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In 1938, almost 70 years ago, the U.S.
Supreme Court set forth, in what I be-
lieve is seminal language, a standard of
conduct that should govern the actions
and decisions of U.S. attorneys. In that
decision, the U.S. Supreme Court said
the following:

The United States Attorney is the rep-
resentative not of an ordinary party to a
controversy, but of a sovereignty
“‘but of a sovereignty’—
whose obligation to govern impartially is as
compelling as its obligation to govern at all;
and whose interest, therefore, in a criminal
prosecution is not that it shall win a case,
but that justice shall be done. As such, he is
in a peculiar and very definite sense the
servant of the law, the twofold aim of which
is that guilt shall not escape or innocence
suffer.

“guilt shall not escape or innocence
suffer.”

He may prosecute with earnestness and
vigor—indeed, he should do so. But, while he
may strike hard blows, he is not at liberty to
strike foul ones. It is as much his duty to re-
frain from improper methods calculated to
produce a wrongful conviction as it is to use
every legitimate means to bring about a just
one.

I believe these words the U.S. Su-
preme Court said in 1938 are equally as
applicable today; that is, we are a na-
tion of laws and we must understand
that no person is above or below the
law. If we are going to be a nation of
laws, we must make sure those individ-
uals in whom we repose the authority
to prosecute and to enforce the laws of
the United States do so in an appro-
priate way that meets the standards
that were set forth by the U.S. Su-
preme Court in 1938, and also which
meets the standards that are set forth
in the manual that governs the con-
duct of the U.S. attorneys. For many of
us who have watched what has hap-
pened in Iraq and other places around
the world, what we see is a failure of
nations to develop a rule of law. That
is what sets America apart from many
of these other countries that so strug-
gle to create a safe and secure society:
they do not have the rule of law which
is so important to us in this country.
Therefore, I believe the legislation I
will be introducing will make sure that
the Department of Justice and the U.S.
attorneys within the Department of
Justice are always in a position to up-
hold the rule of law for our Nation and
make sure that their ability and their
decisions are not compromised by any
political influence.

Mr. President, I yield the floor.

The PRESIDING OFFICER. Under
the previous order, the Senate will be
in recess until 2:15 p.m.

———

RECESS

There being no objection, the Senate,
at 12:45 p.m., recessed until 2:15 p.m.
and reassembled when called to order
by the Presiding Officer (Mr. CARPER).

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

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

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

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

CONGRESSIONAL BUDGET FOR
THE UNITED STATES GOVERN-
MENT FOR FISCAL YEAR 2008

The PRESIDING OFFICER. Under
the previous order, the Senate will pro-
ceed to the consideration of S. Con.
Res. 21.

The clerk will report the concurrent
resolution by title.

The assistant legislative clerk read
as follows:

A concurrent resolution (S. Con. Res. 21)
setting forth the congressional budget for
the United States Government for fiscal year
2008 and including the appropriate budgetary
levels for fiscal years 2007 and 2009 through
2012.

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

Mr. CONRAD. Mr. President, I ask
unanimous consent that during further
consideration of the concurrent budget
resolution today, the first 3 hours be
for debate only, the time equally di-
vided and controlled by the chairman
and the ranking minority member of
the Budget Committee, and that at the
end of that time, the majority leader
then be recognized.

The PRESIDING OFFICER. Is there
objection?

Mr. GREGG. Reserving the right to
object, is the majority leader being
recognized for purpose of an amend-
ment?

Mr. CONRAD. That is correct, Mr.
President.

Mr. GREGG. Mr. President, I make a
point of order a quorum is not present.

The PRESIDING OFFICER. The
clerk will call the roll.

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

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

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

Mr. CONRAD. Mr. President, I repeat
the unanimous consent request.

The PRESIDING OFFICER. Is there
objection?

The Chair hears none, and it is so or-
dered.

Mr. CONRAD. Mr. President, let me
begin, if I may, by thanking the rank-
ing member, Senator GREGG, for the
way in which he has conducted the
work of the committee on the minority
side and the fairness with which he has
conducted it when he was in the major-
ity. I wish to say to him that we will
endeavor to approach this in the same
way with him. There will not be sur-
prises. We will try to organize this in a
way that gives each side a fair oppor-
tunity to make their points and to
offer their amendments. I wish to again
thank Senator GREGG for his courtesy
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and professionalism throughout both
the times when he has been in the ma-
jority and the times he has been in the
minority.

Mr. President, the budget resolution
that has now passed the committee has
these key elements:

It restores fiscal responsibility by
balancing the budget by 2012, it reduces
spending as a share of gross domestic
product, it reduces debt as a share of
gross domestic product after 2009, and
it adopts new disciplines, spending
caps, and restores a strong pay-go rule.
At the same time, it meets the Na-
tion’s priorities by rejecting the Presi-
dent’s cuts in key areas and provides
increases for children’s health care, for
education, and for our Nation’s vet-
erans.

It also seeks to keep taxes low by
protecting middle-class taxpayers with
2 years of alternative minimum tax re-
lief, the old millionaire’s tax that has
rapidly become a middle-class tax trap.
It also includes a deficit-neutral re-
serve fund for new tax relief and exten-
sions of expiring tax provisions.

Our goal is to be fiscally responsible
but to do it in a way that keeps tax
rates low and addresses some of the
other things we have seen that have
been brought before the committee,
things that are serious problems. We
find abusive tax situations that have
grown up around the country. We see
the use of tax havens. We also see the
tax gap growing geometrically—the
difference between what is owed and
what is paid—and that is not fair to the
vast majority of American taxpayers
who pay what they owe.

So we try to keep taxes low, and we
include no assumption of a tax in-
crease.

We also try to prepare for the long
term by including a comparative effec-
tiveness fund to address rising health
care costs, looking at those procedures
and those disciplines and those tech-
nologies that work to hold down health
care costs in one part of the country
and to adopt them in other parts of the
country. We also adopt a new budget
point of order against long-term deficit
increases.

The budget resolution that came out
of the committee and which we bring
to the floor today starts with a $249 bil-
lion deficit and reduces it each and
every year. In fact, we almost balance
in 2011 under this proposal. We do
achieve balance in 2012 with $132 billion
to the plus side. One might say this is
a surplus. I always hesitate to use that
term because the only reason it is in
surplus is because of Social Security.
Nonetheless, in terms of the way defi-
cits are calculated and reported by the
press, there is a $132 billion positive
balance in 2012.

One of the most important things we
have to stop is the growth of the debt.
All the economists tell us the most im-
portant thing we have to do is to re-
verse the debt growing faster than the
size of the economy. I am proud to re-
port this budget does so. This shows
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the debt, gross debt of the United
States, as a share of gross domestic
product. You can see that after 2009,
each and every year we are bringing
down the debt in relationship to the
size of our economy. That is, by all ac-
counts, the single most important
thing we can do in terms of returning
fiscal responsibility.

In terms of a spending comparison,
the green line is the spending in the
budget resolution, the red line is the
President’s spending. You can see there
is a very close fit. We do spend more
money than is in the President’s budg-
et, but when you put it on a compari-
son basis and you look at 5 years in
which the United States will be spend-
ing just over $15 trillion, the difference
between our spending and the Presi-
dent’s is almost indecipherable.

As a share of gross domestic product,
our spending is going down. In 2008, we
will be at 20.5 percent of GDP. Each
and every year, spending as a share of
GDP will be going down, so that by 2012
we have spending at 18.8 percent of
gross domestic product.

The budget resolution has lower
spending as a percentage of gross do-
mestic product than the average during
the period of Republican control. From
2003 to 2007, the average spending in
Republican budget resolutions was 20.1
percent. Under our 5-year budget plan,
the average will be 19.7 percent, four-
tenths of 1 percentage point below
what the Republican spending was in
the years in which they controlled.

On the question of defense spending
and war spending, we have matched the
President dollar for dollar. The Presi-
dent has total defense spending, and we
are spending $2.9 trillion during this
period. We match that amount. We
have the same amount for defense and
the same amount for the war.

But there are other areas in which we
do better. Perhaps the signature pro-
posal of this budget is to fully fund
children’s health care, to say to every
child in America: You are valued, and
we want you to have health insurance.
We believe this is substantively right,
that this is a good investment. Our
children are the least expensive to
cover, and you have the biggest payoff
because you have an entire lifetime of
return if you are able to safeguard a
child’s health. So we have made a
major commitment—up to $50 billion
over the 5 years—to provide the oppor-
tunity to provide America’s children
with health coverage. The President
only had $2 billion for this purpose. He
couldn’t even cover those who have ex-
isting coverage. If there is one thing
that unites our caucus, it is a vision of
being able to extend health care cov-
erage to every child in America. Our
budget resolution will help make that
prospect a reality—if it is adopted.

This is from the Akron Beacon Jour-
nal in Ohio. Earlier this month, they
wrote:

The State Child Health Insurance Program
arguably is the best thing going for children
in families with annual incomes too high to
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be eligible for Medicaid but not high enough
for them to afford private health insurance
. . . Statehouses across the country consider
the SCHIP a winner. . . . At issue is Presi-
dent Bush’s budget plan changing aspects of
the funding and direction of the program,
forcing States to scale back or scratch up
more funds to keep their programs at cur-
rent levels. Why scramble something that is
working well?

We have asked that question. Why is
the President turning his back, in his
budget, on millions of American chil-
dren? Why is the President saying we
won’t even provide coverage to those
who already have it? Why isn’t cov-
erage being extended to the millions of
young people in this country who have
no health care coverage at all?

Another major area of priority in
this budget is for education. The Presi-
dent provides in his budget, for just the
fiscal year 2008—and I wish to empha-
size that the previous numbers I have
talked about were 5-year numbers. I
am now talking about just the year
2008. The President’s budget for edu-
cation is $56.2 billion. We are proposing
$62.3 billion. Why? Because we believe
education is an absolute priority. Edu-
cation is our future. Education is what
allows us to maintain a competitive
edge in this world. Education is what
gives children in America the chance
to make the most of their God-given
talent.

This is a year in which we reauthor-
ize the Higher Education Act. This is a
year in which we reauthorize No Child
Left Behind. This is the year in which
we have to put the funds up to keep the
promises that have been previously
made and, unfortunately, all too often
were broken. Our funding level meets
those needs in education and gives an
opportunity to improve things such as
the Perkins loan program, things such
as title I, No Child Left Behind, and
the other education programs that are
critical to America’s role and position
in the world.

A third area of priority after chil-
dren’s health care and education is our
Nation’s veterans. We have all read the
stories about what has gone on at Wal-
ter Reed. I do not think there is a
Member on either side of the aisle who
was not outraged to see what was hap-
pening to veterans. I think we all know
there are problems in our VA system as
well. We have increased the President’s
proposal for veterans health care from
the $39.6 billion he provided to $43.1 bil-
lion.

I am especially proud of this because
we have matched the independent
budget in every area but one. In fact,
we have either matched the inde-
pendent budget, which is the budget
put together by our veterans organiza-
tions themselves—this is what they
have told us is necessary, and we have
either matched them or exceeded them
in every category but one. The only
category in which we didn’t match or
exceed them was in an area in which
the Veterans’ Committee tells us they
couldn’t spend the money in 2008 if we
gave it to them.
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In medical care, the independent
budget called for $36.3 billion. We have
provided $36.9 billion. I might add, that
is at the recommendation of the Vet-
erans’ Committee.

The independent budget called for
$1.3 billion for information technology.
We have provided $1.6 billion—again at
the recommendation of the Veterans’
Committee—because they have ana-
lyzed the information technology sys-
tems in the VA and determined there
would be a significant advantage by
this additional expenditure. As you
know, the VA system is now developing
a world-class system, one that provides
information in real time on each pa-
tient’s condition. This makes a pro-
found difference in the medical treat-
ment to our Nation’s veterans.

On medical and prosthetic research,
the independent budget called for $480
million. We have provided $481 million.

On operating expenses, the inde-
pendent budget called for $2.23 billion.
We have matched that amount.

On construction—this is the only
area in which we did not match the
independent budget. They called for
$2.14 billion. We provided $960 million,
the amount the Veterans’ Committee
tells us could actually be efficiently
spent this year. If we were to provide
them more money, the Veterans’ Com-
mittee tells us that money could not be
effectively or efficiently deployed. I
don’t think any of us want to waste
money or to spend money that cannot
be efficiently or effectively employed.

Other priorities in the budget resolu-
tion include restoring the cuts to the
COPS Program. The President pro-
posed cutting the COPS Program,
which puts police on the street, by 94
percent. What sense does it make to
eliminate police on the street at a time
when crime is rising, at a time when
we face a continuing terrorist threat?
It makes no sense to this Senator, and
I don’t think it makes sense to most
Senators. I held a hearing on this in
Fargo, ND. I had the police chief there
and I had the sheriff of Cass County
there. They told me how important
this has been to my State. Over 250 po-
lice officers have been added to the
streets of North Dakota because of the
COPS Program. We should not be cut-
ting it, as the President proposed, by 94
percent. So we have restored that cut.

On heating assistance, the President
cuts the Low-Income Home Energy As-
sistance Program by almost 20 percent.
We have restored that cut.

Community Development, CDBG—I
think we all know how important com-
munity development block grant funds
are to this Nation’s mayors. If there is
one thing we have heard loud and clear,
it is that the President’s cut there
makes no sense.

Finally, with respect to transpor-
tation and Amtrak, we have funded
this at $1.78 billion that the committee
requested. The President had a deep
cut there, threatening transportation
service not only in the Northeast cor-
ridor but all across the country, in-
cluding my own State.
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With respect to revenues in the reso-
lution, I wanted to emphasize the fol-
lowing points:

The budget resolution protects mid-
dle-class taxpayers with 2 years of al-
ternative minimum tax relief, and that
is fully offset, it is paid for. What is the
alternative minimum tax? Remember,
years ago they found out that some
very wealthy people were paying no
taxes. It was a handful of people—as I
recall, in the hundreds—very-high-in-
come people who were paying no taxes.
So they put in place something called
the alternative minimum tax. It is an
alternative tax structure to try to
make certain that very wealthy indi-
viduals, high-income individuals, pay
something in terms of taxes.

Unfortunately, it was not appro-
priately adjusted for inflation. The re-
sult is more and more people are being
caught up in it. Last year, some 3.5
million people were affected by the al-
ternative minimum tax. If we fail to
act, there will be over 20 million people
caught up in the alternative minimum
tax this year. We have prevented that
from occurring, and we have prevented
it from occurring again the next year.

We also provide a deficit-neutral re-
serve fund for tax relief, including ex-
tension of expiring provisions, a def-
icit-neutral reserve fund that says you
can extend current tax cuts if you pay
for them.

Next, we provide for new measures to
close the tax gap, shut tax shelters,
and address the burgeoning growth of
offshore tax havens. I will have more to
say about those in just a minute.

We also called for fundamental tax
simplification and reform. We had tax
reform a number of years ago. Since
that time, we just keep adding com-
plexity, we just keep adding regula-
tions, and we just keep adding new and
more provisions that make the Tax
Code more and more complex.

I am a former tax commissioner. I
used to be the elected tax commis-
sioner of my own State. I couldn’t do
my own taxes today. I happen to have
a very good accounting firm back in
my hometown of Bismarck, ND, pre-
pare my taxes. Unfortunately, I think
that is true of most of us. That should
not be. Certainly, the vast majority of
people should be able to do their own
taxes. It should be far more simple
than we have allowed it to become, so
we think it is important to call for tax
simplification reform.

We also have no assumption—I wish
to emphasize this—no assumption of a
tax increase. We do not believe a tax
increase is necessary to achieve the
revenue levels we have outlined in this
resolution.

Let me show why we believe that is
the case. The red line is the President’s
revenue line. The green line is our rev-
enue line. There is a 3-percent dif-
ference. In other words, on the same
scoring basis, same projections by the
Congressional Budget Office, who are
the ones who evaluate these things, our
revenue line would produce 3 percent
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more revenue over the 5 years than the
President’s plan. Our plan would
produce some $15 trillion of revenue
over the b years; the President’s, 3 per-
cent less.

Seeing it another way, here is what
the President called for in his initial
budget. In his beneficial budget pro-
posal, the President said his plan would
raise $14.8 trillion over the 5 years. Our
plan, as I have indicated, raises $15 tril-
lion. That is a difference of 1.2 percent.
So our budget contains revenue over
and above what the President proposed
of 1.2 percent.

I know my colleague will jump up
and say: But that is OMB scoring, the
Office of Management and Budget scor-
ing for the President, and you are
using CBO scoring. That is true. But
what is also true is the President con-
trols the Office of Management and
Budget. That is his office. It is his of-
fice that said he was going to raise
$14.8 trillion over the 5 years. I am con-
strained to use Congressional Budget
Office scoring. The Congressional
Budget Office said our proposal would
raise $15 trillion. So that is a difference
of 1.2 percent. We think that can be
achieved by going after the tax gap, by
going after these tax havens, by going
after these egregious tax abuses I will
get into in a minute.

AMT relief. I indicated that over 3
million people were affected in 2006. In
2007, there will be over 20 million—in
fact, it is 23.2 million.

In 2008 it would be 25.7 million if we
failed to act. This budget resolution
will prevent that explosion of people
being subject to the alternative min-
imum tax, the middle-class tax trap.

This is what the head of the General
Accounting Office said, General Walker
said in August of 2006: If we are looking
into the future and face the facts, we
will see that our problem is not just on
the spending side and entitlements, it
is also on the revenue side.

General Walker is telling the truth.
Here is what happens if we extend all of
the President’s tax cuts without pay-
ing for them. If we extend all of the
President’s tax cuts without paying for
them, debt as a share of the economy
will reach over 200 percent. Debt as
measured by the gross domestic prod-
uct of the economy will reach over 200
percent in coming years.

The red part of this bar is the addi-
tional debt if tax cuts are extended
without offsets, without paying for
them. The green part of this bar is
what happens to the debt if tax cuts ex-
pire or are offset, are paid for. That is
an important fact to keep in mind. We
simply cannot extend all of the tax
cuts without paying for them, without
pushing this country right over the
cliff into massive debt.

I want to talk a minute about the tax
gap because I have indicated we believe
we could get this additional revenue—
remember our revenue is 1.2 percent
more than what the President said his
budget would raise. How do we get it?
Well, one of the first places we ought
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to look is the tax gap. The tax gap is
the difference between what is owed
and what is paid.

The Internal Revenue Service tells us
for 2001 the tax gap was $345 billion for
that 1 year alone. That is based on an
estimate of the tax gap back in 2001.
Surely the tax gap has grown signifi-
cantly since that time.

I believe this was a conservative esti-
mate to begin with in terms of what
the tax gap was in 2001, $345 billion for
that year alone. Again, this is the
amount of money that is owed under
the current Tax Code but not paid. If
we could eliminate this tax gap, we
would eliminate the budget deficit. The
budget deficit would be gone.

All of us know we cannot collect it
all. All of us know we cannot collect it
all. But over this 5-year period, the tax
gap is probably in the range of $2 to
$2% trillion. If we just collected 15 per-
cent of it—15 percent—that would be
over $300 billion. That alone would
come close to meeting the revenue
needs under our budget resolution.

But we don’t just look to the tax gap,
even though that is important, and
even though the National Taxpayer Ad-
vocate finds the tax gap is adding more
than $2,000 to the average household’s
tax bill in this country.

This is what the Taxpayer Advocate
said this year: Compliant taxpayers
pay a great deal of money each year to
subsidize noncompliance by others.
Each household was effectively as-
sessed an average tax of about $2,680 to
subsidize noncompliance in 2001.

That is not a burden we should ex-
pect our Nation’s taxpayers to bear.
What an outrage. What an outrage. The
vast majority of us who pay what we
owe are getting stuck with the bill
from those who do not. Those individ-
uals, those corporations that do not
pay what they legitimately owe under
the current Tax Code, an amount back
in 2001 that was $345 billion in 1 year
alone, that has now grown substan-
tially—I am certain—since then.

Some are saying, well, we cannot col-
lect most of it. Why not? I used to be
a tax commissioner. We went after it
aggressively, and we collected tens of
millions of dollars on that tax gap in
the little State of North Dakota. We
can do it. If we could do it there, we
certainly can do it here in the Nation’s
Capital. If we can go after big corpora-
tions in North Dakota, from the cap-
ital in Bismark, ND, with the power of
the Federal Government, we can go
after these companies and these indi-
viduals who are abusing and avoiding
what they legitimately owe. I don’t
buy that we can’t. I don’t buy it.

It is not just the tax gap, the dif-
ference between what is owed and what
is paid, it is also the explosion of tax
havens. This is a building in the Cay-
man Islands, a five-story building that
is the home to 12,748 companies. Let
me repeat that. This modest building
in the Cayman Islands, a five-story
building, is the legal home of 12,748
companies. They say they are doing
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business out of that building. Really?
They are doing business out of that
building?

They are not doing business out of
that building. They are doing monkey
business out of that building. What
they are doing is avoiding taxes in the
United States and other jurisdictions.
That is what they are doing.

When I was tax commissioner, I went
after a company doing business in
North Dakota. I found them engaged in
one of these tax dodges in one of those
tax haven countries. They wound up
sending us big chunks of money be-
cause they were hiding their profits in
these tax haven countries. We should
go after them.

We went on the Internet to find out
what we could find there. We punched
in ‘‘offshore tax planning.” Offshore
tax planning, that is the euphemism
used by these tax haven countries. You
know how many hits you will get on
the Internet? You will get 1,260,000 hits
on the Internet, 1,260,000. What do they
talk about? They talk about offshore
tax planning, basic techniques of inter-
national tax planning.

International tax planning. What
they are really talking about, what
you find when you go to the individual
Web pages—because tax planning, that
is the euphemism. What they are really
engaged in is tax avoidance, tax eva-
sion. That is what is really going on.

Here is my favorite: Live tax free and
worldwide on a luxury yacht. Moving
offshore and living tax free just got
easier. You bet it got easier. You trans-
fer your money to one of these offshore
tax haven accounts, and they say very
clearly: Do not worry about paying
taxes any time in the future. We will
shield you from it because we do not
have taxes that apply to earnings in
these offshore accounts, and we will
not report back to your home country
that you have stuck your money here
and are earning big chunks of change
on it and owe taxes on it. We will help
you shield that from your Government.

It says in one of these: Your money
belongs to you, and that means it be-
longs offshore. That means it belongs
offshore because you put it offshore,
and it will be tax free.

That is not fair to all of the rest of us
who pay the taxes we owe. This is from
USA Today, a story from September of
last year: ‘“Offshore Tax Havens Ag-
gressively Targeting U.S. Taxpayers.”’

This is the quote from the
UofMoney.com:

“I am going to show you how to protect
your money and all you own so nobody, not
even the Government, can get at it,” says
University of Money dot-com.

Well it does not end there. This is,
again, from USA Today, that same
story, ‘‘Offshore Tax Havens Aggres-
sively Targeting U.S. Taxpayers.”

“Once your assets have been transferred to
the offshore entity they are safe,” says
website Carib-offshore.com. ‘“You cannot be
taxed on them.”

Now, what could be more clear? This
is a giant tax dodge. It is growing. It is
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a cancer on the vast majority of people
and companies that pay what they owe.

How big is this? Well, this is from the
State Homeland Security and Govern-
mental Affairs Permanent Sub-
committee on Investigations. That is a
committee of ours. That is a com-
mittee of the Congress of the United
States from February of this year: Ex-
perts have estimated that the total
loss to the Treasury from offshore tax
evasion alone—this is not the tax gap,
this is tax evasion—approaches $100 bil-
lion a year, including $40 to $70 billion
from individuals, another $30 billion
from corporations engaging in offshore
tax evasion. Abusive tax shelters add
tens of billions of dollars more.

If we got a chunk of this money and
a chunk of the tax gap money, the two
of those, if we got 15 percent of those,
we would meet the revenue require-
ment in the budget resolution before
the body.

Now, some will say, well, that is im-
possible to do. I do not believe it. I do
not believe that is impossible to do. I
was a tax commissioner. I know what
can be done if we put the effort into it,
if we put the resources into it. We can
make enormous progress. Will we ever
get it all? No. Obviously, no. We are
not going to get it all. But can we get
some fraction of it? Goodness knows,
this country, if it puts its mind to it,
can make significant progress.

One hundred billion dollars a year in
these offshore tax havens—this is ac-
cording to the Senate Homeland Secu-
rity and Governmental Affairs Perma-
nent Subcommittee on Investigations.
They say tens of billions more in abu-
sive tax shelters. What kind of tax
shelters are they talking about?

Here is the kind of tax shelter they
are talking about. Here is the Dort-
mund, Germany, subway system. What
has that got to do with U.S. taxes?
Well, as it turns out, it has got a lot to
do with U.S. taxes because wealthy
U.S. investors bought the Dortmund
subway system from Dortmund, Ger-
many. They went out and bought it.
You know what they did? They depre-
ciated it on their books for U.S. tax
purposes to lower their U.S. taxes, then
they leased it back to Dortmund, Ger-
many, to continue to run their own
subway system.

Now, that is a ripoff, I think. What
are we doing? We are allowing people
to depreciate and reduce their U.S.
taxes by buying the Dortmund subway
system over in Germany, a system that
was paid for by German taxpayers, and
then to lease it back to Dortmund,
Germany, to run. Are we really going
to let this kind of thing go on?

It does not stop there. Here is the
city hall in Gelsenkirchen. Wealthy in-
vestors in the United States bought
that, too, depreciated that on their
books in the United States for tax pur-
poses, then leased it back to
Gelsenkirchen for their city hall.

Shame on us for allowing this kind of
thing to go on. It does not end here.
Here is a European sewer system. This
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is my favorite rate of all. European
sewer system, wealthy investors in the
United States bought it and depre-
ciated that on their books to reduce
their U.S. taxes and leased the sewer
system back to the European city that
built it in the first place. Come on.
Come on. How are we allowing this to
go on?

And we cannot get 1 percent more
revenue than the President does in his
budget? I don’t believe it. Close down
this tax gap, tax havens, these offshore
tax havens. Go after these Kkinds of
scams.

It does not end there. Closing loop-
holes and abusive tax shelters are not
tax increases. Some are going to come
out here and say, well, you have got
more revenue, it is a tax increase. Is it
a tax increase to close these loopholes,
to close these abusive tax shelters? I do
not think so. I am not alone in that.
The former chairman, Republican
chairman of the Senate Finance Com-
mittee, said this last year: Just in the
period of time since 2001, our com-
mittee has raised $200 billion in reve-
nues by shutting down tax shelters, by
closing inversions and other abusive
tax schemes.

Now, in the year 2004 alone, the Fi-
nance Committee fully offset a $137 bil-
lion tax bill at no expense to the Amer-
ican taxpayers—$137 billion in 1 year.

Hallelujah. If we do that each of the
5 years of our budget, we would more
than meet the revenue called for with
no tax increase.

The budget resolution also addresses
some of our long-term fiscal chal-
lenges. We provide $15 billion in Medi-
care savings. We have program integ-
rity initiatives to crack down on
waste, fraud, and abuse. I will talk
more about that in a minute.

We have new mandatory spending
and tax cuts that must be paid for
under pay-go. We have a long-term def-
icit increase point of order. We save
Social Security first with an amend-
ment that was adopted in committee.

We have a health information tech-
nology reserve fund the RAND Cor-
poration says could save hundreds of
billions of dollars a year if imple-
mented, and we have a comparative ef-
fectiveness reserve fund to look at
those changes we could make in health
care to dramatically improve the cost
effectiveness of our system.

We all know what is driving our
budget challenges. Right at the heart
of it is health care. Rising health care
costs are driving Medicare cost growth.
If we look to the years ahead, the red
part of this chart is what health costs
are doing to raise the cost of Medicare.
The green is the effect of demo-
graphics. The green is the change of
the numbers of people in the baby
boom generation. The red is the in-
crease in projected health cost. That is
where we have to focus like a laser.
That is what this budget resolution
does. We have this comparative effec-
tiveness reserve fund that will jump-
start an effort to bring down health
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care costs. It provides a new initiative
to provide research on effectiveness of
different treatments, medical devices,
and of drugs so we can identify those
things that work where we make an in-
vestment and it is paying off.

The Secretary of Health and Human
Services, Secretary Leavitt, said this
in February of this year in testimony
he provided:

It’s evident that there is substantial fraud
going on in the Medicare program and we
need to be able to have the resources to root
it out, to prosecute it, to make certain that
it stops. . . . [I]t’s a desperate need, we have
to have more resources for enforcement.

This budget resolution gives the Sec-
retary the resources he has asked for
to go after fraud in Medicare and Med-
icaid. This chart shows what he is talk-
ing about. Because this is part of an
ongoing investigation, I can’t reveal on
the Senate floor where this site is. It is
an office building. All these areas blot-
ted out in white are businesses in a
building with front operations, scam
operations. They are operations that
are billing Medicare on average about
$1.5 million a year, but they are not
providing any services. This is the kind
of thing that is going on all across the
country. Unfortunately, there are cer-
tain parts of the country where it is
more prevalent.

The Secretary told the committee
there are hundreds of these operations
in one State alone, billing Medicare
typically $1.5 million a year. He would
g0 to the doors of each of these oper-
ations in the middle of a workday, and
nothing is going on. Nobody is there.
Yet they are billing, billing, billing,
billing Medicare for fraudulent devices.
This is the kind of scam we have to
shut down.

In this budget resolution, we provide
important budget enforcement tools as
well: discretionary caps for 2007 and
2008; we restore a strong pay-go rule.
Pay-go simply says if you want new
tax cuts, you have to pay for them. If
you want new mandatory spending, you
have to pay for it. We also have a point
of order against long-term deficit in-
creases, and we allow reconciliation for
deficit reduction only. Reconciliation
is a big word, a fancy word for special
procedures around here that go outside
the normal way business is done. It is
a fast-track procedure. The only reason
it was provided for is to reduce deficits.
In recent years it has been hijacked
and used to increase deficits. That
stands the whole process on its head.
We now return reconciliation for the
purpose it was intended, to be used to
reduce deficits only.

That is a brief summation. Maybe
not so brief. I took my colleague’s
breath away with that ‘‘brief” ref-
erence. That is a relatively brief sum-
mation of what is in this budget resolu-
tion.

I yield the floor.

The PRESIDING OFFICER (Ms.
KLOBUCHAR). The Senator from New
Hampshire.

Mr. GREGG. Madam President, I ap-
preciate the Senator’s brief expla-
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nation of his budget. I look forward to
the longer version. We always appre-
ciate his charts, which are well done. I
congratulate staff.

Let me start by thanking him and
his staff for their courtesy. It has been
professional, cordial, and very enjoy-
able to work with him and his staff on
trying to pull this together in a way
that is fair, honest, and everybody gets
their 2 cents in. Obviously, there are
philosophical differences here, but I
greatly admire the chairman’s commit-
ment to governing fairly and making
sure that everybody has a good chance
of getting their points across. I admire
his ability and his effectiveness as
chairman of the committee. I enjoy
working with him.

There is a lot to talk about. It is hard
to know where to start. I may not be as
brief as my colleague, in fact, because
there is so much to talk about, al-
though I usually try to be terse and
concise.

Let’s begin with where we are which
is we are now functioning under eco-
nomic policies put in place by Presi-
dent Bush and the Republican Congress
that have produced extraordinary re-
sults for the American people. We came
out of the 20th century, unfortunately,
with the biggest bubble in the history
of the world bursting, the Internet bub-
ble of the late 1990s, followed by the at-
tack of 9/11 which threw our economy
into a tailspin. Those two events com-
bined should have thrown us into a se-
vere recession or depression. We did
have a recession, but it was nowhere
nearly as severe as it might have been.
Obviously, we didn’t have a depression.

The reason primarily was because in
the early 2000 period, President Bush,
with the support of this Republican
Congress, put in place policies which
created an atmosphere for economic re-
covery even in the face of those two
devastating events, the bursting of the
largest bubble in our history, the Inter-
net bubble—bigger than the tulip bub-
ble, the South Seas bubble—followed,
of course, by 9/11, which was an ex-
traordinarily devastating event for all
of us. As a result of the policies put in
place, the economy has now expanded
for 21 straight months. Employment is
up 7.6 million jobs. That is people with
real jobs, which, of course, is the es-
sence of economic recovery and quality
of life. A good job is the essence of a
good quality of life. The unemploy-
ment rate is lower than it has histori-
cally been in most recoveries, which is
positive news.

The economic growth has propelled
dramatic increases in revenues. I will
return to this in more depth in a few
minutes.

We have seen in the last 3 years the
most significant increase in Federal
revenues in the history of the country
over a 3-year period. We now have reve-
nues above their historic norm. His-
torically, they have been about 18.2
percent of gross national product. Now
they are about 18.5 percent. During this
recovery, real wages have jumped as
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compared with President Clinton’s pe-
riod, which was a good time economi-
cally, and we have had real wage
growth that has been more significant
than during that period.

To get back to the revenue issue, as
a result of the tax cuts put in place by
this administration and the Congress,
we have seen a dramatic increase in
revenues. That is because we have
come to a point in our society eco-
nomically where we put in place a tax
law that is fair. We are saying to the
American people: Go out and be an en-
trepreneur. Take a risk, be a market-
place-oriented person, create jobs. If
you are willing to do that, we are going
to tax you at a fair return on your in-
vestment. We have, as a result, dra-
matically increased revenues so that
they are above the historic norm. We
have seen the single most significant
jump in revenues in our history over
the last 3 years, and this chart shows
that. So we have as a government actu-
ally seen a huge inflow of revenues.

What is the effect of that? The effect
is the deficit has dropped dramatically.
It was estimated to be about $500 bil-
lion about a year and a half, 2 years
ago. It is now going to be below $250
billion, and it is headed down. In fact,
over the next 5 years, using a CBO
baseline, the deficit will continue to go
down until we are into surplus and, as
a practical matter, under the CBO
baseline we reach surplus in late 2011,
early 2012. I have said on a number of
occasions, it is even humpty-dumpty in
the next 5 years to reach surplus.
Given what is happening with the reve-
nues of the Federal Government, we
are simply in a good time for revenues.
Why? Because we are in a good time
economically from the standpoint of an
expanding economy, creation of jobs
and, as a result, the creation of rev-
enue.

It is important to remember that if
you have a tax law that says to the
American people, go out and invest and
take a risk, they will do it. That is the
exciting part about our economy.
Americans are entrepreneurial by na-
ture. They love to take risks, if they
know they can get a return on that
risk, because that is the nature of the
American people. They will create jobs
as a result. When we put in place a
dividends rate and a capital gains rate
which essentially said: If you want to
expand, you want to take a risk, we are
going to give you a chance to do it, and
you get a reasonable return on your
dollars, they have done it. Human na-
ture has produced these huge revenue
explosions.

It is also human nature to say to
someone: We are going to tax you at
such a rate that you are not going to
have much incentive to go out and in-
vest because the Government is going
to take too much money out of your
pocket, so why should you go out and
put your sweat equity into trying to
build a little business, a restaurant or
maybe a small software company or
something such as that? Why should
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you do that if the Government is going
to take so much of your income that it
doesn’t make any sense? So you don’t
make that type of an adjustment in
your lifestyle.

We have created an economy and a
tax atmosphere where people know
they are going to be taxed fairly—not
undertaxed, taxed fairly. As a result,
we have seen huge increases in rev-
enue. In fact, because we have created
such a fair tax climate, today the top
20 percent of American income tax pay-
ers pay a higher percentage of Amer-
ican taxes to the Federal Government
than they did during the Clinton years.

Let me explain this another way.
During the Clinton years, if you were
in the top 20 percent of the income
brackets, you paid less in taxes as a
percent of the total Federal burden
than you do today, if you are in that
top 20 percent. So basically high-in-
come people are today paying 85 per-
cent in Federal income tax. At the
same time the bottom 40 percent of
Americans who have income tax obli-
gations actually don’t pay a lot of in-
come tax. They actually get money
back through something called the
earned income tax credit. They are get-
ting back twice as much, almost twice
as much under the system today as
they got back under the Clinton period.

So we have the highest income peo-
ple—those top 20 percent of the Amer-
ican people paying income taxes—pay-
ing 85 percent. We have the lowest in-
come people—the bottom 40 percent—
getting about twice as much back as
they did under the Clinton years.

What does that mean? We actually
have—under this new tax law that was
put in place which is generating all
this revenue, 21 months of economic
expansion, 7.5 million jobs, and all
sorts of revenue for the Federal Gov-
ernment—we actually have a more pro-
gressive tax system than during the
Clinton years. In other words, high-in-
come people are paying more, low-in-
come people are paying less and get-
ting more back. That is progressivity,
and that is the way it ought to be.

So in light of this situation, where
we have seen a dramatic expansion in
the economy, a dramatic expansion in
Federal revenues, a big increase in jobs
for Americans, and a situation where
we have a more progressive tax system,
what does the Democratic budget sug-
gest?

Well, it suggests putting in place a
set of policies which goes in exactly
the opposite direction of the policies
that got us to this point. The Demo-
cratic budget, as proposed, will in-
crease taxes, or revenues, by approxi-
mately $916 billion, it will increase
nondefense discretionary spending by
approximately $140 billion, it will in-
crease the debt by $2.2 trillion, and it
does nothing in the area of mandatory
savings. I will talk about all four of
these areas individually.

I also will mention some of the
things it leaves out. It has left out
long-term entitlement reform. It has
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left out long-term AMT relief. Funding
for the ongoing costs of the war beyond
2009 is left out. It has left out fixing
the physicians payment and unex-
pected emergency funding, and its
spending and taxes in 24 different re-
serve funds. We will get into more spe-
cifics on this issue.

On the spending side of the ledger,
this budget increases nondefense dis-
cretionary spending by $146 billion, ap-
proximately—$18 billion next year. Re-
member, that is not in a vacuum. That
is on top of the budget the President
sent up here that would increase spend-
ing by almost $50 billion next year. So
you are seeing a dramatic expansion in
spending.

At the same time, there is virtually
no reduction in the amount of spending
which is occurring in nondefense enti-
tlement spending, in entitlement
spending, or in nondefense discre-
tionary spending. The chairman of the
committee said: We need to be tough
on spending. But in his budget, there
are no spending cuts—none. He said we
would need more revenues, so in his
budget he put in $900 billion more of
revenue.

What you have is a budget that dra-
matically expands revenue but does not
do anything to constrain spending. As
a result, what you are going to get is a
very significant increase in the debt of
the Federal Government. It is going to
be up by $2.2 trillion after this Demo-
cratic budget has gone forward.

The wall of debt, which we have seen
many times on this floor from the
chairman of the Budget Committee, is
going to grow and get higher and be
more difficult for our children to bear
and get over.

In addition, the budget, as proposed
by the Democratic membership, will
significantly use Social Security funds
for the operation of the Government.
Over $1 trillion of Social Security
funds will be used to operate the Fed-
eral Government. Now, that is not un-
usual. I admit to that. Historically, So-
cial Security funds have been used to
operate the Federal Government. But
in the past we have heard from the
other side of the aisle it is not right to
do that. Well, if it was not right for us
to do that when we were in the major-
ity, why is it right for the Democratic
side of the aisle to do that when they
are in the majority, which is what they
do.

In addition to building the wall of
debt, they are also building the wall of
spending. There are all sorts of expan-
sions of programs in this budget. In
fact, as I listened to the chairman’s
opening remarks, what I heard most—
maybe because my ears are attuned to
it; but I also think the majority of the
time was spent on two things—one was
new spending programs. He listed
them—one after another after another
after another. We have to spend more
money here, more money on agri-
culture, more money on SCHIP, more
money on LIHEAP, more money on
CDBG, more money on transportation,
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and more money on the COPS Pro-
gram.

My goodness gracious, the COPS Pro-
gram was put forward by President
Clinton back in, I think, 1995. He said
it was going to be a 3-year program. At
the end of 3 years it was going to go
away, if we funded 100,000 cops on the
street. That was the program. Well, we
funded 100,000 cops. Then we funded
10,000 more. So we ended up funding
110,000 cops.

Three years went by and the program
did not go away. It is still there. It is
like every other Federal program. They
do not go away. They stay on, as has
this one, even though that program
was specifically designed to go away.
But we see it as a high priority for new
spending in this budget. So it is spend-
ing upon spending upon spending—$146
billion in new spending in nondefense
discretionary spending. That is a big
number. It compounds. It is not as
though it is not a big number to begin
with. But when you get out past 5
years, that number becomes the base
that everything grows off of, and it
gets bigger and bigger and bigger. It is
not as though it is a one-time event.

The COPS Program is a good exam-
ple. It was supposed to go away. It
stayed around. It is compounding—got
to add to it, got to add to it, got to add
to it. In the end, who pays? Well, it
goes back to that wall of debt. The $2.2
trillion of new debt that is being put
into this system by this bill goes to our
children. That is a bill directly to our
children. We need to address the fact
that this budget, as proposed by our
colleagues on the other side of the
aisle, is going to do nothing to give our
children the opportunity to have a de-
cent lifestyle, to have the lifestyle our
generation has had. In fact, it is going
to aggravate their ability to afford the
Government they are going to be hand-
ed because it is going to give them all
this new spending, and then it is going
to hit them with mandatory spending.

We know if we do not address the
mandatory spending accounts in this
Government, we are going to bankrupt
this country. We are going to send this
country into a fiscal spiral, and our
children are essentially going to be
handed a country which they cannot
afford. We know that. Why do we know
that? Well, because the chairman has
been good enough and, appropriately,
has held probably 10 or 15 hearings on
this specific point. Every major wit-
ness we have had—all the leaders, from
the Chairman of the Fed, to the Comp-
troller General—all of the major wit-
nesses have said the same thing: We
are headed toward a fiscal meltdown as
a nation because of a demographic
tidal wave that is headed toward us.
The baby boom generation is going to
retire. It is going to double the number
of recipients who will get Medicare,
Medicaid, and Social Security. As a re-
sult, our children are going to be over-
whelmed.

This chart shows it so appropriately,
the three programs: Medicare, Social
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Security, and Medicaid. The spending
on those programs is going to exceed
what has been spent by the Federal
Government historically, which is
about 20 percent of gross national prod-
uct. That is shown by the black line on
the chart. It is going to exceed that
number by about the year 2025, 2028.
Then, it keeps going up. So as a very
practical matter, in about a decade and
a half from now, it is going to be im-
possible for the Federal Government to
function because three programs will
be absorbing all the money the Federal
Government traditionally spends. The
practical effect of that will be our chil-
dren will basically have to be taxed
into obscurity in order to support this.
That, unfortunately, is what is going
to happen unless we address this issue.

The total unfunded liability of our
Federal Government is about $67 tril-
lion over the next 75 years. Mr. Presi-
dent, $67 trillion—try to put that num-
ber into concept. I do not know what $1
trillion is. Try to think of what that
means: $67 trillion.

Well, to try to put it into some con-
text—it is still unconscionable; it is
such a huge number—if you take all
the taxes paid in the United States
since the beginning of our Government,
we have paid in about $42 trillion. So
the unfunded liability—most of which
is due to Medicare, some of which is
due to Social Security—exceeds the
total taxes paid to the Federal Govern-
ment since the beginning of our coun-
try.

To put it another way: If you take all
of the mnet worth of America—
everybody’s car, everybody’s house, all
your stocks, all your businesses—and
roll it into a ball, that adds up to about
$66 trillion. We actually have on the
books today a liability that we do not
know how we are going to pay for,
which exceeds—exceeds—the total
worth of America. Yet this budget,
which we are presented today, does
nothing about that. Even though we
had hearing after hearing to talk about
the need to address entitlements and
the spending on entitlements, it does
nothing about it.

It is not as though nothing can be
done. We will hear from the other side
of the aisle, well, we need to do a glob-
al settlement—and I have joined with
the Senator from North Dakota to try
to accomplish that—that we cannot do
anything until we do a global settle-
ment. That is a good idea, and that is
the way it should be done, but we have
to get started, folks. We have to get
started. This budget was the oppor-
tunity to start.

In fact, the President sent us up an
idea—two ideas, basically, which would
have accomplished very significant
savings in the entitlement area. His
proposals would have saved $8 trillion
of the $24 trillion now unfunded in the
Medicare fund or essentially 25 percent
of the Medicare fund. Twenty-five to
thirty percent of the Medicare fund in-
solvency would have been addressed.
How did he do it? He did not affect
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beneficiaries with his proposals. They
were very reasonable proposals.

Essentially, the way he did it was to
set up two proposals. One would have
calculated correctly the reimburse-
ment cost to provider groups, not
counting doctors. The other would
have required that very high-income
seniors, people making over $160,000 on
their joint returns, would have to pay a
higher percentage of the cost of their
Part D premium and their Part B pre-
mium. So 95 percent of the seniors
would not have been affected at all by
the proposals he sent up here. Remem-
ber, these proposals would have re-
duced the insolvency of the Medicare
trust fund by $8 trillion or by about 30
percent.

This type of proposal should have
been taken up. It should have been
agreed to. There should not be any de-
bate about it. Why, for example, should
a person—a mother, maybe a single
mother working at a restaurant, who
has to pay taxes—why should she be
supporting the premium which is being
used to support the drug benefit for a
retired senior who has an income of
over $160,000 filing a joint return?

Let’s take, for example, a retired
Senator. Why should somebody who is
working on a production line or in a
restaurant or in a gas station—why
should their general taxes have to be
used to support a retired Senator’s
Part D premium for drugs? Because the
retired Senator is probably going to be
making more than $160,000 jointly or
$80,000 individually. It makes no sense.

Just by effecting this one change,
you could have dramatically reduced
the liability of the trust fund and made
our Government more affordable to our
children so our children would be able
to send their kids to school and not
have this huge tax burden. This is an-
other example of that.

But, essentially, this budget, as pre-
sented, totally ignores the entitlement
storm that is coming—the Medicare
storm, the Social Security storm, and
the Medicaid storm. It is a failure in
policy and a failure in leadership. It is
especially unfortunate because when
you put it in the context of the fact
that this budget significantly increases
taxes, taking—we will get into that in
a few minutes—the tax burden of the
American people from 18.5 percent of
gross national product up to 20 percent
of gross national product, instead of
using those revenues for the purposes
of maybe trying to resolve this long-
term crisis which is so significant that
it truly will cause an economic melt-
down—instead of doing that, these tax
increases are frittered away. They are
frittered away. They are spent. They
are used to adjust this program or that
program, whereas, they should have
been used, if they were going to be
done at all—which they should not be
at this time—to at least address the li-
ability of the Medicare trust fund. But
they didn’t. It didn’t occur.

So when the Democratic chairman
says: ‘I have said I am prepared to get
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savings out of long-term entitlement
programs,’”’ I wish he had done that. In-
stead of that happening in this budget,
there is absolutely no savings that
would improve the trust fund situa-
tion. There is a $15 billion savings, but
that is used to pay for a $560 billion ex-
pansion of the SCHIP program, so it is
actually a net loser to the tune of $35
billion.

The practical implications of this
budget—the practical situation, to
clarify, because it is fairly complex, is
that by increasing spending by $146 bil-
lion and then increasing revenues by
$900 billion and then increasing the
debt by $2.2 trillion and doing nothing
on the entitlement side of the ledger,
this budget essentially creates almost
what you could call a perfect storm of
tax and spend. It is overwhelming, the
practical implications of where this is
going to go, because of the four prior-
ities as they are set out and the way
they have been dealt with. Missed op-
portunities on the entitlement side,
dramatic expansion of revenues on the
revenue side, nondefense discretionary
spending increases to $146 billion. On
the revenue side—on the big red
chart—this bill essentially says the
revenues increase is going to be about
$900 billion.

To put this fairly, if you were to look
at the President’s budget and compare
it to this, the President’s budget would
be about $400 billion or $450 billion.
That basically involves the AMT. So
what essentially is being proposed is a
$450 billion to $500 billion increase in
taxes over what the President might
have suggested, or did suggest, which is
a half trillion dollars.

The chairman likes to call this 3 per-
cent. We are just 3 percent above the
President. He has these two graphs
that go together. You remember when
you were in junior high school and you
did graphs. If you compress the num-
bers enough, you make everything go
together. It is all mushed together.
That is what he has done.

Three percent is real money, folks.
Even though the graphs go like this,
they are all crushed together on his
chart. Three percent is a half trillion
dollars. A half trillion dollars, that is a
lot of money in new taxes. In fact, that
represents the single largest tax in-
crease in the history of the country.
This budget reflects that. We don’t
know where it is coming from because
we have this representation from the
majority leader that it is not going to
come from increasing the rates. Well,
that is hard to understand because he
has claimed he is going to get it from
the tax gap, and then he has claimed he
is going to get it from closing loop-
holes.

We had testimony before the com-
mittee from the head of the IRS. The
Commissioner of the IRS said he might
get another $30 billion to $40 billion at
most over b years—and I am giving him
the benefit of the doubt—out of the tax
gap. He was close to $20 billion, actu-
ally. Regarding closing the loopholes,
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we have had a lot of people around here
chasing loopholes for a long time. Ev-
erybody has loopholes they chase all
around this place. It is sort of like one
of those games when you take your
kids to Chuck E. Cheese’s and they
have those things with the big heads
that pop up and you hit them with the
club. Everybody is chasing loopholes
all over this place, but they don’t ap-
pear to get them very often. When they
do get them, they don’t generate a half
trillion dollars. It might generate $5
billion or $4 billion. That is a lot of
money, but it is not a half trillion dol-
lars.

A half trillion dollars is real money.
Where do you get it? You raise rates.
This budget is a stocking horse for rate
increases. There is no question about
it. In fact, all you have to do is read
the fine print. In the fine print, there
are four—not one, not two, not three,
but four new—because I count their
pay-go proposal as new—four new—and
tax-go proposal—four new points of
order against tax rates increasing over
their present—tax rates being allowed
to stay at their present rate.

Let me restate that because I obvi-
ously mixed up the sentence. There are
four new points of order against the
ability to keep tax rates where they
are today.

My colleagues, remember when we
started this discussion, we talked
about all the good news we were get-
ting as a result of having a tax system
that was finally fair and where people
were willing to go out and take a risk
and invest and create jobs: 7.4 million
new jobs, 21 months of expansion, best
revenues we have ever had in the his-
tory of this country. That is going to
go by the board because you are going
to have to jump the first hurdle, the
second hurdle, the third hurdle, and
then the fourth hurdle with very ag-
gressive points of order which will re-
quire 60 votes before we are going to be
able to maintain those tax rates.

This budget, which increases taxes by
$900 billion, which, as a result, has to
be focused on driving those tax rates
up because there is no place else you
can get the money, is a clear attack on
things like the capital gains rate, the
dividends rate, the death tax rate, and
rates in general, plus all the other ex-
tensions, whether they are helping kids
or not. The practical effect of this is
what you have to worry about.

We are on a path under this budget to
become France. That is where we are
headed, a tax level which is essentially
a French tax level. The American peo-
ple aren’t going to want to work very
hard. Well, the French people don’t
want to work very hard. I shouldn’t say
that. Maybe they do, they just don’t
act like they do.

As a result, we are going to find that
our Nation’s productivity drops pre-
cipitously because we are raising our
taxes. Under this proposal taxes will go
up to 20 percent of gross national prod-
uct.

Remember that chart I showed you.
You probably don’t remember it, but I
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will remind you of it. Historically, the
tax rate has been about 18.2 percent of
gross national product. Today we are
at 18.5 percent of gross national prod-
uct, so we are actually bringing in a lot
more than the historical level. This
budget assumes—assumes that we are
going to go to 20 percent of gross na-
tional product in taxes. That is a dra-
matic expansion in the size of the gov-
ernment.

What do we get? Well, we get more
asparagus growing. We get more COPS
Programs, more CDBG, more ag payoff.
We are not getting something sub-
stantive that is going to, in the long
term, straighten out our biggest issue,
which is entitlement reform for this
dramatic expansion in revenues. What
we are getting is more government,
more government. It doesn’t make a
whole lot of sense.

In fact, not only do we have a wall of
debt, which the chairman has often
mentioned to us, we now have a wall of
taxes. You can see how, under the
chairman’s budget, the tax wall goes
up and up and up. The problem with
this wall is that when people try to
climb over it, they run out of energy
after a while and they stop climbing.
Productivity drops, people who are
willing to take risks stop, jobs dry up,
and people come to the conclusion that
maybe it is not worth working all this
hard because they are going to send all
the money to the Government in Wash-
ington, and they are not all that con-
fident the Government in Washington
spends their money all that well.

Now, the chairman—and I just have
to respond to this one because the
chairman keeps holding up this chart
that says—first, he had the 3 percent
chart which mushed the lines, but then
he has the chart which says, well, our
taxes are about the same as the Presi-
dent’s taxes.

What he fails to mention is—well, he
did mention it actually, but what he
fails to point out is that he uses one
scoring mechanism and the President
uses another scoring mechanism. He
uses apples and the President uses or-
anges. So that chart is a little mis-
leading.

So I decided to do it apples to apples
and oranges to oranges. When you com-
pare the scoring mechanisms equally,
you end up with the fact that, my
goodness, $934 billion in new taxes
under the Democratic proposal, apples
to apples, that is CBO. That is the
number that I think even the chairman
of the committee will acknowledge is
how much new revenue he is raising,
and under the OMB scoring it would be
$600 billion of new taxes. Dramatic in-
creases. Dramatic increases in tax rev-
enues, with the implications, of course,
with all of these new budget points of
order and all—and the failure to be
able to—even out of this building in—
where is it—the Cayman Islands or
Panama or someplace, this one little
building, no matter how he squeezes
that building down and crushes it into
dust, he cannot get $439 billion out of
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it. He might get $30 billion out of it,
but that still leaves him $400 billion to
go, or depending on the other scoring,
$5670 billion. The only place you can go
with this type of money is the Amer-
ican taxpayer. We are not talking
about the rich. We are talking about
Americans trying to make a living,
small businesspeople running a small
business.

Most people who live off dividends
actually are senior citizens. Senior
citizens will be hit heavily by this tax
increase. Capital gains—that is where
people take risks, and they are not
going to change their asset mix any-
more and, as a result, it will dry up.
This is a huge tax increase budget.

So to summarize, although I hate to
do that because I haven’t taken nearly
enough time, the Democratic budget
raises taxes by $900 billion, raises
spending on the nondefense discre-
tionary side by $146 billion, and most
acutely, in my opinion, although the
tax number is obviously daunting, the
most acute failure of this budget is
that it passes all this debt on to our
children and then further burdens them
by not doing anything of any signifi-
cance to address the coming tsunami,
which is the entitlement costs which
the baby boom generation is going to
force on to our kids, making our Gov-
ernment unaffordable for our children.

So I have reservations about this
budget. As we go forward, I imagine
there will be amendments to reflect
those reservations.

At this time, I would like to yield to
our leader for 10 minutes, if that is all
right with the chairman.

Mr. CONRAD addressed the Chair.

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

Mr. CONRAD. Madam President, I
would like to respond, and then I will
be happy to yield to the leader.

The Senator has used one of the most
entertaining presentations I have seen
in a long time. I want to give special
praise to his staff for his wonderful new
charts. I assume that the creative ge-
nius behind these charts was the Sen-
ator himself.

Mr. GREGG. No, you cannot assume
that.

Mr. CONRAD. Let me say I have en-
joyed this. It has tremendous enter-
tainment value. There is not a whole
lot of factual value but a lot of enter-
tainment value.

Let me say this. The hard reality is
regarding the Senator’s chart com-
paring apples and oranges. The problem
with that chart is it is not to scale. It
is not to scale. If you do a scale of what
the President called for in revenue and
what I have called for in revenue, here
is what it is to scale. The President
said his budget would produce $14.8
trillion of revenue; mine, $15 trillion.
That is a difference of 1.2 percent. I
don’t think civilization is going to
cease to exist because we get 1 percent
more revenue than the President called
for.

How do we say we should get it? We
say we should go out and close down
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the tax gap. That is over $300 billion a
year—a year—going after the tax ha-
vens, these outrageous scams that are
going on that another committee of
Congress says is costing $100 billion a
year. Then these other egregious tax
loopholes where companies and
wealthy individuals are buying sewer
systems from Europe and using them
to reduce their taxes in the United
States and then leasing them back to
the Europeans.

Now, on this whole question of tax
increases, the Senator, to his credit,
was square with people about this be-
cause when he says I have a $900 billion
tax increase, the fact is, the President,
in a similar analysis, has a $484 billion
tax increase because the President has
$328 billion of AMT increase, $104 bil-
lion of tax extenders, and $52 billion in
this health tax proposal. So the dif-
ference between us—both have revenue
increases. Both do. The difference in
revenue is $439 billion.

As I have indicated, the President
called for $14.8 trillion in his budget,
and we have $15 trillion in mine, a dif-
ference of 1 percent.

The Senator also talked about debt,
and he talked about our wall of debt.
He didn’t mention anything about the
President’s wall of debt, and he left
that out because the President’s budg-
et—by the way, our colleague here on
the other side has no budget. The only
budget from the other side is the Presi-
dent’s budget, and the President’s
budget has $250 billion more debt than
our proposal. So when my colleague
criticizes our proposal on building
debt, you didn’t hear him mention a
word about the proposal from the
President. The only budget we have
from the other side has $250 billion
more debt than in our proposal.

Here is the wall of debt, not only
looking forward but looking to the pre-
vious years that their side has built up.
The reason, for example, that we still
have Social Security funds being used
is because our friends on the other side
have dug a mighty deep hole. We are on
a ladder scrambling to get out, but we
are still stuck in a hole they dug, and
here is the hole they dug. When they
came in, at the end of the President’s
first year, there was $5.8 trillion in
debt. At the end of this year, there is
going to be $9 trillion in debt. This is
the hole they dug. They controlled the
Senate and the House and the White
House, yet they put us in this deep
chasm of debt. Under the President’s
proposal, as I have indicated, they
would add even more debt—even more
debt—taking us to over $12 trillion by
2012.

One of the results of this, because in-
creasingly this debt is being financed
from abroad, is that it took 42 Presi-
dents 224 years to run up $1 trillion of
our debt held abroad. This President
has more than doubled that amount in
6 years. One President, in 6 years, has
more than doubled foreign holdings of
our debt, a debt which took 42 Presi-
dents 224 years to run up.
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On the question of Social Security
and who is taking Social Security
money, the President’s budget is the
only budget from their side of the aisle,
because our colleagues have no budget.
They have presented no budget. They
have presented no alternative. The
only alternative budget we have from
their side is the President’s budget. So
if we want to talk about Social Secu-
rity money, their budget uses $1.16 tril-
lion of Social Security money, which is
$130 million more than does ours.

So I would ask my colleagues: Where
is your budget? Where is your budget?
You think we should use less. Where is
your budget? The only budget you have
is the budget of the President, and it
uses more Social Security money, it
runs up more debt, and also has mas-
sive, or at least large, capped increases
associated with it.

So I am a little concerned that the
other side hasn’t produced any budget
other than the President’s budget.

When our colleague talks about this
big spending increase, there is no big
spending increase. It is indecipherable,
the difference. It is indecipherable, the
difference. On a $15 trillion base, yes,
we spend $150 billion more over 5 years.
Where does it go? Where does it go? It
goes to education, it goes to children’s
health, and it goes to our Nation’s vet-
erans and their health care.

It has been a failure of the other side
of the aisle to take care of our Nation’s
veterans’ health care. It has created
the scandal that is now here in this
town, the Walter Reed scandal. It was
a failure on their watch. It was a fail-
ure to care for our veterans. We are not
going to accept that. We are not going
to allow it. So, yes, it requires more
money; and, yes, it requires more
money for education; and, yes, it re-
quires more money if we are going to
provide health insurance for the chil-
dren of this country.

The Senator also said that under the
President’s watch, the tax cuts have
been very progressive. No, they have
not. They have not been progressive.
The top 1 percent have income of more
than $418,000 a year. They have gotten
71 percent of the benefits of the tax
cuts passed by this administration.
That is progressive? This is how con-
fused our colleagues have become on
the other side, that they think it is
progressive when those earning over
$400,000 a year get 71 percent of the
benefit.

Here is what the average tax cut for
a millionaire is in 2006. Those earning
over $1 million a year, under their tax
plan, got a $118,000 tax cut, on average.
They received a $118,000 tax cut, and
those earning less than $100,000 got
$692. They say that is more progres-
sive? I mean, that is true denial. That
is true denial. Those earning over $1
million a year got an average of
$118,000 in tax cuts under their plan,
and those earning less than $100,000 got
$692, and they say that is more progres-
sive. That stands logic and truth on its
head.
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The drop in the tax rate is the larg-
est for the high-income taxpayers.
Those who are in the top 1 percent got
a drop of 3% percentage points in their
rates. Those in the bottom 20 percent
got three-tenths of 1 percent. That is
progressive? I don’t think so. That is
not the definition of ‘‘progressive’ 1
learned in school.

Now, he talked about job creation
under the Bush administration and he
talked about 4.9 million jobs being cre-
ated. Yes, that is true. In the first 73
months, 4.9 million jobs were created.
Let me compare that to the Clinton ad-
ministration. In the first 73 months of
the Clinton administration, 18 million
jobs were created. That is over three
times as many.

The Senator also held up a chart
talking about job creation. Let me
make this point. We have gone back to
the nine recoveries since World War II,
nine major recoveries, and compared
this one to those. Here is what we find.
This recovery is running 6.7 million
private sector jobs short of the average
of all of the other recoveries since
World War II. This is a success? I don’t
think so.

It is not just on jobs, it is also on
business investment. In business in-
vestment, this recovery compared to
the nine previous recoveries since
World War II, business investment is
lagging in this recovery by 68 percent.

What about the median household in-
come under this administration? It has
declined. From 2000 to 2005, real median
income in constant dollars declined by
almost $1,300. Maybe that is why people
are working more and earning less.
Maybe that is why in the latest News-
week poll two-thirds of the American
people say the economy is not doing
well. Two-thirds of the American peo-
ple say the economy is not doing well.

If we look at the question of recov-
eries, the Senator held up another
chart talking about how well recov-
eries have done and revenues have done
in this recovery. Well, again, if we
compare it to previous recoveries, in
this recovery we are running $127 bil-
lion short of the average of the nine
previous recoveries since World War II.
Something is very wrong.

On the Senator’s revenue chart, he
didn’t show you the first 4 years of this
administration. He only showed you
the most recent years. Why didn’t he
show you all the years? Why did he just
show you some of the years? Well, 1
think here is the reason. It gives a very
different conclusion than the one he
drew.

When you show all the years, what
you see is we have not gotten back to
the revenue base we had back in 2000
until 2006. It has taken us 6 years to
get back to the revenue base we had
back in 2000. He didn’t want to show
you that. He doesn’t want to show you
that, after the big tax cuts in 2001, the
revenue base went down. It went down
again the next year and stayed down
the next year and the next year. Only
in 2006 did we get back to the revenue
base we had 6 years ago.
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Maybe that is the reason the debt has
exploded under their watch. The defi-
cits grew dramatically under their
watch. Increasingly, we are in hock to
foreign governments and foreign enti-
ties and foreign investors, and our
budget says we have to stop it. We have
to balance the budget and, yes, we have
to look to the longer term.

My own belief is, and I think vir-
tually everyone in this town Kknows
this, the only way we are going to deal
with the nagging long-term fiscal
shortfalls is with bipartisan agree-
ment, one between Republicans and
Democrats, one in which both of us
come to the table and compromise.
That is what Senator GREGG and I have
proposed, a working group, eight
Democrats, eight Republicans, with the
responsibility to come up with a plan
to deal with these long-term fiscal im-
balances. My own belief is that is the
only way that will happen.

I thank the Chair, and I yield the
floor.

Mr. McCONNELL. Madam President,
I always look forward to budget week
every year because this debate illus-
trates the differences between the two
parties like no other debate we have in
the course of the year. Our budget de-
bate is led by one of our most, if not
our most skillful debater and budget
expert, Senator GREGG, and I know he
will want to respond once again to the
observations of our good friend from
North Dakota, the chairman of the
committee.

Republicans got their first look at
the Democratic budget last week. We
have been pouring over the details for
the last few days, and at this point I
can safely say this: If anyone is search-
ing for a political document that re-
flects the triumph of rhetoric over re-
ality, look no further.

For years, Republicans have politely
stood by and listened as Democrats lec-
tured us about the rich—the richest 1
percent is the favorite phrase—while
casting themselves as the party of the
working class. We have heard from
brave Democratic candidates and
newly elected Members who tell us we
favor the country club set and the
CEOs. Many would like to paint us into
a modern day Thomas Nast cartoon,
chomping cigars and taking care of
businessmen at the working man’s ex-
pense. It is a caricature that has al-
ways been wrong and that has persisted
so long it has certainly been a nui-
sance.

Americans usually know better. They
look at their paychecks and they ask
themselves that simple question: Am I
better off now than I was 4 years ago?
The answer, for most Americans, is
clear: Republican economic policies
have lifted tens of millions of working
families into the middle class over the
last two decades and sparked a general
wave of prosperity that few of us could
ever have imagined. Americans know
it, and so do our colleagues on the
other side of the aisle, which is why
the budget they are proposing is so dis-
turbing.
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Rhetorically, our colleagues on the
other side of the aisle have been care-
ful to embrace an appealing script:
Keep taxes low, reform entitlements,
and control spending. But the rhetoric
always meets reality right here in the
budget, and this time the collision be-
tween the two is straight out of the
movie ‘300, playing right now.

Let’s start with the rhetoric. A few
months ago, in November, the senior
Senator from Delaware was asked
whether Democrats planned to raise
taxes. Here is what he said: ‘“Well, the
answer is that they will not do that—
they won’t raise taxes on working and
middle class [Americans].”

That was the senior Senator from
Delaware on November 5. His Demo-
cratic colleagues have stuck to the
same script. In early November, voters
in Missouri asked the now junior Sen-
ator from that State whether Repub-
licans were right to say that she and
other Democrats would raise taxes if
they took back the majority. ‘“There’s
nothing to that allegation,” she said.
“We’re going to cut taxes for the mid-
dle class.”

Then there was the now junior Sen-
ator from Virginia, who recently laid
out a case against Republican eco-
nomic policies in a Jacksonian-tinged
response to the President’s State of the
Union Address. Talking to the Roanoke
Times on November 6, he too denied
the Democrats would raise taxes on the
middle class. He said he would not
“raise taxes for wage-earning people.”
He would put more burdens on corpora-
tions instead, he said.

Well, someone on the Budget Com-
mittee isn’t conferring with the new
Members because the budget the Demo-
crats handed down last week not only
contradicts the stated intentions of
these new Senators, its passage would
represent, as Senator GREGG has point-
ed out, the greatest tax hike in U.S.
history by far, four times greater, in
fact, than any previous tax hike. Four
times greater.

The last time we saw a tax hike even
remotely this big was in the Demo-
cratic-controlled Congress back in 1993,
and we know what happened the fol-
lowing year. Voter anger over those
hikes put Republicans in charge of
both Chambers for the first time since
1954. President Clinton himself would
lay those electoral losses squarely at
the feet of the 1993 tax hike. Speaking
later to a group of donors, President
Clinton said, “I’ll tell you the whole
story about that tax hike. Probably
there are people in this room who are
still mad at me at that budget because
you think I raised your taxes too
much. It might surprise you to know
that I think I raised them too much
t00.”

That was President Clinton speaking
about his tax hike in 1993.

If President Clinton thought that tax
hike was too much, he would choke on
this one. The tax hike the new major-
ity party sent down last week is four
times bigger than one that he said was
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too big for Americans—and, ulti-
mately, him—to stomach.

How can the Democrats possibly
think the American people will stom-
ach this one?

Do they think Americans are ready
to see all the economic gains of the
last b years washed away by a budget
that reinstates every tax we have low-
ered or repealed over that period?

If this budget passes, those cuts are
gone. Extinct. Dead.

And their reimposition would cost
working men and women and retirees
dearly—nearly $1 trillion over the next
5 years, by our count.

Everyone will take a hit. Despite the
Democratic refrain that the tax cuts
we enacted in 2001, 2003, and 2005 favor
the richest 1 percent, the truth is, the
wealthiest Americans continue to pay
the lion’s share of taxes.

Under the Democrat budget, they
would see their share increase even
more—disincentivizing the kind of cor-
porate and individual investment that
has driven the economic boom of the
last several years.

But the wealthiest taxpayers can ab-
sorb a hit. They are not the ones this
budget hurts the most. That is what is
most astonishing about this budget:
Working families will take it on the
chin.

How? Let me count the ways.

Under the Democrat’s budget, 45 mil-
lion working families with two chil-
dren will see their taxes increase by
nearly $3,000 annually.

The child tax credit is cut in half—to
$600, piling one more worry onto the
shoulders of parents, not to mention
parents-to-be. We should be encour-
aging and supporting young, growing
families in this country, not penalizing
them.

Newlyweds are robbed of a measure
of their happiness, with the budget cut-
ting the standard deduction for mar-
ried couples by $1,700.

Far from shifting the burden onto
the wealthy, the Democrat’s budget
would drive up the taxes of an average
family of four by more than 130 per-
cent—more than doubling their taxes.

Single parent households would take
a hit too. By letting the 2001 and 2003
tax cuts expire in 2010, single-parent
families would see their taxes rise by
nearly 70 percent.

Senior citizens get hit big.

Again: Despite Democratic grum-
bling that only the richest 1 percent of
Americans benefit from the tax cuts we
passed in 2001 and 2003, seniors were a
major beneficiary of the capital gains
and dividend tax relief. More than half
of all seniors today claim income from
dividends, and one-third claim income
from capital gains.

That’s right, this proposed hike will
hit more than half of all seniors.

The expansion of the market over the
last 2 decades hasn’t just benefited the
few. It has helped millions of hard-
working Americans retire earlier than
they could have dreamed of a genera-
tion earlier. Democrats see the wealth
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that more than 15 million American
seniors accumulated over that period,
and they want a piece of it.

In a sort of perverse politics of inclu-
sion, business owners and executives,
middle-class families of four, strug-
gling single-parent households, and
millions of seniors—everyone gets
slammed by this budget.

Call it fair but cruel.

This budget represents a tax hike
four times greater than the previous
record, and Republicans cannot support
it. We said at the beginning of the ses-
sion we would not support tax hikes.
We certainly will not support what
amounts to the biggest one in Amer-
ican history.

Worse still, the Democrats don’t even
plan to put their $916 billion in new
revenue to good use. They don’t take
back working Americans’ tax relief to
pay down the debt or lower the def-
icit—they want it so they can continue
to raise spending to unprecedented lev-
els.

Let’s take a 1ook at some of the num-
bers.

This budget increases annual spend-
ing on federal programs over the Presi-
dent’s 2008-2012 requests by nearly $150
billion.

It spends more than $1 trillion of the
Social Security surplus, increases gross
debt by more than $2 trillion between
20082011, increases the deficit by $440
billion, and it completely ignores the
urgent need to address entitlement re-
form—this, despite the fact that the
new Democratic chairman of the budg-
et committee stated flat out on na-
tional television just 2 weeks ago, and
I quote, that ‘“We need to reform the
entitlement programs.”

Add it all up and you’ve got the clas-
sic stereotype of the Party of Tax and
Spend. Only, this time, it is on a level
the likes of which we have never seen
before. It is hyperbole, really.

Republicans made a pledge to fight
tax increases and to rein in spending,
and we intend to stick by it. With this
budget, the Democrats have guaran-
teed quite a fight.

I yield the floor.

The PRESIDING OFFICER (Mr.
WEBB). The Senator from North Da-
kota.

Mr. CONRAD. Mr. President, let me
indicate we do not want to let people’s
imaginations run wild here. Let me
just make this flatout statement: We
have no proposed tax increase in this
budget resolution.

The Senator from Michigan is to be
recognized for 20 minutes?

The PRESIDING OFFICER. The Sen-
ator from Michigan.

Ms. STABENOW. Mr. President, first
of all, I thank the distinguished chair-
man of the Budget Committee for his
outstanding work and his commitment
day in and day out to putting together
a new direction for the country in this
budget and meeting our fiscal respon-
sibilities, and thanks to his staff for
their hard work as well. Also, to our
ranking member, the former chairman,
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we disagree in approach, but I have
great respect for him and his staff and
the way in which they conduct busi-
ness and their professionalism.

Before talking about why this is a
good budget resolution, let me start
out by, in fact, disagreeing with the
distinguished Senator from New Hamp-
shire. He says everything is going great
all across the country, everything is
going great. But just last week, in the
newspaper here, the Washington Post,
we had a story about a national survey
showing a soaring number of home-
owners failed to make their mortgage
payments. The number of foreclosures
of all homes jumped to its highest level
in nearly four decades, according to the
survey by the Mortgage Bankers Asso-
ciation. The highest level in nearly
four decades? Is that because people
just don’t want to pay their mortgage?
Of course it is not. It is because the av-
erage people—middle-class families,
people working hard every single day—
are not feeling the benefits of what the
distinguished Senator was talking
about.

It is true that you can show num-
bers—stock market up 58 percent, real
GDP up 32 percent, real corporate prof-
its up 36 percent. But the median
household income—the majority of
Americans working hard every single
day, who care about their families and
are trying to make a better life for
themselves, have seen their incomes go
down—in fact, $1,2563 over a 5-year pe-
riod, from 2000 to 2005.

Why? First of all, we have lost 3 mil-
lion manufacturing jobs in America
under this President and during the
previous Congress—3 million manufac-
turing jobs. What does that mean?
Good-paying jobs, good wages, pen-
sions, health care benefits, a chance at
the future, the hope of sending your
children to college—good-paying jobs, 3
million of them lost. I have a list here
of just some of those in manufacturing:
computer and electronics manufac-
turing, 543,900 jobs, good-paying jobs,
people who have a very different view
than what was presented earlier about
how great it is right now economically
in America. Vehicle parts, machinery,
fabricated metal products and primary
metals, and right on down, transpor-
tation equipment, furniture products,
textile mills—43 percent drop in tex-
tiles—leather products, right on down
through chemicals.

The reality is too many people in
this country, the majority of people in
this country, have not benefited from
the rosy picture we have heard about
and we are going to continue to hear
about on this floor. Why? Because they
have not been the priority under this
administration and the previous Con-
gress. They have not been the priority.

The good news about this budget is
that in this budget, they are the pri-
ority. We are in a new direction
through this budget. We are, in fact,
returning to fiscal discipline. Yes, we
value paying the bills. No more borrow
and spend, borrow and spend, over and
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over again, borrowing, adding up
mounds of debt. We are putting us back
on the road to fiscal discipline, and we
are putting middle-class families first.
That is the value base for this budget.
That is what we are looking at in the
big picture.

In fact, the budget is our value state-
ment. It is about our values and our
priorities. It reflects who we are as a
country and allows us to shape who we
want to be in the decades ahead. This
budget is about making sure everybody
has a chance to make it. Folks working
hard every single day want to know
that they are going to see their lives
improve, not just some numbers for
some people.

Last November, the American people
sent a clear signal that they were un-
happy with the way this Government
was doing business. They chose new
leadership for America. They wanted a
new direction, a direction that builds
on our common values and places a
premium on putting our middle-class
families first.

We have already made great strides
in delivering on those promises and the
potential of last year’s election. The
Senate has passed an increase in the
minimum wage for folks working hard
every day, working not one but maybe
two or three jobs, probably without
health insurance, trying to make ends
meet for their families. We finally en-
gaged in an open, important, a critical
debate on the war in Iraq, and we have
taken concrete steps to implement the
recommendations of the 9/11 Commis-
sion to make our families and our com-
munities safer.

But in many ways, this budget de-
bate, the budget in front of us, is our
first big test about who we are and
what are our priorities. We are faced
with a very simple question: Will we
bend to business as usual and deliver a
budget that fails, again, to live up to
the mandate the country has asked of
us or will we do what the American
people have charged us to do—deliver a
budget that reflects middle-class val-
ues and works for American businesses,
farmers, workers, and families? That is
what our budget resolution does.

It will not be easy. We have inherited
a fiscal mess, quite honestly. We have
tough choices to make. I love seeing
that the wall of debt, the wall that was
actually created by the distinguished
Budget chairman talking about where
we have come from in the last 6 years—
I remember in the Budget Committee
when we had the largest surplus in the
history of the country, over $5.6 tril-
lion. We at that time, the Democrats,
indicated in the Budget Committee
that we wanted to see a third of that go
to tax cuts, a third of it to investments
and opportunity and science and the
future—education and health care—and
a third to prefund the liability on So-
cial Security. We wouldn’t be where we
are in the Social Security debate if we
had done that back in 2001. But that is
not what happened. Virtually all of it
was put into supply-side economics,
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tax cuts for the wealthiest Americans,
and then we went into a war that has
not been paid for, et cetera. So we are
in a hole. We are in a huge hole.

One of the things we always talk
about is: If you are in a hole and you
want to get out, the first thing is to
stop digging. This budget stops digging
the hole and puts us on a path of fiscal
responsibility. Just like every family
in America, the Government has the
responsibility to balance its check-
book, and we are committed to putting
us in that direction and getting that
job done.

We are committed to a return to fis-
cal discipline and putting a stop to the
bad habits of the last 6 years of writing
checks the Government cannot cash.
Under our budget resolution, we begin
to chip away at the problem imme-
diately with the target of 2012, 5 years
from now, for completely erasing the
Federal deficit.

We know we can do that. It is simply
a matter of prioritizing and not spend-
ing money we do not have. I was proud
to be part of a Congress that balanced
the budget in 1997, working across
party lines, to keep spending in check.
It was not easy. But we understood the
long-term health of the American
economy and the long-term well being
of our middle-class families and our
businesses were dependent on making
tough choices.

The irresponsible fiscal policies of
this administration have gutted our
record surpluses and driven us into
record deficits. Thank goodness we are
beginning now to come out. But it has
hurt our families, it has hurt our busi-
nesses, and it has put our way of life at
risk. We are committed to stopping
that.

Second, as we put our fiscal house in
order, we need to focus on the prior-
ities that matter to American families,
and that is what this budget does. I
should mention in talking about that,
when we hear about all this spending
being talked about, only 17 percent of
all the so-called domestic discretionary
spending, the money we have the abil-
ity to make decisions about, in terms
of science and health care and edu-
cation and environment, public safety,
and so on, that the discretionary part
of the budget is 17 percent of the whole
budget—17 percent. It is invested in the
quality of life and the future for the
families of this country. Those are crit-
ical investments.

What are we suggesting? Well this
budget, in fact, focuses on what mat-
ters to middle-class families the most.
First, people want to know we are
going to be investing in education and
opportunity in the future for them-
selves and their children. We commit
to health care for every child. We com-
mit to making sure every child who
does not have health insurance is able
to get health insurance, so that fami-
lies who go to bed tonight don’t worry
about what is going to happen—and
pray to God, please do not let the kids
get sick tonight—they will know there
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is health care available to them.
Frankly, it needs to be step one to
make health care available to every
American.

Third, we keep our promises to our
veterans. This ought to be a given.
This budget resolution guarantees
that. We provide middle-class tax cuts.
We are all for tax cuts; it is about time
the middle class got some. That is
what this budget resolution does. We
restore key investments in law enforce-
ment, health care, technology, pro-
tecting our environment. Key invest-
ments the President has tried to cut,
we have put back and restored those.

Let me speak for a moment about
education. Everyone understands the
world economy is changing. Our in-
creased reliance on technology and the
growing competition in the global mar-
ketplace means that today, more than
ever, we need to be investing in the
best education system possible for our
children. We all say that. We all talk
about education.

We had a wonderful hearing this
morning in the Finance Committee on
education. This budget actually does
more than talk about it; it takes crit-
ical investments and places them as a
top priority for us because we know
this is the only way we are going to be
able to have our businesses competitive
and create real financial opportunities
for working-class America.

In real-world terms, that means in-
vesting more in education and focusing
more on innovation. Education policy
is economic policy. We understand
that. Creating opportunity for every-
one who works hard to make it is what
America is all about. It is one of the
pillars, the foundations of our economy
and a huge focus for our families and a
huge focus in this budget.

Unfortunately, what did the Presi-
dent do when it came to education last
year? Well, he and the Republican Con-
gress, back in Christmas of 2005, cut $12
billion out of student loans. Then the
President came back in 2006 with the
largest proposed cut in the history of
education. Our children deserve better.
This budget resolution reflects our
commitment to education. Under our
budget proposal, we invest $6.1 billion
more in education funding than the
President’s proposal for 2008.

Let me speak for a moment about
health care. This is a major priority in
this budget. I believe health care
should be a right, not a privilege, in
this country. We need to be about the
job of changing the way we finance it
in total and getting it off the back of
business. Your ability to remain
healthy should not be tied to your em-
ployment status or depending upon
where you were born or what kind of
family you were born into.

In America, we can do better than we
are doing, and this budget moves us in
the right direction. We spend more on
health care, per capita, than any other
Western Nation. Yet we have nearly 50
million people with no health insur-
ance. There is something wrong with

S3319

this picture. We intend to fix it. Ameri-
cans who do not have regular access to
health care also put a strain on our
system economically, produce less for
society, while at the same time sad-
dling business with the skyrocketing
cost of employee health care is making
it more and more difficult for our man-
ufacturers and our other businesses to
compete globally.

This is an economic issue as well as
a quality of life issue. Our budget pro-
posal, this budget resolution, begins to
tackle this issue where common sense
dictates we should start—America’s
children. Our children have no choice
when it comes to access to health care.
They also represent the segment of our
population that will reap the most
long-term benefits in the introduction
of regular, reliable, affordable access to
health care.

Programs that exist, namely SCHIP
for children, already exist, and it cov-
ers millions of American children who
do not have insurance otherwise. But
this needs to be expanded, and we need
to create a priority to say that every
child without insurance should have
access to this program.

The President’s budget designated
only $2 billion for children’s health
care, for SCHIP, $2 billion. To say that
this will not get the job done is an un-
derstatement. That is why our budget
has designated $50 billion, 25 times
more than that over 5 years, to fully
fund health care for children in Amer-
ica.

Now I might say as an aside because
that is a lot of money, we are talking
about $10 billion a year to make sure
every child in America has access to
health care, $10 billion. That is about
what we are spending in 1 month in
Irag—1 month in Iraq. We can take 1
month in Iraqg for American children.
That is what the budget does. It is time
to get beyond talking about how chil-
dren are our future. It is time to walk
the walk.

That is what this budget does. Amer-
icans also want us to keep our prom-
ises to our veterans. The revelation
about conditions at Walter Reed Army
Hospital over the past few weeks have
brought into focus the concerns that
many of us in this Chamber have been
voicing about the treatment of Amer-
ica’s veterans over the past few years.
No group of individuals, no group, de-
serve our respect, support and admira-
tion as Americans more than those
who selflessly and voluntarily choose
to wear the Nation’s uniform.

They put their lives on the line for us
every day, and all they ask in return is
that when they come home from the
battlefield, their Nation, our country,
keeps its promises to them, including
providing the health care they need
and deserve. It is not enough to make
statements on Veterans Day or remove
military leadership when problems
arise. It does not get any simpler than
this: If the money is not in the budget
then our veterans do not get what they
need and deserve.
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Now we are not talking about the
type of issues that have reared their
ugly head at Walter Reed, we are also
talking about systematic issues that
touch America’s veterans in all our 50
States. Inadequate access to doctors
and the facilities, extremely long drive
times for care, which frequently hap-
pens in my State of Michigan, patient
backlogs that would make you cringe,
our budget addresses what we believe
are the shortfalls in the President’s
plan when it comes to our veterans and
their health care.

We have set aside an additional $3.5
billion for veterans health care in 2008
alone. What is most important is that,
for the first time, this Senate has a
budget resolution that reflects the rec-
ommendations of the independent
budget, which is the budget of all the
veterans organizations about what
they believe is needed to adequately
fund veterans health care and other
critical needs.

Finally, let me say a few words about
tax cuts. My friends on the other side
of the aisle will try to paint Democrats
in this budget as being antitax cut.
Nothing could be further from the
truth. You know we are going to hear
all of this; it does not matter what the
document looks like. We also know in
advance what the mantra is going to be
because it has been that way for years.
It has been that way for years. But the
reality is very different. I have to say
that the—

The PRESIDING OFFICER. The 20
minutes yielded to the Senator from
Michigan has expired.

Ms. STABENOW. I would ask for an
additional 3 minutes.

Mr. CONRAD. If I can give her an ad-
ditional minute because we are now
down to 9 minutes, and they have got
43 minutes.

Ms. STABENOW. Mr.
will take 1 more minute.

The PRESIDING OFFICER. The Sen-
ator is recognized for 1 minute.

Ms. STABENOW. We support this
budgeting through tax cuts that make
sense for middle-class families. That is
who needs the tax cuts. We talk a lot
about these tax cuts being given. You
ask the average family if they feel like
they have gotten a tax cut. They tell
me: No. Because they did not get it.
People are smart enough to know they
did not get it.

Well, we have put in place tax cuts
for the middle class. We have started
with the alternative minimum tax,
which is about ready to hit a whole
new group of middle-class taxpayers.
We make sure that our Tax Code gives
middle-class families a leg up and does
not punish them for working hard and
being successful.

Finally, we go on to make sure we re-
institute, as I said in the beginning,
law enforcement, transportation, com-
munity development, protecting our
environment, which is a very small
part of the budget but critical for our
families.

The bottom line is this budget works
for people. This is about middle-class

President, I
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families, the values of the majority of
Americans, and doing it in a respon-
sible way. I urge the adoption of the
budget resolution.

The PRESIDING OFFICER (Mrs.
MCCASKILL). The Senator from New
Hampshire.

Mr. GREGG. Madam President, I ask
unanimous consent that an additional
30 minutes of debate time be added to
the original 3 hours, equally divided.

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

Mr. GREGG. I yield 40 minutes to the
Senator from Iowa.

Mr. GRASSLEY. Madam President, a
few minutes before the last speaker,
you heard the chairman of the Senate
Budget Committee say there is no tax
increase in the budget that is before us.

Well, technically that is correct, if
you consider allowing existing tax law
to sunset on December 31, 2010. If you
do that, we are going to have the big-
gest tax increase in the history of the
country without a vote of Congress,
without a vote of any of us, the biggest
tax increase in the history of the coun-
try, January 1, 2011. This budget covers
that period of time. I don’t know how
you can say there is no tax increase in
this budget, if we are going to have the
biggest tax increase in the history of
the Congress without a vote of the peo-
ple, if you have an opportunity to do
something about it and Kkeep taxes
where they presently are. That is what
is in this budget. There is not going to
be an attempt to keep taxes where they
are so the existing tax laws sunset and
we have the biggest tax increase in the
history of the country, January 1, 2011.

We have a budget by the majority
party, the Democratic Party, before us
because the people spoke in November.
For the first time in 12 years, the
Democrats are in the majority and,
consequently, control the congres-
sional budget process. As ranking Re-
publican on the tax-writing Finance
Committee, I was not consulted, nor
did I expect to be, by the chairman of
this year’s budget resolution. Unfortu-
nately, after reviewing this resolution,
which was presented 5 days ago, it is
abundantly clear it does not realisti-
cally address the possibilities of the Fi-
nance Committee carrying out what
are its supposed responsibilities under
this budget resolution.

Despite claims to the contrary, this
budget does not provide for even 1 year
of alternative minimum tax relief, let
alone 2 years, or even a l-year exten-
sion of provisions of various tax laws
that expire from time to time and that
we normally reinstitute. It does not
provide for that as well. So this budget
puts the burden on the Finance Com-
mittee to come up with the offsets to
pay for the alternative minimum tax
relief and for what we refer to as ex-
tenders, things that are normally ex-
tended by the Congress because they
are things the economy demands be ex-
tended.

Press reports have largely echoed the
defenders of this resolution on the
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needs of the Finance Committee. I
strongly suggest the media folks take a
very careful look at the claims of the
Democratic leadership and see how
they stack up against the cold, hard
fiscal numbers and the operating his-
tory of the Finance Committee in these
policy areas. They would find it does
not square with the reality of what is
possible for the Finance Committee.

I back up that statement with these
numbers. Over the b5-year budget win-
dow going out to the year 2012, keeping
existing policies in place will have a
revenue effect of about $916 billion.
This includes alternative minimum tax
relief, extension of bipartisan 2001 and
2003 tax relief, and extending other
broadly supported expiring provisions.
In the aggregate, this budget provides
no resources for extending these poli-
cies over the b-year window. In so
doing, we end up with the biggest tax
increase in the history of the country
without Congress voting for it. Yet
somehow the chairman of the Senate
Budget Committee can say there are no
tax increases in this budget.

I g0 back to the grassroots. As a fam-
ily farmer, which I am, I like to think
we country folk can teach city folk a
lesson or two by referring to the coun-
try’s sayings and metaphors. Although
I am going to be using numbers, you
will recognize some rural touchstones
in the chart I am using, which is this
chart of a well where you get water.
The first chart involves the method a
lot of us farmers use to get our water,
through the well on our family farm.
You will see the well in this chart.

Here is the top of the well. My col-
leagues can see it is a long well and a
very deep well. There is some water
way down at the very bottom, but most
of this well in between is very dry. At
the top of the well we see the number
that represents the rough—and it is
probably a bit on the low side—amount
of the revenue raisers in this budget,
and it assumes we on the Finance Com-
mittee will be able to find $916 billion.
That is revenue we would have to find
offsets for over a 5-year period to pay
for extending existing tax policies that
expire during this period. If we don’t do
it, that is where I continue to make
the point we are going to have the big-
gest tax increase in the history of the
country.

Of course, this is talking about exist-
ing tax policy. It doesn’t even include
any new starters such as tax relief to
encourage renewable energy which
most Members of this body are talking
about, or tax relief to help education
which a lot of Members of this body,
including this Senator, have talked
about, and a lot of new starters such as
providing tax benefits to help the
health care problem. A lot of us in this
body talk about that. It doesn’t include
renewable energy, education, and
health care. So this budget assumes
the well of revenue raisers is full to the
brim. We can see it is not.

As a farmer, I know something about
the predictability of wells. You hope
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you will get a lot of rain and it will
give you a decent level of water. As
former chairman and now, because we
Republicans are in the minority, rank-
ing member of the Finance Committee,
I think I know something about rev-
enue raisers and how difficult or how
easy it might be to raise a certain
amount of revenue. I have been there. I
have done that. When I was chairman
of the Finance Committee, I aggres-
sively led efforts to identify and enact
sensible revenue raisers and at closing
the tax gap and shutting down tax shel-
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ters. As ranking member, I continue to
look for ways to shut off unintended
tax benefits. I consider myself to be a
credible authority on what is realistic
when it comes to revenue raisers.

This budget is not realistic. From
2001 through 2006, Congress enacted
over 100 offsets with combined revenue
scores of $1.7 billion over 1 year, $51.5
billion over 5 years, and $157.9 billion
over 10 years. That figure is reflected
on this chart. That would be the figure
of $61 billion enacted over a b-year
timeframe.

REVENUE RAISERS ENACTED SINCE 2001

(Amounts in millions of dollars)
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To show I am not making this up, I
ask unanimous consent to print in the
RECORD a table that shows the track
record on enacted offsets. These num-
bers are conservatively high because
they include repeal of the FSC/ETI to
comply with the ruling of the World
Trade Organization which could not
have been done without also providing
tax relief with the manufacturing de-
duction.

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

# of provi-

Sions 1-yr 5-yr 10-yr
Military Family Tax Relief Act of 2003
Extensions of Customs User Fees 2 619 1,305 1,305
American Jobs Creation Act of 2004
Repeal of FSC/ETI (to comply with WTO ruling) 1 354 16,411 49,199
Provisions to Reduce Tax Avoidance Through Individual and Corporate Expatriation 6 139 526 1,343
Provisions Relating to Tax Shelters (including SILOs) 21 1,182 10,328 33,236
Reduction of Fuel Tax Evasion 21 625 4,380 9,138
Other Revenue Provisi 30 (1,335 13,601 38,249
Total 79 965 45,246 131,165
Energy Tax Incentives Act of 2005
Revenue Raising Provisi 4 2 1,491 3,028
Highway Reauthorization and Excise Tax Simplification (2005)
Provisions to Combat Fuel Fraud 7 (10) 297 607
Gulf Opportunity Zone Act of 2005
Interest Suspension Modification 1 50 50 50
Tax Increase Prevention and Reconciliation Act of 2005 (2006)
Revenue Offset Provisions 14 104 3,086 21,787
Grand Total 107 1,730 51,475 157,942

Source: Finance Committee Staff summary of revenue tables prepared by the Joint Committee on Taxation

Mr. GRASSLEY. The legislation that
contains these provisions spans years
so they don’t correspond on a year-by-
year basis. The point here is to look at
what Congress was able to accomplish
over a 6-year period as evidence of
what it might be able to accomplish
over the 5-year window of the budget
resolution. Some might say it is com-
paring apples and oranges, because the
House was under Republican control
during that period. But as we are see-
ing, Democratic control does not seem
to have changed the allergic reaction
of the House of Representatives to rev-
enue raisers. Because during the mark-
up, while the chairman of the Budget
Committee was holding up his chart, as
he did today, with a picture of a Ger-
man sewer system that U.S. companies
are claiming phony depreciation deduc-
tions on through abusive leasing trans-
actions, the chairman of the Ways and
Means Committee in the other body
was holding a hearing and somehow
sympathizing with lobbyists about how
it is bad tax policy to shut off these tax
benefits.

The most significant package of rev-
enue raisers over this period was in the
American Jobs Creation Act of 2004. I
took a lot of heat on those revenue
raisers, as shown in the Congressional
Daily article entitled ‘‘Balance of Pay-
ments, A Closer Look at Tax Bill Los-
ers.” This article refers to the revenue
raisers in the Senate passed JOBS bill
as ‘‘the most significant rollback of tax
loopholes since 1986.”

I ask unanimous consent that that
article be printed in the RECORD.

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

BALANCE OF PAYMENTS—A CLOSER LOOK AT

TAX BILL LOSERS

By now we’re well aware of the winners in
the Senate’s just-passed, $170 billion-plus,
corporate tax cut package—they include
NASCAR racetrack operators, Oldsmobile
dealers and Learjet makers, as well as large
manufacturers and multinational companies
more generally.

But one almost-overlooked aspect of the
bill—and perhaps the one that packs the
most significant impact over the long term—
is the number of losers the bill would create.

The insistence by Senate Democrats and a
few dissenting Republicans that all tax cuts
be balanced out by offsetting ‘‘revenue rais-
ers’ has given birth to a peculiar form of al-
chemy on the Finance Committee. The new
tax breaks are offset by provisions shutting
down tax shelters and closing a vast array of
perceived ‘‘loopholes,”” which will raise up-
wards of $60 billion for the Treasury over 10
years.

Finance Chairman Grassley said the rev-
enue offsets in his bill are designed to punish
tax cheats and corporate criminals. The rev-
enue-raising provisions, if they eventually
become law, will be the most significant roll-
back of tax loopholes since the 1986 law that
changed the passive loss rules, observers
said. They include new, stiff penalties for
failure to disclose tax shelter activities,
codification of the economic substance doc-
trine and an end to abuses brought to light
by the Enron scandal.

But skeptics in the House and on K Street
believe some offsets are a product of panning
in the revenue stream of the U.S. govern-
ment for tax cut gold. The rocketing cost of
Senate bill and the parallel drive to create
money-saving offsets have led the Finance
Committee to over-reach, they claim.

House Ways and Means Chairman Thomas
criticized the Senate approach in a Q&A with

reporters last week, saying that the Senate
has the tendency to turn striving for revenue
neutrality ‘‘into a mechanical exercise.”” He
said this led to some situations in which
‘‘the revenue you are reaching for is not the
same as the policy you are trying to cover.”

The most significant piece in terms of the
money it raises—$42 billion over 10 years—is
provisions to curb abusive leasing trans-
actions, under which taxpayer dollars have
literally been used to help finance dozens of
foreign and domestic infrastructure projects,
including sewer systems and subways, while
the large financial institutions that struc-
tured the deals raked in billions.

Almost no one in Washington argues that
no legislation is needed to stop the abusive
leasing transactions, but the way the Senate
went about it has raised a few eyebrows. By
moving back effective dates and other ad-
justments, GRASSLEY gradually expanded the
scope of the provision to squeeze a greater
number of transactions as tax cuts were
added to the bill, making it more costly.

Particularly galling to some Republicans
in the House and Senate was making the new
curbs applicable to transactions entered
after Nov. 19, 2003, which they argued makes
the provision retroactive. But Senate aides
said that was done to thwart a ‘‘rush-to-mar-
ket of promoters of the leasing transactions
seeking to close deals under the wire.

“The fact that it was moved back contin-
ually to pay for various items might suggest
that revenue had some kind of relevance,”
said Kenneth Kies of Clark Consulting, who
lobbies on behalf of a coalition that wants
the leasing benefits preserved.

Hill sources said THOMAS and other Repub-
licans, including some from the Senate,
would insist in an eventual conference com-
mittee that the Senate language making the
leasing provisions retroactive to last year be
removed.

Also stirring some controversy are new
limits on the amount individuals could de-
duct for donating automobiles to charity.
(Full disclosure: My 1991 Buick was worth a
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$950 deduction to me on my 2003 return. I
went with the book value for ‘‘good’ condi-
tion and wished the American Lung Associa-
tion best of luck getting that much for it.
Under the new rules in the Senate bill, I
would have been able to deduct only what
the charity reported to me was the actual re-
sale price of the car.)

Most donated used cars are sold at auction,
and charities for which car donations are an
important part of their fundraising are argu-
ing to lawmakers that it is unfair to limit
taxpayer deductions to the liquidation price
when many could fetch more for cast-off
autos if they found a private buyer them-
selves.

Charities—including the National Kidney
Foundation, the American Cancer Society
and the American Lung Association—are
shopping alternative language to House tax
writers for inclusion in the House FSC/ETI
bill.

Business sources say a provision tight-
ening rules on deferral for income derived
from contract manufacturing overseas is an
example of where the Finance Committee
reached for a revenue raiser without fully
understanding the policy consequences. The
provision was struck from the bill in the
hours before final Senate passage.

“The folks that were advocating that as a
possible revenue raiser—at a time when peo-
ple were looking for revenue raisers—didn’t
appreciate the extent to which most of con-
tract manufacturing is a completely legiti-
mate, appropriate business strategy,” said
Dan Kostenbauder, vice president of trans-
action taxes for Hewlett-Packard. ‘“This is
not like someone found a fancy tax dodge.”

Mr. GRASSLEY. Looking then at the
5-year numbers, Congress has enacted
$51 billion of revenue raisers since 2001.
That happens to be only about 6 per-
cent of the amount that is needed to
make the budget we are debating now
work, without regard to any new relief
which will also have to be paid for.

What other revenue raisers have been
identified and scored? Because we are
always looking for them, because we
are always getting scores for them,
there is always going to be some need
for them. The President’s budget, for
instance, contained a package of 16 tax
gap measures that the Joint Com-
mittee on Taxation scores as raising
$56.7 billion over 5 years. We can see
that figure reflected on this chart. The
Democrats have identified raisers that
amount to $35.6 billion. So we have $42
billion of identified and scored revenue
raisers. Let’s look at how that figure
compares to the budget before us. That
is only about 5 percent of the amount
that is needed to make this budget
work. Based on these facts, the likeli-
hood that the Finance Committee, the
tax-writing committee of the Senate,
will be able to come up with revenue
raisers of this magnitude is remote at
best.

If that is the case, what will then
happen? The revenue side of the budget
will be ignored, but the spending side
will be followed. The net effect will be
a massive tax increase, a bigger deficit,
or both. I am letting my colleagues
know the revenue-raising well is about
5 to 6 percent full, not 100 percent full,
as it would take to do it. If we look at
the Finance Committee tax staff’s ag-
gressive record on revenue raising as a
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guide, we might be able to fill the rev-
enue of this well a little bit more, but
there is no way we can get to where
this budget purports to go.

In conclusion, this budget represents
a dramatic step backward for the
American taxpayer. For the first time
in 6 years, this budget is a barrier, not
a path, for bipartisan tax relief for vir-
tually every American taxpayer.

I have another chart that uses a farm
analogy. We farmers are frequently vis-
ited by Canadian geese as they fly
south down the Mississippi ‘“‘fly-away’”’
for the winter, and as they come north
for the spring. Geese are not like
chickens in that they do not hang
around to lay eggs. Here is a chart with
a goose on it. This chart shows that the
budget guarantees a goose egg for tax
relief.

City folks know the term ‘‘goose
egg’’ means zero. For the first time in
6 years, that is what the American pub-
lic is getting in guaranteed tax relief—
a goose egg. That is what they are get-
ting—zero, zip, nothing. So take a look
at our track record. Take a look at the
revenue offsets Senate Democrats have
identified and scored. What you will
see is a minimal amount, as the well
chart showed. This budget, then, puts
an unrealistic demand on the revenue
offsets that are possible. The well of
offsets cannot be filled to the level the
budget assumes. It is so unrealistic as,
in my judgment, to be fictitious. It
means virtually every taxpayer gets a
goose egg.

Now, for 6 years, we have heard the
primary reason for partisan opposition
to popular bipartisan tax relief is fiscal
responsibility. Where is the fiscal re-
sponsibility on the spending side of the
ledger in this budget? If you take a
look, you will see that goose egg again.

So after 6 years of fiscal responsi-
bility arguments, you would think if
the American taxpayer was going to
get a goose egg in tax relief, the party
in power would show us more than a
goose egg on the spending restraint
side. Not so. As a matter of fact, spend-
ing goes up several hundred billion dol-
lars.

As ranking member of the Finance
Committee, I am sorry to say this
budget does not even attempt to mesh
the demands of the Finance Committee
with the numbers in this budget. From
my Finance Committee perspective, we
might as well demand we have 60-vote
bills. That is the only way you can ig-
nore the budget resolution. There is no
way for offsets of the size that is de-
manded here that are possible.

I hope deficit hawks on both sides of
the aisle pay close attention. The only
thing certain is new spending is going
to occur. That is the only thing that is
going to happen. The deficit impact of
not realistically dealing with the tax,
trade, and health policy priorities of
the Finance Committee disguises the
deficit built into this budget.

I am going to have more to say on
this disconnect between the Finance
Committee policies and this budget as
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we continue this debate in coming
days. Today, I merely wished to show
the Senate how the numbers on the
revenue side do not work. As we take
up amendments, I am hopeful we can
make this budget mesh with what is
possible for the Finance Committee to
do and the policy demands before that
committee.

I also wish to discuss another thing
that is going to be heavily discussed, in
fact to some extent has already been
discussed with this budget; that is, the
sources of revenue the chairman of the
Budget Committee claims will help off-
set the 5-year $916 billion cost of ex-
tending existing tax policy. That hap-
pens to be something I like to talk
about because I like to do things in
this area—shutting down offshore tax
havens.

I have been aggressive in combating
abusive tax shelters offshore and other-
wise. As chairman of the Finance Com-
mittee, I worked hard to shut down off-
shore tax evaders. I already referred in
my remarks today to the 2004 JOBS
bill, shutting down the tax benefits for
companies that enter into corporate in-
version transactions and abusive do-
mestic and cross-border leasing trans-
actions.

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

Mr. GRASSLEY. Yes.

Mr. GREGG. On the issue of loop-
holes, the Senator is a leading expert
in this Chamber. Mr. CONRAD, the Sen-
ator from North Dakota, the chairman
of the committee, has, on a number of
occasions, said as to offshore tax plan-
ning, when you go on Google and put in
“‘offshore tax planning,” you get 1.2
million hits on Google for sites you
would go to to find out how to game
the tax system.

I was wondering if the Senator was
aware, when you put ‘“‘Democratic tax
increases’ into Google, you get 1.5 mil-
lion hits.

Mr. GRASSLEY. Well, I could imag-
ine so because they are a party that en-
joys increasing taxes. So I can under-
stand that.

Mr. GREGG. I thank the Senator for
answering the question.

Mr. CONRAD. Will the Senator yield
for a question on this issue?

I was going to ask the Senator, was
this on the Republican National Com-
mittee Web site?

Mr. GRASSLEY. Of course not. It is
on the real Web site.

Well, I referred to this 2004 JOBS bill
before in my remarks, shutting down
the tax benefits for companies that
enter into corporate inversion trans-
actions and abusive domestic and
cross-border leasing transactions.

The JOBS bill also contains a pack-
age of 21 antitax shelter provisions.
That has been law since 2004.

As ranking member of the Finance
Committee, I saw to it that the min-
imum wage and small business tax re-
lief package also contained antitax
loophole provisions—and that stuff is
still before the Senate—including shut-
ting off tax benefits for corporations
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that inverted after Senator BAUCUS and
I issued a public warning that legisla-
tion would stop these deals, shutting
off tax benefits from abusive foreign
leasing transactions that were not
caught by the JOBS bill, and doubling
penalties and interest for offshore fi-
nancial arrangements.

But again, I refer to the Democratic
chairman of the tax-writing committee
in the other body, the Ways and Means
Committee, who does not appear to be
supportive of these provisions based
upon a hearing he had last week, even
though—even though—the same Mem-
ber of the other body voted for many of
them in the public JOBS conference in
2004.

So having studied these issues and
having legislated in this area, I con-
sider my views on tax policy directed
at tax shelters and tax havens to be
credible. From what I can tell, the dis-
tinguished chairman of the Budget
Committee in the Senate views the
problem of offshore tax havens in two
categories: One, the ability of U.S.
multinationals to shift income to these
tax havens; and, two, tax evasion by
U.S. individuals who hide assets and in-
come in tax havens.

We have seen Democratic Senators,
including the chairman of the Budget
Committee, hold up a picture of the
Ugland House, a law firm’s office build-
ing in the Cayman Islands, as home to
12,748 corporations. I would like to give
Senators some background on where
that picture comes from and at what
issue it is aimed.

That picture comes from an article
published in Bloomberg Markets in Au-
gust 2004, and it is titled ‘“The $150 Bil-
lion Shell Game.” The article focused
on the ability of U.S. multinationals to
shift income to low-tax jurisdictions
through transfer pricing. Transfer pric-
ing is a term for how affiliated corpora-
tions set the prices for transactions be-
tween them. Transfer pricing is impor-
tant because it determines how much
profit is subject to tax in different ju-
risdictions involved in related party
transactions.

The $150 billion figure is an academic
estimate of the annual amount of prof-
it that corporations shift outside the
United States with improper transfer
pricing. That is what the $150 billion
figure is. Let me make that clear. It is
an estimate of the annual amount of
profit that corporations shift outside
the United States with improper trans-
fer pricing.

So this article is aimed at U.S. cor-
porations that artificially shift their
income to low-tax jurisdictions
through improper transfer pricing
practices. To illustrate this point, I
have produced a few quotes from that
article. The first one says:

Under U.S. law, U.S. companies can use
Cayman subsidiaries and transfer pricing
rules to shift sales and profits from other
countries, thus reducing their overall tax
burden.

Another quote:

A practice called transfer pricing may be
the key to how U.S. corporations avoid taxes
in the U.S. and other countries.
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That last quote is from my colleague,
the Senator from North Dakota, Mr.
DORGAN.

One of the Democrats’ revenue rais-
ers, then, that is still on the shelf pur-
ports to target this transfer pricing
problem. But you would not know it by
looking at the language of the proposal
because it does not make any changes
to our transfer pricing rules. Instead,
the proposal would eliminate deferral
for income of any U.S. multinational’s
foreign subsidiaries incorporated in
certain black-listed jurisdictions. It is
called the tax haven controlled foreign
corporate proposal. I am going to call
it CFC for short.

Part of our Tax Code since 1918, ‘‘de-
ferral” means that U.S. multinationals
do not pay tax on active income of
their foreign subsidiaries until that in-
come is repatriated to the United
States. Passive income is subject to
tax on a current basis. Deferral only
applies to active income.

I agree with the premise of this pro-
posal that U.S. multinationals should
pay their fair share of U.S. taxes. U.S.
multinationals that wuse improper
transfer pricing do so to obtain the
benefits of deferral on profits that, eco-
nomically, should be subject to tax in
the United States on a current basis.
Here is my quote from the Bloomberg
article:

We have to get on top of corporate ac-
counting and manipulation of corporate
books for the sole purpose of reducing taxes.

Nobody is going to disagree with
that.

So my view is that stronger transfer
pricing rules and stronger enforcement
of those rules is the right way to target
this problem in our current inter-
national tax system. The Internal Rev-
enue Service is taking steps to tighten
our transfer pricing rules.

In 2005, that agency proposed regula-
tions that would overhaul the rules for
so-called cost-sharing arrangements.
These are arrangements by which U.S.
multinationals are able to transfer in-
tangible property to subsidiaries in
low-tax jurisdictions. Based on the vol-
ume of complaining I have seen lobby-
ists level at the Treasury and the IRS,
the proposed IRS regulations would go
a long way to prevent artificial income
shifting. I hope to see these regulations
finalized very soon.

Others have different views. They
would eliminate deferrals altogether.
So another quote in the Bloomberg ar-
ticle succinctly states this view. This
is a quote from Jason Furman, a
former aide to Senator KERRY of Mas-
sachusetts. It says:

American companies should pay taxes on
their profits in the same way whether they
earn them in Bangalore or Buffalo.

Now, that might sound simple
enough, but that is where these pro-
posals to eliminate or curtail deferrals
on a piecemeal basis are headed—head-
ed in a way that is going to be harmful,
to completely eliminate deferral for
U.S. multinationals. Without a signifi-
cant corporate tax rate reduction—and
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I would be in favor of doing that—
eliminating deferrals would have the
effect of exporting our high tax rates
and putting U.S. multinationals at a
competitive disadvantage in the global
marketplace. When I said I would be in
favor of reducing our corporate tax
rates, that is because other countries
are doing it and if we don’t soon do
something along that line, we are
going to lose a lot of business and par-
ticularly a lot of manufacturing here
in the United States.

The Senate is on record as wanting
to protect the competitiveness of U.S.
businesses in the global marketplace.
That is what the American Jobs Cre-
ation Act of 2004—an act I referred to
several times today which contains
several international simplification
provisions, and with a vote of 69 Sen-
ators, including 24 Democrats, we
passed that bill. The Senate version of
the JOBS bill passed with a more bi-
partisan majority—92 Senators, includ-
ing 44 Democrats.

There has been a longstanding debate
about whether our international tax
system should be fundamentally
changed. Some advocate taxing all for-
eign income on a current basis; others
argue for completely exempting active
foreign income under a territorial sys-
tem, as many of our trading partners
do. If we want to have that debate, that
is a very fair debate to have, but piece-
meal cutbacks on deferral for active
foreign income would do nothing but
complicate the Tax Code and create op-
portunities for tax planning around
those cutbacks.

The other offshore issue identified by
the chairman of the Budget Committee
is U.S. tax evasion by individual tax-
payers who hide their assets and in-
come in foreign bank accounts and for-
eign corporations. Since 1913, our Tax
Code has subjected U.S. citizens to
taxes on their worldwide income. No
matter what the Internet purveyors of
tax evasion say, this principle cannot
be avoided by putting passive assets
and income into a foreign corporation.
The Tax Code has rules to prevent this.
Taxpayers who do that willingly vio-
late these rules and, of course, are
guilty of tax fraud and, in some in-
stances, may even be guilty of criminal
fraud.

So the problem of offshore tax eva-
sion isn’t that our laws permit it; the
problem is there are some taxpayers
who are intent on cheating, intent on
hiding their income from the Internal
Revenue Service. The Service has been
successful in catching many of these,
but more can be done, and I will help
do it.

The Service has difficulty detecting
tax evasion and obtaining the informa-
tion necessary to enforce our laws. One
important tool for the IRS is informa-
tion exchange with other jurisdictions.
Our double tax treaties contain an arti-
cle on information exchange designed
to help the IRS obtain quality informa-
tion to enforce our tax laws. In addi-
tion, administrations past and present
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have entered into over 20 tax informa-
tion exchange agreements with juris-
dictions that are often referred to as
tax havens. Sensible solutions to this
problem should aim to improve on our
tax information exchange network and
not put it at risk.

Underreported income is the largest
piece of the tax gap. We should keep in
mind that hiding assets and income
from the IRS isn’t just an offshore tax
haven problem; it may also be an on-
shore problem. A recent article in USA
Today noted that there is:

A thriving mini-industry that has capital-
ized on real or perceived gaps in domestic in-
corporation laws and virtually nonexistent
government oversight to promote some U.S.
States as secrecy rivals of offshore havens.

The picture of the Ugland House in
the Cayman Islands makes for good
grandstanding, yes, but there are also
office buildings in some States that are
listed as addresses for thousands of
companies which are incorporated in
those States for similar reasons as cor-
porations may be incorporated in the
Cayman Islands; that is, secrecy of
ownership and a permissive regulatory
environment.

Whatever additional solutions the Fi-
nance Committee comes up with to
shine sunlight on tax evaders will need
to consider both offshore as well as on-
shore evasion.

To conclude, I wish to emphasize
that I am all for shutting off inappro-
priate tax benefits from offshore are-
nas. The chairman has said he thinks
we could get $100 billion a year from
this source. I haven’t seen any pro-
posals scored by the Joint Committee
on Taxation that come even close to
bringing in that kind of money. The
last score I have seen for the tax ha-
vens CFC proposal is $7.7 billion over 5
years. Senators LEVIN, COLEMAN, and
OBAMA have recently introduced a bill
which contains several proposals aimed
at offshore tax havens, but I haven’t
seen a Joint Committee on Taxation
score on it yet.

So once again, it will be the Finance
Committee’s responsibility to come up
with real, sensible, effective proposals
to combat offshore and onshore tax ha-
vens, and I am glad to do it, as I have
over the last several years. But the
likelihood that they will be scored by
the Joint Committee on Taxation to
bring in the kind of money assumed in
this budget resolution is remote at
best, and it borders on, I believe, blue
smoke.

I yield the floor.

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

Mr. CONRAD. Madam President, first
of all, I have previously commended
publicly the former chairman of the Fi-
nance Committee for the work he has
done in this area, and I wish to com-
mend him again because I consider him
an ally in this effort and somebody who
has been serious about going after tax
havens and somebody who has been se-
rious about going after abusive tax
shelters. In fact, I have even quoted
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him, and let me quote him again. Here
is what he said last year at this time
on the Senate floor:

Just in the period of time since 2001, our
committee has raised around $200 billion in
new revenues by shutting down tax shelters,
by closing inversions, and other abusive tax
schemes.

I believe that is the case.

Continuing:

Now, just in the year 2004 alone, the Fi-
nance Committee fully offset a $137 billion
tax bill at no expense to the American tax-
payers.

Mr. GRASSLEY. Those are 10-year
figures.

Mr. CONRAD. I understand, 10-year
numbers. But we are talking about 5-
year numbers of $439 billion. Let me
say, if they can do that, these extraor-
dinary numbers, and we combine not
only tax gap with tax havens and with
abusive tax shelters, I believe we could
easily get that $439 billion. Again, the
President said his budget would
produce $14.8 trillion in revenue. We
are saying $15 trillion. That is a 1.2-
percent difference.

Finally, this is from the Senate
Homeland Security and Governmental
Affairs Permanent Subcommittee on
Investigations:

Experts have estimated that the total loss
to the Treasury from offshore tax evasion
alone approaches $100 billion per year.

I rest my case.

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

Mr. GREGG. I know the Senator from
Massachusetts is waiting patiently,
and I just have a couple of quick ques-
tions I wanted to ask the recent chair-
man, now ranking member, of the Fi-
nance Committee, who I think is re-
garded as an expert in the area of how
we get at these people who are avoiding
our tax system. He has obviously stud-
ied this issue.

Could the Senator from Iowa give us
his thoughts as to how much you could
raise relative to loophole closing that
is legitimate—I mean versus a stated
number, which can always be fairly
high? But what is the real number one
could actually generate over the next 5
years, in the Senator’s experience and
as a result of his studying this issue?

Mr. GRASSLEY. I am glad to answer
that question because I think, if you
look at what this budget assumes, rais-
ing this much money—

Mr. GREGG. Madam President, $434
billion minimum; $900 billion, actually.

Mr. GRASSLEY. I think it is about
like this, maybe $30 billion, $35 billion
at best.

Mr. GREGG. That would be a 5-year
number?

Mr. GRASSLEY. Five-year number,
yes.

Let me say, if I could raise the
amount of money which is assumed to
be raised here, I would have done away
with the alternative minimum tax a
long time ago because you need that
kind of offset to get that job done over
the long haul.

Mr. GREGG. I thank the Senator.

March 20, 2007

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

Mr. CONRAD. Madam President, the
Senator from Iowa is much too modest.
I have much greater confidence in his
abilities and the abilities of the other
members of the Finance Committee—a
committee, by the way, on which I
serve—to do far better.

Look, we are talking about a tax gap
over this period alone of $2 trillion. Fif-
teen percent of that would be $300 bil-
lion. I don’t know if we can get that
amount, but I would say to the Sen-
ator, when we put it all together, when
we put together the tax gap, tax ha-
vens, tax scams, abusive tax shelters,
there is a ton of money there. Just in
this offshore area alone, another com-
mittee of Congress, the Investigations
Subcommittee, says $100 billion a year
is being lost.

There is a 1ot of money here, without
any tax increase to anybody, just col-
lecting—Ilet me just give one other ex-
ample—this is very interesting—on
compliance. If we were able to increase
our compliance from 86 percent to 89
percent, we would raise the total
amount of revenue that is in the budg-
et I have proposed. Again, the Presi-
dent said his budget would raise $14.8
trillion. Here is what he said. He said
his budget would raise $14.8 trillion.
My budget raises $15 trillion. That is a
1.2-percent difference.

Civilization is not going to end if we
do a better job of collecting the rev-
enue that is due. Civilization is not
going to end if we successfully go after
these abusive tax shelters. We can do
this. We need a lot more confidence in
ourselves. We need to be a little opti-
mistic. You know what. America can
do this. We can do this.

The PRESIDING OFFICER. The Sen-
ator from New Hampshire is recog-
nized.

Mr. GREGG. Madam President, I am
sorry to delay the Senator from Massa-
chusetts, but it is only because the
Senator from North Dakota has de-
layed him.

It is important to note that the IRS
Commissioner testified before the
Budget Committee. He said the most
we could probably recover over the
next 5 years over and above what they
have already recovered—because they
believe they have done a good job of ex-
panding their actions in this area for
owed but uncollected taxes—the most
in the last year would be $20 billion,
and the most over the entire period
would be somewhere between $30 bil-
lion and $40 billion. That is the tax
gap. There is no $400 billion sitting
there.

The Senator from Iowa, who is the
expert in the area of these offshore ac-
tivities, how you get to them, how you
can structure better ways to get to
them, has said—and I think in a very
commonsense way, common sense
being one of the things he is most re-
spected for around here—if these type
of dollars were available, he would
have gone after them in order to take
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care of some other issues that are very
important, such as the AMT.

So I have referred to this budget as
the budget from the Land of Oz because
somewhere behind the curtain, some-
body is supposed to develop all this
money. Regrettably, there is probably
no curtain and nobody behind it, even
though the Senator from Iowa would
probably be as close as you could get
around here to somebody who has that
sort of wizardry. He cannot produce
and his committee cannot produce the
type of dollars that are being proposed
here unless you raise rates.

I would ask the Senator from Iowa if
he does not agree with that assessment
and if he has any further comment on
this issue.

Mr. GRASSLEY. I agree, yes. I em-
phasize that we are told by the chair-
man of the Budget Committee time
after time that there is no tax increase
in this budget. But if you do nothing—
and doing nothing is not an excuse to
have the biggest tax increase in the
history of this country go in without
even a vote of Congress. If you are
going to raise taxes, you ought to at
least vote them up, it seems to me, so
you can be held responsible. It seems to
me to be very irresponsible to say that
you can have the biggest tax increase
in the history of the country and not
think you can do economic harm and
strike a blow against economic free-
dom for individuals.

Mr. CONRAD. Madam President,
when they make this Wizard of Oz ref-
erence, I do remember words from the
Wizard of Oz: brains, courage, and
heart. That is what we need here. I be-
lieve we have the brains in this coun-
try to go after a tax gap that is well
over $400 billion a year now. That is $2
trillion over 5 years, and it should re-
turn substantial money to the Treas-
ury of the United States. I believe we
can go after these tax havens that an-
other committee of Congress has said
are running a revenue loss to this
country of $100 billion a year. I believe
we can shut down these abusive tax
shelters that have the spectacle of
wealthy investors in this country buy-
ing European sewer systems and depre-
ciating them on their books so they
hold down their U.S. taxes and then
lease them back to these foreign en-
emies.

Come on. We can’t capture 15 per-
cent—15 percent—of the tax gap and
the tax haven abuses and the tax shel-
ter scams? We can’t do that? Well, if
we can’t, they ought to get a new
bunch in here. They ought to get a
bunch of new Members of the Senate
and the Congress of the United States.
If we can’t increase the compliance
rate from 86 to 89 percent, they ought
to get some new Senators in here. They
ought to get some new Congressmen in
here to get the job done, because that
is a job the American people deserve to
have accomplished.

Mr. GREGG. Madam President, I ap-
preciate the enthusiasm of the Senator
from North Dakota for his theory that
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you can get $434 billion from behind
the curtain, but we have to at least ac-
knowledge the fact that experts in this
area, including the Commissioner of
the IRS, the former chairman of the
Finance Committee, the present rank-
ing member of the Finance Committee,
have all said you can recover some dol-
lars here, but that type of pot of gold is
not there.

The yellow brick road the Senator
wishes to follow, and which his bill is
basically forcing us to follow, will in-
crease taxes by $900 billion, and we
know where it is going to come from. It
is going to come from raising rates,
raising rates on American workers and
Americans generally. There is no other
place to get it.

If that were not the case, then we
wouldn’t have structured within this
budget, or he would not, or the Demo-
cratic Party would not have structured
within this budget all these mecha-
nisms to absolutely guarantee that
rates have to be raised. Point of order
after point of order after point of order
makes it virtually impossible to main-
tain rates where they are.

You can throw up the smokescreen
of, well, we are going to get it from
here and there, but we are not going to
get it from the place that is obvious.
Well, if it looks like a duck and walks
like a duck, it must be a duck, and the
duck here is that tax rates are going
up.
Mr. CONRAD. Madam President,
look, this isn’t that hard. The Presi-
dent said in his budget he was going to
raise $14.8 trillion. In my budget, I say
$15 trillion. That is a 1.2 percent dif-
ference. I don’t believe for a minute
that we can’t raise that difference by
going after these abusive tax shelters,
these offshore tax havens, this looming
tax gap. The tax gap alone is going to
be well over $2 trillion over these 5
years—$2 trillion.

It seems to me it is very clear. I used
to be a tax commissioner. I have au-
dited the books—Senator DORGAN and I
are perhaps the only ones here who
have audited the books and records of
companies operating on an inter-
national basis. I went to my legislature
and told them I would produce this
kind of additional revenue if they
would increase my budget. They did,
and I did.

I know this can be done. This isn’t an
imagining to me. I have done it. Sen-
ator DORGAN has done it. We have actu-
ally checked the books and records of
companies. We have found extraor-
dinary sums of money for the little
State of North Dakota. My goodness, if
it can be done for North Dakota, it can
certainly be done for the United
States.

Mr. DORGAN. Madam President, will
the Senator yield for a question?

Mr. CONRAD. I will yield.

Mr. DORGAN. I have listened with
interest for the last little bit while my
colleague from Iowa was on the floor.
It appeared to me he was defending
some of these tax breaks. I couldn’t
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quite figure that all out, but I will ask
the Senator, who is the chairman of
the committee, is it true you are hav-
ing trouble convincing people, or are
we having trouble convincing people
that having Wachovia Bank buy a
sewer system in Germany for the pur-
pose of reducing their U.S. income tax
burden is a bad idea?

If the Senator from New Hampshire
wants to talk about where we would
get some additional revenues, maybe
we could start now a dollar at a time.
Let’s take at least the first dollar and
decide that U.S. companies that buy
and immediately lease back sewer sys-
tems, streetcars, or city halls in for-
eign countries, or in this country for
that matter, for the purpose of depre-
ciating an asset that otherwise
wouldn’t be depreciable, for the pur-
pose of reducing their U.S. income
taxes and agree that is a bad idea.
Let’s shut it down. Let’s decide today,
on Tuesday, that is over. Can we at
least agree on that piece? If so, my col-
league Senator CONRAD has us on the
road to at least beginning piece by
piece to putting the system together to
get the revenue we need. This is not
about raising taxes, it is about asking
those who ought to be paying taxes to
start paying them.

I have been on the floor talking a lot.
In fact, the chart my colleague is put-
ting up now—and David Evans, who is
a very enterprising reporter from
Bloomberg put this story together—
states that 12,748 companies exist in
that one five-story building on a quiet
little street called Church Street in the
Cayman Islands. They are not in that
building, of course. It is a legal fiction
to allow them to reduce their U.S. tax
burden.

I ask my colleague Senator CONRAD,
are we having a hard time convincing
our colleagues of these simple baby
steps we ought to be taking to get the
revenue people ought to be paying
without allowing them to depreciate
foreign sewer systems, for gosh sakes?

Mr. CONRAD. Madam President, I
will tell my colleague that I have a pic-
ture of a foreign sewer system that was
handled in precisely that way. U.S. in-
vestors bought a foreign sewer system
and depreciated that on their books in
the United States for the purpose of re-
ducing their taxes in the TUnited
States, and then they leased it back to
the foreign government that built it in
the first place. Look, here is the build-
ing in the Cayman Islands, home to the
12,748 companies.

Here is the work of another com-
mittee of the Congress that points out
we are losing $100 billion a year in that
kind of scam. Our country is losing $100
billion a year. Our friends on the other
side of the aisle will say, oh, there is
nothing we can do about it. Sure, there
is something we can do about it, if we
have the brains, the heart, and the
courage. That is Wizard of Oz.

Mr. DORGAN. Madam President, if
the Senator will yield for one addi-
tional question.
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What I want to do is come tomorrow
to the floor and spend a little time re-
sponding to what was offered today by
the Senator from Iowa on deferral,
transfer pricing, and a whole range of
things on those tax issues. If I can ar-
range with my colleague to do that to-
morrow, I also have a picture of several
sewers, actually.

Mr. CONRAD. How is this one?

Mr. DORGAN. I don’t have that pic-
ture, but I have several pictures of sev-
eral sewers owned by American cor-
porations, not because they are in the
sewer business, not because they like
sewers, not because they have some
sort of attachment to sewers, but be-
cause they do not want to pay U.S.
taxes, so they buy a sewer system and
depreciate it. I also have pictures of
streetcars and rail cars and a picture of
a city’s 9/11 emergency response system
sold by the city to a private investor in
order that the private investor could
depreciate it and, therefore, reduce
their taxes.

Now, whether it is the 9/11 emergency
response system, sewer systems, or
city hall—and I have pictures of city
halls I will show tomorrow as well,
that have been purchased and leased
back—all of these are scams, and they
ought to stop. No, they ought not stop
gradually. That is not the way you stop
this addiction. You shut it down, right
now.

I understand there will be people
coming to the floor of the Senate say-
ing: You can’t do that. You have to be
competitive. That is such a load of
nonsense. You don’t have to be com-
petitive in these kinds of escapes from
the reality of having to pay taxes you
rightfully owe on your income.

I say to my colleague Senator
CONRAD that I wish to come tomorrow
at a time we can conveniently arrange
and talk about these issues of deferral,
transfer pricing, and SILOs and LILOs
and so on.

Mr. CONRAD. Maybe we need to
spend the whole day tomorrow.

Mr. DORGAN. That would be fine, be-
cause I have a lot to say. If we can’t
take the first baby step in shutting
down this sort of perversity, there is
nothing more pernicious in the Tax
Code, and nothing more perverse to
common sense than this sort of non-
sense. So I wish to come talk about it
tomorrow. Perhaps we could get a ma-
jority in this Chamber to say, yes, you
know what, people ought to pay their
taxes, corporations ought to pay their
taxes, and they ought not own foreign
sewers in order to avoid paying U.S.
taxes. It is very simple.

If someone on the other side would
call that a tax increase, I would say it
is actually increasing the tax paid by
those who should have paid more, but
that is a different kind of cir-
cumstance, isn’t it? So I want to talk
about that tomorrow, and I thank my
colleague, Senator CONRAD. He is
steeped in experience in these areas,
and he is right. I think it is a wonder-
ful opportunity, finally, because we
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don’t have quite enough opportunity in
some of the committees, to finally on
the floor of the Senate begin exposing
this.

This exposure is very important so
the American people understand who is
paying the taxes and who isn’t. One of
our primary responsibilities is to say
to those who aren’t, you apparently
want all the benefits of being an Amer-
ican except the responsibility of paying
your fair share of taxes to this country.
Senator CONRAD says it should stop,
and so do I, and I look forward to being
back on the floor.

Mr. GREGG. Madam President, I am
uncertain if he is the junior or senior
Senator from North Dakota, but will
he yield for a question?

Mr. DORGAN. Senator CONRAD has
the time.

Mr. GREGG. Will the Senator from
North Dakota allow me to ask a ques-
tion of the Senator from North Dakota
who just made a passionate statement?

Mr. CONRAD. I will be happy to yield
for a question.

Mr. GREGG. Madam President, I
wish to ask the Senator from North
Dakota whether he supports an exten-
sion of the tax rates relative to capital
gains, No. 1; relative to dividends, No.
2; relative to highest rate, No. 3; and
relative to the rates regarding the
death tax, or some modification of the
death tax in years 2011 and 2012, No. 4.

Mr. DORGAN. Madam President, I
say I don’t do four-part questions. I
will be glad to answer the first, how-
ever.

I happen to believe a tax code ought
not penalize work and reward invest-
ment. I happen to believe those in this
Chamber who have perverted the Tax
Code that says if you work, you get pe-
nalized, because you pay taxes, but, by
the way, if you don’t work and get to
clip coupons, if your income comes ex-
clusively in dividends and capital
gains, guess what, you are in luck be-
cause this Chamber thinks you don’t
have to pay taxes.

So, do I believe at some point we
ought to recognize working people in
this country and recognize they ought
to be paying taxes in a fair way? Yes,
I believe that strongly.

I observe, however, that the Senator
from New Hampshire changed the sub-
ject. The subject, of course, was sewer
systems, foreign streetcars, foreign
city halls, and the sale of 9/11 emer-
gency systems of an American city for
the purpose of avoiding taxes by cor-
porations that want to purchase them.
That is a subject about which I wish to
visit.

Mr. GREGG. Madam President, not
only did I not change the subject, I
went to the essence of the issue. I have
heard the Senator from North Dakota
many times on this floor rail against
the tax cuts that were put in place that
generated this economic recovery. He
has railed against capital gains, divi-
dends, and the highest rates. This
budget, as it is presently structured,
can only accomplish its goal of raising
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the largest tax increase in history if it
significantly raises rates.

The representation was made here
that the Senator from Iowa was some-
how supportive of people who are inap-
propriately gaming the system. It is
the opposite. His statement was all
about how you address that, and how
he has addressed that, and how he in-
tends to continue addressing that. But
he also was concise in his conclusion in
saying that the most you can get from
addressing that in a realistic sense is
somewhere around $30 billion or $40 bil-
lion.

The head of the IRS, whom we also
want to have all the resources he
needs—in fact, in the budget last year
we gave him all the resources he felt he
needed in order to expand recovery
from people who owed taxes and were
not paying them—has said the most he
is going to be able to get in a 5-year pe-
riod is probably $30 billion.

So there is a huge issue of credibility
here when there is a tax increase in
revenues of $450 billion to $500 billion,
half a trillion dollars over the Presi-
dent’s number, and the only items that
can be pointed to that you are going to
cover that with are less than $70 bil-
lion, probably, or $80 billion. So you
have $400 billion or $350 billion of new
revenues that have to be generated
somewhere. Ironically, that happens to
be almost exactly the amount of in-
creasing the rates to the levels that
the Senator from North Dakota seems
to want on income taxes, dividends,
capital gains.

It does not pass the commonsense
test of, when a party ran for reelection,
got reelected—obviously, international
affairs had a lot to do with it, but a lot
of that campaign was based on the de-
sire to repeal the tax cuts the Presi-
dent put in place, especially on in-
come—and then comes to the floor of
the Senate with a budget that raises
taxes by an amount which is essen-
tially equal to the raising of the in-
come tax rates, it does not make sense
to deny that the income tax rates are
going to be the source for most of those
revenues. Sure, we will get some
money from the tax gap. Sure, we will
get some money from a more aggres-
sive approach on loopholes—which ev-
eryone wants to do but nowhere near
the dollars needed in order to cover the
obligations of this budget which as-
sume the biggest tax increase in his-
tory, which clearly is going to come
from raising rates.

I just find it unfortunate that people
are not willing to say what is going on
here. Why is the Senator from North
Dakota—the junior Senator or senior
Senator, I am not sure—Senator DOR-
GAN, why isn’t he willing to simply say:
I am for raising these rates, and admit
to it?

Mr. DORGAN. If the Senator will
yield for a question?

The PRESIDING OFFICER. The Sen-
ator from North Dakota has the floor.

Mr. GREGG. I am willing to yield for
a question.
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Mr. CONRAD. Is this on the time of
Senator GREGG?

The PRESIDING OFFICER. No.

Mr. CONRAD. Would the Senator an-
swer this question on your time?

Mr. GREGG. I certainly would, as
long as the question is brief and con-
cise.

Mr. DORGAN. Very brief. Senator
KENNEDY is waiting. I would point out,
given all this revenue consternation, I
know where there is $104 billion. That
would have been the tax paid on that
amount that was repatriated that my
colleague and some of the others of-
fered a 5.25 percent income tax rate to
recently. They said to the biggest en-
terprises in the country: If you have
done business overseas, you bring that
money back, and we will give you a 5.25
income tax rate. No other American
gets to pay that low a tax rate. But the
result was about a $104 billion give-
away.

So I know where there is some rev-
enue perhaps. I wish we had been quite
as concerned about revenue back then
when it was given to the largest com-
panies in the country.

Mr. GREGG. I reclaim my time be-
cause that obviously was not a ques-
tion. It was a rhetorical question at
best, probably not even that.

Senator KENNEDY has been very pa-
tient. I hope the Senator from Massa-
chusetts would note that I was the only
one who, on a number of times,
prefaced my remarks saying I wished
to hear from the Senator from Massa-
chusetts and did not just take his time
willy-nilly. I think we should turn to
the Senator from Massachusetts.

Mr. CONRAD. How much time does
the Senator from Massachusetts need?

Mr. KENNEDY. Fifteen minutes?

Mr. CONRAD. I only have 4 minutes
left on our time.

Mr. GREGG. How much time do we
have left on our side?

The PRESIDING OFFICER. The Sen-
ator from New Hampshire has 14% min-
utes and the Senator from North Da-
kota has 2% minutes.

Mr. CONRAD. I ask unanimous con-
sent to extend for 15 minutes on each
side, so 30 minutes total, and 15 min-
utes given to the Senator from Massa-
chusetts, who has been extraordinarily
patient.

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

Mr. KENNEDY. Madam President, I
thank the two leaders for their kind-
ness and their consideration, permit-
ting me to speak on the budget. I wel-
come the opportunity to participate in
the opening discussion of this debate,
particularly as it centers around na-
tional priorities. I do think, quite
frankly, we rarely see the contrast so
clearly as in the recent debate and dis-
cussion on the Senate floor between
those who want additional tax reduc-
tions for wealthy and powerful groups
and those who are really interested in
the agenda and the priorities of work-
ing families and middle- income fami-
lies who are primarily concerned about
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the future of their children, health care
for their children, and education for
their children.

Certainly they are concerned about
veterans; all of us are. I commend
those who have spoken very eloquently
this afternoon about how this budget
reflects our priority to address the
needs of our veterans.

I would like to take a few moments—
and will the Chair let me know when I
have 5 minutes left, please, Madam
President—to talk about the priorities
that have been included in this budget
that Senator CONRAD has mentioned,
and why it really ought to gain the
support of the majority of the Amer-
ican people. This really represents the
people’s agenda and the people’s prior-
ities.

There is a very important commit-
ment in this budget to the children of
this Nation, in terms of their education
and in terms of their health. I will
speak this evening on those two issues.
There are other matters of the budget
which are important, and perhaps I will
speak about those at another time.

I take pride that an ancestor of our
State, John Adams, was the one who
identified the importance of education
for this Nation. He did so in 1780, which
was the year the Massachusetts Con-
stitution was passed. It was passed 7
years prior to the Federal Constitu-
tion. In that document is the most
elaborate commitment of any constitu-
tion in this country. But just about
every other State has, basically, copied
language similar to the language in the
Massachusetts Constitution—that com-
mits the people in that State and in
this country to quality education for
young people.

We have seen the progress that has
been made since that time. In 1837,
Horace Mann campaigned relentlessly
for the support and improvement of
public schools. He reminded us that a
free and public education was vital to
our future. At the turn of the last cen-
tury, we expanded from the early
grades and founded public high schools
to enable the nation to move forward.
We have seen the extraordinary
progress that was made with the cre-
ation of the land grant colleges. In the
height of the Civil War, Abraham Lin-
coln signed the legislation into law and
made a commitment on behalf of this
Nation to the education of the children
of our country. Time and again, when
America was faced with challenges, we
responded by strengthening education.

We did it once again when the Rus-
sians sparked the Space Age with the
Sputnik launch. We came together as a
nation and doubled the education budg-
et.

There are those on the other side who
say: You can throw money at an issue,
and it doesn’t solve all the problems—
and that is true. But a clear indication
of national priorities is whether we are
going to invest in education. There are
many reasons to do it. Obviously ‘‘for
the benefit of the child”’ is the best rea-
son. Obviously ‘‘so we will have a well-
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educated, democratic society” is im-
portant. Obviously, ‘“‘so we can have
well-educated individuals to compete
in a global economy.” And, obviously,
“‘because we need well-trained, intel-
ligent individuals to serve in the
Armed Forces of our country.” For all
those reasons and more we need strong
investment in education.

We are facing a global challenge
around the world. It is fair to ask:
What has this budget done with regard
to education?

All you have to do is to look at the
contrast between this budget and what
has happened over the period of recent
years under Republican control. This
column on the left of this chart is the
5-year cumulative increase in funding
for K-12 programs, specifically for No
Child Left Behind and the Individuals
with Disabilities Education Act, from
2003 to 2007—the five-year increase is
$4.7 billion.

Over here, we see this year’s Demo-
cratic budget—a $3.8 billion increase in
one year alone. This is a commitment
to education, and it is extremely im-
portant. It is essential.

We hear a great deal about the com-
mitment we made to our children in
the No Child Left Behind Act. But the
Administration and Republican Lead-
ership in Congress have failed to keep
their promises about funding the law,
and today we are leaving 3.7 million
children behind.

I have said many times that when we
passed Social Security, we enrolled ev-
eryone who was eligible in the Social
Security system. In Medicare, we said
we wanted to cover all the elderly, and
today, everyone who is eligible is in-
cluded in Medicare. So when we said No
Child Left Behind, I thought we meant
that no child was going to be left out
and left behind. But the reality is that
3.7 million children are being left be-
hind today. The challenges that
schools are facing are real, and the idea
that we are leaving these children be-
hind is completely unacceptable.

There is a simple comparison. If this
had been our approach when President
Kennedy said we were going to go to
the Moon, we would have spent the
money to get our rockets together and
we would have sent people to the Moon.
They would have landed on the Moon
and gotten halfway back, and then we
would have pulled the funding. Today,
3.7 million children are not receiving
the resources we promised.

If you look at other indicators like
what’s happened with rising college
costs and stagnant student aid, you see
the same picture. If you look at the
gap between the increased cost of at-
tendance at a four-year public college
and the maximum Pell grant, you see
that the gap has gone up and up and up
as the Pell Grant has remained effec-
tively flat. Every middle-income fam-
ily understands the explosion of the
costs of college and the 5.3 million chil-
dren who depend on the Pell grant have
been faced with this crisis. But earlier
this year, under the joint funding reso-
lution, Democrats increased the Pell
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grant for the first time since 2003. With
this budget, we’re going to build on
that, and for the first time in the last
5 years, we are going to extend a help-
ing hand to children who are talented,
who have been accepted into schools
and colleges of this country. Each year,
400,000 college ready students do not go
on to a four-year college. Families and
students need this kind of help and as-
sistance to make college a reality.

This budget is about children. It is
about education. It is about national
security. It is about our economy, and
it is about our ability to compete in a
global economy.

This budget will allow us to increase
the maximum Pell grant to at least
$4,600. It will also help us do even more
for struggling students and families.
We are going to continue our work to
cut the student loan interest rates. We
are going to cap student loan payments
at 15 percent of discretionary income.
And we are going to have a loan for-
giveness program for individuals in
public sector jobs. We want the middle
class and working families to know: If
you are concerned about the costs of
your children’s education, this budget
is going to provide help and assistance
to you. Make no mistake about it.

On another issue, health care, we
have also made enormous progress
through the years. Probably the most
dramatic, I believe, was the progress
made under President Lincoln at the
time that he made that magnificent
speech, saying we cannot lose sight of
our responsibilities to the widows and
the orphans of the Civil War.

And we began the process.

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

Mr. KENNEDY. So we started the
process toward taking care of those
who have served in our country. Then
we saw the need that we had after the
Second World War. We said we are not
going to have a whole generation that
brought us out of the Depression and
fought in the war live, effectively,
without any kind of health care cov-
erage. We had passed Social Security
in the 1930s. Then we passed the Medi-
care program in the 1960s.

In 1965, we started the community
health care centers program. Today
there are more than 16 million Ameri-
cans who get their health care through
that extraordinary program. In 1997,
this body, in a bipartisan way, passed
the CHIP program. We have seen the
remarkable growth, in terms of cov-
ering children. This is about children
of working families.

If you go up to 300 percent of poverty,
you are talking with a family of three,
about $49,800 a year. That is not an
enormous income. For families with
even one or two children, the cost of
health insurance is virtually out of
sight. In Massachusetts the children of
these families would be covered by the
CHIP program.

This program has been a remarkable
success—some 6 million children have
been included, but we know there are 9
million who are not.
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Under the President’s budget, these
red States on the map are the States
that would effectively have to drop
children in 2007. Down here in Georgia,
even my State of Massachusetts and
the State of Maine.

If we continue like that in 2008, look
at the growth of the number of States
that would be dropping hundreds of
thousands of children. If you continue
with the Republican budget, you vir-
tually emaciate that program in terms
of covering children.

But under this budget that is dif-
ferent. We are committed to making
sure that the children of this country
who don’t have health coverage will be
able to benefit. In this budget, $50 bil-
lion over b5 years is committed to mak-
ing sure that all of the children of
working families are going to be able
to get the health care coverage they
need. This means they are going to lis-
ten and learn when they go to school
because they will have had the health
care that they need.

This means they are going to grow up
strong and healthy. This is our com-
mitment to the children of this Nation.
It is our commitment to the children of
working families. We say this is a pri-
ority in this budget. We say children
are a priority, and we are committed to
making sure that the young children of
this Nation are going to grow up strong
and healthy, and we commit to them
that they are going to have the edu-
cational opportunity they need to be
successful.

That is the priority.

Anybody who watched this debate
this afternoon would say one side has
been talking about tax loopholes, talk-
ing about how this budget is going to
increase their taxes. We are talking
about a responsible budget that is
going to have children as its priority. I
hope when the time comes that it will
have the kind of broad support that it
deserves.

I withhold the remainder of my time.

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

Mr. GREGG. Madam President, be-
fore I yield to the Senator from Colo-
rado, I wanted to talk about the edu-
cation funding because it is important
for us to understand that this Presi-
dent increased the funding for edu-
cation more than any other in history
as a percentage and in total numbers: a
dramatic increase in funding for edu-
cation; IDEA is up dramatically; No
Child Left Behind funding, which was
originally title I funds prior to our
passing No Child Left Behind, up dra-
matically in the budget he sent up.

He increased those accounts one
more time by $1 billion for No Child
Left Behind. Granted, we cannot and
do not intend, and do not think it is
good, to outbid Senator KENNEDY on
issues of spending. We are not even
going to try. But the fact is, we have
made a very substantial commitment
to education funding under this Presi-
dency and a substantial commitment
to education generally.
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I want to talk about Pell grants be-
cause that is another area where we
have done dramatic work. Senator
KENNEDY says Pell grants have held
steady. Well, actually they have gone
up. In fact, because the President put
in place a program last year, which we
paid for, we now have Pell grants, if
you qualify for the Smart Program,
which deals with math and science edu-
cation, and you pursue those courses
that we think are important to our cul-
ture and we do not have enough people
pursuing, you can get Pell grants lit-
erally jumping up to $8,000 a year, a
significant expansion of the Pell Grant
Program.

We have heard in the press that we
cut funds—

Mr. KENNEDY. Will the Senator
yield on this point?

Mr. GREGG. I probably do not have
the time. Is it a quick question?

Mr. KENNEDY. Two quick questions,
but I will settle for one. Is it not a fact
that those who are eligible under that
program are less than 10 percent of all
of the Pell recipients?

Mr. GREGG. That is correct.

Mr. KENNEDY. I thank the Senator.

Mr. GREGG. The point being, if peo-
ple pursue courses which we think are
important in this country, we basically
double the amount of the Pell grant
they will get, which is a fairly signifi-
cant commitment to those individuals.

We have increased the Pell Grant
Programs generally also. But it started
to make sense to focus dramatic in-
creases in Pell grants on people and on
disciplines that we think are important
to our culture.

The second point is that we have
heard in the press and we have heard
from the other side this idea that we
cut education funding by $12 billion in
the reconciliation bill 2 years ago.
That is a total misstatement. That is
an outright—well, it is so incredible, it
rises to the “L” word. It truly is dis-
honest to make that statement.

What we did was we reduced lenders’
benefits under the student loan pro-
gram by almost $20 billion, and then we
took a big chunk of that money and
put it back into student aid. So we ac-
tually increased student aid by ap-
proximately $9 billion in that rec-
onciliation proposal. It was a signifi-
cant shift of funds from lenders to kids
who are going to school.

When I read in newspapers such as
the Wall Street Journal today, a re-
porter represented, which is basically
the dialogue, the line of the Demo-
cratic National Committee that we cut
student lending by $12 billion, it makes
me angry. I oversaw that. I was not
chairman of the committee. Senator
ENzI was totally committed to student
loans and oversaw this exercise.

What we did was the opposite. So the
dishonesty of the Democratic National
Committee in putting out that type of
information, and then the incom-
petence of the Wall Street Journal re-
porter for picking it up and saying that
we cut student loans by $12 billion is
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absurd on its face. They wrote what-
ever the Democratic National Com-
mittee handed them as a cheat sheet.

We cut lenders’ subsidies by $20 bil-
lion, put $9 billion into student loans.

I yield 15 minutes to the Senator
from Colorado.

The PRESIDING OFFICER. The Sen-
ator from Colorado.

Mr. ALLARD. Madam President, I
have been listening to this debate from
my office. I tell you, I have to agree
with the chairman of the Budget Com-
mittee. I joined him in voting against
this budget. But generally this is what
this budget does: we are back to the old
spend-and-tax ways and increases in
the debt.

This budget has an increase, over a
$900 billion tax increase. We have a
nondefense increase in spending of $146
billion. The President has already
come in with his budget with a 50-per-
cent increase in spending. Now on top
of this, this budget provides $146 bil-
lion.

Then we look at the debt figures. We
see that the debt is increasing by $2.2
trillion. This is unimaginable. If the
tax increase goes into place—and that
happens because there is no provision
in here to make the tax cuts that were
passed in the Republican Congress in
2001 and 2003 to make them perma-
nent—by default these taxes are going
to increase over $900 billion. That is
going to be the largest tax increase in
the history of this country.

I want to look at the $146 billion. I
think we need to pull up a spendometer
and talk a little bit about how much
spending there is, if you are already
starting at $146 billion—because you
are $146 billion above what the Presi-
dent’s budget proposal is—based on a
$50 billion increase.

So in addition to that, we are seeing
a tremendous growth in the deficit, in-
creasing by $440 billion. We see manda-
tory spending growing unchecked by
$411 billion, fiscal years 2008-2012. We
spend more than $1 trillion of the So-
cial Security surplus. Ultimately, what
we end up with is a growth in the debt
of over $2.2 trillion.

Now, we have heard those who are
supporting this budget and justify it
because they are going to tax the rich.
I think we ought to take a look at who
pays taxes in this country. You know
the top 1 percent of the wealthy pay 37
percent of the taxes. The top 5 percent
pay 57 percent of the taxes. So if you
are going to raise taxes, the only place
you can go is there.

If we look to the top 10 percent, there
is another 10 on top of that. You have
got 31 percent plus 37. We have 68 per-
cent of the taxes that are paid by the
top 11 percent of the taxpayers of this
country. So we have a very progressive
tax system.

The tax cuts that we put in place in
2003 really stimulated this economy. As
a result of those tax cuts, there is more
money available for local governments
to help pay for their programs. There is
more money available for the Federal
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Government. That is why it was so
easy for the majority party to put to-
gether this budget—because of the
large amount of revenues coming into
the Federal Government.

I attribute that to the fact that we
cut taxes for the working men and
women of this country, primarily those
who own their small business, by the
way, who put in more than 40 hours a
week. Many times they work 7 days a
week to keep those small businesses
operating, supporting their commu-
nities. That is where we really gen-
erate the revenue.

We are going to start talking about
how we are going to tax them now so
that they do not keep as much in their
own pocket. The reality of that is
going to be that we are going to de-
press our economic growth. We are
talking about increasing taxes on cor-
porations that do business all over the
world. Well, they are in a competitive
environment. They have to compete
with other countries. We cannot con-
strict our economy to strictly Amer-
ican borders. We have to extend beyond
that. If we really want to get our econ-
omy going, we are going to have to
talk about trade. We are going to have
to talk about doing business all over
the world.

We cannot expect it to grow and con-
strict it to the borders of this country.
That is what we are doing, in the tax
policy that we have heard from the
other side of the aisle.

The question always comes back to
all the spending that we have in this
bill, some $146 billion above the $50 bil-
lion increase that the President al-
ready put in place. Where are we going
to get the money to do that? The only
way that happens is when we do not act
on putting those tax cuts in place that
have served us so well to grow this
economy. They talk about closing the
tax gap.

We had testimony in committee, and
they thought that the reasonable
amount was $35 billion in collections as
a reasonable expectation over 5 years.
Yet on the other side, they insist it is
going to be much more, regardless of
what the IRS—the ones who would
know—said in our Budget Committee
hearings.

I think this is a budget that is going
to create problems for us down the
line. It is going to begin to create prob-
lems as soon as it is passed. It is going
to create spending problems. It is going
to create tax increases by default. We
are going to see the debt continue to
increase by $2.2 trillion.

Let’s look and see how individuals
are going to be impacted by this tax in-
crease that will happen in this budget
by default because we do not do any-
thing to keep them from expiring in
the outyears of this budget.

A family of four, earning $40,000 a
year—that is if the husband and wife
are both working and making $20,000
each—will face a tax increase of $2,052.
And we have 113 million taxpayers who
will see their taxes go up an average of
$2,216.
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Now, when we look at this a little
further, we see that over 5 million indi-
viduals and families who have seen
their income tax liabilities completely
eliminated will now have to pay taxes.
That is the new tax bracket that we
have created to provide tax relief for
many of those working families. So
that is going to expire. When that ex-
pires, that is going to impact 5 million
individuals and families who will again
have to pay taxes that they were al-
lowed to get by without paying so they
could pay for their educational costs
for their kids, so they could pay for
health care, and so they could pay for
the needs of the family—food and shel-
ter.

We are not talking about individuals
who are making a lot of money in this
case. Forty-five million families with
children will face an average increased
tax of $2,864; that is the marriage pen-
alty. Fifteen million elderly individ-
uals will pay an average tax increase of
$2,934. These are the people who are on
retirement. Twenty-seven million
small business owners will pay an aver-
age tax increase higher than any of the
groups that I mentioned of $4,712. That
is where our economic growth is gen-
erated.

If you want to see your economy
grow like we did, you target the small
business sector. Well, that is true in
Colorado; that is true nationally. I
think one of the things that stimulated
growth of the small business economy
more than anything else was the ex-
pense provisions that we put in place
so that small business owners could
write off over $100,000 a year, expense
them out in one year. They took that
money and they invested it. They in-
vested it in equipment they needed. If
they were a contractor, they went and
bought a Bobcat and a pickup and got
to work. If they were a farmer, they
bought a new harvester and got to
work. If they were a physician, they
got an x ray and had more work to do.
If they were a veterinarian, maybe
they bought some lab equipment and
had more work to do. So by targeting
the small business sector, we generated
all these jobs. It churned the economy.

I had an opportunity to visit with Dr.
Greenspan, former chairman of the
Fed. I said: One of the things that has
not been talked about much is how the
small businesses generated this econ-
omy. I think the expensing provisions
we put in there had a lot to do with
that. He said: I agree with you. I don’t
think that people really appreciate
what has happened because of the tax
cuts that were directed toward small
business.

There are many important items
that are not to be found in this par-
ticular legislation. There is no long-
term entitlement reform. There is no
permanent AMT relief, no permanent
tax relief at all with the tax cuts that
were put in place to stimulate the
economy. There is no funding for ongo-
ing war costs between 2009, no pro-
posals on reducing mandatory spending
or the debt.
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People of Colorado have asked me:
How is this likely to affect me? Let me
talk a little bit about how this could
affect taxpayers of the State of Colo-
rado. In Colorado, the impact of repeal-
ing the Republican tax relief would be
felt widely. For example, more than 1.6
million taxpayers Statewide who are
benefiting from a new lower 10-percent
bracket would now see their tax rates
go up; 590,000 married couples would
face higher tax rates because of an in-
crease in the marriage penalty; 432,000
families with children would pay more
taxes because the child tax credit
would expire; 310,000 investors, includ-
ing seniors, would pay more because of
an increase in the tax rate on capital
gains and dividends. Remember, sen-
iors who have retired have a lot at
stake when we talk about capital gains
taxes and dividends because they have
put their money many times in the
stock market. They have put it in in-
vestments. As retired individuals, they
are finding that they are beginning to
pull that out. The consequences are
that without that tax break, they
would not have been able to save as
much money toward their retirement.

To wrap this up, I wish to remind
people I will be keeping a spending ba-
rometer here. We are at $146 billion al-
ready over what the President pro-
posed. We are not off to a very good
start on this budget. We are going to
see it increase considerably before this
week is over.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER (Mr.
MENENDEZ). The clerk will call the roll.

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

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

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

Mr. GREGG. I yield the Senator such
time as I may still have remaining.

The PRESIDING OFFICER. The Sen-
ator is recognized for up to 12 minutes.

Mr. SESSIONS. Mr. President, budg-
ets are defining things. They tell the
country what direction we would like
to go, where we intend to take the
country, what kind of policies on tax-
ing and spending we have. There are
not many ways to hide it. There are
ways to attempt to hide it, but when
one looks at budgets carefully and
studies them, they can begin to see
what the priorities are of the majority
party, the party that has an obligation
to present a budget, as the Republicans
did for a number of years and now the
Democrats do. It reveals something
about their priorities, their direction,
where they want to go.

I believe this Nation is a nation con-
ceived in liberty. We believe in entre-
preneurship. We believe in freedom. We
believe in a smaller government and a
more vibrant private sector. That is
not like many of our European allies.
They are high-tax, high-regulation,
high-welfare states. We have many of
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those qualities and characteristics but
not nearly so much as they. We made a
conscious decision. That is not our her-
itage. That is not the way we go. I am
proud to say our Nation has had a far
greater growth rate consistently over
the years than the Europeans. Our un-
employment rate is well below the Eu-
ropeans. They continue to struggle.
They have government unions striking
all the time. They are trying to make
the government fix everything for
them.

When the government does every-
thing, then everything that is impor-
tant is decided by a bunch of politi-
cians. We are not capable of running
this economy. We are not capable of
running an automobile business, run-
ning a farm or any other kind of busi-
ness. That is not what we are capable
of doing. We let the private sector do
those things and let them compete and
let them see who can produce the best
widget at the lowest price with the
least defects. That is our heritage. I re-
sist the idea that we can continue to
increase regulations, increase taxes, in-
crease spending and make the Govern-
ment bigger and bigger and bigger and
the individual smaller and smaller and
smaller. Because when we take from
one to give to the Government for the
benefit of another, we diminish the
freedom of the first. We strengthen the
Government, and we diminish the
moral autonomy of the person who re-
ceived the benefit. This is a matter of
deep importance philosophically for us.
We ought to think it through at the be-
ginning.

Where are we today? When President
Bush took office—there is no need to
rehash everything—the Nasdaq stock
bubble had already burst. When he
took office, the Nasdaq had lost half its
value. When he took office, the last
month of the calendar year, this coun-
try had negative growth in GDP. The
first quarter President Bush inherited
a negative growth GDP. He inherited
from his predecessor an economy in se-
rious trouble. There is no doubt about
that. On top of that, we had 9/11, 9
months later. So the entire Nation was
in a state of shock. He had to make
some major decisions. Was he going to
start a tax-and-spend jobs program to
try to jump start the economy?

He made a commitment consistent
with our American heritage to reduce
taxes and to allow the private sector to
recapture itself, restabilize itself and
grow. It has worked to an extraor-
dinary degree. It is something of which
we should be proud. We have cut taxes
and now revenue is beginning to surge.

We had the 2003 tax cuts, the 2001 tax
cuts. In 2004, when the economy began
to hit its stride, we had an increase in
revenue to the Treasury of 5.5 percent.
That is a pretty good number. But the
next year, 2005, it hit a 14.6-percent in-
crease in revenue. Then the next year
it was almost 12 percent, 11.6. This year
they are projecting, based on the first
few months of the year, a 9.3-percent
increase in revenue. What I am talking
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about is not statistics. It is not some
survey. I am talking about actual dol-
lars going into the Federal till.

Is anybody paying taxes if they are
not making money? Are they volun-
tarily sending more money to Wash-
ington than they ought to send? No,
they are not doing that. The economy
is doing well. People are making
money. They are working more. They
are getting higher wages. They are
doing more overtime. Corporations are
making profits instead of having
losses. They are paying taxes. When
someone sells stock or an item, it has
appreciated in value, and he pays cap-
ital gains on it. Those are the things
that are working because we have the
economy moving.

I believe President Bush made a his-
toric, tough decision. We passed that
first tax cut in this body by a tie vote.
We had to bring in the Vice President
to break the tie. That side over there
that now has the majority opposed it
with every strength in their being. The
same was true with the next one in
2003.

I will offer a critical amendment on
taxes as this debate goes along. I wish
to continue the general trend of my re-
marks and the dangers that I fear are
exhibited here. When we pass a budget,
we pretend to pass a 5-year budget. We
pass one every year. So what does that
mean? If you pass a budget every year
and every year you pass a new 5-year
budget, it means the only budget year
that counts is the one you pass that
year. Our colleagues think that spend-
ing as a percentage of the gross domes-
tic product might go down in future
years. I hope it would. It should, based
on the strength of our economy. What
about the budget that counts? What
about the budget that counts, the one
that we are enacting as a part of this
process for 2008?

I will show my colleagues what this
budget does in terms of spending. In
terms of spending, it is going up, ac-
tual spending over the last decade.
This budget for 2008 before us today,
and which we are being asked to ratify,
has the highest percentage of GDP
being captured by the Federal Govern-
ment, by the Federal tax gendarmes of
anything we have had in a decade. This
budget, the one we are passing, the one
that counts, ups it. There is no doubt
about it. We can talk about future
years, and we hope they will be better.

How much time remains?

The PRESIDING OFFICER. The Sen-
ator has 3% minutes.

Mr. SESSIONS. I will close with one
more point. A number of years ago, I
understood this when the Republicans
did what I considered a budget gim-
mick of several billion dollars. I began
to count up how that added up. This
year this budget has about $18 billion
in spending over the President’s budg-
et, 2 billion of which is a gimmick. I
believe it is going to amount to ad-
vance funding and will be spent. I be-
lieve, without dispute, it is $18 billion
over the President’s budget. Somebody
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might say: This is a large economy.
What is $18 billion? That is what I used
to hear. I made up a chart that I call
“Every Billion Counts.”” A billion here,
a billion there, pretty soon it is real
money. Look at this chart.

They say: Well, we only jumped the
President by $18 billion. This is in the
discretionary accounts. This is the dis-
cretionary budget. They jump it just
$18 billion in 2008. But what happens to
that $18 billion? It goes into the base-
line of our Government spending.

It goes into the baseline of our Gov-
ernment spending. So next year, if you
try to remove that $18 billion, you
know what they will say. They will de-
scend on us in the halls, they will de-
scend on us in this body and say: You
are slashing the budget. You are cut-
ting the budget. You can never cut the
budget. So it goes into the baseline.

Let’s say we just continue at that
rate. Let’s say next year, they just do
another $18 billion. It is not $18 billion
going to the debt to our children and
grandchildren for them to carry
throughout their lifetime; it is $36 bil-
lion because you have already got an
$18 billion increase from the previous
year and then have $18 billion on top of
that. The next year, it is $36 billion
plus $18 billion, which is $564 billion.
The next year, it is $54 billion plus $18
billion, which is $72 billion. If you
carry it out 10 years, it is $180 billion
extra that year. Then, if you add all
that up, what do you come up with? An
increase in spending, on that pattern
alone, of $986 billion. That, I would say
to my colleagues, is the kind of indif-
ference to a billion here and a billion
there that gets us surging in our spend-
ing.

Finally, in our Budget Committee
hearing, I asked the committee staff
what the Consumer Price Index is,
what the inflation rate is. They told us
it is a little over 2 percent. Well, what
do we know? We know this budget is
going to increase spending in the non-
defense discretionary account over 6
percent—three times the cost of living.

They say: Well, a big part of this
surge in spending is the war. But we
have had a war for the last 4 years, and
spending has not gone up a whole lot
this year as compared to the last cou-
ple years in terms of the war. But what
we do know is the non-defense discre-
tionary spending in a time of war
ought to be at least contained some-
what. Shouldn’t we at least try to keep
it to the cost of living? Yet we are
going to come in with a budget about
three times that amount, maybe more
than three times the cost of living in
terms of a percentage increase in non-
defense spending.

So those are some concerns I have. I
believe we are on the road to taxing
and spending. I think this budget dem-
onstrates where our colleagues are
heading in the Senate. I am going to
resist it because we are moving to a
point where we will not be able to—Mr.
President, I ask unanimous consent to
speak 1 additional minute.
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The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. SESSIONS. Mr. President, I will
talk more later, but perhaps the most
important thing about this budget—
with the points of order that are set in
it and the fact that it is increasing
spending rather than reducing spend-
ing—it is going to block the extension
of extremely popular tax reductions
that have been in place for a number of
years. Then the taxes will go up on
families. It will go up for children. For
children, the tax credit will go down
from $1,000 to $500. The capital gains
rate—which actually raises revenues
when it is cut—will go up. Other taxes
will go back up, such as for dividend in-
come.

That is not the right direction for
America. This is not our heritage. We
need to contain the growth of spending
and not go back to higher taxes.

I thank the Chair and yield the floor.

The PRESIDING OFFICER. Who
yields time?

The Senator from New York.

Mr. SCHUMER. Mr. President, I ask
unanimous consent that I be given 5
minutes to speak as in morning busi-
ness and that the time to be charged on
our side.

The PRESIDING OFFICER. Is there
objection?

Mr. CONRAD. No objection.

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

FIRING OF U.S. ATTORNEYS

Mr. SCHUMER. Mr. President, I rise
to respond to the President’s remarks
he made about a half hour ago about
the problems we are facing with the fir-
ing of eight U.S. attorneys.

The President had a press conference,
basically, where he said he wanted to
cooperate and he wanted the informa-
tion to come out. That is good news be-
cause that is what we all want. This is
such a serious issue. The integrity of
the U.S. attorneys, the integrity of the
Justice Department has been hurt, and
we must restore it.

It is good to see the President under-
stands we have to do something, we
must restore integrity to what is the
foundation of this country, the rule of
law, without fear or favor. So when the
President began to speak, I felt quite
good. But when we learned of what he
has proposed, it can only be called very
disappointing because while he has
made an offer that appears to be coop-
erative, when you look at it closely—
you do not even have to look at it that
closely—the cooperation is minimal.

Let me show you why. The President
has said we could interview—his words,
we could interview—some of his high-
level staff. However, the interview will
be held in private, not in public. There
will be no oath or sworn testimony.
There will not even be a transcript.

The interview will be as if it occurred
in a darkened room, and then there is
no record of what happened. If at these
interviews the statement of, say, Karl
Rove or Harriet Miers contradicts
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statements given before, there is noth-
ing that can be done about it. We can-
not get to the bottom, we cannot get to
the truth. What is the objection to hav-
ing a transcript if there is nothing to
hide, nothing wrong with the tran-
script? What is the objection to an
oath? If there is nothing to hide and
everyone is telling the truth, there
should be no objection to an oath.
What is the objection to having this
discussion in public? Because if we
want to restore the integrity of the
U.S. Attorney’s Office and the Justice
Department, that cannot be done by
someone whispering to someone else in
a back and darkened room. It must be
done in public.

Any lawyer will tell you that the
offer made by the President is not
going to get the truth. No transcript,
no oath, no public testimony—what are
we hiding? The bottom line is, if the
President wants the truth to come out,
then he would have testimony given in
a far more full and open way. It seems
as if the President wants to appear to
be cooperative but not really cooper-
ate. So we will have to go back and
come up with a better plan because
this plan does not work.

The President has said he will give us
memos, but the only memos we will get
are memos we have already received,
with only a few exceptions because the
President has said any memos within
the White House are off limits. If Aide
A sends an e-mail to Counsel B, and it
says, ‘“‘Let’s fire U.S. Attorney C be-
cause they are doing an investigation
we don’t like, but find another jus-
tification, another reason,” and then
the counsel writes to the Justice De-
partment, ‘“We are firing that U.S. at-
torney because they are not working
hard enough on,” say, ‘“‘immigration
cases,” we will have no way to get at
the first memo, and the truth will not
come out.

So, Mr. President, give us all the
memos, not just some. Give us all the
memos related to this issue, not just
the ones that won’t help us with the
case.

Mr. President, I ask unanimous con-
sent for another 3 minutes, charged
against our side.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. SCHUMER. If we really want to
get to the bottom of this issue, there is
a much better way to do it—one with-
out politics, one without partisanship,
but one that gets at the truth—in pub-
lic, under oath, with a transcript, and
with all the memos being made public.

I think the President has an obliga-
tion to tell the American people why
he is against a transcript, why he is
against an oath, why he is against tes-
timony in public. If our mutual goal is
to get at the truth, there is no good
justification to not allow those things.

There is precedent. It is not unusual
for Presidential advisers to testify
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under oath in public before congres-
sional committees or subcommittees.
Take President Bush’s immediate pred-
ecessor, President Clinton. Advisers
who held the very same positions that
are now held by Karl Rove and Harriet
Miers in their time, and their deputies,
testified. Harold Ickes testified. Bruce
Lindsey testified. John Podesta testi-
fied. Beth Nolan testified. Those are
people who had the exact same posi-
tions as Karl Rove, Harriet Miers, and
their aides. They testified under oath,
in public, with a transcript. If it was
good enough for President Clinton and
previous Presidents and their aides,
why isn’t it good enough for this Presi-
dent? Why do we have to have a nar-
row, constricted standard that seems
almost designed not to bring out the
truth?

So the Judiciary Committee, under
the leadership of Senator LEAHY, will
follow this investigation where it
leads. We have an obligation far above
party, far above partisanship to our
country and its system of justice to get
to the bottom of this situation. We will
not be deterred. We will continue to
focus. And the truth will come out. We
owe it to the U.S. attorneys who were
dismissed for reasons that still have
not adequately been explained, with
their careers and reputations damaged.
We owe it to all the other U.S. attor-
neys who are now under a cloud be-
cause of what has been done. We owe it
to our system of justice.

Mr. President, please let us have a
full, complete investigation, not a lim-
ited one almost designed so the truth
does not come out.

I yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Texas.

Mr. CORNYN. Mr. President, I ask
unanimous consent to speak for up to 8
minutes as in morning business.

The PRESIDING OFFICER. Is there
objection?

Without objection, it is so ordered.

Mr. CORNYN. Mr. President, I guess,
listening to the comments of my dis-
tinguished colleague from New York,
we know this is about an effort to find
the truth and follow the facts wherever
they may lead, and I guess we should
all be satisfied that this has nothing to
do with politics, nothing to do with the
Democratic Senatorial Campaign Com-
mittee that he chairs, because he
wants us to believe this is about get-
ting the facts—although the President
today offered to produce his former
White House Counsel and his adviser,
Ms. Miers and Mr. Rove, for an inter-
view to provide information to the in-
vestigators, to the Senate Judiciary
Committee. But we have just been told
now that is unsatisfactory, that we will
not be able to get to the truth.

Well, I am as interested as anyone is,
as a member of the Senate Judiciary
Committee, as to what the facts are.
But let me tell you, while I have some
question as to all the information this
investigation might turn up, I am not
in doubt about this: President Clinton
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fired 93 U.S. attorneys appointed by his
predecessor, a Republican President,
and that was not about politics. This
President has replaced eight U.S. at-
torneys whom he himself appointed,
and that, for some reason, is supposed
to be all about politics, all about dirty
pool. Well, it just does not stack up.
The fact is, this President, just like
President Clinton, could replace U.S.
attorneys for no cause.

I think the real problem here—and I
do agree it has been mishandled—is the
suggestion that we somehow ought to
be demanding in the public domain
whether there are performance-related
reasons why these particular U.S. at-
torneys were replaced that caused
them to feel the necessity to defend
their reputation in the public arena.
Frankly, I do not think they should
have to be put to that sort of debate.
These distinguished lawyers ought to
be able to move on in their careers
with their reputations intact. But be-
cause of my colleague, the chairman of
the Democratic Senatorial Campaign
Committee, who is leading the charge
in this effort, it, I believe, undermines
what should be a legitimate inquiry
into the facts.

So I don’t think anybody should be
under any illusion of what the goal is
here. It is not to get the facts or else
the Senator from New York would have
accepted the offer and said: Sure, we
would be glad to talk to the witnesses
who have been subpoenaed and who
will appear from the Department of
Justice. We will be glad to hear what
Mr. Rove and Ms. Miers have to say.
We will be glad to look at the 3,000
pages of documents produced by the
Department of Justice yesterday, and
we would be glad to look at the other
documents that are being proffered by
the White House. Instead, he has al-
ready reached a verdict. He has already
concluded there is foul play regardless
of the facts and regardless of what this
information will yield. I think we
shouldn’t be under any illusion that
this is about politics. It is not about a
search for the truth.

Frankly, I think this Congress and
the Senate deserve better than that.
We deserve the ability to conduct an
inquiry to find out where the facts may
lead without this conflict of interest
the Senator from New York has. Sen-
ator SPECTER, the ranking member of
the Senate Judiciary Committee, has
pointed out that this calls into legiti-
mate question the whole basis for this
purported investigation, and while he
didn’t call on him to recuse himself, he
did suggest—and I think he is exactly
right—that it undermines the legit-
imacy of what should be an inquiry
into the facts.

I think it is appropriate to point out
to our colleagues that this sort of cam-
paign by the chairman of the Demo-
cratic Senatorial Campaign Com-
mittee, who is using this incident to
raise money on the Web site of the
Democratic Senatorial Campaign Com-
mittee, of ethics complaints filed
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against colleagues is inappropriate and
unworthy of this institution.

Mr. President, I yield the floor.

Ms. STABENOW. Mr. President, I
suggest the absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

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

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

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

Mr. SESSIONS. Mr. President, I wish
to take this opportunity to discuss the
matter I alluded to earlier that is a
very real concern of mine, which is
that the budget that is before us sets
us on a direction we should not go. It is
a major policy document. It states to
the whole Nation how our Democratic
colleagues, who now have the majority
in the body and who passed this budget
out of committee by a single vote ma-
jority or a party-line vote, as budgets
have been over the last several years—
that is not particularly unusual be-
cause there is a very real difference in
how we approach taxing and spending
in America between the parties that
are represented in this body. It has
been great to see Senator CONRAD and
Senator GREGG work on these issues.
They have done a great job of rep-
resenting their principal points of view
and they have shared their own ideas
and battled it out with respect and
collegiality. They are very capable
leaders of our Budget Committee.

AMENDMENT NO. 466

I wish to talk about this subject, and
I call up an amendment to S. Con. Res.
21 at this time, and I send it to the
desk.

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Alabama [Mr. SESSIONS],
for himself, Mr. DEMINT, Mr. GRAHAM, Mr.
ENzI, and Mr. CRAPO, proposes an amend-
ment numbered 466.

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

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

The amendment is as follows:
(Purpose: To exclude the extension of tax re-

lief provided in 2001 and 2003 from points of

order provided in the resolution and other
budget points of order)

At the end of title II, insert the following:
SEC. . EXCLUSION OF TAX RELIEF FROM

POINTS OF ORDER.

Sections 201, 202, 203, and 209 of this resolu-
tion and sections 302, 311(a)(2)(B), and 313 of
the Congressional Budget Act of 1974 shall
not apply to a bill, joint resolution, amend-
ment, motion, or conference report that
would provide for the extension of the tax re-
lief provided in the Economic Growth and
Tax Relief Reconciliation Act of 2001, the
Jobs and Growth Tax Relief Reconciliation
Act of 2003, and sections 101 and 102 of the
Tax Increase Prevention and Reconciliation
Act of 2005.

Mr. SESSIONS. Mr. President, our
colleagues tell us this budget does not
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raise taxes, and in a sense that is a le-
gitimate position for them to take, but
in reality, I suggest it is not. I would
note the budget we have before us now
assumes—assumes, see—$916 billion in
additional revenue over the next 5
years. Where do you get $916 billion? It
is about a half a trillion more than the
President assumed. What could gen-
erate $916 billion in additional revenue
except a tax increase?

The revenue levels in this budget
mirror those numbers prepared by the
Congressional Budget Office as part of
its budget baseline. The Congressional
Budget Office’s baseline assumes that
President Bush’s tax cuts will expire as
scheduled under current law, resulting
in $916 billion in tax increases. Why
does CBO assume they will expire and
will not be extended as we have for
nearly a decade? Well, that is what ac-
countants do. There is nothing in the
law that requires them to be extended,
so CBO makes an accounting decision
that they assume they will not be ex-
tended. The lower rates will not be ex-
tended. That means the rates will im-
mediately jump up in a series of impor-
tant taxes that affect the middle class
in America.

But Members of the Senate don’t
have to assume that. In fact, we ought
to assume they are extended, because
they are working. They are producing
more revenue, economic growth, low
unemployment. Alabama’s unemploy-
ment, my home State, hit 3.3 percent
last fall. Isn’t that fabulous? We had
the lowest drop in unemployment rate
on a percentage basis of any State in
the Nation in the last several years.

Simply put, the Democratic budget is
raising taxes by $916 billion by deciding
not to extend the existing tax cuts.
Tax rates will then go up and they will
receive more money. The $916 billion in
tax increases would become the largest
tax increase ever, dwarfing President
Clinton’s record $241 billion tax in-
crease in 1993. But our colleagues don’t
want to admit that today. They didn’t
want to admit that in committee when
we voted on it last week. They want to
have it both ways, if you want to know
the truth. They want to spend and not
take credit for raising taxes. So now
the Democrats say their budget in-
cludes a reserve fund that would some-
how allow for extensions of existing
tax credits without increases in taxes.
But this reserve fund is a mere vapor.
It is without any substance. It has no
funding in it that would allow for tax
cuts—it does not allow for the exten-
sion of these tax cuts that are in place
now and have been in place for years.
They would not be acceptable under
this reserve fund because they would
increase the deficit, of course. That is
what CBO will say.

It does not contain any money to pay
for the extension. In fact, the Joint
Committee on Taxation scores all tax
legislation statically, which I disagree
with, but that is what they do. It near-
ly always overestimates the amount of
lost revenue whenever you cut taxes,
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rather than scoring the cost to the
Treasury dynamically, which would
recognize that many tax cuts actually
increase growth and taxable activity,
and thus increase Federal revenue.
Good tax reductions will seldom fully
pay for the full cost they incur in the
short run, but usually they do help the
economy do better than otherwise
would be the case, and bring in more
revenues. So it is not a full dollar-for-
dollar cost like CBO scores. Thus,
spending would have to be reduced sub-
stantially to allow under some pay-go
idea any tax relief, including even ex-
tending the existing tax rates.

Let me ask: When did our colleagues
ever execute any spending reductions?
They have talked about it. They at-
tacked President Bush mercilessly for
spending, spending, spending, they
said. President Bush was a reckless
spender. He caused all this great def-
icit. He inherited an economy sinking
into recession. He inherited a war and
a 9/11 attack. He had to work from
those facts and work out of those facts.
So they have attacked him mercilessly
for his tax reduction policies, which I
noted a little earlier increased reve-
nues significantly in recent years.

But I will say this: Under the plan of
this budget, under the points of order,
one cannot continue those tax reduc-
tions without reducing spending the
amount that CBO says they cost the
Treasury. Now, how are we going to do
that? In fact, I will ask, when have our
Democratic colleagues ever proposed
reducing spending? Look at this budget
that is presented this year. It contains
virtually no spending cuts, $18 billion
in discretionary spending increases,
and not one dime saved in the entitle-
ment program. No reform whatsoever
in the massive entitlements which now
make up over 60 percent of spending in
this Government.

Our colleagues are not facing up to
that. Thus, I would say to my col-
leagues with confidence that the plan
is clear, their tactics are chosen, and
they will say they are not for raising
taxes today by this budget. They say
this budget does not raise taxes. But 1
say clearly that is only half true; not
much true at all. Because this budget
assumes—‘‘assumes’ $916 billion in new
revenue, new tax revenue. It assumes
we are going to receive $916 billion in
new revenue, and where can we figure
that? Well, those are the numbers that
come from CBO’s estimate, that is the
Congressional Budget Office which es-
timates these things—that is what CBO
estimates will occur if the existing tax
rates are not extended, but allowed to
jump back up again to a higher rate.

Second, they have created four new
budget points of order against extend-
ing the current tax rates. This means
that extending low tax rates will re-
quire not 50 votes but 60 votes, a super-
majority to do that. As I noted when
we passed these tax cuts in 2001 and
2003, the votes were razor thin. Now
that we have a Democratic majority—
not only that, now they have changed
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the vote total necessary to extend
these tax cuts to 60. How are we going
to get 60 votes? Well, under these tac-
tics and under the budget points of
order fine print contained in the budg-
et, these lower tax rates that are in ex-
istence today cannot be extended with-
out ‘‘paying for”’ them. How do you pay
for them? By cutting spending by the
amount CBO scores the loss in revenue.
This means reducing spending. The
thought that our Democratic majority
plans to reduce spending, even though
they talked about it this fall in the
campaign like they had an intention to
do so, the thought that they would
have plans to actually contain waste
and fraud and reduce spending is really
to step through the looking glass, I
have to tell you.

How can I say that? Oh, you are just
being critical, SESSIONS. You are just
being critical. Let’s look at the budget
to see what it says. The budget com-
pletely ignores President Bush’s re-
quest to terminate or reduce funding
for 141 programs that would save $12
billion in 2008 alone. It doesn’t touch
any of those programs.

Here is the Chief Executive of the
Government of the United States. He
recognizes that some of the programs
simply don’t work well. Out of the 1,000
in existence, he recommended a modest
141 be substantially reduced or termi-
nated. It would save $12 billion in 1
year. Over 5 years, that is $60 billion.
What do we see in this budget? Noth-
ing. Zero.

What about the entitlement pro-
grams? We are now at $1.5 trillion, $1.6
trillion in entitlements, which is about
$900-some-odd billion in discretionary
spending. The biggest amount of the
budget now is in entitlement, or man-
datory spending. We all know that. Did
our colleagues propose any steps to
contain the growth at over 6 percent a
year automatically of mandatory enti-
tlement spending? No. Zero. No cuts in
that. No reductions.

Well, there was a little reduction, but
they used that to go around and spend
it on some other entitlement program.
So the net was no reduction in the
growth of entitlements, not one step
toward making the entitlement pro-
grams more solid.

What else? We have to keep this be-
tween us all. It is a little bit of a se-
cret. But let me tell you what the
budget does. It doesn’t cut spending.
This budget increases spending by $18
billion in the discretionary account
above what President Bush asked for,
the man who was being accused by
Democratic candidates last year of
being a reckless spender. It increases
spending.

So you tell me, colleagues, what we
are dealing with. I would suggest that
elections have consequences; that de-
spite protestations of frugality and
criticisms of Bush spending, our Demo-
cratic friends have produced a budget
that will result in a $916 billion tax in-
crease and $986 billion spending in-
crease, just as I pointed out, with the
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$18 Dbillion spending increase over
President Bush’s proposals, as I men-
tioned earlier. It adds up over a period
of time, goes into the baseline, and
surges spending. That is why you have
to have restraint and show toughness
and responsibility. I will just say that
the leopard has not changed its spots.

When we look at it, as a budget, what
does it do to our sustained effort to
keep our economy vibrant, keep our
taxes low, and the growth going and re-
ducing unemployment? I submit that
what we have done in the budget is
that we have loosed forces that inevi-
tably will put us at a point in time
down the road, 1, 2, 3 years, when these
tax extensions can’t even be carried
out. When they can’t be extended any-
more, these lower tax rates are going
to have to go up because we are not
going to have a cut in spending. My
colleagues are not going to cut spend-
ing. They are going to increase spend-
ing. They are not going to cut spend-
ing.

How are we going to pay for these tax
cuts? How can we pay to extend the ex-
isting rates? They are going to con-
tinue spending. What is going to hap-
pen is the tax man is going to get deep-
er and deeper into the pockets of work-
ing American citizens. It includes the
marriage penalty, it includes the divi-
dend tax, the capital gains tax, and the
child tax credit, and others. So that is
the big deal we are dealing with.

I started thinking about this, and I
decided what this is, in my own little
mind. The way I figure it out, here is
the Budget Committee, our Democratic
Budget Committee. They passed a
budget. The budget, in my mind,
amounts to a torpedo heading toward
our vibrant, free economy. Our Demo-
cratic colleagues say: We haven’t sunk
the ship. We haven’t hit the ship. But
the torpedo has already been loosed. It
is going to hit the ship because that is
what the budget does.

Anyway, I just tell you that the
mechanism is at work, and I don’t
know how we can stop it if we pass this
budget. I do have a solution to it, how-
ever, and I will talk about that in just
a minute.

This is not an academic debate. We
are talking about real dollars for real
Americans if these tax cuts expire, the
lower rates that we have today, and
they go back up. The lowest income
families in America who pay taxes,
those earning less than $15,000 per year,
whose tax rates are covered by this
temporary extension, will see their tax
rates increase 33 percent. I think the
$1,000 current per-child tax credit is
one of the best things this Congress
ever did, and I campaigned on it in
1994. The $500-per-child credit worked
so good and was so popular that we
added another $500 per child as part of
the budget reconciliation process. That
is coming to an end. It needs to be ex-
tended. So it is going to drop from
$1,000 to $500.

The standard deduction for married
couples will be cut by $1,700 per year.
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That is $140 a month for a family. 45
million working families with two chil-
dren, if those tax reductions are not ex-
tended, will pay $3,000 more in taxes
per year, which is equivalent to a 5-per-
cent pay cut. And 15 million seniors
will see their taxes increase. This is re-
ality, and I am not going to go quietly
on it. We need to fight this with all the
strength that we have.

The four new points of order that are
in this budget make it almost impos-
sible to extend the existing tax cuts,
and they are the trouble here. We need
to confront those. I have offered an
amendment that will deal with it, and
I called it up on the floor just a minute
ago, but let me mention the four points
of order that are included in this budg-
et that make it dead certain, if we con-
tinue with those points of order, that
we are not going to be able to maintain
the current tax rates and that we will
see a substantial tax increase on all
Americans.

The so-called pay-go rule, which
states in part that the Senate cannot
consider any revenue legislation that
would increase the on-budget deficit in
the current fiscal or budget year, the
five fiscal years following the current
fiscal year, or the 5 years after that—
that is the pay-go rule. Basically, it
means you either have to raise taxes to
pay for tax extensions or you have to
cut spending, and we are not likely to
do the latter.

No. 2, a point of order against any
legislation that increases long-term
deficits.

Well, Joint Tax has already scored
these tax reductions as costing the
Treasury money. Even though money
to the Treasury is going up after we re-
duce taxes, they scored it as costing
the Treasury. Therefore, that point of
order would be sustained.

What does a point of order mean? It
means that you can object to extending
one of these tax cuts, and it would not
take a 50-vote majority to extend the
tax cut, or 51. It would take 60, a super-
majority, because we create a point of
order that allows for a larger vote to be
required.

No. 3, there is the so-called save-So-
cial-Security-first point of order. This
point of order prevents any new tax re-
lief or extension of existing tax relief
that would worsen the budget deficit
until the President has submitted and
the Congress has enacted a bill that
would ensure the long-term solvency of
Social Security.

The President tried to do that a cou-
ple of years ago. He received not a sin-
gle vote of support in this body. They
wouldn’t even discuss it. They said it
was dead on arrival. Senator GREGG
asked that we have in this budget some
plans to begin to reform our entitle-
ment programs, including Social Secu-
rity. What did our colleagues do in the
budget? Zero. Now they are going to
say: You can’t extend your tax cuts,
you can’t extend the current lower
rates of taxes until you fix Social Secu-
rity. Not only that, it says until the
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President has submitted, and the Con-
gress has enacted, a bill to fix Social
Security.

I certainly think we should do that,
but I have to tell you, in my view, I
think that is unlikely to occur no mat-
ter who is President, no matter how
this Congress is made up. We need to
do it, and I support it, and I am dis-
appointed we haven’t taken any steps
whatsoever in this budget to get there.

Finally, there is a point of order
against any reconciliation action that
would increase the deficit. Reconcili-
ation has been the mechanism that Re-
publicans have used to provide tax re-
lief to the American people. That is
how we got it through, by a 50-vote ma-
jority, as part of the budget reconcili-
ation process. These were narrow
votes. We barely got 51 votes. Under
this proposal, under this budget, it is
going to require 60 votes.

So if this budget goes through, the
four points of order will practically
guarantee that all of President Bush’s
tax cuts will expire. Out the window
will go the marriage penalty relief,
this penalty that we impose on people
who marry—how dumb is that, to tax
marriage? That is not a smart thing for
the Nation to do. We eliminated most
of that, but that will go out the win-
dow if we can’t extend that tax reduc-
tion, along with the $1,000-per-child tax
credit, the adoption tax credit, and the
estate tax repeal, along with the cap-
ital gains reduction.

When we cut capital gains taxes, we
didn’t lose $5 billion in revenue as CBO
said; revenues went up $133 billion.

It also will eliminate the dividend
tax deduction. So the 10-percent tax
bracket will disappear and marginal
rates will increase.

So each of these points of order re-
quire 60 votes, and it means that we are
facing a problem of a serious nature.
We will be drifting more toward the so-
cial European model of higher taxes,
higher spending, and higher regulation.
I do not believe that is what the Amer-
ican people want.

I know there is an idea that through
better enforcement against tax fraud
we can make up some of this money
and that we will increase tax revenue
by $100 billion. I wish that could be
done. I will support reasonable steps
and fair steps to enhance enforcement
of our tax laws. But I have to tell you,
I met last week with a group of county
commissioners from my State, and
their No. 1 complaint was that there is
some sort of Federal law that has been
passed to make them withhold taxes
when they pay anybody they deal with
so we can close some loophole. And
they contend, I don’t know how cor-
rectly, but they contend it costs more
to effectuate the Government’s plan
than it saves the Government in taxes.

The IRS Commissioner, however, tes-
tified before Congress that only $35 bil-
lion could be expected to be saved
through enhanced enforcement over 5
years.

I am a former Federal prosecutor, a
U.S. attorney. I prosecuted a number of
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tax fraud cases. I try to pay my taxes.
I do the best I can, and I tell you, I
think most Americans do. When some-
body cheats, they need to be chased
down and they need to be prosecuted.
It is not right for a rich person to
cheat on his taxes while the average
Joe is working hard and paying his
taxes. So I support that. I am just tell-
ing you, there is not a pot of gold out
there, as much as we would like to be-
lieve there is.

Our colleagues, in writing their budg-
et, just assumed we would get it. They
made their budget balance by assuming
that we would bring in $100 billion out
of tax enforcement. It begins to look
like smoke and mirrors, really. The
Commissioner says $35 billion is the
most we can get. Senator GRASSLEY,
former chairman of the Finance Com-
mittee, says we can’t get that much
money. It is not as easy as people say.

To prevent the largest tax increase in
history from occurring, just from not
having our existing tax rates extended,
I am offering an amendment today that
would not only exclude any extension
of the expiring tax relief from those
four new budget points of order but any
budget point of order that would
threaten that. If my amendment is
agreed to, it would therefore take 50
votes to extend the President’s current
tax breaks that we have passed here in
the body and not 60. If we do not do
that, the tax collector is going to be
jumping back into your pocket. He is
going to be taking a lot bigger chunk
out of what you make every week. We
have to look at the realities of it.

I would say once again, the way this
budget is constructed, based on the in-
creased spending our Democratic col-
leagues propose, we have through this
budget loosed a torpedo. How long it
takes to hit the ship I don’t know—1, 2,
3 years—but it is on the way and it is
going to get there and it is inevitable.
The bullet has already been launched.

I thank my colleagues on the Budget
Committee who worked hard—Senator
CONRAD and Senator JUDD GREGG. They
are both extremely capable. These ar-
guments I am making deal a great deal
with philosophy and direction, how we
see our Government, how big we want
it to be, how much we want it to take
from the private sector and the wealth
that great private sector generates—
how much of it we want it to take. I
am very troubled that we are headed
down the wrong road, that we are going
to increase taxes on middle America,
on corporate America, and the net re-
sult will be this surging economy may
be damaged and, in the long run, we
may not receive any tax revenue at all.

I yield the floor.

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

Mr. CONRAD. I thank the Senator
from Alabama. Senator SESSIONS is a
constructive member of the Budget
Committee. He and I have many dis-
agreements. We have spirited debates.
But I have high regard for the Senator
and have enjoyed his service on the
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Budget Committee. He has been, as I
said, a very constructive member
there.

Let me say I disagree with some of
the conclusions he has reached. I wish
to say to the Senator, I believe that
the revenue objectives we have set in
this budget resolution are entirely
achievable with no tax increase. I
would say to the Senator, the Presi-
dent, when he put out his budget, said
it would raise $14.8 trillion. My budget
says $156 trillion. That is a difference of
1.2 percent, and I believe that can be
accomplished by going after tax ha-
vens, tax gaps, tax scams that are oc-
curring. I do not think it is that dif-
ficult to do.

With that said, I very strongly resist
the amendment of the Senator from
Alabama to remove points of order
against additional spending or addi-
tional tax cuts. In this part of it, the
Senator is talking about additional tax
cuts. That guts pay-go. A central part
of the new budget discipline being pro-
posed in this budget resolution is to re-
assert pay-go. Pay-go says simply this:
New mandatory spending and tax cuts
must be offset or get 60 votes.

Mr. SESSIONS. Will the Senator
yield briefly for a question?

Mr. CONRAD. Yes, I am always
happy to yield to the Senator.

Mr. SESSIONS. I don’t think I made
it clear, and I think maybe the Senator
misspoke because I may have earlier.
This eliminating the point of order
would only be eliminating points of
order that are related—that could be
raised against existing tax relief. Not
any new tax cuts. These points of
order—I did not seek to change it in
that regard.

Mr. CONRAD. I appreciate that. My
argument still holds because the way
pay-go works, because the existing tax
cuts are sunset under current law, to
extend them, costs money. It has to
come from somewhere. Pay-go says you
have to pay for it. That is what we are
seeking to do. The amendment of the
Senator would gut that attempt.

What we are saying is to extend the
current tax cuts, you have to pay for
it. If you want new mandatory spend-
ing, you have to pay for it. Let me in-
dicate very quickly, under the current
GOP pay-go rule, the Republican pay-
go rule, it exempts all tax cuts and
mandatory increases that are assumed
in any budget resolution, no matter
how much they increase the deficits.

Our pay-go rule says all mandatory
spending and tax cuts that increase
deficits must be paid for or require 60
votes.

That is a budget discipline that
worked very well in the 1990s and we
need to restore it. One of the reasons
we have this, when we had strong pay-
go in effect, here is what happened to
the deficits. Each and every year they
were reduced until we actually went
into surplus and even, for 2 years, we
stopped using Social Security money
to pay bills around here. Then the
weakened pay-go rule went into effect
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right here and look what happened:
Right back in the deficit ditch big
time, record deficits, record increases
in debt. That is what we are trying to
avoid with these points of order, to
make it more difficult around here to
spend money on new mandatory pro-
grams, to have more tax cuts, new tax
cuts. The amendment of the Senator
would gut it.

Senator GREGG said this, in 2002:

As a practical matter you can get 60 votes
on the floor of the Senate fairly quickly for
most things that make sense.

Senator GREGG was absolutely right
back in 2002. But he had other things to
say as well. Back in 2002 he said this:

The second budget discipline, which is pay-
go, essentially says if you are going to add a
new entitlement program or you are going to
cut taxes during a period, especially of defi-
cits, you must offset that event so that it be-
comes a budget-neutral event that also
lapses.

He went on to say this:

If we do not do this, if we do not put back
in place caps and pay-go mechanisms, we
will have no budget discipline in this Con-
gress and, as a result, we will dramatically
aggravate the deficit which, of course, im-
pacts a lot of important issues but especially
impacts Social Security.

Senator GREGG was absolutely right
about that. That is why I think adopt-
ing the amendment of the Senator
from Alabama would be a serious mis-
take. Does the Senator from Michigan
request time to respond?

Ms. STABENOW. Yes.

Mr. CONRAD. I yield to the Senator
from Michigan.

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

Ms. STABENOW. Mr. President, the
comment I have, when we look at what
the Senator from Alabama is talking
about, he is basically saying that the
tax cuts that were passed, first of all,
were a good idea for most Americans
and that he wants to make it as dif-
ficult as possible to change that. So
when we look at what happened this
last year, if you have more than $1 mil-
lion that you earned in some way—un-
earned income or earned income—more
than $1 million, you received $118,477
from the President’s tax cuts last year.
So what this amendment would do is
say basically that they like this ratio.
The less you made last year, the less
you got. In fact, less than $100,000 in in-
come, a family making less than
$100,000 got $692. If you were willing to
run that out even further, you had a
lot of folks who maybe got $30, $40, $50
from this tax cut. So this locks in this
kind of a tax cut.

We don’t think this is fair. This
budget resolution changes the way we
look at tax cuts going forward and ba-
sically says we want tax cuts going to
middle-class Americans. We want tax
cuts going to the majority of Ameri-
cans who are working hard every day,
worried about their kids, who want to
be able to send them to college, want
to be able to have health care for them,
and want a job, a good-paying job in
America. These are the folks we are fo-
cusing on in this budget.
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There is no question about it. This
budget resolution is a new direction. It
is a new day. It is a new set of values
and priorities. The idea of saying, as
this amendment does, that we should
make it harder to change this, harder
to rearrange things here or to maybe
move some of those dollars over into
making sure kids can go to college or
making sure they have health care or
their folks have health care or making
sure we keep our promises to our vet-
erans—those are the priorities in our
budget.

Essentially, this amendment would
say, if we need to address our veterans
through adding dollars to make sure
they have the health care they need, if
we need to do more as we investigate
and see what is unfolding with Walter
Reed and other parts of the VA system
and so on, that it would take more
votes, it would take 60 votes to do
something that would help our vet-
erans but it would only take 50 votes to
be able to continue this kind of a tax
cut, this kind of a structure.

We reject that. We reject that set of
values and priorities. They have been
in place for 6 years, and I believe the
American people have rejected those
priorities with the changes in majority
and the change in leadership that was
made and that has begun as of Janu-
ary. What we have is a different ap-
proach.

First of all, as our distinguished
budget chairman has said, we do want
to say for new spending—whether it is
tax cuts or other kinds of spending—we
do want, overall, to make it a little
tougher by having a 60-vote require-
ment because we want to make sure we
are paying attention to lowering the
deficit and moving in the other direc-
tion, to stop this spending using Social
Security that has been going on for
years and years.

But also in our budget, within that
context, we have changed the priorities
on the spending. We have said let’s be
fiscally responsible on any new manda-
tory spending, any new tax cuts, and
require that people come together in a
bipartisan way. It is a conscious
choice, a supermajority vote. But we
have also said we are going to increase
the budget in education.

Earlier we heard from colleagues
talking about all the new money that
has been put into education under this
President. The fact is that if you in-
clude this President’s budget for next
year, the Leave No Child Behind legis-
lation is underfunded by over $70 bil-
lion. We put more dollars into edu-
cation because we know it is about op-
portunity for our kids, it is about eco-
nomic competitiveness, it is about cre-
ating opportunity—to dream  big
dreams and go as far as you can in the
greatest country in the world—and
that we have to focus on education.

Our budget does that. Our budget
also says that part of what we need to
do is invest in children’s health care.
For working families, those folks
whose minimum wage we raised who do

CONGRESSIONAL RECORD — SENATE

not have health insurance with their
job, who are working one job, two jobs,
three jobs, to try to make ends meet,
we think they ought not have to go to
bed worried about whether their kids
are going to get sick; with a prayer at
night saying: Please, God, don’t let my
kids get sick.

The SCHIP program is about making
sure we support those working fami-
lies, and we made a commitment in
this budget to say we want every child
from that working family—every child
who does not have insurance to be able
to receive insurance. This budget keeps
its commitment to its veterans. This
budget provides real middle-class tax
cuts.

Not what is on this chart. I am not
interested in adding. Can you imagine,
$118,000-plus is the tax cut for last
yvear? That is more than the average
person in Michigan or anywhere in this
country makes in a year. That is more
than they make in a year.

We say we need a different kind of
tax cut. For the folks who are making
less than $118,000 a year, for the folks
who are working hard every day, we
want to change this picture. This
amendment would basically say: The
current tax cuts that are in place are
great, we want to make it harder to
change them. They keep in place some-
thing that frankly has been so unfair
to middle-class Americans.

All over Michigan, when you talk to
folks about tax cuts, most people say
to me: What tax cuts? What are you
talking about? I did not get a tax cut.
You mean that tax cut that went into
place in 2001?

You don’t remember getting that big
tax cut? Most people never saw that
tax cut. That is why if you earned
more than half a million dollars last
year, you saw it, $21,000 worth. If you
earned more than $1 million last year,
you got over $118,000 in tax cuts.

We need a new direction. That is
what this budget resolution is about, a
new direction for the country that
says: It is about everybody. It is about
everybody who works hard every day,
who gets up in the morning, does their
best knowing they are going to be able
to share in tax cuts.

But they are also going to be able to
share in a community, in an edu-
cational system that works for the
kids, being able to send them to col-
lege; that they are going to be able to
share in the great health care we have
in this country. We have got the great-
est health care in the world. We have
got 50 million people with no health in-
surance.

We spend twice as much money as
any other country in the Western
Hemisphere on our health care cov-
erage. We are saying: We can do this
better. We can do this differently so
that American families reap the ben-
efit of working hard and know that the
future of this country is available to
them for the great things about this
country, the health care system, access
to college, good schools are available
to them.
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Then we go further and we say: We
want to make sure you have enough
police officers on the streets and fire-
fighters and that local communities
can take care of water and sewer needs
and other issues and protect the envi-
ronment; in Michigan, it is the Great
Lakes and our air, to be able to breathe
the air, and on and on.

There is a set of things that we are
committed to doing. The good thing is
all that domestic spending we have
talked about, that $18 billion in in-
creased spending, 17 percent of the en-
tire budget, only 17 percent of the en-
tire budget, our investments that we
are talking about for the people of this
country.

Let me also say again, when we talk
about differences and where dollars go,
$10 billion, $10 billion a year is needed
to make sure every kid in this country
has health care. That is what we are
spending in 1 month in Irag—1 month
in Iraq worth of funding to fund every
child in America with health care cov-
erage.

We believe we need to be doing that.
In fact, the entire increase in invest-
ments in the future for this country’s
health care, science, education, pro-
tecting the environment, law enforce-
ment, all of it adds up to less than 2
months’ spending in Iraq.

What this amendment would say is
we are going to make it very hard to do
any other kind of investments for the
American people, American families,
but we are going to make it easy to ex-
tend this kind of tax cut for people
earning over $1 million a year.

I hope we will say no. I hope we will
say yes to the budget resolution. We
are bringing back fiscal responsibility
and stopping digging so the hole does
not get any bigger and we can get out
of it. We are redirecting the priorities
of this country to reflect what the ma-
jority of Americans want to see happen
for the future of this country and for
the future of kids.

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

Mr. GREGG. Mr. President, I under-
stand now that Senator CORNYN is
going to offer an amendment. We have
a unanimous consent agreement which
would put him in order. So I yield to
Senator CORNYN for the purposes of of-
fering an amendment.

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

AMENDMENT NO. 477

Mr. CORNYN. Mr. President, I send
an amendment to the desk and ask for
its immediate consideration.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

The Senator from Texas [Mr. CORNYN], for
himself, Mr. GREGG, Mr. GRAHAM, Mr.
BUNNING, Mr. MCcCAIN, Mr. ALLARD, Mr.
CRAPO, and Mr. DEMINT, proposes an amend-
ment numbered 477.

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

The PRESIDING OFFICER. Without
objection, it is so ordered.
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The amendment is as follows:
(Purpose: To provide for a budget point of

order against legislation that increases in-

come taxes on taxpayers, including hard-

working middle-income families, entre-

preneurs, and college students)

At the end of title II, insert the following:

SEC. . POINT OF ORDER AGAINST LEGISLA-
TION THAT RAISES INCOME TAX
RATES.

(a) IN GENERAL.—It shall not be in order in
the Senate to consider any bill, resolution,
amendment, amendment between Houses,
motion, or conference report that includes a
Federal income tax rate increase. In this
subsection, the term ‘‘Federal income tax
rate increase’” means any amendment to sub-
section (a), (b), (¢), (d), or (e) of section 1, or
to section 11(b) or 55(b), of the Internal Rev-
enue Code of 1986, that imposes a new per-
centage as a rate of tax and thereby in-
creases the amount of tax imposed by any
such section.

(b) SUPERMAJORITY WAIVER AND APPEAL.—

(1) WAIVER.—This section may be waived or
suspended in the Senate only by an affirma-
tive vote of three-fifths of the Members, duly
chosen and sworn.

(2) APPEAL.—An affirmative vote of three-
fifths of the Members of the Senate, duly
chosen and sworn, shall be required in the
Senate to sustain an appeal of the ruling of
the Chair on a point of order raised under
this section.

Mr. CORNYN. Mr. President, my
amendment creates a 60-vote point of
order against any legislation that
raises income taxes on taxpayers. Now,
I have served on the Budget Com-
mittee, and we have had discussions
during the course of marking up this
budget resolution in the committee.

The chairman tells me it is not his
intention for this budget to reflect a
tax rate increase. I say good for him
and good for us if that, in fact, is true.
The problem is that this budget, over
the next 5 years, contemplates a $146
billion increase in discretionary spend-
ing. That money has to come from
somewhere.

Unfortunately, during the commit-
tee’s debate on this budget, I offered
this amendment, but it was opposed. I
am told the chairman may have some
different views today after additional
clarification and explanation. We will
see.

But let me make sure it is clear that
this amendment will not hinder our ef-
forts to shut down and close illegal tax
shelters or perceived loopholes in the
IRS Code. This amendment deals with
the tax tables contained in the 1040
form that the IRS annually sends to
every taxpayer. It will not—let me be
clear—it will not hinder efforts to re-
form or overhaul the Tax Code. Any
tax simplification effort will need bi-
partisan support in the Senate, and if
it is revenue neutral, I am confident it
will be forthcoming.

Rather, this point of order is an in-
surance policy when Congress decides
to look at the pocketbook of taxpayers
for even more revenue instead of look-
ing for ways to eliminate Government
waste, fraud, and abuse. The former
Chief Justice, John Marshall, said:

The power to tax is the power to destroy.

The power to tax is the most power-
ful tool Congress has at its disposal,
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and my amendment puts it in a place
where it will be a safeguard that will
protect the pocketbooks of middle-
class families, college students, and en-
trepreneurs. Some of my colleagues on
the other side of the aisle are advo-
cating that we pull the rug out from
our economy and roll back the Presi-
dent’s tax relief or simply let it expire
on its own. That is the last thing we
should do to protect growth policies of
this Government that have helped this
economy perform well.

Similar to millions of Americans out
there, I am very optimistic about
where we are headed. Frankly, I am
surprised that our numbers, the good
numbers that are reported almost
weekly and monthly have not made
more headlines because we have one of
the strongest economies of any indus-
trialized country in the world despite
the present-day challenges we experi-
ence.

The economy’s performance speaks
to its resiliency and its strength. We
can and we should take pride in this
economy’s performance and look for
optimism toward the future. Earlier
this month, the Labor Department re-
ported that almost 100,000 new payroll
jobs were created in February and that
the unemployment rate remains at a
historic low, about 4%z percent.

The progrowth policies we have been
working and living under have given
rise to 21 straight quarters of growth
and 7.6 million new jobs over the past
42 consecutive months—a tremendous
accomplishment and a trend we must
work to continue as we face significant
fiscal challenges ahead. As we move
forward, the last thing we need to con-
sider is reversing the policies that have
helped bring about this well-per-
forming economy. We need to continue
to generate more revenue, not by rais-
ing tax rates but by allowing this econ-
omy to create those revenues which are
unprecedented in our Nation’s history,
as we allow more Americans to keep
more of their hard-earned money.

In fact, I think we should go a step
further and make the President’s
progrowth tax relief permanent, be-
cause if we don’t, we will not only jeop-
ardize future economic growth but also
the financial well-being of millions of
Americans—families, small business
owners, seniors, all will face higher tax
bills beginning in 2011.

Not making this tax relief permanent
will result in an increase in taxes to
every American taxpayer. For example,
a family of four with two children
making $50,000 in annual income would
see an increase of $2,092 in its tax bills
or a 132-percent hike.

The chairman of the Budget Com-
mittee argues that his budget does not
raise rates to the American taxpayer,
and I am hopeful that is the case.
Frankly, there is no way the chairman
can guarantee this policy assumption
will remain, short of my amendment. I
see this amendment as an insurance
policy when Congress decides to look
at the pocketbooks of the American
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taxpayers for more revenue, which
would contemplate applying the brakes
on the economy instead of eliminating
Government waste, fraud, and abuse.

I have had conversations with the
distinguished chairman of the Budget
Committee. He has indicated to me
that perhaps there are some questions
he has about the import or the impact
of this amendment. I would be glad to
respond to any questions he may have.

Mr. CONRAD. I thank the Senator
from Texas very much. Senator
CORNYN is another member of the
Budget Committee whom I always look
forward to working with and hearing
his views; sometimes we agree, some-
times we do not.

But with Senator CORNYN, it is al-
ways done in a collegial and profes-
sional manner, and I appreciate the at-
titude he brings to the committee.

I have three questions I wish to ask
Senator CORNYN with respect to this
amendment. First, would it be the Sen-
ator’s intent, in any way, that this
amendment would preclude a corpora-
tion or an individual from paying more
if we were to close down certain off-
shore tax havens?

Mr. CORNYN. Mr. President, I would
answer the Senator’s question by say-
ing it would not. The import and the
effect of this amendment would be to
prevent an increase in the rate of taxes
but not to close loopholes on those who
are not paying taxes or not their fair
share of taxes.

Mr. CONRAD. I have one question re-
lated to tax havens, one to tax loop-
holes, and one to tax gap. So my under-
standing, from the answer to the first
question—which went to the question
of tax havens—is that offshore tax ha-
vens that certain companies and indi-
viduals have been setting up in order to
avoid the U.S. taxes, you have no in-
tent in this amendment to preclude us
from collecting more revenue from
those who were engaged in those prac-
tices?

Mr. CORNYN. Mr. President, that is
correct.

Mr. CONRAD. The second question
would be with respect to the tax gap.
Obviously, we have some who are not
paying what they legitimately owe
under the current Code. I assume it
would be the Senator’s position that
his amendment would not preclude us
from collecting more revenue from
companies or individuals who are not
now paying what they legitimately owe
under the current law.

Mr. CORNYN. Mr. President, the
Senator is also correct. This would not
affect collecting taxes from what peo-
ple are not paying that they do legiti-
mately owe now.

Mr. CONRAD. Final question goes to
this more nuanced question of basi-
cally tax scams, circumstances such as
the one I have described earlier today
in which U.S. companies and investors
are buying foreign assets—for example,
sewer systems or public facilities such
as commuter rail or other foreign as-
sets—depreciating them on the books
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here for tax purposes, and then engag-
ing in lease back of those assets to the
communities that paid for them in the
first place. Would it be correct to as-
sume there is nothing in this amend-
ment that would preclude us from
shutting down those abusive tax shel-
ters?

Mr. CORNYN. Mr. President, I say to
the distinguished chairman of the
Budget Committee, there is nothing in
this amendment that would preclude
the action he described.

Mr. CONRAD. I say to the Senator,
based on his answers to me, I would be
willing to accept the Senator’s amend-
ment. Would the Senator be willing to
accept a voice vote on the amendment?

Mr. CORNYN. Mr. President, I say to
the distinguished chairman of the
Budget Committee, my concern is that
amendments that are accepted or
taken by voice vote are sometimes
looked upon by the conferees as having
less dignity and likely not to make it
out of the conference committee as
compared to amendments on which
there is actually a rollcall vote. It
would be my preference to ask for the
yeas and nays and to have a rollcall
vote. We can stack it along with other
votes we will be having. I don’t think it
will delay the work of the chairman or
the ranking member. That is my pref-
erence.

Mr. CONRAD. Let me say, the Sen-
ator has that right. I don’t think we
need to belabor this point. I have re-
ceived answers to the questions I had.
The Senator has been very forthcoming
with respect to his answers.

Mr. CORNYN. Mr. President, I ask
for the yeas and nays on the amend-
ment.

The PRESIDING OFFICER. Is there a
sufficient second?

There appears to be a sufficient sec-
ond.

The yeas and nays were ordered.

Mr. CORNYN. I thank the Chair and
the distinguished chairman and rank-
ing member of the Budget Committee
for their courtesy.

The PRESIDING OFFICER. The ma-
jority leader is recognized.

Mr. REID. Mr. President, I apologize
to both Senators. I wanted to say that
tomorrow night, unless there is some-
thing changed, we will be in session
until 1 a.m. Thursday morning. Unless
we work something out on the time on
this by yielding back time, the next
night—that is, Thursday night—we will
be in all night. That is the only way
the time can be used up. If that hap-
pens, our time will be gone at 1:30, ap-
proximately, on Friday morning. That
is when the vote-arama would start.
We have no two men who are more ex-
perienced than these two managers.
This is a difficult bill. Hopefully, we
can work something out to yield back
part of the time. If we can’t, we have to
do that because we have to have final
passage or a final vote on this matter
sometime Friday. That is where we
are. The vote-arama could take us into
Saturday. But to get to Friday at 1:30
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is going to take all night tomorrow
night, all night Thursday night, until 1
o’clock Friday morning.

The PRESIDING OFFICER (Ms.
STABENOW). The Senator from North
Dakota.

Mr. CONRAD. Madam President, I
ask unanimous consent that no other
amendments be in order today; that on
Wednesday, when the Senate resumes
the budget resolution, there be 42 hours
remaining equally divided; that on
Wednesday, the first amendment be of-
fered by a Republican Senator, and the
intention is that be Senator ENSIGN,
and that the next amendment be one
offered by the majority leader or his
designee; further, that no rollcall votes
occur prior to 5 p.m. Wednesday and
that the first vote in the sequence be
the amendment offered by the majority
leader or his designee.

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

Mr. CONRAD. Madam President, for
the information of the Senate, I would
like to announce that during the vote
sequence, if Republicans have an alter-
native to the first Democratic amend-
ment, then it would be voted after the
Democratic amendment, and we expect
that other amendments will be offered
and debated Wednesday prior to 5 p.m.
So there are expected to be a series of
votes at that time. We expect that they
will be voted in an alternating fashion;
that is, going back and forth between
the two parties.

Mr. GREGG. This has been worked
out. This is an appropriate way to pro-
ceed, and it makes significant progress.
I would hope that tomorrow evening
when we start this vote, we will have
more than these amendments lined up.
In fact, I hope we have five or six other
ones to vote on so we would have quite
a series of votes at 5 o’clock tomorrow
night. That will get us on course.

Mr. CONRAD. It is entirely appro-
priate to say to our colleagues, to put
them on notice, that we intend to have
a series of votes after 5 o’clock, not
limited to these. The other amend-
ments we are going to try to get
through as quickly and as fairly as we
can tomorrow so that we reduce what
is left over for vote-arama.

Mr. GREGG. If I may add, reserving
the right to object, tonight, if people
wish to come down and speak on the
resolution, this is a good time to do it.

Mr. CONRAD. This is an excellent
time to speak on the resolution, but
there will be no further amendments in
order, nor votes.

The PRESIDING OFFICER. The con-
sent had been granted.

Mr. CONRAD. We appreciate that. I
appreciate very much the cooperation
of Senator GREGG in setting up this se-
ries of votes tomorrow tonight.

We have the Senator from Ohio. How
much time would the Senator like?

Mr. BROWN. No more than 5 min-
utes.

Mr. CONRAD. I yield 5 minutes to
the Senator from Ohio. We are de-
lighted he is here to talk about the
budget.
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The PRESIDING OFFICER. The Sen-
ator from Ohio.

Mr. BROWN. Madam President, for
too long policies set in Washington
have failed to represent the values of
families throughout our Nation. The
last 6 years, the President has used his
State of the Union Address to assert
his administration’s commitment to
economic development, to quality edu-
cation, to enhanced national security,
and to other worthwhile goals. For the
last 6 years, he has presented a budget
that cuts funding, that cripples com-
munities, that devastates families. His
administration talks about the impor-
tance of economic development, then
they propose cuts to small business and
to manufacturing programs. His ad-
ministration talks about the impor-
tance of education, then year after
year they dramatically underfund No
Child Left Behind. The administration
talks about the importance of home-
land security, then they cut critical
first responder funding, all the while
continuing to push for more tax breaks
for billionaires.

Budgets, as we know, are moral docu-
ments, for a business, for a family, and
for a government. Budgets reveal what
is important and what is not. They re-
veal priorities. Over the last 6 years,
the Federal budget has strayed further
and further away from the priorities of
the people we represent. This budget is
an opportunity to reverse course.

Members of Congress serve at the
pleasure of those who elected us to of-
fice. We are supposed to serve on their
behalf. Families across Ohio, families
across the Nation made their priorities
well known last November. They want
a budget that helps to educate our chil-
dren, invests in our communities, and
secures our Nation. They want a budg-
et that supports our military overseas
and our first responders at home and
our veterans and our soldiers and sail-
ors when they return. They want a
budget that values our Nation’s vet-
erans, bolsters the public health, and
makes a meaningful, not a token, in-
vestment in alternative energy.

Congress has hard work to do in the
months and years ahead. Six years ago,
we had a budget surplus. Now we have
deficits as far as the eye can see. We
must realign our budget priorities and
our policymaking to reflect the prior-
ities of working families. This budget
takes us in a new direction, guided by
our constituents’ priorities.

Say no to the Sessions amendment.
Say yes to the budget resolution. It is
a new direction. It is the right one.

I yield the floor and suggest the ab-
sence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative clerk proceeded to
call the roll.

Ms. STABENOW. I ask unanimous
consent that the order for the quorum
call be rescinded.

The PRESIDING OFFICER (Mr.
BRrROWN). Without objection, it is so or-
dered. Does the Senator from North
Dakota yield time?
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Mr. CONRAD. I am always happy to
yield time to the Senator from Michi-
gan.

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

Ms. STABENOW. Mr. President, I
know our budget leaders are working
diligently as they put together what
will be happening on amendments. I
thought I would take a moment to
summarize again what it is that we are
proposing in this budget resolution.
Let me again commend our leader,
Senator CONRAD, the very distin-
guished Senator from North Dakota,
for his incredible job of putting to-
gether a very complicated budget with
many pieces. He has worked very hard.
His staff has worked very hard. I thank
them for that, as well as the distin-
guished former chairman, current
ranking member, the Senator from
New Hampshire, who is also a real
pleasure to work with. Even though we
disagree on many philosophical points,
it is a pleasure working with him. I ap-
preciate all of his hard work and the
hard work of his staff.

What we are looking at for the next
year and for basically the 5 years of the
budget resolution is a return to fiscal
responsibility; in other words, we think
it is time that we stop digging the hole
and start filling in so we can climb out
of it. In other words, we think it is
time to start paying the bills and not
spending more than we have, which is
what every family in America has to
wrestle with every day. They expect us
to make the tough choices to do the
same things. This budget does that.

This budget also puts middle-class
families first. We start by addressing
all that we know families are con-
cerned about. It is a new direction for
America. It is a new time.

We have seen in the last 6 years an
effort to put the privileged few first—
whether that was tax cuts, whether
that was other kinds of investments, or
a lack of fiscal responsibility, a real
borrow-and-spend mentality.

We now are saying it is time for a
new direction. I think the people of
America said in November it is time
for a new direction. They elected a new
majority, and it is our job, it is our re-
sponsibility now to fulfill that.

That is what this budget resolution
does. It reflects a very different set of
values and priorities. We do return to
fiscal discipline. In fact, by year 5—by
year 5—we are back in the black, which
is extraordinary given the fact that in
the Clinton years, in the 1990s, we did
all the hard work of getting it into bal-
ance. I remember being in the House
with the distinguished Presiding Offi-
cer, the Senator from Ohio. We were in
the House together. It was a very tough
time to make tough decisions to bal-
ance the budget. The first year I was in
the House, we did that in 1997. Then we
began to see surpluses. We did that
with a very balanced approach. We did
that with tax cuts to stimulate the
economy, but it was for middle-class
families and small businesses and those

CONGRESSIONAL RECORD — SENATE

who were creating jobs in America. We
did it by strategic investments. We did
it by strategic investments in edu-
cation, innovation, science, technology
development, and investing in health
care.

That is when the first children’s
health care program was developed, to
provide health care for children of
working families who do not have
health insurance connected to their
job. We did it by making some very
tough decisions that put Social Secu-
rity first and stopped using that trust
fund as a way to fund other things. As
a result of some tough decisions and
some smart investments, by 2001, when
I had the privilege of coming to the
Senate representing Michigan and sit-
ting on the Senate Budget Committee,
we had the largest budget surplus in
the history of the country—$5.7 tril-
lion. I could live on that—$5.7 trillion.

We had, then, choices. What do you
do with that? After all that hard work,
what do you do with that?

I remember the now distinguished
chairman of the Budget Committee,
the Senator from North Dakota, sug-
gesting what I believed was a very wise
plan at the time. He said: We need to
be balanced, as we have been, as we
were in the 1990s, in getting us to this
point. We need to do strategic tax cuts,
again to stimulate the economy. Those
kinds of tax cuts create jobs in Amer-
ica, innovation. Then we need to have
strategic investments in our people, in
science, in health care, in education,
having the opportunity for people to be
able to afford to go to college.

Let’s make sure our communities are
safe by having enough police officers
on the streets. Let’s do those things
that protect our air and our water and
our land and invest in the quality of
life of America. So let’s do that for
one-third; tax cuts for one-third. And
then we know we baby boomers are
coming. We know the concern about
Social Security. So let’s take a third of
all that surplus and put it aside, put it
into prefunding the gap we know is
coming.

That was the current chairman’s
plan. I thought that was a good plan. I
supported it. We were in the minority,
and we were not successful in passing
that plan. I believe if we had, we would
not be debating the gap in Social Secu-
rity as we are now, and we would not
be talking about digging ourselves out
of a hole that has been created, because
instead of that balanced approach that
every family would take trying to bal-
ance out multiple needs—and how do
we make sure we are smart, how do we
be strategic, how do we create opportu-
nities, and so on—instead of doing
that, virtually all of it was put into a
tax cut that resulted last year in peo-
ple who earn over $1 million—just in
2006—getting an over $118,000 tax cut,
which was more than most people in
Michigan make in a year.

So that was done. Then it left us no
rainy day fund, no ability to respond to
emergencies. Then the war happened.
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We essentially put it on a credit card.
Other things were passed that were es-
sentially put on a credit card. We
racked up—I should not say ‘“‘we;”’ I did
not support those things—the largest
deficit in the history of the country.

Now there is a new majority, and we
have inherited all of the things that
happened before. I heard tonight col-
leagues on the other side of the aisle
talking about all these problems in the
budget. Boy, do we agree. Unfortu-
nately, we did not create those prob-
lems. We have inherited those prob-
lems over the last 6 years. But we know
it is our responsibility to do something
about it. That is what this budget does.
This budget is an effort to be respon-
sible, to do what every American wants
us to do to get our arms around this
deficit, to do those things that will re-
quire tough choices, the right choices.

We say if there are going to be fur-
ther tax cuts or mandatory spending in
the future, you should have to think
long and hard, and we should have to
get 60 votes or a supermajority to do
that because we want to make it a fis-
cally responsible budget.

But we also understand part of being
responsible is responding to what is
happening to every—almost every—
American family across this country.
Earlier today, I heard the distinguished
ranking member on the Budget Com-
mittee talk about how great things
are, how great things are going. Well,
they are not going great for a majority
of Americans in this country who have
seen their real wages, their earning
power go down since 2000, not up. For
others it may be going up. Corporate
profits are going up. The S&P 500 is
going up. But for everybody working
hard every day, trying to make ends
meet for their family, their wages on
average are going down.

This budget addresses that issue.
This budget focuses on middle-income
families and those working very hard
to get into the middle class who are
saying: What about me? When is some-
body going to stop what is going on and
focus on the majority of Americans and
what we need to grow the economy, our
quality of life, and to make sure our
families have what they need, who are
working hard every day? That is what
this budget addresses, those people who
are, in fact, the majority of the people.

So we do it in a number of ways. We
do it by investing in education. When
you look at the President’s budget for
this year, and you add up past years,
there is over a $70 billion shortfall in
Leave No Child Behind. We are leaving
a lot of kids behind. There was a com-
mitment made to raise standards, and
at the same time to give resources to
schools, and it is $70 billion short as of
this date with this President’s budget.

We put more money into education.
We do not think that is good enough. I
was at an education hearing today, and
some very good points were made. In
fact, our chairman, the distinguished
Senator from Montana, told a story at
the beginning of the hearing about Rip
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Van Winkle waking up and seeing all
these changes in the world, but he fi-
nally could feel comfort because the
school looked the same.

My kids graduated from college not
long ago, but not too long ago high
school. One of the things that consist-
ently has caused me great concern is
that the schools they went to look dan-
gerously like the schools I went to. Yet
we carry around personal computers.
Every single one of us operates with
computers. We have computers right
here in the Senate Chamber. Yet we do
not have one on the desk for every
child in America. So we are leaving
kids behind in a lot of different ways.
We say in our budget resolution, that
is not OK. We want to turn that
around. So we put dollars back. We
stopped the cuts the President has, and
we invest more dollars in education
and innovation.

Then we say if you are working hard
and you are trying to make ends meet,
and you are working in a job that does
not have health insurance for your
family, you ought to be able to know
that when you go to bed at night your
kids have health care and you can do
something about it if they get sick.
That is what we do by making a com-
mitment to fully fund what is called
SCHIP, the Children’s Health Insur-
ance Program. This is something that
is available to working families. Low-
income families are able to receive
Medicaid. These are families who are
working hard, families whose min-
imum wage we raised not long ago. So
maybe they only have to work two jobs
now instead of three to make ends
meet, but they still do not have health
insurance. We make a commitment to
provide that health insurance for every
child of a working family.

That is a very important value. It is
a very important principle. I hope we
are going to come together with strong
bipartisan support to be able to do
that.

We also then keep our promise to our
veterans. We all know what has hap-
pened at Walter Reed. We know also
there are other very serious system
problems. In my State of Michigan,
people wait too long to see a doctor.
They drive too far to get basic kinds of
tests, blood drawn, or x rays. We need
to do a better job for our veterans. We
need, frankly, to get them out of the
yearly budget process and put them
into a situation where they know their
funding is assured.

Our budget, for the first time ever, 1
assume——certainly for the first time
since I have been here; and I have
asked others, and I think it is the first
time ever—we have in the budget the
amount recommended by the inde-
pendent budget which is organized by
all the veterans groups. The veterans
groups have come together. They ana-
lyze the VA health system and other
needs and recommend to us what is
needed.

For the first time, our budget for vet-
erans health care and other critical
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needs matches what they are recom-
mending. This is very important. We
are making veterans—our men and
women who are coming home from
wars, who put on a veteran’s cap, who
may have tremendous hardships, phys-
ical challenges, mental challenges, fi-
nancial challenges from being extended
more than once—and with serious
issues for families—we make veterans
a top priority and say we are going to
keep our promise to our veterans. That
is an integral part of our budget resolu-
tion.

Then we go back to what we have al-
ways been about. The other side will
say: Well, we are for tax increases. No.
No. We just want to see the folks who
are working hard, who are the majority
of Americans, get the tax cut. I am not
interested in another tax cut for some-
body who makes over $1 million a year,
who got $118,000 back in a tax cut last
year. I want somebody making $118,000
a year to get a tax cut. We start by
saying the alternative minimum tax,
which is creeping up and hitting mid-
dle-income people, should be changed
so it does not become the alternative
middle class tax. We are very focused
on making sure the other parts of the
Tax Code that are important to fami-
lies remain in place and that we, in
fact, are giving middle-class tax cuts.

Then we take a look at all of the ef-
forts to deinvest, to defund that the
President recommended in education,
cutting the COPS Program again, fire-
fighter grants, various kinds of tech-
nology programs, environmental pro-
grams in Michigan, and I know in Ohio
as well. The manufacturing extension
partnership is important for small and
medium-sized businesses to be able to
help them receive technical assistance,
to be able to compete in the global
economy, to be able to hire more peo-
ple. We have restored the funding for
that. We address other technology pro-
grams. So we also reject the Presi-
dent’s efforts to move away from crit-
ical areas of priority and need of the
American people.

So there are a lot of other pieces in
this budget, but these basically, over-
all, are the important priorities that
we have placed in the budget that say
to the American people: We care about
you. We want to put you and your fam-
ily first. We Lknow that you are
squeezed on all sides. If you are from
Michigan and losing your job or being
asked to take less in your job or pay
more for your health care or lose your
pension, it is time to fix that. It is
time to make you a priority.

That is what this budget does. It
makes the people who work hard every
day, who make this country run—the
middle class, the people working hard
every day to get into that middle class,
who keep the economic engine of this
country going—it makes them the pri-
ority. That is what this is all about. It
is about whose interests are going to be
represented in this budget.

I am very proud of the fact we are
representing the interests of the major-
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ity of Americans, the folks who are
working hard and seeing the gas prices
go up along with the oil company prof-
its, who are seeing their health care
costs go up, maybe losing their pen-
sion, seeing the cost of college go up
for their kids. Everything is going up
and up and up and up. Those are the
folks whose pockets we want to put
money back into. That is where we
want the tax cuts to go. That is where
we want the tax cuts to go. That is
where we want the investments in the
future to go. That is what this budget
resolution does.

I am very proud of the fact that we
return fiscal discipline and we put mid-
dle-class families first. It is about
time.

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.

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

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

MORNING BUSINESS

Ms. STABENOW. Mr. President, I ask
unanimous consent that there now be a
period of morning business, with Sen-
ators permitted to speak therein for up
to 10 minutes each.

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

—————

RETIREMENT OF GENERAL JOHN
ABIZAID

Mr. REID. Mr. President, last Friday
GEN John Abizaid handed over the job
of Commander of the U.S. Central Com-
mand to ADM William J. Fallon and of-
ficially entered retired life, a civilian
citizen for the first time in more than
30 years.

General Abizaid entered the U.S.
Army as a second lieutenant after
graduating from West Point in 1973.
General Abizaid is among the elite of
the Army’s infantry commanders—an
Airborne Ranger. Over his time in the
military, he led paratroopers in several
key units of the 82nd Airborne Divi-
sion, including the 504th Parachute In-
fantry Regiment and the 325th Air-
borne. In command of a Ranger Rifle
Company, he was one of the first com-
manders on the ground during the in-
vasion of Grenada. He deployed to
Kurdistan during the first gulf crisis,
was Commandant of West Point, Divi-
sion Commander of the Big Red One,
Deputy Commander of Central Com-
mand during Operation Iraqi Freedom,
and took over as Commander of Cen-
tral Command in 2003.

What most has distinguished General
Abizaid is his combined ability as both
a warrior and as one of our Nation’s
great strategic thinkers regarding the
Middle East. He knows and under-
stands the Middle East and its stra-
tegic implications for American secu-
rity. As a young officer, John Abizaid
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