dedicated,
concerned individuals. They give a
great deal of money out of their own
pocket. They go out and buy supplies.
My sisters go out and buy supplies for
their classrooms. My wife, to my cha-
grin, goes out forever and buys supplies
for her bulletin boards and candy to
give away to the kindergartners that
she works with to provide rewards
when they do well in their perform-
ance. My niece in Tucson is a math
teacher, and she gets excited when she
can help kids.

Giving those teachers the resources
they need to educate young minds and
to make them be able to be competi-
tive in this globally competitive world
we are entering is, I think, one of the
greatest challenges we face here as a
Nation.

Doing it by the tax credit means,
which lets people get personally in-
volved and say okay, I am going to
write a check this year for $500. I know
I will only get a reduction in my taxes
of $250, so I am giving away an extra
$250. But I care. I care about the edu-
cation of kids in general. Business own-
ers care about getting educated work-
ers to come into the workforce.

I think this is an idea that kind of
cuts around all of the bureaucracy of
other reforms that, as the gentleman
pointed out earlier, we might make in
the overall system, that indeed the
President was trying to make with
H.R. 1. He believed he hit upon some-
thing that might make education more
accountable.

Tax credits let individual people put
their money where their mouth is, so
to speak, and do something to help
educate the kids right in their neigh-
borhood and create a one-on-one rela-
tionship with the parent or with the
child or even with the school adminis-
trator and say hey, I made a $500 con-
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tribution this year in Arizona. I gave it
to your school, I expect to see you
make that money work. The adminis-
trators that I have seen in Arizona are
very excited about this program, and
they believe that they are being given
a chance to manage these resources.

I think it is a huge success, and I am
very, very hopeful that we can enact
here in Washington a modest beginning
of this program and get it started
across the Nation.

Mr. SCHAFFER. That kind of ac-
countability that the gentleman just
described in Arizona is what we are
trying to achieve throughout the coun-
try. It is the accountability that goes
from the recipient of funds, public
funds, to the one who donated those
funds. Right now school leaders have
become proficient in the language of
Federal education bureaucracy. They
know the language to use in order to
get the grants and satisfy the bureau-
crats in Washington in order to get the
money to the school.

What we want to do is provide really
an opportunity to try to reform this
whole education culture, so that the
relationship goes right back to the
neighborhood. The gentleman is right,
individuals when they actually phys-
ically hand that check over to a school
or hand that check over to a scholar-
ship fund are more inclined to follow
up than people here in Washington are.

Here is the bill right here. The other
element that I think is very attractive,
and I just want to clarify this, is you
do not have to have a child in order to
benefit from the tax credit under this
proposal. As long as you are paying
taxes, you would be eligible to receive
a tax credit if you contribute to a
scholarship fund for low-income chil-
dren to go to the school of their choice,
or to an enrichment fund that would be
established by a traditional public
school. But you do not have to have
children in order to be a part of this, to
be part of your community education
and to be part of the accountability
process that goes along with that to
create better schools.

Mr. SHADEGG. Every American tax-
payer can participate.

Mr. SCHAFFER. Absolutely. I would
just like to point out, when I say that
existing public school leaders are en-
thusiastic about the idea, I brought
proof with me tonight from Michigan.
The Michigan School Board Leaders
Association sent us a letter just last
week that says, ‘“‘Dear Congressman
Schaffer, the Michigan School Board
Leaders Association supports the pro-
posed legislation allowing tax credits
for contributions for both private and
public education expenses. This legisla-
tion represents a win-win solution. It
encourages more corporate giving to
public schools, while it also encourages
corporate and personal giving to orga-
nizations that assist low income chil-
dren. Such initiatives are essential
given that the latest test results,” this
is kind of a Federal benchmark, ‘‘ show
that 63 percent of the low income chil-
dren essentially cannot read at the
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fourth grade 1level. The Michigan
School Board Leaders Association ap-
plauds you in offering fair legislation
which creates incentives for invest-
ment in the future of America’s chil-
dren, regardless of whether they attend
school.”

This is signed by Lori Yakland, the
executive director of the Michigan
School Board Leaders Association. So
this is not something that just appeals
to private school leaders, but those
that have been involved at the leader-
ship level and business level in trying
to promote quality public education in
America. This addresses all schools,
the American education system. It
does not discriminate, this tax credit
bill does not discriminate between gov-
ernment-owned institutions and non-
government institutions. Its focus is
rather on all children, all American
children; and it treats them all equal-
ly.

Mr. HOEKSTRA. I think that is why,
for a lot of our public school folks, this
is a very exciting proposal, because
they only get about 7 percent of their
money from Washington to begin with.
A lot of that money comes with the
strings attached and very little flexi-
bility, but when they see this tax cred-
it proposal, they see it as another ave-
nue to get money to come into their
schools, because they are confident
that they have built the relationship
with their constituents, with the cor-
porations back in their districts, with
the parents and the taxpayers in their
district, that they have got confidence
in their local schools, and with this in-
centive we are providing through a tax
credit, they believe they can go into
their community and raise the funds
necessary to do some of the special
things that they would like to do for
their schools.

In a lot of places today, the State of
Michigan, it is very difficult for a
school district to raise any extra
money for operating expenses. I guess
it is next to impossible for them to
raise operating money for their
schools. It all comes on a formula basis
out of our State capital.

So what they are saying is this is
now a new revenue source for us. They
do see it is more money coming into
their schools, because they have got a
high degree of confidence that the pro-
grams and the efforts that they wanted
to put in place will be supported by the
people in their local districts.

So it really is a good complement,
one set of funds coming through the
bureaucracy, and another set of funds
for their operating coming directly
from the taxpayers in their commu-
nity. It creates a new accountability
stream, the one that I think they
treasure the most, which is their ac-
countability, number one, to the Kkids,
number two, to the parents of those
kids and their schools, and, thirdly, to
their communities, because a lot of our
communities recognize that their fu-
ture depends on the quality of the edu-
cation that their kids are receiving
today.
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Mr. SCHAFFER. Mr. Speaker, one
other element I want to mention is just
a little bit about the strategy of bring-
ing this bill to the point we are at now.
The school choice components of the
Leave No Child Behind bill, H.R. 1,
which passed last year, were taken out
by the House and never really consid-
ered. So we went back to the President
and asked him, Mr. President, since the
school choice provisions were not part
of H.R. 1, we want to continue on with
that part of your vision, this vision of
leaving no child behind.

The President has committed to
helping us with this tax credit pro-
posal. In fact, it is largely because of
the discussions we started on this a
year ago that we have since secured
commitments from our own leaders
here in the House: the Speaker, the
majority leader, our majority whip,
and key committee chairs, to bring
this proposal to the floor. So I just
want to commend our President for the
promises he has made to back the tax
credit proposal that is about to be in-
troduced here in the House; and I want
to commend the leadership of the
House for its commitment to bringing
this bill to the floor and get a fair
markup in the Committee on Ways and
Means and for the team effort that has
really led to what I think is just really
perhaps the most exciting prospect
that we have for reforming American
schools.

Mr. SHADEGG. Mr. Speaker, if the
gentleman will yield, I would like to
begin by saying that the gentleman de-
serves a lot of credit, along with the
gentleman from Michigan (Mr. HOEK-
STRA), having been in the lead on this
fight. You are both on the committee
of jurisdiction, the Committee on Edu-
cation and the Workforce, and I think
you have done a great job on leading
this issue.

Whenever we do these Special Orders,
it sometimes occurs to me that we
sometimes may be talking around or
over the heads or past the listening au-
dience. I thought maybe it would be
worth just a couple of minutes to ex-
plain some of the concepts here. I know
that I get in discussions where I use
the words ‘‘tax credit,” or I use the
word ‘‘deduction,”” and people do not
understand. I mean they do not want to
say, I do not understand what you
mean, Congressman. But in America,
with the withholding structure that we
have where both wages and taxes are
withheld out of your check, you file a
form at the end of the year and you get
a check back from the government; I
think a lot of people do not really un-
derstand what a tax credit is and what
a deduction is and why there is such a
critical difference.

I think it might be important to kind
of walk through the fact of what this
would mean for, as the gentleman
pointed out, any taxpayer in America
who even does not have a child; let us
say they are used to filing their tax re-
turn and they get a check back from
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the government saying that they have
overpaid their income taxes for the
coming year. Let us say they get a
check back right now of $1,000 in a
given year, and that is because they
owed everything else that they had
paid in, except that $1,000.

This is not a deduction that reduces
the amount of money on which they
have to pay taxes; this is rather a re-
duction, a lowering, of the dollars that
they must pay in taxes themselves. So
a tax credit means they get, they actu-
ally get money back, whether their
check refund is larger or whether they
write a smaller check to the govern-
ment at the end of the year; is that not
correct?

Mr. SCHAFFER. Yes, sure, the gen-
tleman has described it accurately. Let
us just use, for example, the base ben-
efit amount that exists in this pro-
posal, which is $250. That would be the
tax benefit to an American taxpayer.

Mr. SHADEGG. So just to make
clear, Mr. Speaker, a taxpayer decides,
once this bill is in place, I am going to
give $500 to help low-income children
in my neighborhood or in my State.
They give that $500 check. Come the
end of the year, they get either a re-
fund check that is $250 larger or, if
they owe money at the end of the year,
they write a check to the government
that is $250 smaller.

Mr. SCHAFFER. Mr. Speaker, that is
correct. Because without the bill, as
the law stands today, let us just as-
sume Americans who pay taxes, they
will be forced to just pay that $250 to
the Federal Government. That is where
that money will go without our bill.

What we are saying is that if you
make a $500 contribution to a school,
to a school project or a scholarship
fund, you take that $250 that you have
given to a school and you no longer
send that to Washington. So you are
going to pay that money to somebody
anyway. What we want to do is give
you a choice. You can send the money
to the bureaucracy here in Washington,
let it go through the political process
that we described here before, or you
can add a little bit of your own cash to
it and take it to the school down the
street, which is reflected here on this
chart. And you have effectively used
the $250 that would have gone to the
bureaucracy and instead, taken that,
along with another $250 of your own
cash, and given it to the kid who needs
it.

Mr. SHADEGG. And, Mr. Speaker, of
critical importance, for those who say
we are underfunding education at the
Federal level already, we should not be
doing any of these schemes, we should
not be diverting dollars, we should not
be reducing the amount of money that
goes into education. By using this de-
vice, by saying you get a $250 tax cred-
it, but only if you make a $500 con-
tribution to education, that argument
goes away. Because we have not re-
duced the amount of money going to
education by $250; we have increased
the amount of money going to edu-
cation by $250 that would not have been
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there to begin with. And if $500 went to
education, not $250, and in a sense we
know that out of the $250, only 65 cents
out of each dollar would get to the stu-
dent, we have, as we said earlier, more
than doubled the amount of cash going
into education, which is why teachers
across America, teachers’ unions,
school superintendents, school admin-
istrators, people who are professionals
and care about resources for education
ought to be excited about this idea.

Mr. SCHAFFER. They are, Mr.
Speaker. And from a taxpayer stand-
point, most taxpayers are going to be
excited about this, I think, especially
people who have children in schools
and who are familiar with the aca-
demic settings in America today.

Some Americans just do not care,
and we know this, and that is unfortu-
nate, and some of our colleagues here
in Congress do not care. They will be
content to continue sending cash to
Washington as they always have.

Mr. SHADEGG. As the only mecha-
nism.

Mr. SCHAFFER. Yes, some will just
do that, because it will be simpler.
Frankly and honestly, it will be easier
just to continue shoveling money to
Washington, D.C. and letting us spend
it here. But for those who believe that
getting more bang for the budget, who
believe that it is going to help more
children, this tax credit really speaks
to them, and that is the partnership
that we are trying to create that just
shows a better way. It does not threat-
en the bureaucracy which I mentioned
before, because there are enough people
that want to preserve that system that
exists now. I hate to admit that, but
that is the cold, hard facts and reali-
ties of Washington, D.C. But for those
Americans who are taxpayers, who are
parents, or who work in public schools
who want to see dollars getting di-
rectly to children, this tax credit pro-
posal offers them a unique option that
they do not have today. It is really, I
just think, an important element of
new hope in American schools for chil-
dren.

Mr. HOEKSTRA. Mr. Speaker, my
colleague was talking about what is a
simpler process for the taxpayer. This
is fairly simple to begin with, but the
gentleman is right. Having your taxes
withheld every week makes this a very
attractive, or not attractive, but it is
the process that is there, and they have
been doing it for years. But this proc-
ess is very, very difficult for our local
school district. They have to clamor
with the State, they have to raise a
ruckus with us to make sure that they
get their fair share, and then they have
all the bureaucracy that goes with it.

I mean when we are talking about
what is the easiest and what is the fair-
est method for kids and for local tax-
payers, this is the posture that clearly
works. There is no bureaucracy, there
is a lot of flexibility with how the
money is spent to make sure that at
the end of the day, what do we want?
We want this American child to be the
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best educated child in the world. It
does not mean that we do not want
other kids and the rest of the world to
be as educated as well as they are; we
do. But at the end of the day, this kid
cannot come in fifth, tenth, fifteenth,
seventeenth, nineteenth like they are
on some of the tests today on math and
science and those types of things.

Our goal and our objective is to have
ours to be the best educated kids in the
world. We want to make sure that
every child has an opportunity for a
great education; that we cannot have
60 percent of our kids getting a good
education, we want all of our kids to
get a good education.

We want all of our kids to be in safe
and drug-free schools. As one of my
friends said, the only thing we want
our kids to be afraid of when they go to
school is the exam tomorrow after-
noon, that is it; not fearful of walking
from the classroom to the locker to the
lunch room or anything like that.

So we have a great vision for edu-
cation. This really empowers taxpayers
at the local level to help build that vi-
sion into a reality at the local level.

Mr. SHADEGG. Mr. Speaker, the
‘‘leave no child behind’’ phrase is such
a great one, because every American
believes in that. No American wants to
leave a child behind, and it is a great
way to point out what we want to do as
a country for our children.
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But I just want to point out that as
a necessary corollary to what the gen-
tleman was saying just a moment ago,
the only reason that one would oppose
tax credits would be either that one
wants to retain the bureaucratic con-
trol in Washington, D.C., to be able to
order those districts around, or wants
fewer dollars to go to education. I just
want to make that clear, because I
think people are out there debating,
who is opposing this and why? I think
it is important to understand that.

Given that under this structure we
leave the existing structure in place,
and it still gets the resources that are
directed to it, the Federal dollars to
education that are flowing through the
Department of Education are still
there, and they still go out with all the
strings and all the bureaucracy.

This is not in place of that, this is an
add-on in addition to that.

The SPEAKER pro tempore (Mr.
KELLER). Under the Speaker’s an-
nounced policy of January 3, 2001, the
gentleman from Colorado (Mr. SCHAF-
FER) is recognized for the remainder of
the hour, or approximately 10 minutes.

Mr. SCHAFFER. Mr. Speaker, I yield
to the gentleman from Arizona (Mr.
SHADEGG).

Mr. SHADEGG. Mr. Speaker, to con-
tinue the point, this tax credit pro-
posal is on top of the existing Federal
funding for education. It is more dol-
lars without the control.

So I thought the gentleman did such
a good job of making that point, that
these are extra dollars and they go
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without the control; that the only rea-
son one could oppose it would be if one
is a bureaucrat in Washington, D.C.
and does not want Federal money of
any Kkind going out to educate Kkids
without those Federal dollars being
controlled, and the control of them,
and the dictate, saying they must
spend it this way, coming from Wash-
ington, D.C.

It seems to me, given that, that one
has to either oppose additional funding
for education or genuinely believe that
the people back home in the local
schools and school districts cannot
spend the money unless they are told
precisely how it must be spent by Fed-
eral bureaucrats.

Unless one believes one of those two
things, one ought to be supporting this
kind of idea, because it means more
dollars for education, more local con-
trol, it means more involvement by
Americans in the funding of education
in a very direct sense, where they want
the accountability to them and they
get the satisfaction of knowing their
money is helping education.

It is, as the gentleman says, a win-
win proposal.

Mr. SCHAFFER. And it matters to
American students. I brought a couple
of copies of the testimony that oc-
curred in Colorado. My State consid-
ered a tax credit proposal, and I regret
to say it failed really by one vote in
our Colorado State senate just a few
weeks ago.

But there was a student, Sasha Ward,
11 years old, who testified before the
State legislature again on similar leg-
islation. This is a child who did receive
a scholarship and was really speaking
to the importance of making scholar-
ship funds available to more children
in Sasha’s situation, and stressing to
the State legislature that that would
be possible, that would be achieved,
through the kind of tax credit proposal
we are proposing here, similar to the
one that was being considered in Colo-
rado.

Here is what the 1l-year-old said:
“My family applied for an ACE scholar-
ship for me to be able to study at the
school that I consider a very special
place. It is special because it is where
I learn the most and where I enjoy
learning. It is a place where I can
dream and have that feeling that I am
going to be successful in my life, suc-
cessful because of what I am learning
right now. In the past, my mom tried
to put me in a Catholic school, but she
could not afford the tuition for very
long. Now I am on my second year in
the same school because of these schol-
arships that she has got for my sisters
and me. I will be very happy if I can
stay at my school and have the same
good school as long as possible. They
are special, too.”

That was testimony from someone
named Sasha Ward, an 11-year-old from
Wheat Ridge, Colorado. The State leg-
islature also received testimony from
Maureen Lord. Maureen is a supervisor
of a child who initially was designated
as learning-disabled.
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The supervisor here says to our legis-
lature: ‘“Joe Ray was designated learn-
ing-disabled in the local public school.
At the end of his fifth grade year, he
was reading between second and third
grade level. He hated writing anything.
His distraction level was extremely
high; and to complicate things even
more, he had some fine-motor prob-
lems.

‘“Being an elementary educator my-
self, I knew Joe Ray would never be at
grade level if he continued in a school
system where he had only received an
hour of special attention during each
day. His future looked dismal and ac-
complishing the basic skills he needed
to go on to middle school and high
school seemed remote.”

The teacher goes on that one day she
heard an advertisement on the radio
about the scholarships, and a school
that appealed to children similar to
Joe Ray, and so this teacher began the
application process to try to get one of
these scholarships, and succeeded. Here
is what happened.

The teacher goes on: ‘“‘Joe Ray ap-
plied for the ACE scholarship and re-
ceived a 4-year partial scholarship to a
private school. With help from his men-
tor and his mentor’s supervisors, the
obstacles were falling one by one. Let
me tell you more miracles. Joe Ray
aced last semester’s report card. His
teacher says he is a wonderful young
man to work with, an eager learner.
The multisensory math program is
helping him to remember his times ta-
bles, and his confidence is growing. He
now frequently looks you in the eye
when he talks to you. This is just one
young boy who is benefiting from the
investments that scholarships have
made to his future. I hope this encour-
ages some of you.”

Again, testimony like that is the
kind of testimony we are just col-
lecting every day from people around
the country who realize the power and
the value of finding a way to create a
massive cash infusion in America’s
education system in a way that bene-
fits children in public schools and pri-
vate schools, and those who perhaps
want to move from one category to an-
other.

The system we have today is a dis-
criminatory one, and it is unfortunate
to have to say that, but the reality is,
it does discriminate. It discriminates;
it gives a tremendous amount of favor
to those children who make the kinds
of decisions or the parents of these
children that make the kinds of deci-
sions that meet the satisfaction of peo-
ple who work in government.

What we are saying is, no, the people
in government, they are nice, we care
about them, but we want to make chil-
dren the top priority. That is what the
education tax credit does. It starts put-
ting kids like Joe Ray and kids like
Sasha Ward in the driver’s seat, makes
them the top priority, and really forces
in the end I think a reformation of the
education process, so all of those in-
volved in the education system start
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serving children, rather than just
counting them as numbers to drive dol-
lars through a school finance formula.

Mr. SHADEGG. I think the gen-
tleman said it well. The key is, this is
not a replacement for the current sys-
tem. People in the current system and
believers in it should not feel threat-
ened by it. What it is, is a chance to
add resources to the current system. It
is a chance to make it even stronger. It
is a chance to put more dollars behind
education. It is a chance to get people
more involved in the education of their
children. It is a chance to get around
the bureaucracy and have the account-
ability run directly to people in their
own neighborhoods.

It is indeed for that reason I think a
win-win that should not threaten the
education establishment and should en-
courage them. So I compliment the
gentleman and my colleague from
Michigan for their very hard work on
this project.

Mr. SCHAFFER. I thank the gen-
tleman. I am grateful for my two col-
leagues for joining me here on the floor
for this Special Order. This is a topic
we feel very strongly about. We will be
back week after week to continue talk-
ing about children and education tax
credits and the necessity to get this
proposal passed to help these children.

———

WHAT HAPPENS IN AMERICA
WHEN CORPORATIONS VIOLATE
THE PUBLIC TRUST

The SPEAKER pro tempore. Under
the Speaker’s announced policy of Jan-
uary 3, 2001, the gentleman from Michi-
gan (Mr. HOEKSTRA) is recognized for
the time remaining before midnight, or
approximately 41 minutes.

Mr. HOEKSTRA. Mr. Speaker, I want
to talk about a little bit different
issue. I want to talk about what hap-
pens in America when corporations vio-
late the public trust.

Max De Pree, a former Fortune 500
CEO, my former boss at Herman Miller,
wrote in his book, ‘‘Leading Without
Power,” about the importance of peo-
ple having trust and confidence in the
American economic system in order for
it to work. He states, ‘“When you stop
to think about it, it is astounding that
anything as complex as the trading of
stocks, bonds, commodities, and fu-
tures ultimately depends on trust; a
value, not a statute, not an SEC regu-
lation, not even a government man-
date. The system works on trust.”

We have been rocked during the last
couple of months with revelations
about corporate management and some
of the activities that they have been
engaged in. It all started with the ac-
tions of Enron Corporation and certain
employees of Arthur Andersen, where
the actions at Enron and Arthur An-
dersen I believe were clearly designed
to do one thing: to deceive share-
holders, customers, and employees of
the true nature and health of the busi-
ness.
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After that we had Merrill Lynch.
Merrill Lynch just settled a lawsuit in
New York after allegations that their
brokers were advocating investors pur-
chase certain stocks while at the same
time acknowledging in internal memos
that these were potentially bad invest-
ments. Enron, Arthur Andersen, Mer-
rill Lynch, each of these cases, I think,
are classic examples of where leaders
in the business community violated the
trust that was placed in them by the
public, including their customers, their
shareholders, and their employees.

The other thing that goes on here is
that in my State of Michigan, there is
even more examples. CMS Energy, a
long-established and well-respected
business in Michigan, conducted round
trip sales of electricity. My belief is
that the sole purpose of this phony
business activity was to artificially
elevate the sales of one of its business
divisions of up to 80 percent, again de-
ceiving shareholders, customers and
employees of the true health of the
business. What is round-tripping?
Round-tripping is I will sell you $1 bil-
lion of energy at 9 o’clock in the morn-
ing, a billion dollars of electricity at
9:00 in the morning, and at 9:01 you sell
it back to me for exactly the same
price, and all of the sudden you and I
are now both billion dollar companies
in the electricity commodities market.
And in reality it was a phony sale.

Take a look at this headline re-
cently. Another Michigan company.
Kmart, employees at Kmart recently
allege that they were forced by man-
agement to adjust financial statements
to hide the true viability of the busi-
ness in 2001. The company filed for
bankruptcy in 2001. Kmart accused of
lying. Whistleblowers came, execs mis-
led, and accountants knew.

What happens when corporations be-
tray the public trust? As we have seen
in almost each of these cases, the fi-
nancial ramifications have been dev-
astating. These companies have even
seen their stock values drop; some have
been forced into bankruptcy. Worse, in-
nocent people, tricked by these decep-
tions, have lost their retirement sav-
ings, employees have been laid off and
investors have seen their investments
evaporate. The end result may be that
millions of honest businesses in Amer-
ica may be forced to pay a heavy price
in new government regulations.

It is really time for the business com-
munity and leaders in the business
community to become self-policing and
to bring forward proposals to address
this breaking of the public trust by
people in the business community. Re-
member, the system works on trust.

And then the other thing that hap-
pens here is you almost add injury to
insult. Many, if not most, of the man-
agement people involved in these de-
ceptive activities have not only gone
unpunished, they have been rewarded
with huge severance or compensation
packages. There is something wrong in
America when business leaders break
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