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Because most States are required by 

their constitutions to balance their 
budgets every year, they have to look 
to Medicaid for cost savings. 

Without adequate State fiscal relief 
through a temporary increase in the 
FMAP, the Federal Medicaid matching 
rate, these cuts are likely to be ap-
proved. It could be even worse as the 
deficits worsen further. 

To help States avert these otherwise 
unavoidable cuts, I have offered an 
amendment which is in the lineup for 
tomorrow that will increase the Fed-
eral Government’s match of State Med-
icaid spending by 3 percent instead of 
the 1.5 percent that is in the under-
lying amendment for the next fiscal 
year. 

If this amendment is agreed to, all 
States will receive an enhanced 3-per-
cent increase on their FMAP. Also, the 
States that have high unemployment 
rates will still get their 1.5-percent 
bonus and all States will still be held 
harmless. 

Basically, my amendment takes the 
underlying 1.5 percent and makes it 3 
percent in terms of the Federal match 
for Medicaid. 

It will provide about $3.5 billion more 
to the States than the pending legisla-
tion and over $7.5 billion more than the 
House-passed plan to help offset the 
impending State Medicaid cuts for pro-
viders and beneficiaries. 

Again, State fiscal relief is one of the 
best ways to stimulate the economy 
because Federal dollars used for this 
purpose help avert the State budget 
cuts and the tax increases that can be 
detrimental to any economic recovery. 

The people in Iowa and all across the 
Nation have enough trouble finding af-
fordable quality health care. They need 
our help and support during this reces-
sion. When it comes to protecting the 
vulnerable in these difficult times 
while getting our economy back on 
track, putting Iowans and all Ameri-
cans back to work, this proposal to in-
crease the FMAP, the Federal match 
on Medicaid, is right on the mark. 

This amendment will be up tomorrow 
for a vote. I hope it will get over-
whelming support because, again, we 
cannot afford to let the most vulner-
able in our society fall through the 
cracks, and we have to recognize that 
States are facing over a doubling of the 
initial estimate of what their State 
shortfalls would be in their budgets for 
this next fiscal year. 

Looking at all that, we need to make 
sure we increase the Federal share. For 
a small amount of money we put into 
it, considering the nationwide impact, 
the multiple effect it will have on our 
economy will be tremendous, espe-
cially as it affects those State budgets. 

Again, I commend Senator DASCHLE 
and Senator BAUCUS for the underlying 
amendment. If we had voted on this 
last year, perhaps 1.5 percent might 
have been sufficient with what we 
knew then. But with what we know 
now, 1.5 percent is not sufficient. I be-
lieve this amendment I have offered to 

double that from 1.5 percent to 3 per-
cent will make it so that the States 
will not have to cut their Medicaid 
budgets this year. 

I hope we can adopt this amendment. 
I hope we can get the stimulus bill 
passed and get increased unemploy-
ment benefits out there, health care 
benefits, and help our States with their 
Medicaid budgets. This will do more to 
stimulate the economy than anything 
else we are doing. 

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

The PRESIDING OFFICER. The 
clerk will call the roll. 

The legislative clerk proceeded to 
call the roll. 

Mr. KYL. Mr. President, I ask unani-
mous consent that the order for the 
quorum call be rescinded. 

The PRESIDING OFFICER (Mr. MIL-
LER). Without objection, it is so or-
dered. 

Mr. KYL. Mr. President, I ask that I 
be allowed to speak in morning busi-
ness for a period of 25 minutes. 

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

f 

WITHDRAWAL FROM THE ABM 
TREATY 

Mr. KYL. Mr. President, tomorrow 
evening President Bush will be giving 
his State of the Union speech. He will 
undoubtedly review the actions of the 
past year and talk about his plans for 
this current year. It seems to me ap-
propriate to focus a little bit on what 
I believe is one of the most important 
decisions he made in the last year and 
to reflect a little bit upon what that 
decision will mean for the United 
States in the years to come. It was 
made at a time when Congress was not 
in session and the country, frankly, 
was primarily thinking about the 
Christmas season. There was not a lot 
of media attention paid to the decision. 

For reasons I will discuss in some 
subsequent speeches, it seems to me 
one of the most fundamental and im-
portant decisions of any President in 
recent years and certainly of President 
Bush during his first term. I refer to 
his decision on behalf of the United 
States to give notice to Russia of the 
withdrawal of the United States from 
the 1972 ABM Treaty. As I said, I am 
going to discuss different aspects of 
this decision in some subsequent re-
marks. 

For example, I will discuss the Presi-
dent’s legal authority to withdraw. 
Some have suggested action by the 
Senate should take place or that some-
how the President doesn’t necessarily 
have the authority to withdraw from 
the treaty. That is not true; he does. I 
will be discussing that. I also want to 
address in subsequent remarks how I 
think this decision changes the geo-
political relationships and, frankly, re-
flects a 21st century view of the world, 
especially the relationship between the 
United States on one hand and Russia 
on the other hand, a view far different 

from that of the adversarial cold war 
relationship between the two super-
powers, and how this ABM decision is 
probably the most dramatic recogni-
tion of that new relationship. 

I will discuss what that means both 
in terms of the relationship between 
the two countries in the future but also 
what it means in terms of a change in 
the direction of the philosophy of this 
country with respect to national secu-
rity issues, especially how it relates to 
the question of how we protect our-
selves. Is it through a combination of 
ideas that are premised on peace 
through strength, going back to the 
Reagan days, or more of a focus on 
arms control agreements, reflecting 
more of the Clinton administration 
view? 

Clearly, the Bush administration has 
decided defending the United States de-
pends first and foremost upon our abil-
ity to defend ourselves through missile 
defense, for example, and less on arms 
control agreements. I will be discussing 
what I think are the important rami-
fications of that decision. 

Today, I will first of all commend the 
President for his decision, made on De-
cember 13 of last year, of the intent to 
withdraw from the ABM Treaty and, 
secondly, discuss the reasons I believe 
this was the right decision for the 
President to make. Let me note those 
two reasons in summary. 

It is highly questionable whether the 
ABM Treaty ever served U.S. interests. 
It did not stop an arms race, its pur-
pose, as proponents claims. It was the 
product of a bipolar international 
structure, as I said before, that no 
longer exists and no longer reflects the 
relationship we should have with Rus-
sia as a result. It remains a serious ob-
stacle to U.S. ability to defend itself 
against the long-range threat of bal-
listic missiles. The President’s decision 
was a necessary step forward in ad-
dressing that threat. The future na-
tional security of the United States re-
quires the construction of ballistic 
missile defenses that were flatly pro-
hibited by the treaty. 

Let me discuss those items in turn. 
First, with respect to the purpose of 
the treaty, the premise of the ABM 
Treaty back in 1972 was that if neither 
the United States nor the Soviet Union 
took steps to protect itself against a 
devastating nuclear strike, then both 
nations would feel confident in their 
ability to retaliate against each other, 
secure in the knowledge that each pos-
sessed that capability, and neither 
would find it necessary to increase the 
size of their nuclear arsenals. An ac-
companying agreement, SALT I, was 
intended to limit the size and shape of 
the arsenals in order to enhance stra-
tegic stability. 

Proponents of the ABM Treaty—and 
their numbers are many —have for the 
30 years or so since the treaty’s ratifi-
cation considered it the cornerstone of 
strategic stability. They view the trea-
ty not just as the guiding document in 
United States-Soviet and now United 
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States-Russian relations but as the 
principal constraint on all countries 
considering developing missile forces 
with which to threaten neighbors and 
argue that the absence unleashes a de-
stabilizing arms buildup around the 
world, including in Russia. 

Well, what of this? 
The central premise of the ABM 

Treaty, that the United States and So-
viet nuclear arsenals would be re-
strained by the absence of missile de-
fenses, is refuted through the simplest 
quantitative analysis. In the 15 years 
since the treaty’s ratification, the 
number of strategic ballistic missile 
warheads in the inventory of the So-
viet Union grew from around 2,000 to 
10,000. The U.S. level grew from around 
3,700 in 1972 to about 8,000 in 1987. In 
fact, strategic nuclear forces expanded 
not just quantitatively but quali-
tatively as well. The decade following 
the ABM Treaty signing witnessed in-
troduction into the Soviet arsenal of 
entire generations of new long-range 
missiles, not just in contradiction to 
the intent of the ABM Treaty but in 
contravention of the accompanying 
SALT I accord as well. 

The post-cold-war picture similarly 
argues against the treaty’s effective-
ness at restraining offensive forces. 
China has been exceedingly belligerent 
in its use of warlike rhetoric targeted 
against the concept of a regional mis-
sile defense plan encompassing the is-
land of Taiwan. Yet in the absence of 
missile defenses, it has been deploying 
missiles opposite Taiwan at the rate of 
50 a year. China made the decision and 
embarked on a modernization of its 
long-range missile force targeted 
against the United States long before 
the United States made a decision to 
deploy missile defense systems. 

Similarly, India and Pakistan missile 
developments which, combined with 
each country’s nuclear weapons pro-
grams, create the most dangerous re-
gion on Earth right now, occur without 
reference to missile defenses. And of 
course missile programs of countries 
such as Iran, Iraq, and North Korea 
have been restrained at times by tech-
nological factors but never by the pres-
ence of missile defenses in countries 
they might target. 

The point is that missile forces are 
not a response to missile defenses. 
They are the result of national percep-
tions of threat and political and mili-
tary requirements. As the new Na-
tional Intelligence Estimate on foreign 
ballistic missiles states: 

The ballistic missile remains a central ele-
ment in the military arsenals of nations 
around the globe and almost certainly will 
retain this status over the next 15 years. 

In other words, ballistic missiles are 
not being built as a result of missile 
defenses being built. Those missile 
forces are already occurring, are al-
ready being built, and it is the defenses 
which now need to restrain them. 

Another point: The bipolar world 
structure that I referred to no longer 
exists. The problem of proliferation 
here has to be addressed. 

The ABM Treaty was negotiated be-
tween two countries, one of which no 
longer exists. At its signing, little con-
sideration was given to a post-Cold War 
world. The developments of the late 
1980s and early 1990s were simply not 
foreseen. Nuclear and missile prolifera-
tion, while certainly acknowledged as 
issues, took a backseat in the two su-
perpowers’ thinking to direct bipolar 
considerations back in 1972. 

Proliferation is today, however, one 
of our principal national security chal-
lenges. Roughly two dozen countries 
have or are developing ballistic mis-
siles. These weapons have also become 
a common feature of modern warfare. 
Used but once between 1945 and 1980, 
thousands of ballistic missiles have 
been fired in at least six conflicts since 
1980, and their range and sophistication 
are growing. In fact, despite the prom-
ised reductions in Russian strategic 
forces, the threat from other countries 
seeking to target the United States 
with long-range missiles has grown 
since the end of the Cold War. 

Let me give some examples of this 
trend: 

China is actively modernizing and ex-
panding its long-range missile force. 
The newly released National Intel-
ligence Estimate states that, by 2015, 
‘‘the total number of Chinese strategic 
warheads will rise several-fold.’’ 

Despite difficulties it has experienced 
in developing its Shahab-3 medium- 
range missile—and it should be pointed 
out that all countries, including the 
United States, experience develop-
mental problems with new missile pro-
grams—Iran continues to place much 
emphasis on its missile activities. With 
considerable Russian assistance, it is 
developing missiles capable of striking 
Central Europe. The new NIE concludes 
that ‘‘Teheran’s longstanding commit-
ment to its ballistic missile programs 
. . . is unlikely to diminish.’’ 

Iraq is believed to covertly possess a 
stockpile of banned missiles. While 
Iraq’s missile programs have been con-
strained by sanctions in effect since 
the Persian Gulf War, the gradual but 
steady erosion of those sanctions could 
result in its being able to reconstitute 
its long-range missile programs. Iraq’s 
ability to surprise us in the past with 
the scale of its missile and nuclear, 
chemical and biological programs 
should serve as a warning of what can 
happen should the sanctions regime 
collapse completely. 

North Korea has extended its mora-
torium on testing its intercontinental- 
range Taepo-dong missiles, but its sur-
prise August 1998 test flight over Japan 
of one such missile should similarly 
temper any enthusiasm about that re-
gime’s capabilities and intentions. The 
National Intelligence Estimate pointed 
out that North Korea has not aban-
doned the the Taepo-dong 2, and that it 
could reappear ‘‘as a [space-launch ve-
hicle] with a third stage to place a 
small payload into the same orbit the 
North Koreans tried to achieve in 
1998.’’ 

If the National Intelligence Estimate 
is nebulous in its description of the 
threat to the continental United States 
of long-range ballistic missiles, it is 
emphatic in its description of the 
threat from shorter-range missiles: 

The probability that a missile with a weap-
on of mass destruction will be used against 
U.S. forces or interests is higher today than 
during most of the Cold War, and it will con-
tinue to grow as the capabilities of potential 
adversaries mature . . . (T)he missile threat 
will continue to grow, in part because mis-
siles have become important regional weap-
ons in the arsenals of numerous countries. 
Moreover, missiles provide a level of pres-
tige, coercive diplomacy, and deterrence 
that nonmissile means do not. 

What this tells us is that missiles re-
main an extremely important compo-
nent of the arsenals of the very re-
gimes that represent our greatest for-
eign policy challenges. Yet, the NIE 
suggests that the threat from medium- 
range missiles is not likely to be 
matched by a commensurate threat 
from long-range missiles in the next 15 
years, in spite of the fact that the very 
same arguments for medium-range 
missiles exists in the case of longer- 
range ones. 

Fortunately, we have today a Sec-
retary of Defense who understands inti-
mately the weaknesses of intelligence 
estimates that seek to predict foreign 
technological developments. As chair-
man of the bipartisan Rumsfeld Com-
mission, Secretary of Defense Rums-
feld led an effort to assess the threat of 
foreign ballistic missiles and the abil-
ity of the intelligence community to 
accurately estimate the scale of that 
threat. The commission’s unanimous 
conclusion was that the missile threat 
to the United States ‘‘is broader, more 
mature and evolving more rapidly than 
has been reported in estimates and re-
ports by the intelligence community,’’ 
and a rogue nation could acquire the 
capability to strike the United States 
with a ballistic missile in as little as 5 
years. 

That analysis was accepted by the 
Congress, by the President, and by a 
majority of the intelligence commu-
nity. The Rumsfeld Commission turned 
out to be more prescient than anybody 
anticipated. Within months of the com-
pletion of its report, North Korea 
shocked the intelligence community 
with its launch of the Taepo-dong. 

Indeed, for all of its successes—and 
they have been both numerous and 
vital to our security—it does not dis-
grace the intelligence community to 
point out that either it or its political 
overseers have, at times, missed impor-
tant developments. A recent article in 
Jane’s Intelligence Review describes 
the three times during the 1990s that 
North Korea alone surprised the United 
States within the realm of missile pro-
grams: 

The first was in 1990 with the testing of the 
No-dong IRBM . . . The second surprise was 
in 1994, when aerial photographs revealed 
mock-ups of two new two-stage ballistic mis-
siles, named Taepo-dong 1 and 2. The third 
surprise came in August 1998 with the test 
launch of Taepo-dong 1. . . . 
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President Bush recognized the 

changed post-Cold War security envi-
ronment typified by the ballistic mis-
sile programs of numerous real or po-
tentially hostile countries, when he 
stated in his December 13 announce-
ment of his intent to withdraw the 
United States from the ABM Treaty: 

. . . as the events of September the 11th 
made all too clear, the greatest threats to 
both our countries come not from each 
other, or other big powers in the world, but 
from terrorists who strike without warning, 
or rogue states who seek weapons of mass de-
struction. 

The President’s announcement was 
the culmination of a period of negotia-
tions intended to convince Russia of 
the need to amend or scrap an outdated 
treaty. He did this because he believes 
that the appropriate response to the 
threat from foreign missile programs 
must include defenses against those 
missiles, and that the ABM Treaty pre-
vents the United States from devel-
oping and deploying those defenses. 

What of that latter point? Some have 
argued maybe we could stretch our re-
search time and testing time and still 
not be in direct violation of the treaty. 
In fact, the previous administration 
sought to deal with the threat of bal-
listic missile attack primarily by rely-
ing on treaties or agreements as ar-
ticulated in 1994 by Under Secretary of 
State John Holum: 

The Clinton Administration’s policy aims 
to protect us first and foremost through 
arms control—by working hard to prevent 
new threats—and second, by legally pursuing 
the development of theater defenses for 
those cases where arms control is not yet 
successful. 

Arms control, first and foremost; 
only secondarily by pursuing the devel-
opment—not deployment—of theater 
defenses, not defenses against inter-
continental ballistic missiles, and only 
in those cases where arms control is 
not yet successful. That is an entirely 
different paradigm, that we can rely 
upon arms control to protect the peo-
ple of the United States. 

There are no arms control agree-
ments with rogue states, and they 
don’t prevent nuclear blackmail. Na-
tional Security Advisor Condoleezza 
Rice noted this problem in her July 13 
speech before the National Press Club: 

We must deal with today’s world and to-
day’s threats, including weapons of mass de-
struction and missiles in the hands of states 
that would blackmail us from coming to the 
aid of friends and allies. 

Nor do I think it is a good idea to 
rely principally on deterrence. One 
problem with deterrence is that it does 
fail. We acknowledge that fact when 
applied regionally. We support the 
Israeli Arrow missile program because 
we know that Israel’s adversaries may 
not be deterred by threat of retalia-
tion. In fact, in the case of Saddam 
Hussein during the Gulf War, such re-
taliation was invited. 

When the subject becomes the safety 
of American cities, however, such ac-
knowledgements disappear. The fact 
remains, though, that deterrence does 

fail, and we ought not be left with mas-
sive retaliation as the only response to 
an attack on the United States. 

It has always been of concern to me 
that we would rely on deterrence 
against a largely innocent population 
of a country headed by a tyrant. The 
best deterrence is the ability to defeat 
an attack. The principal impediment 
to our ability to develop the means to 
actually defend against missile attack 
is not technology. It is the ABM Trea-
ty, as I said before. As the President 
stated in his December 13 announce-
ment: 

We must have the freedom and the flexi-
bility to develop effective defenses against 
those attacks. Defending the American peo-
ple is my highest priority as Commander in 
Chief, and I cannot and will not allow the 
United States to remain in a treaty that pre-
vents us from developing effective defenses. 

Despite the failure of the ABM Trea-
ty to slow the growth in nuclear arms, 
it was remarkably successfully at pre-
venting the development of missile de-
fenses. We cannot develop, let alone de-
ploy, a national missile defense system 
under the constraints of the ABM Trea-
ty. That was its whole purpose. But 
times have changed, and, as the Presi-
dent has pointed out, the treaty has be-
come an unacceptable restraint on our 
ability to defend ourselves against the 
threat of ballistic missile attack. 

To repeat, we cannot develop, let 
alone deploy, a national missile de-
fense system under the constraints of 
the ABM Treaty. Both its letter and its 
intent are very clear on this point. Let 
me just take a moment to explain why. 

Article I, Section 2, states: 
Each Party undertakes not to deploy ABM 

systems for a defense of the territory of its 
country and not to provide a base for such a 
defense, and not to deploy ABM systems for 
an individual region except as provided for in 
Article III of this treaty. 

Additionally, under the terms of the 
treaty, specifically Article III, we can 
only build one treaty-permissible site 
around either Washington, D.C., or 
around an ICBM field. The treaty pre-
vents the defense of any other part of 
the United States. That is why the 
Fort Greely, AK, site under the terms 
of the treaty, cannot be an operational 
missile defense site. 

Critics of the President argue that 
the decision to withdraw from the trea-
ty is premature, and that the treaty 
does not really prevent the develop-
ment of the capability to build a na-
tionwide defense. 

For example: The Union of Concerned 
Scientists concludes, on the basis of its 
own examination of the issue, that 
‘‘there is no compelling reason for the 
United States to withdraw from the 
ABM Treaty for at least the next sev-
eral years.’’ One of our colleagues from 
the State of Florida, Senator NELSON, 
stated at a hearing in June: 

We need, for the sake of defense of our 
country, to proceed with robust research and 
development, but you can’t deploy some-
thing that’s not developed. 

The fact is, we cannot develop a na-
tionwide system under the constraints 

of the ABM Treaty. That was the effi-
cacious thing about the treaty: it effec-
tively prevented the development of 
such a system. 

Furthermore, we cannot even re-
search the kind of layered defense nec-
essary to maximize the prospects of a 
successful intercept. 

Article V of the treaty states: 
Each Party undertakes not to develop, 

test, or deploy ABM systems or components 
which are sea-based, air-based, space-based, 
or mobile land-based. 

Article VI states: 
Each Party undertakes not to give mis-

siles, launchers, or radars, other than ABM 
interceptor missiles, ABM launchers, or 
ABM radars, capabilities to counter stra-
tegic ballistic missiles or their element in 
flight trajectory, and not to test them in an 
ABM mode. 

It is critical. That is why the Sec-
retary of Defense was forced in October 
to alter the most recent missile-flight 
test. It would have violated the treaty 
had we used a U.S. Navy ship to track 
the target missile in flight—precisely, 
by the way, what we want to do in de-
veloping a successful missile defense 
system. Because the sea-based option 
remains among the most promising for 
a secure, flexible missile tracking ca-
pability, we should be actively inte-
grating the AEGIS system into these 
flight tests, but under Articles V and 
VI of the treaty that is prohibited. 

Similarly, use of a Multiple Object 
Tracking Radar at Vandenberg Air 
Force Base, which was going to be used 
to track the target missile, is prohib-
ited. An administration official was 
quoted in the Washington Post as not-
ing: 

This shows that the ABM Treaty is already 
constraining us in a very material way. 
These are aspects of tests that we canceled, 
and they need to be done at some point. 

Similarly, how can we exploit the ca-
pabilities that may emerge from devel-
opment of the Airborne Laser Program, 
a system designed to shoot down 
enemy missiles early in their ascent 
phase when they are larger and hotter 
and therefore easier to target? The Air-
borne Laser won’t necessarily know 
whether it is shooting at a short-range 
missile, or one with intercontinental 
range. The former would be permissible 
under the treaty, but not the latter. 

In short, the treaty, as it was de-
signed to do, prevents us from even de-
veloping let alone deploying a national 
missile defense system that exploits 
the most promising technologies. 

In conclusion, the ABM Treaty was 
signed in a vastly different strategic 
environment than exists today. It can 
hardly be said to have been a success 
during the cold war, the geopolitical 
context in which it was written. Today, 
it serves only to prevent us from ad-
dressing the post-cold war challenges 
that confront us from a number of 
other countries. A treaty that failed in 
a strictly bipolar structure to restrain 
nuclear weapons developments, it is 
even more ill-suited to the security en-
vironment of today’s multipolar world. 
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The President’s decision to withdraw 
the United States from its provisions 
should be commended. We cannot pred-
icate the defense of the American peo-
ple on a theory of deterrence that as-
sumes hostile regimes make decisions 
in the same manner as do we, and that 
leaves us vulnerable to a particular 
type of threat we know is on the hori-
zon. 

We have a fundamental responsi-
bility to the American public to defend 
it against all threats. The threat from 
the ballistic missile programs of for-
eign countries is real, and it can be ex-
pected to grow. We cannot address that 
threat within the confines of the ABM 
Treaty. The decision to move beyond it 
was the right decision, and I applaud 
President Bush’s leadership on this 
issue of tremendous importance to all 
Americans. 

As I said, he probably will be too 
modest to address this much in his 
State of the Union speech tomorrow 
evening, but I believe it to be one of 
the most important decisions he made 
last year, and its ramifications will be 
felt and be defined by greater security 
for the American people for decades to 
come. 

I commend him for that decision. 
Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The 

clerk will call the roll. 
The legislative clerk proceeded to 

call the roll. 
Mr. ALLARD. Mr. President, I ask 

unanimous consent the order for the 
quorum call be rescinded. 

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

f 

HOPE FOR CHILDREN ACT— 
Continued 

Mr. ALLARD. Mr. President, my un-
derstanding is that we are under reg-
ular business. 

The PRESIDING OFFICER. The Sen-
ator is correct. 

AMENDMENT NO. 2722 
Mr. ALLARD. Mr. President, I ask 

unanimous consent to lay aside the 
pending amendment and call up 
amendment No. 2722, which is the 
Allard-Hatch-Allen amendment. 

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

The clerk will report the amendment. 
The legislative clerk read as follows: 
The Senator from Colorado [Mr. ALLARD] 

for himself, Mr. HATCH, and Mr. ALLEN, pro-
poses an amendment numbered 2722 to the 
language proposed to be stricken by amend-
ment No. 2698. 

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

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

The amendment is as follows: 
(Purpose: To amend the Internal Revenue 

Code of 1986 to permanently extend the re-
search credit and to increase the rates of 
the alternative incremental credit) 
At the appropriate place, insert the fol-

lowing: 

SEC. ll. PERMANENT EXTENSION OF RESEARCH 
CREDIT; INCREASE IN RATES OF AL-
TERNATIVE INCREMENTAL CREDIT. 

(a) PERMANENT EXTENSION OF RESEARCH 
CREDIT.— 

(1) IN GENERAL.—Section 41 of the Internal 
Revenue Code of 1986 (relating to credit for 
increasing research activities) is amended by 
striking subsection (h). 

(2) CONFORMING AMENDMENT.—Paragraph 
(1) of section 45C(b) of such Code is amended 
by striking subparagraph (D). 

(3) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to 
amounts paid or incurred after the date of 
the enactment of this Act. 

(b) INCREASE IN RATES OF ALTERNATIVE IN-
CREMENTAL CREDIT.— 

(1) IN GENERAL.—Subparagraph (A) of sec-
tion 41(c)(4) of the Internal Revenue Code of 
1986 (relating to election of alternative in-
cremental credit) is amended— 

(A) by striking ‘‘2.65 percent’’ and insert-
ing ‘‘3 percent’’, 

(B) by striking ‘‘3.2 percent’’ and inserting 
‘‘4 percent’’, and 

(C) by striking ‘‘3.75 percent’’ and inserting 
‘‘5 percent’’. 

(2) EFFECTIVE DATE.—The amendments 
made by this subsection shall apply to tax-
able years ending after the date of the enact-
ment of this Act. 

Mr. ALLARD. Mr. President, I ask 
unanimous consent Senator WARNER be 
added as a cosponsor to the amend-
ment. 

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

Mr. ALLARD. Mr. President, I am 
pleased to rise today to offer an amend-
ment making the research and develop-
ment tax credit permanent. I express 
my gratitude to Senator HATCH, the 
distinguished ranking member of the 
Judiciary Committee. Senator HATCH 
has been working on this issue for 
years, and I am grateful for the oppor-
tunity to join him in this continuing 
effort on this essential piece of legisla-
tion. I also express my thanks to Sen-
ator GEORGE ALLEN who has distin-
guished himself as the chairman of the 
High Tech Task Force. 

I am pleased to serve with Senator 
ALLEN on the task force, and I look for-
ward to continuing to work with him 
as we address the many numerous tech-
nology issues that confront this Na-
tion. Both of our States take a very ac-
tive role in high tech. We have many 
businesses in both of our States—Vir-
ginia and Colorado—that rely on high 
tech in order to grow. 

As a member of the Senate High Tech 
Task Force, I have been fortunate to 
work with a number of my colleagues 
on an agenda that is both probusiness 
and proconsumer. We have focused on 
expanding the reach of Internet and 
broadband technologies, putting more 
computers in classrooms, more schools 
online dealing with cyber security 
issues in general relating to e-com-
merce, the spectrum, and intellectual 
property issues. None of these issues 
has the power to make as immediate 
an impact in the technology industry 
as a permanent extension of the re-
search and development tax credit. It 
is altogether appropriate that we in-
clude this language in any stimulus 
bill to pass out of the Senate. 

A study by Coopers & Lybrand in 1998 
showed that a permanent extension of 
the R&D tax credit would create nearly 
$58 billion in domestic economic 
growth through 2010. 

This is an astounding and immediate 
impact that affects virtually every 
American. Available solely for incre-
mental research activities in the 
United States and Puerto Rico, ap-
proximately 75 percent of the R&D tax 
credit dollars pay for salaries of em-
ployees associated with research and 
development. These are high-skilled, 
high-paying American jobs. 

In an ever expanding global market-
place, it is important that American 
companies be able to compete abroad. 
It is also important that multinational 
firms see the United States as a wel-
come laboratory for research and de-
velopment. 

Australia, Canada, Germany, Great 
Britain, and Japan all offer financial 
incentives to companies to perform re-
search and development within their 
borders which lowers the cost of R&D 
and gives companies both a competi-
tive advantage and an incentive to 
bring their resources and jobs to the 
marketplace where they can get the 
most bang for the buck. It is my hope 
that international research and devel-
opment investors will recognize that 
the United States is just such a place. 

The R&D tax credit provides an effec-
tive incentive for companies to create 
valuable, skilled jobs. This is not just 
theory. The research and development 
tax credit was originally enacted in 
1981 and has been extended 11 times. 

From 1995 through 1998, the innova-
tion and economic growth in informa-
tion technology alone was responsible 
for one-third of the real economic 
growth. Studies by the General Ac-
counting Office, the Bureau of Labor 
Statistics, and others have documented 
the impact the research and develop-
ment tax credit has on private research 
and development spending. One such 
study found that every dollar of tax 
benefit spurs an additional dollar in 
private research and development in-
vestment. This is to say nothing of the 
major economic benefits associated 
with increased productivity and effi-
ciency that new technologies and prod-
ucts bring. 

And the benefits don’t stop there. In-
vestment in research and development 
has generated countless products and 
technological advances affecting every 
facet of American life. 

In 1866, American farmers could ex-
pect to yield 11.6 bushels of wheat per 
acre. Then, about 34 years later, in 
1900, the expected yield was 12.2 bush-
els, climbing to 16.5 bushels per acre in 
1950. Today, thanks to advances in pes-
ticides and crop genetics, that yield 
can reach well over 43 bushels per acre. 

Medical patients today benefit from 
a variety of wonder drugs and medical 
devices previously unimaginable. The 
hardware, software, and fiber that 
makes the Internet run, even the Inter-
net itself, provide examples of what ag-
gressive research and development can 
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