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worked as farm editor and editorial writer
at The CourierJournal in Louisville, Ky.,
from 1948 to 1959, inclyding a term as presi-
dent of the Newspaper Farm Editors of
America. The period also included an effort
t0 form a local unit of The Newspaper
Guild. “It was an abortive effort, and it
didn't make things very good for us.”.

In 1958, he was named by the Ford Foun-
dation as a Fund for Adult Education
PFellow to help improve understanding of ag-
riculture in the metropolitan media. He
then worked for a year as editor of The
Dalily Plainsman in Huron, 8.D., before his
move to Mempms. Here he worked as a copy
editor, assistant city editor, part-time
rial writer and columnist before he became
a full-time editorial writer in 1967.

In 1977, as Pood and Farm cotummist and
editorial wﬂter for The Commercial Appeal,
he received the prestigious J. 8. Russell
Award from the Newspaper Farm Editors of
Amerfea. The memorial award, named for a
former farm editor of the Des Moines Regis-

ter and Tribune and late cofounder of the -

organization, honored him for excellence as
& journalist who had writtén farm news and
agricultural commentary throughout his
career.

Without once becoming a drunken bum,
Kieck says he “wouldm’t have missed the
newspaper business for anything.” And it is
& matter of pride for him that newspapers
“do things better than they used to.”

Part of the reason is his own role in it. E.
B. Blackburn, former assistant managing
editor of The Commercial Appeal and now
managing editor of the Rocky Mountain
News in Denver, was surprised by news of
Kieck’s retirement only long enough to re-
spond: “He can’t do that. That's a little like
the Rock of Gibraltar retiring.”

CONCLUSION OF MORNING
BUSINESS

The PRESIDING OFFICER. Is

. there further morning business? If

not, morning business is closed.

RECESS UNTIL 2 P.M.

The PRESIDING QFFICER. Under
the previous order, the Senate will
now stand in recess until 3 p.m. today.

Thereupon, at 12 noon, the Senate
recessed until 2 p.m.; whereupon, the

y
Senate reassembled when called to ...

order by the Presiding Officer (Mr.
LUGAR).

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The PRESIDING OFFICER. The
clerk will report the unﬂn!shed busi-
ness.

The assistant legislative clerk read
as follows:

A bill (H.R. 1900) to assure the solvency of
the Social Security Trust Funds, to reform
the medicare reimbursement of hospitals, to
extend the Federal supplemental compensa-
tion program, and for other purposes.

The Senate resumed consideration
of the bill.

DOLE AMENDMENT NO. §33 TO MELCHER
AMENDMENT NO. 531, AS MODIFIED

Mr. DOLE., 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.

. think M
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Mr. HUMPHREY. Mr. President, I
ask unanimous consent that the order
for the quorum call be rescin

The PRESIDING omcm With-
out objection, it is so ordered.

Mr. HUMPHREY. Mr. President, 1
want to read into the Recorp portions
of a brief letter that came to my otﬂce
on the subject of soehl security. I

embers are well advised to
consider the effect of this so-called
social security upon those who pay the
social security taxes as well as those

edito- Who are on the recelving end of social

security benefits.
If the Congress chooses to continue

to raise social security taxes year after

year, as has been the case in the last
decade, unwittingly we shall create a
generauonmmvolvlnzabmemess

that will be terribly destructive to
social progress. . .
In that context, Mr. President, I will

false names for those in the letter.
'n:elebter!sundated.butlthure-

Maine would have been glad to hear you
don't intend to reduce his social security
benefits. I on the other hand am sick' and

creased.

As you and your fellow Senator well
the most polttically powerful group In this
country is the senior citizen. This is a gen-
eration that was never taxed by the Federal,
State, or local government the way you
freely tax us, their children. You tax us to
support & generation that controls 80% of
the wealth in this country. You tax us to
mpportt;&:enenuon that owns more real
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income has barely kept pace, or actually
fallen behind, rising prices in order to sus-
tain a rate of benefit increase for those
whose benefits have increased much faster
than the cost of Hving in recent years.

Mr. President, I conclude by urging
my colleagues to give careful consider-
ation to the tax ralsing aspects of this

. Idonotknowwherethebrea.klng

point is, but I am convinced that we
are getting very close to it if this letter
and others like it, aithough not quite
as Intemperate, that I have recelved
are any indication.

Mr. President, I suggest the ubsenoe
of a quorum.

The PRESIDING OFFICER. The
clerk will call the roil.

The assistant legislative clerk pro-:
ceeded $0 call the roll.

Mr. DOLE. Mr. President, I ask
unanimous consent that the order for
the quorum call be reecinded.

The PRESIDING OFFICER. wnh-
out objection, it is 80 ordered.

The Senator from Kansas.

Mr. DOLE. Mr. President, let the

y Senator from Kansas indicate that it

is atill my

dent, dated March 22, 1983, be printe.
in the Recorp at this point.
There being no objection, the state

Until a few days ago, !t ;ppeared that an
omnibus bill to make Bocial Security solvent
and extend supplemental unemployment
beneﬂtswmﬂdbee-udthhmk.!would
have gladly signed thvs vital measure to re-
Hleve legitimate werries about the economic
security of so many.

Now, however, a selfish spectal interest

make absolutely clear that an unrelated
rider amendment—based on a campaign of
distortion and designed to prove that the
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banks and other financial institutions can
still have their own way in Washington—
has no place in the bill pending before the

te.

We should not accept an amendment de-
signed to prevent the collection of taxes
that are already owed on interest and divi-
dends—even if the financial institutions find
it inconvenient.

‘This morning I have strongly urged the
leadership of the Senate to take whatever
steps may be needed to free the economic
security bill from this blatant attempt at
legislative hostage taking. The Social Secu-
rity and unemployment insurance lifeline
that extends to millions of Americans across
the breadth and width of our land cannot be
‘permitted to be severed by the obstruction-
ist tactics of a Washington lobby and its
Congressional friends. As I said last week, it
would be far better if the bankers spent less
time lobbying and more timé lowering inter-
est rates.

Mr. DOLE. Mr. President, I do not
think anyone would quarrel with
lower interest rates. That leads me to
the pending amendment. It requires
the banks to lower their prime interest
rate to 8-percent interest, to qualify
for a 6-month delay in withholding. In
addition to qualify for the new money
market accounts you would not have
to have $2,500, but you could get into
the money market accounts with $500.
That merely puts the focus where it
belongs, on people, rather than bank-

ers. .

I would hope if we could dispose of
the Melcher amendment either with
adoption of the second-degree amend-
ment or with some other parliamen-
tary procedure, that we could finish
the social security bill today. That
may be somewhat optimistic. The Sen-
ator from Kansas has no idea how we
are going to dispose of the Melcher
amendment.

As I looked over the amendments on
social security, there are only about
four or five that would require rolicall
votes and there 18 a strong desire by
the President of the United States, by
the House leadership which already
passed the social security bill, and by
the Senate leadership, at least on this
side, to try to pass the social security
bill and go to conference and pass the
:oinn:erenee report by Thursday eve-

In order to do that, we have a lot of
work to do.

Mr. President, I would think within
the next few minutes there would be
some move made to resolve the im-
passe. In the meantime, I suggest the
absence of a quorum.

The PRESIDING OFFICER. The
clerk will call the roll. _

'lIl'he bill clerk proceeded to call the
roll.

Mr. MELCHER. Mr. President, I ask
unanimous consent that the order for
the quorum eall be rescinded.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. MELCHER. Mr. President, if we.
want to move on to social security and’

do just as the Senator requested, with
prompt consideration of my amend-
ment and other amendments without
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too many rolicalls, we can do that just
any time we vote on this issue, -

This is not a game we are playing
here, to offer an amendment that does
not get voted upon. I guess I could
vote to table the chairman’s amend-
ment, but I hesitate to do that to the
chairman of the Finance Committee. I
Just hate to do that. We could suggest
that that amendment be voted upon
with a voice vote and be dispensed
with. We could suggest that, instead of

a point of order against my
amendment, we vote on a motion to
wailve the budget rules the
amendment, pass it, and get on.

Are we to be lambasted here, those
of us who feel very seriously, very ob-
Jectively, and very sincerely that this
is & provizion that ought to be passed
by the and ought to be
signed into law by the President so
that the Senate can reconsider what,
in my judgment, and probably in the
judgment of other Senators, was very
poor tax policy in the Tax Act of 1982,

‘last summer?

. It the House does not like my
amendment, they are going to knock it
off. But the House must like it or the
Senator from Kansas would not

ese people who write in
should not be glibly described as if
they do not know what they are talk-
ing about, that they are just respond-
ing to what a banker told them to do

This is the first time 1 have ever written
to & Member of Congress, but I want to
write to you about this because we think
this is too much. We are already paying all
of our taxes and here is another withhold-
ing tax on savings. The IRS is going to
remove a portion of the interest due to us as

Here is a typical letter on that very
point:
I have never written an elected official in

rent laws requiring the reporting of interest
income are burdensome enough to one’s sav-
ings institution but they alone should be

and withholding from savings accounts
seems like a relatively painless way to insure
that the inflow of tax revenue is smooth
and uninterrupted. However, the approach
taken by this new withholding law in effect
punishes those who are helping to finance
new jobs and capital construction by reduc-
ing the amount of return they can receive,

8 3577

having 10 percent of their savings removed
and given to the Government.

It goes on to say that they object to
it and hope that something will be
done. ’

That is a letter “writ by hand.” That
does not seem to me to be something
generated at the request of a bank, or
the request of a savings and loan, or,
for that matter, a credit union. For
those of us who take this position that
something should be done about it, I
do not think it serves any good pur-
pose simply to say: “Well, this has
been caused by the bankers lobby.”
Personally, I have néver found a bank-
ers lobby that had influence with very
many Senators to hold up a process
here for consideration of something
that they dearly want.

I have observed, over my time in
Washington, both in the House and
the Senate, that when people really
Zero in on a point that they think they
are being abused on, they do get the
attention of Congress, both the House
and the Senate. In this instance, I
know it has captured my attention. It
has captured, I think, the attention of
the vast majority of the Senate. It is
because these people write to us, or
call us, or buttonhole us, or get us on
the telephone and say this is just too
much, .

I am particularly sympathetic to the
elderly who write in and say they
depend upon their savings, the inter-
est from their savings, for part of their
monthly bills, But I would have to say
that I am also very sympathetic to the
ordinary wage earner who hss with-
holding out of his paycheck and knows
that he is paying all that is due. I am
advised by the Treasury Department
that 75 percent of those taxpayers pay
more than is due and at the end of the
year get a refund. 8o I think it is ap-
parent to that group, when they know
that on withholding they are paying a
little bit more than they should, it is
particularly objectionsble to them
when they find out that there is going
to be money withheld on their savings
accounts from the interest that is due
them. I can well understand their frus-
tration. They are saying: “If you are

. after cheaters, why do you not zero in

on them?”

As a matter of fact, in discussion
with members of the Committee on Fi-
nance during the past couple of days,
it has been brought to my attention
that, even though this provision was
locked into the 1982 tax law very
quickly, without hearings, some of the
members of the Committee on Fi-
nance, after the fact of its getting into
the bill, went to the Treasury Depart-
ment and said: “Tell us where you be-
lieve there are taxpayers escaping
paying their just taxes, their lawful
taxes on interest from savings and
dividends.” They were told that it was
impossible or their questions almost
disregarded, shoved aside, and the
Treasury Department said: “We really
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can’t identify all of those and this pro-
cedure will help it.”

When they were asked why the 1099
form, that form that every savings in-
stitution, or every insurance company,
or other such institution must send
out to all of the recipients of interest
income, or dividend income, was not
matched up with the 1040 form, it was
very brusquely explained to them that
it was not possible, :

I think it is perfectly logical to re-
spond to the constituents who are tax-
payers and who are saying that this
particular provision in law should be
either repealed or delayed, either re-
pealed or modified so that it is really
zeroing in on those people who escape
paying their taxes, rather than bur-
dening everybody. As this constituent
letter that I read stated, while it may
seem a relatively painless way of se-
curing more revenue that is needed for
the Government, why must it become
a burden on all, and particularly take
away some of the interest income or
dividend income from those who use it
during the course of the year to pay
their bills?

Yes, Mr. President, we can get on
with this social security bill any time.
We can certainly show some progress
around here by getting this amend-
ment in shape to pass and get on with
the rest of the amendments; send this
bill over to the House and, if the
House is s0 inclined to agree with the
amendment, fine. Then we send it to
the President and, we hope, and I am
confident that, on balance, he is going
to sign it. )

The question of taxation is a matter
between the taxpayers and Congress
primarily. I think this was a bad move
last summer, this particular provision.
That is my judgment. I would have to
say that, based on the letters I have
received, it is the judgment of the ma-
jority of my constituents that it was a
bad move. But I think what is ex-
tremely important in this issue and
should not be ignored, or forgotten, or
shoved aside is that taxpayers are very
concerned about the methods of
paying taxes that involve them direct-

ly.

I am going to repeat that, Mr. Presi-
dent. Taxpayers are resigned to having
to pay taxes. Who wants them?
Nobody wants them. But they are re-
signed to paying them. They know
that Congress must pass tax laws that
will raise a sufficient amount of reve-
nue. But taxpayers feel strongly about
the method of collection of taxes from
_ them and resent undue, uneeded hard-
ship imposed on them. :

I said yesterday in offering the
amendment that, while I realize that
passage of this amendment would
mean $1.1 billion less in this fiscal
year for the Treasury, my best judg-
ment is that it is still a very reason-
able amendment because we can now
have time to review better ways of col-
lecting the revenue and, if it is the
judgment of the majority of the
Senate after revenue that this is still
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zgetbest way, we shall go along with
at.

I doubt that that will be the case
and we shall find a better way. But it
is this particular method of collection
that is being objected to by taxpayers.

It is a method that imposes on them
an unnecessary withholding if they al-
ready pay all the taxes due. The IRS
says that is 97 percent-plus of all tax-
payers. They are not fools, these
people who write to us. They do not
take pen in hand or pencil in hand and
write these letters with the idea that
they are somehow being duped or
being conned by one of the savings in-
stitutions. They are writing to us be-
cause they are taxpayers and they
think this matter is important.

What they are really saying is that
the method of collection of sufficient
revenue has not been properly exam-
ined and this one must be a very costly
method of collecting revenue.

Why would they say that? First,
they know there is some cost to the
savings institution where they draw
their interest from their savings ac-
count. They know that. They under-
stand that. And they know who is
going to pay that. They are going to
pay it. They are going to get less in in-
terest because that savings institution
has some cost in collecting the tax;
and they know they are going to get
less in interest if their practice is to let
their interest income accrue to the
principal rather than withdrawing it
upon payment. If they do withdraw
their interest income for living ex-
penses many resent having the 10-per-
cent tax withheld.

If the interest accrues and allowed
to compound, as many of them do, at
least a portion of it, they know that
the early collection of taxes will take
some of the money due them on that
compounded principal which would
generate more interest payments for
them.

But they also believe that this is just
added paperwork and that, after all,
the form 1099, which reports all the
interest income, should be adequate;
that if something else needs to be
done to close the gap for those who
are not paying the taxes they should
pay on interest income, then there
should be other methods of collecting
that, without involving them. It is in
their judgment a poor method of col-
lecting taxes, because they are already
paying their full taxes.

So, first of all, although my amend-
ment would decrease revenue for this
fiscal year by $1.1 billion, which is 0.6
percent of what is projected as a
budget deficit, less than 1 percent, I
strongly feel that we must find a
better way and collect the money and
make up the revenue that would be
lost. I think that is what our constitu-
ents are writing to us about.

That is far removed from just a
simple attaching & banking label to
any Senator who dares offer an
amendment to either repeal it or to
delay the implementation of it, in

<
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order to look at the method again and
reconsider it. Labeling that attempt as
just something that represents the
banking lobby is not doing justice to
the issue involved.

Mr. President, I do want to make
progress. I see the chairman of the
Budget Committee on the floor now,
and I should like to expedite proceed-
ings. The chairman of the Budget
Committee desires to make a point of
order against my amendment as being
outside the budget waiver on the bill.
To expedite that, I move, under sec-
tion 904(b), to waive the relevant sec-
tion contained in titles III and IV of
the Budget Act.

The PRESIDING OFFICER. The
motion is debatable.

Mr. MELCHER. Mr. President, while
the chairman of the Budget Commit-
tee is getting ready to discuss this
matter, I point out that, for all the
reasons we have been citing for the
consideration of this amendment to
delay -interest withholding and _recog-
nizing that it would deplete revenue
by $1.1 billion for the remainder of
this fiscal year and possibly close to
$300 million for the first quarter of
the succeeding fiscal year, I believe it
is still obvious that there is a strong
feeling throughout the country that
this matter should be reviewed, thor-
oughly thought out, and possibly
modified to make it a better method
for the collection of taxes.

Mr. DOLE. Mr. President, I am sorry
that I had to leave the Chamber brief-
ly.

Again I say to the Senator from
Montana that he is debating the issue,
and I commend him for it. He has indi-
cated many times what I consider to
be accurate statements concerning
whether you like withholding or not.
He has fairly said many times that it
is a collection procedure, not a tax;
and that debate, or course, is helpful.

Before the 8Senator from New
Mexico speaks, I just want to say that
the unemployment implications in this
bill are significant. Without going
through all the States, if we do not
take action this week, it is going to
affect about 28,000 people in Alabama,
6,000 in Alaska, 209,000 in California,
14,000 in Colorado, 46,000 in Florida,
48,000 in Massachusetts, 92,000 in
Michigan, 89,000 in Illinois, 57,000 in
Indiana, 131,000 in New York, 78,000
in Ohio, 99,000 in Pennsylvania, 58,000
in .Texas, 38,000 in Wisconsin, and
31,000 in Washington.

So I think it is fair to say that this
sorial security bill does contain an ur-
gently needed extension of the Feder-
al supplemental compensation pro-
gram that is due to expire at the end
of this month. The problem is that we
are not scheduled at this time to be in
session next week and will not be here
at the end of the month.

The FSC program provides extra
benefits to the long-term unemployed
who have exhausted their right to
benefits under the regular State un-
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of Representatives in a timely fashion,
that the Senate says, “Well, we cannot
do it because we have to deal with the
special interest amendment.”

We have time for the special inter-
ests, and I believe the elderly are a
special interest, and I believe the un-
employed are special interests. I hope
that today we can turn our attention
to these special interest groups and try
to pass the social security bill by mid-
night tonight.

Mr. DOMENICI. Mr. President, if
the distinguished Senator from Mon-
tana had not moved to waive the
Budget Act, I would have raised the
point of order against the pending
amendment. If I had raised the point
of order the distinguished Senator
could have moved to waive. So we are
right back in the same posture of
voting on a waiver of the Budget Act
under section 311. .

If the distinguished Senator from
Montana had inquired, his amend-
ment clearly violates section 311 of the
Budget Act. For that reason he has
moved to waive it.

This amendment violates section 311
because it reduces revenues in the
fiscal year 1983, and we are already
below the floor set in the budget reso-
lution now in.effect. There is no room
at all under the budget resolution for
a tax reduction, and that is exactly
what the amendment does. It reduces
revenues by $1.1 billion in fiscal year
1983.

We are talking here about a princi-
ple, and I will discuss that in a little
more detail. In addition, it is obvious
tQ me that this amendment is merely

an interim step toward repeal of the’

entire withholding and I think that
revenue losses will be much larger.
With repeal of withholding we would
lose about $20 billion in revenues over
the next 5 years.

I understand that argument could be
made against section 311. I know that
the budget resolution that we now
have on the books is out of date. I
know that fiscal year revenues must
be revised very soon to take into ac-
count that the economy has not per-
formed quite as well as we thought.

But, Mr. President, as far as policy
changes are concerned I do not think
there is much chance that our new
budget proposal for fiscal years 1983
and 1984 will make room for a tax cut.
Quite to the contrary. We are almost
certainly going to provide for some tax
increases. The President asked for a
few billion dollars. On the other end
of the spectrum, of course, the House
of Representatives is asking for $30
billion. I do not think that is very
practical when we are just beginning
to see the full blessings of the recov-
ery, but I will challenge anyone to say
that the new policy is going to provide
for significant tax reductions and,
therefore, this procedure that we are
talking about is not very relevant.
. (Mr., PRESSLER assumed
chair.)

the
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Mr. LONG. Mr. President, will the
Senator yleld for a question at this
point?

Mr. DOMENICI. I would be pleased
to yield.

Mr. LONG. Is it not true this very
bill here right now is here because of a
budget waiver recommended by the
Senator’s committee, and does not
that waiver include a waiver of
$2,070,000,000 in spending for unem-
ployment purposes over the Budget
Act?

Mr. DOMENICI. The Senator is cor-
rect.

Mr. LONG. If we are talking about
being wrong, the way the Budget Act
was walved we are already wrong. We
have a bill here which is already $2
billion over the Budget Act to begin
with, and the Senator recommended
that waiver.

Mr. DOMENICI. That is correct. I
recommended that waiver and it is ob-
vious to this Senator that there is a
tremendous distinction between waiv-
ing the Budget Act when you have un-
employed people in our country who
are not going to get their unemploy-
ment benefits and we have to do some-
thing to make sure that they do. That
is a clear emergency.

There is nobody who can tell us that
this social security bill itself is not an
emergency, coupled with the unem-
ployment compensation that we
wanted to extend, but which costs
money for which we waived the 1983
budget targets. Nobody can say that is
not an emergency. There is no emer-
gency on the Senator from Montana’s
amendment. Quite to the contrary,
the U.S. Senate clearly plans to con-
template it, debate it, and vote on it.
Everybody has their procedures. The
Budget Committee has its procedures
for April 15. It clearly seems fo the
Senator from New Mexico that as a
matter of principle this is precisely
what the Budget Act had in mind.

We can take a clear look and say
“Do we want every time something
like this comes along, that has plenty
of time and does not belong on this
bill, do we want to waive the Budget
Act?”

As I indicated, I would have made a
point of order. I did not make one on
the basic bill. Quite to the contrary.
Consulting with the leadership we pro-
vided a mechanism to say we do not
want to use the Budget Act in this
case because this is an emergency and
that worked. Nobody challenged it. We
did not shove ‘that down anyone’s
throat. Anybody could have gotten up
and objected to it and forced a vote,
and said “We don’t want to waive the
Budget Act.”

We have a different situation here,
very different from the standpoint of
policy and from the standpoint of pro-
cedure. We can vote on withholding
another time; we cannot vote on un-
employment compensation 2 or 3
weeks from now. It will be too late. I
just note that in a small State like
New Mexico we are talking about 5,000

“
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people running out of unemployment
compensation if we do not pass this
bill. In other States it is many times
more than that. That is what makes
this situation different from the
amendment that the Senator from
Montana has here. Twenty-six thou-
sand unemployed in the State of Lou-
isiana will not get their unemployment
benefits if this bill is not passed.

One might say, “Well, what about
all those people who are being ad-
versely affected by the withholding?”
I think I have addressed that. There is
already a procedure for taking care of
that. We will all have our opportunity
to look that one squarely in the face
without the unemployed people of the
country losing benefits without the
social security compromise coming un-
raveled, and all of the other things
that have been said here on the floor.

Mr. LONG. Mr. President, will the
Senator yield for a further question?

Mr. DOMENICI. I would be pleased
to.

~ Mr. LONG. In view of the fact we

have been informed by the distin-
guished chairman of the Finance Com-
mittee that Treasury proposes by reg-
ulations to put the withholding off to
make it year-end withholding rather
than to make it withholding prior to
the end of the year, can the Senator
tell me how much revenue the Treas-
ury would lose during the remainder
of fiscal year 1983?

Mr. DOMENICI. I am informed that
that which the Secretary of the Treas-
ury proposes to do by regulation was
already taken into consideration in the
basic bill, and that the only change
was in NOW accounts which came into
existence afterward. This will have
some effect on the total revenues, but
there is nothing we can do about that
in terms of the issue that is before the
Senate. If the law provided for that
they are free to do that and, as I un-
derstand it, the estimates took that
into consideration.

Mr. LONG. Can the Senator give us
his estimate what difference it makes
to start withholding in 1983 rather
than 1984?

Mr. DOMENICI. 1 submitted it for
the RECORD a couple of days ago, it is
about $1.1 billion for the remainder of
fiscal year 1983, 1 think the Senator
knows the numbers with reference to
the outyears. Since the Senator from
Montana’s amendment addresses only
a year, the loss is $1.1 billion in reve-
nue using the same CBO estimates
and Joint Tax Committee experts on
both the original estimates and these.

Mr. LONG. Is this not true, Senator,
that the Budget Act with regard to
the issue of waiver makes no real dis-
tinction between waiver for emergency
purposes or waiver because Congress
for some other reasons might regard it
as good Federal policy?

Mr. DOMENICI. The Senator is ab-
solutely correct.

Mr. LONG. I thank the Senator.
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Mr. DOMENICI. 1 think I made that
point, and certainly appreciate his
clarifying it for me. I do not intend to
indicate that there are levels of waiver
considerations or gualities or guanti-
ties. It is just clear that this one vio-

We are voting on whether to reduce
the revenue base of the country when

done it thoughtfully, without just
wiping away $30 dillion over the next
5 years from the omnibus budget bill
that reduced deficits and started us on
this road to recavery.

Mr. Presideat, there is no doubt in
my mind that while there may be var-
ious reasons for waiving the Budget
Act. We bave discuased a couple of
them here today. However, the urgen-
compensation,
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‘why 1 think Senators eught to think
very carefully before they do it.
You know it almost strikes me that

some tough decisions, and we provide

fiscal year 1983 and would cost us $200
million in revenue tn 1904,

Now, that is the revenue loss be-
the reduce the
amount that we would caollect other-

' They
thought it would be a good idea
strengthen their position In trying to
put the withholMding om interest and

ter of this year over into April of next
year—we are told, “Oh, my goodness,
that is going to cost us some money.”
The practical matter of that is most of

S 3581

it is deferral of tax collection to a
future point. .

Mr. President, I belleve we ought to
Jook at some of these things in per-
spective, rather than to contend that
those who agree with one are carrying
on a holy crusade and thoee who dis-
agree with one are bad people engag-
ing in eonduct unworthy of Americans.

For example, Mr. Presklert, I heard
so much conversatfon on the Senate
floor to the effect that the bankers
have done something unworthy of
bankers in making thetr case against
withholding. 1 had Bttle choice but to
repair to the Coustitution of the
United States to see if they had some
support for their position. 1 find

- assembie peaceably. -

Let me quote these next words: “And
to petition the Government for a re-

dress of grievances.”
Now, there is the same amendment
which so the free-

correctly protects
dom of speech, freedemm of press, and
freedom of people to assemble. And
there is the right of people to petition

tuslly wrote it right there in the Con-
stitution and sent i6 out for the States
to ratify in the Bl of Rights.

‘To chastise and scorn poople for ex-

perwork burde
" industry, and the private citizen.

Mr. President, listen to this vitriolic
language: “They would Mterally rob”—
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you cannot tell whether it is good or
not until you read the article.

So, Mr. President, I went and got
this article that the Senator from
Kansas (Mr. DoLg), the distinguished
chairman of the committee, referred
to yesterday.

I wish to congratulate the person
who wrote the article on Sunday,
March 20, Mr. Paul Taylor. It was
worthy of reference by the chairman
of the Finance Committee.

Let me just read what the author
said on this subject:

One ad that especially annoyed Dole
reads, in large boldface type: “Warning: 10
Percent of the Money You Earn in Interest
is Going to Disappear,” with the word “Dis-
gppear” fading to white.

That ad was held up for us to see
yesterday, and I saw it.

Misleading? Perhaps. But the body of the
ad makes it clear that this is a withholding
scheme, not a new tax, and that therefore
the 10 percent is a payment against taxes
that would be owed at year’s end,

The ad notes there are exemptions for the
poor and elderly, although it objects to the
red tape.

A more inflammatory treatment—

This is the writer to whom I compli-
mented for writing in the Washington
Post—

A more inflammatory treatment comes
from a sample speech distributed by the
ABA to member banks: “Literally, the Gov-
etr;lment will be picking the taxpayers’ pock-
e .'!

Now, that is a strong statement, Mr.
President. I doubt if I would go as
strong as the American Bankers Asso-
ciation.

“Literally, the Government will be picking
the taxpayers’ pockets.” The Government
::ill be able to “loot your savings account,”

8ays.

That compares with a passage in the 1980
Republican campaign platform, which op-
posed President Carter’s withholding pro-
posal: “They would literally rob the saver of
the benefits of interest compounding.”

Now, I leave it up to any fair-minded
person, who is being the stronger in
overstating his case? Would it be the
bankers who said that they would pick
the saver’s pockets or would it be the
Republican Convention which said
they would rob him?

“Robbing” suggests that someone is
breaking and entering feloniously at
night or separating one from his
wealth at the point of a-pistol or a
knife.

Mr. President, it is difficult to
choose who was the more vitrioloc in
that regard. I suggest that we stop this
thing of the pot calling the kettle
black.

Now, Mr. President, to go further,
the Senator from Louisiana had lost
all interest in the matter some years
ago until a majority of the Senate
brought in a resolution taking the po-
sition that the Congress should under
no circumstances engage in withhold-
ing on interest and dividends.

That was Senate Concurrent Resolu-
tion 92, 96th Congress, 2d session,
June 12, 1980. This was reported on
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July 23, the legislative day of June 12,
1980,

Mr. President, the resolution was re-
ported by Mr. Lona as chairman of the
Finance Committee. The Recorp will
show Mr. LonNg did not sponsor this
resolution. He had nothing to do with
it. It came from others. Let me just
read the resolution.

Concurrent resolution declaring that the
Congress does not favor the withholding of
income tax on interest and dividend pay-
ments, ,

Resolved by the Senate (the House of Rep-
resentatives concurring), That it is the
sense of the Congress that the enactment of
a withholding tax on interest and dividend
payments would be detrimental to the eco-
nomic well-being of the United States,

I confess, Mr. President, the Senator
from Louisiana reported that resolu-
tion to the Senate. It was not his reso-
lution. Whose resolution was it? The
principal sponsor was Mr. CHAFEE. For
himself and who? Mr. Dore, Mr.
LUGAR, Mr. GOLDWATER, Mr. DECON-
CINI, Mr. HarcH, Mr. DURKIN, Mrs.
KassepauM, Mr. STtArrorp, and so
forth, Mr. President, 60 Senators in
all,

I ask unanimous consent that the co-
sponsors be printed in the REcorp, Mr.
President.

There being no objection, the co-
sponsors were ordered to be printed in
the RECORD, as follows:

LIST OF COSPONSORS

Mr. Dole, Mr. Lugar, Mr. Goldwater, Mr.
DeConcini, Mr., Hatch, Mr. Durkin, Mrs,
Kassebaum, Mr. Stafford, Mr. Tower, Mr,
Humphrey, Mr. McClure, Mr. Cochran, Mr.
Church, Mr. Helms, Mr. Pressler, Mr. Ford,
Mr. Garn, Mr. Randolph, Mr. Danforth, Mr,
Hayakawa, Mr. Thurmond, Mr. Pryor, Mr.
Zorinsky, Mr, Hatfield, Mr. Mathias, Mr.
Wallop, Mr. Young, Mr. Schmitt, Mr,
Cohen, Mr. Heinz, Mr. Roth, Mr. Laxalt,
Mr. Durenberger, Mr. Baker, Mr. Stevens,
Mr, Warner, Mr. Armstrong, Mr. Stone, Mr.
Percy, Mr. Glenn, Mr. Leahy, Mr. Morgan,
Mr. Nunn, Mr. Bumpers, Mr. McQGovern,
Mr. Tsongas, Mr. Schweiker, Mr. Hart, Mr.
Eagleton, Mr. Boren, Mr. Metzenbaum, Mr.
Melcher, Mr. Stewart, Mr. Williams, Mr.
Levin, Mr. Gravel, Mr. Nelson, Mr. Riegle,
and Mr. Bentsen.

Mr. LONG. Mr. President, that is a
majority of the U.S. Senate, ably
headed by the ranking member of the
Finance Committee, Mr. CHAFEE, for
himself and Mr. DoLE, who was at that
time the ranking member of the mi-
nority side, and who serves with great
distinction as chairman of the Com-
mittee on Finance at the present time.

Mr. President, here is a statement
that I read off the wire, indicating
that President Reagan charges that a
compromise on social security legisla-
tion is being held hostage by “selfish
banking interests and urged Congress
to reject efforts to bar withholding
taxes on interest and dividends.”

I ask unanimous consent that this
item be printed in the Recorp, Mr.
President.

There being no objection, the news
item was ordered to be printed in the
RECORD, as follows:
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WITHHOLDING
(By Jim Luther)

WASHINGTON.—President Reagan charged
today that compromise social security legis-
lation is being held hostage by a “selfish”
banking industry and urged Congress to
reject efforts to bar withholding taxes on
interest and dividends.

“The social security and unemployment
insurance lifeline that extends to millions of
Americans . . . cannot be permitted to be
severed by the obstruction tactics of a
Washington lobby and its congrsssional
friends,” the President said in a written
statement issued at the White House.

Because of the fight over the withholding
amendment, it appears unlikely Congress
will be able to meet its deadline of complet-
ing work before Easter on the $185 billion
measure to shore up the troubled social se-
curity system. Lawmakers plan to recess all
next week.

Reagan met with congressional Republi-
cans today and blasted the banking lobby
for its tactics, according to Senator ROBERT
J. DoLE, R-Kan.

After the meeting, Dole told reporters,
“The President, in one of the rare times I
have seen him really disgusted, threw his
glasses down and said he’s had it up to his
keister with the banking industry for their
distortion and outright falsehoods on with-
holding on interest and dividend income.”

Dole, the manager of the social security
legislation and the biggest champion of
withholding, said Reagan singled out the
American Banking Association or its “out-
right false information.”

In his statement, Reagan said he would
have “gladly signed” the social security leg-
islation “to relieve legitimate worries about
the economic security of so many.”

“Now, however, a selfish special interest
group and its congressional allles are at-
tempting to make this vital economic secu-
rity bill a legislative hostage,” the President
said.

The amendment to repeal withholding—
“based on a campaign of distortion and de-
signed to prove that the banks and other fi-
nancial institutions can still have their own
way in Washington—has no place in the bill
pending before the Senate,” he said.

Mr. LONG. Mr. President, I find
myself asking that if one is in error,
why must he be so self-righteous when
he changes his mind? Why should he
not concede that these are matters
about which honest people differ?
Some people might feel strongly one
way, some might feel strongly the
other way, and there is a lot to be said
for both sides of the argument.

I, for one, Mr. President, am not con-
vinced—with all the mail I have re-
ceived, 58,000 communications at last
count, many thousands of them hand-
written—I am not convinced and I
cannot believe that the people of Lou-
isiana who sent me those communica-
tions are ignorant, stupid, or incapable
of knowing what they are talking
about. It just seems to this Senator
that people are very well informed on
the subject. They have been informed
by both sides. I cannot believe that
they do not know what they are talk-
ing about.

Furthemore, Mr., President, when
the Senator made reference yesterday
to the so-called two-way mirror, this
Senator cannot find any basis for get-
ting upset about that. What it appears
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happened was that a public relations
firm, seeking to determine how best to
pursue their effort to convince the
public, or persuade the public to their
point of view, paid people $25 each to
sit down and talk about matters. They
had someone looking through one of
these mirrors where you can see
through one way but you cannot see
through the other, seeking to observe
how people reacted.

Mr. President, there is no claim of
right of privacy here. These are people
who accepted $25 to sit down and talk
about matters of the day. Incidentally,
that is good pay to talk about matters.
Most people are willing to sit around a
cracker barrel and talk about some-
thing for nothing, but here they are
paying $28 per head to sit down and
talk to you, telling you what they
think about matters. It seems to me
that is a pretty nice proposition.
People get my opinion all the time
without paying, and I pick other peo-
ple’s minds from time to time without
any pay. I see nothing wrong about
that technique.

I should think that advertising firms
might decide whether to recommend
that their clients should put out
purple hose rather than brown hose,
or green hose rather than white hose.
They, might pay somebody, and I
think that would be a generous thing
to do, to pay somebody $25 to sit down
and give their opinion. One beautiful
lady walks in with purple hose, and
then a lovely lady walks in with laven-
der hose. Then they ask, “Which hose
do you think is the more attractive?
Which do you think would motre at-
tract the customer?”

Chances are, the person interviewed
would probably answer the question
based on the shape of what was in the
hose. But, Mr. President, if they
brought in two identical twins, then I
think one might get an unbiased opin-
ion as to which hose would be more at-

tractive on a young lady and would be-

in a better position to suggest to his
client which he would recommend.

I 1ind nothing improper about that,
Mr. President. It just seems to me to
be one of prejudging his own position
to say that there is some evil about
someone seeking to test public reac-
tion. by paying somebody $35 to talk
to them about matters and recording

it.

I would be willing to bet if you went
out there on the street right now.and
you asked, “How many people can we
find who would be willing for $25 an
hour to talk about matters and give
their judgment about matters, well un-
derstanding that somebody is going to
be peeping through a mirror and re-

cording everything they said about the’

subject? I would think that for $256 an
hour you would find a whole horde of
people out there on Pennsylvania
Avenue right now who would be will-
ing to do something like that.

I think there is no point in someone
suggesting anything improper about
- that matter.
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I do think, Mr. President, that those
of us who take a position have a re-
sponsibility to report to our constitu-
ents on what we did about it. Did we
prevail? Did we have a vote? Did we
win or lose? Did someone filibuster
and delay? What happened?

Mr. President, the majority of the
Senate indicated that we do think this
provision for withholding on interest
and dividends ought to be repealed.
Having taken that position, Mr. Presi-
dent, as one of the group of more than
50 Senators, this Sepator is going to
continue to support the repeal effort.

Does the Senator from Montana
desire that I yield to him at this point,
Mr. President?

Mr. MELCHER. Yea. Mr. President.

Mr LONG. I will yleld for a ques-
tion, if the Senator desires or other-
wise I will yield the floor.

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Does the Senator yield
the floor?

Mr. LONG. Does the-Senator desire
that I yield for a question or that I

yield the floor?

Mr. MELCHER. I wanted to ask a
few questions, if the Senator will yield.

Mr. LONGQ. I believe I will just yield
the floor, Mr. President, .

Mr. DOLE addressed the Chalr.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I will be
happy to yleld to the Senator from
Montana in & moment. I just want to
compliment the senior Senator from
Louisiana for upholding the banks,
the ABA, and the other powerful lob-
bying groups. I cannot believe the Sen-
ator from Louisiana would defend the
tactic. of gathering B or 10 people to-
gether, without telling them that they
are being watched through a one-way
mirror, simply, because they are get-
ting paid $25. I guess what we need to
know is, did the people know they
were being watched, and do we know
what they were being asked, or what
they were being told?

The Senator from Kansas suggests
he can almost hear the questions and
statements, or mistatements, based on
the ads we have seen run by the
American Bankers Association.

One is that the. 10-percent withhold-
ing is a niew tax. X you get four people
together in a room, and I do not care
whether it is a one-way mirror or a
two-way mirror (a two-way mirror
might not help very much) if you said
it was a new tax, and asked “What do
you say about this?” they would say “I

‘am against it.”

And then throwing more raw. meat

int.o the. cage, claiming that the law

will be taking away savings, or hurting

the elderly, you can stimulate people
pretty well.

There is no doubt in my mind that
these are experts. They demonstrate
how good. they are. I hope we can get
the name of this marketing group be-

. cause if they can sell this to the Con-
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gress and the American people they
can proba.bly sell almost any candi-
date.

Maybe even those runnmc for office
want to look up this group. I would
just suggest that if these people can
market repeal of this law, which is
nothing but collection mechanism,
they may have a knack for selling can-
didates.

I do not really think that is the way
the bankers in my State would deal
with their grievances with the law, I
do not believe there is any banker in
the State of Kansas who would bring
people into a room and peek at them
through a mirror while somebody was
feeding them some “raw. meat,” some
inflammatory misinformation, in an
effort to stimulate a proper response. I
do not think that would happen—I am
certain that would not happen in the
State of Kansas,

I have heard a lot about the Repub-
lican platform. I did not realize the
Democrats had so much interest in the
Republican platform. That is the first
time I have heard it mentioned in a
couple of years. I am not even certain
the Republicans have much interest in
the Republican platform. Now we are
getting all this bipartisan interest in
the Republican platform. But there
was & significant’ difference between
the Carter proposal and the proposal
that is on the floor today.

The Senator from Montana- read.
with some enthusiasm a reference to
the Republican platferm. In the first
place, the Carter plumrequlred 15-per-
cent withholding, not 10 percent.
Second, the broad exemptions for the
poor, the elderly, and the small ac-
counts were not available. Third, the
broad end-of-the-year withholding
rules were generally not available
under the Carter proposal. Thus, the
proposal criticized by the Republican
platform was very different from that
of1ast year.

Inmsorrytomthasenatortrom
Louisiana leave. I was just going to
read a statement he made on June 30,
1976. I voted with the Senator from
Louisiana, he was so persuasive. The
Senator from Louisiana said:

In 1962 the House passed a proposal very
similar to what the Semator is proposing
here. President Kennedy worked very hard
to try to get us to agree to that. I was one
who held out against it and would not sup-
port it at that time because it seemed to
place a very heavy burden on the banks to
do all the bookKkeeping and handle this. I
have had friends who are in the banking
business tell me that with these new com-
puters, and they say it confidentially—they
are part of a fraternity and want to work to-
gether—it is really not mauch of an adminis-
trative problem at all. It would be very easy
f::thebanntoeompl:wlththkwlthhold-

Furthermore, they have perfected the
techniques to be used. Here is a situation
where literally millions, perhaps 5§ million
and maybe even more, of taxpayers are suc-
cessfully avoiding paying their taxes on in-
terest and dividend income to the Govern-
ment. As the Senator said, it is not a matter
of closing a loophole, but this is just a
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matter of catching tax cheaters. When we
let a8 many as 5 mfilion taxpayers chisel
and cheat on the Government it is bad for
taxpagers’ moral. People feel they can cheat
on their taxes and get away with it. So I
would hope the amendment would be
agreed to.

We have been under pressure to pick up
some revenue to pay for the tax cut in the
bill. We have had some pretty bitter fights
about this. At least for the time being, if the
amendment were to, that would
make the controversy owver the budget item
moot because we would have enough reve-
nue where we would not have to argue any
further about that for the time being.

He went on to say how this could he
administered without any problem and
President Kennedy's administration
was satisfied.

Mr. President, T do not cite that to
disagree with the distinguished Sena-
tor from Loulsiana. We can all, as he
says, stand here and say someone was
on this side, someone was on your side.
The broader point Is that In 1982 we
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social security package this week. -
Mr, MELCHER addressed the Chair.
The VICE PRESIDENT. The Sena-
tor from Montana.
Mr. MELCHER. Mr. President, very
clearly, on introducing the amend-

withhoiding provisions, allowing for a
timeframe for both the Senate and
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the House to do that, but I also based
it well knowing there would be reve-
nuae loss for this fiscal year. That, of
course, requires a budget watver.

‘We had a budget waiver on the bill.
It was adopted unanimousty without
debate. Although the bill earries with
it far more revenue loss than is in-
volved in the revenue loss from my
amendment, it was nevertheless rou-
tinely accepted by the entire Senate.
No debate, a simple statement of the
resclution, and ananimous adoption.

To belabor the budget waiver on this
amendment is a technicality which
those opposed 1o the amendment will
attempt to use to evade voting on the
merits of the issue involved in the
amendment. A vote on & budget waiver
does not change the issue at sll on
what is Involved in the amendment.
Being for the amendment tmplies
agreement with the waiver,

There is no way to stretch the imagi-
nation or to stretch the record or to
alter the record but what a vote
against the budget waiver is a vote
azainwt the amendment itself. Sinoe it
was plarmmed to make a point of order
against the amendment for lack of a
budget waiver, I offer this motion not
to delay consideration of the amend-
ment or the underlying bill but to
move on, to make progress, and to do
exactly . what the Senator from
Kensas, the chairman of the Commit-
tee on Finance, has indicated we
should do, attempt to pass the bill

Instead of promptly adopting the
walver by unanimous consent or voice
vote, we have had more of the same
fitfbuster, more of the same argument,
hoping that, somehow, the individual
Senators will either be confused or be
tired of the whole argument and just
vote against the budget waiver, My in-
tention is to move as expeditiously as
the managers of the bhill will allow and
get on with the vote, not only on this
amendment but to subsequent amend-
ments that will be offered to the bill,
and get on with passage.

Reference was made to what the
Treagsury Department announced on
March 2, where, in News, &
press statement quoting the Treasury
Department says:

The Department of the Treasury today
announced revisions to the regulations re-
garding withholding om dividends and inter-
est and on the broadenmed information re-
porting rules, to take into account conrcerns
raised by Members of Congress and affected
financial institutions.

The announcement states that Treasury
will defer the effective date for withholding
with respeet to original issue discount in-
struments until January 1, 1984.

I had earlier introduced a sense of

the Senate resolution which would put
the Benate on record as advising
Treasury to delay the withholding
procedures until at least October 1. On
March 2, the Treasury Department
issmed this statement and said they
needed more time in order to imple-
ment withholding on certain instru-
ments—which, by the way, include

March 22, 1988

Treasury notes and bonds they them-
selves sell. They need more time to in-
stitute the tax withholding procedure
on Treasury notes and bonds.

Let me ask this: Is this not the very
area or rather the two areas—the
original issue discount instruments in-
cluding (a) Treasury bills, (b) other
discount instruments where Treasury
Department officials state that there
is tax loss? Those are the two areas.
These are the two areas the Treasury
Department and the Joint Committee
on Taxation agree have been the two
prime areas where there has been a
problem collecting the taxes due on in-
terest.

That is where the Treasury has said
that, In particular, they want to zero
in, because they believe the proper
amount of income taxes have not been
paid on interest that holders of these
bills or other instruments have. Hold-
ers of these investments have evaded
peying their just taxes in many in-
st;nces, Treasury officials have assert-
ed.

What is going on here? This is the
area in which they said they feel there
is a large amount of cheating. They
want to ciose the loophole, close the
gap, collect the maney. On Treasury’s
own volition they are going to delay
starting withholding until January 1;
hence, my amendment is offered to co-
incide with that. That is the area in
which they want to pero in. They feel
lot of money is escaping, a lot of in-

terest payments are escaping report-
ing, and therefore the taxes are not
being paid on them.

By their own admission and by their
own volition, under their own reguls-
tions, they are delaying the implemen-
tation of withholding procedures
calied for in the tax law of 1982, the
very subject we are talking about.

Was there any budget waiver on

that delay? Of course not. There is no
budget waiver on that. None is neces-
sary, because it is not before us. Yet, it
is a revenue ioss.

To be honest about it, in the debate
on this particular point, those who are
opposed to our amendment should
conoede what that revenue loss is.

I might point out that the Treasury
says they are flexible on the bank
float. In other words, they are flexible
on how many days the banks or the
savings and loans or the credit unions
may hold the taxes amounting to 10
percent collected from each custom-
er—how long they can retain that
money before turning it over to the
Treasury. The Treasury Department
officials say they are fiexible on that.

The chajirman of the Finance Com-
mittee has stated that bankers com-
plained about that, so the Treasury
very promptly said the institutions can
have another 30 days. Or is 45 days
adequate? Is there a budget waiver on
the revenue loss there? Or is the float
time going to be extended even more?
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Would we even consider the revenue
loss there? Of course we should, if we
are going to be completely honest and
fair and complete about what we are
talking about in raising revenue,

1 point out that what is being done
does cost Treasury money. The 80,000
employees IRS has on the payroll,
paid for out of Treasury funds, have
work to do in connection with this par-
lt.;cular withholding provision in the

W.

There were requests for a delay in
the areas I have mentioned. The
Treasury Department has established
the delay. They havé established it
under their own regulations. They
have done so because they cannot get
ready before then. In order to get
ready for the rest of it, affecting ordi-
nary taxpayers what they are doing is
sending out with every tax refund the
Form 662-A which I described yester-
day. It describes to the lndlvidua.l tax-
payer what they are going to start
doing in connection with withholding
on interest and dividends beginning
Julyl if there is no change in the law.

I am advised that 50 million of these
are being tucked in the envelopes with
the refund checks. We are told by the
Senator from Kansas, the chairman of
the Finance Committee, that every-

ing these forms in order- to be able to
explain the collection of the taxes

withheld. That costs money. There is
no budget waiver on thoae They have
been broch  §

terest and dividends. I will read only
the last question and the answer,

The question: “Why ocouldn’t the
Government simply strengthen the in-
formation reporting system in order to
acoomplish the withholding?” -

The answer: “Much nonreporting is
due to inadvertence, forgetfulness and
failure to keep records. Any attempt
to reach this unreported income
+hrough information reporting and
audit procedures would require mil-
lions of telephone calls, letters, and
visits, many involving small amounts
of tax, which inevitably would have
been regarded as “harassment” of tax-
payers.”

Treasury Department March 2 press
release describes the area in which
they are going to wait for January 1,
which they have identified as an area
where they really want to zero in,
where they {feel there are large
amounts of tax due from taxpayers
who are evading payment. For Treas-
ury notes and other discount instru-
ments—there is going to be a delay
until January 1-to start withholding
taxes. But for ordinary taxpayers with
savings accounts.
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I want to return to that answer in
the brochure. The last phrase says

that “telephone calls, -letters, and
visits * * * would have been.
as harassment of * The

word “harassment” is in quotation

marks.

80, rather than harassing those indi-
viduals who they feel constitute the
big area in which many tax dollars are
escaping, they will delay that to Janu-
ary 1, and they are going to send out
these forms to the rest of the taxpay-
ers and start collecting on July 1.

I think that is the answer as to why
we are getting the letters we are re-

ceiving from constituenta complaining.
They see through the IRS method of
collection of additional taxes.

People feel it is harassment, People
feel it is unnecessary. People feel it is
Just some more redtape. People feel it
is just another step by the IRS, and
they do not really believe that the cost
of doing it really nets out much reve-
nue gain.

I agree. I think in the revenue esti-
mate by Treasury the revenue gain is
overestimated. But I use their figures
in stating my case. Those figures are—
$1.1 billion.

My motion is for a budget waiver on

the amendment and hopefully it will

he a favorable vote 80 we can get on to
the real issue of voting on the amend-
ment itself, pass it hopefully, and then
get on with the rest of the amend-
menta to the social security bill and

final passage.
The VICE PRESIDENT. The major- rity

it leaderhmoﬁed.
%Er Preddent. I Wlll

not take very long because I agree it
timeforthlsusuetoemtonhead.

spective on where we are now,
how we got here. .

I can recall more than & year ago, &
year ago last August; in fact when 1

had ‘the opportunity to meet with
President Reagan and my colleague
and cohort on the other side of the

man Micexi, and
we were talking about social security
at that time it was about minimum
benefits, That encounter was one of
what has now grown to be a list of sev-
eral cases in which I was required, ac-
cording to the dictates of my con-

science, to tell the President that I did

not think he should do what he had
proposed to do in respect to social se-
curity and minimum benefits because,
as I pointed out then, I thought and I
think now that social security is such
a politically explosive, and such a dev-
astatingly important political issue
that unless we can drain some of the
heat and energy out of that issue,
Cohgress will be immobfilized and find
it impossible, or virtuailly so, to do the
necessary reform to the system as a
whole.

At that time I felt that there was
the imminent danger that social secu-
rity would become the No. 1 political

S 3585

football of this century. Perhaps it
should. I do not know many issues
that affect as many people as social se-
curity does, so many people are de-
pendent and have no other recourse to
a livelihood and subsistence except for
social security. It is a devastatingly im-
portant issue. I thought last year and
I think now, Mr. President, that on oc-
casion the political system of the
United States recognises in its own
unique and perhaps unusual way that
some issues are so important that they
must not be politicized, that we simply
have to rise above the usual and neces-
sary partisan political conflict and ad-
dress the issue at hand on a bipartisan
basis. It is not often that we act in
such a manner, but when we do, 1
think they are the best moments of
our political system.

It was in the wake of my conversa-
tion with the President and his advis-

I recall at that time, Mr. President,

-that many politically seasoned observ-

ers remarked at that time, “Well, this
is a good recommendation but it will
never hold together, the package will

g

thosé remarks proved to be false, Mr.
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President; Indesd, the package was en-
acted by the House of Representatives
with no fundamental changes, and
that is & tribuite to the ability of Re-
publicans and Democrats in the House
of Representatives to rise above parti-
san political advantage and to address
a basic need of the Nation.

S0 now the bill reaches the Senate,
and now tise challenge rests with us.

was begun by the President, extended
by the Speeker of the House of Repre-
sentatives and by the bipartisan Com-
mission en Social Security, and con-
firmed by the House of Representa-
tives and laid before the Senate far
the final challenge? Are we going to
fall 1o carry out that effort to depoliti-
cize this most impartant fundamental

political Issue? That I8 precisely what .

we are confronted with at this
moment.

The perspective I would propose to
suggest to the Senate is thisc Against
that background, let me suggest that
the motion to walve the provisions of
the Budget Arct made by the distin-
guished Senmtor from Montana in lay-
man’s terms 1s the following: Senator
Mxicaer 18 saying in so many words,
“I ask the permission of the Senate to
add an extraneous measure 10 this bill,
this social security package, which was
not recommended by the Commission,
which mekes 2 fundamental change
and probably wil blow this package
apart. And that I recognive thmt it is
not in order because the Budget Act
prohibits ¥ uniess the Sennate will
grant its consent.”

That is the 'persped‘,ive. Will the
Senate grant its consent for an amend-
ment t0 be offered to this packsge
that the Howse of Representatives
would not aoovept, that the Commis-
sion did mot smooept, and which will
thresten and endanger the fundamen-
tal aspects of a bipartisan effort to
cure important defects in the Social
Security Systesy?

That is what we are being asked to
do, to give consent of the Senate to do
what the Hounse of Representatives de-
clined to do, what the Commission de-
at the country

Mr. President, I am not here to
argue the menits of withholding of in-
terest and dividends. Nor do I think
that shouid be the fssue before the
Senate because the Senate has decided
in s windom (o scheduie a debate on
that issue om April 15 this year. 1 did
not take any offense when questions
were raised about whether that would
actually sccour or not, and 1 agreed,
indeed, as I recall, I suggested the pos-
sibility of calling up the chosen vehi-
cle and making it the pending business
before the Senate 50 that an inderest
and dividend withholding amendment
could be offered at that time and then
to lay aside that measure to resume
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austommatically as the pending b\mness
on Apri 18.

Some asked: Does that mean we
cannot offer # to social security? And
I sid, of course, #t does not mean that.
But I devoutly wish for a different

result. I said then and I say now I

hopethatwlllnotbedone a.nd

sé

tor from New York is reeognined

Mr. MOYNIHAN. Mr. President, 1
move to table the motion to wafive the
Budget Act——

Mr. MELCHER. Mr. President, wiil
the Benator withhold a minute?

Mr. MOYNTHAN. I withhold with-
out losing my right to the motion 1
have just made.

Mr. MFLCHER. 1 thank the Senator
for doing that. 1 merely want to em-
phasize to the Senate that & great
number of the amendments that have
been accepted, already accepted, do
have a budget impact, and points of
order were not lodged because it was
agreed by the Senate to vote on the
issne itsel!, the issue contained in the
amendment.

‘The same point of order or the same
requirement, the same procedure of
insisting on a motion for a budget
walver on a particular amendment was
not made. And In this case, I just em-
phasize that what we are voting aon is
the issne Nself. A vote against the
budget walver 1s a vote against the
amendment to delay starting up the
withholding of taxes on savings and
dividends until January 1.

Mr. MOYNIBAN. Mr. President, I
move to table the motion to waive the
provisions of the Budget Act. '

Mr. BAKER. Mr. President, I ask for
the yeas and nays.

The VICE PRESIDENT. Is there a
sufficient second? There is a sufficient
secand,

The yeas and nays were ordered.

The VICE PRESIDENT. The ques-
tion is on agreeing to the motion of
the Senator Iram New York to lay on
the table the motion to waive the pro-
visions of the Budget Act. The yveas
and nays have been ordered, and the
clerk will call the roll.

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Wyoming (Mr. SIMPSON)
is necessarily sbsent.

Mr. BYRD. I announce that the
Senator frem California (Mr. Craw-
sTon) and the Senator from Maryland
(Mr. SARRANES) are-necessarily absent.

The VICE PRESIDENT. Are there
any other Senators in the Chamber
desiring to vote?

The remili was announced—yess 54,
nays 43, as follows:

March 22, 1983
{Rolicall Vote No. 38 Leg.)

YEAS-354

Abdnor Gorton Moynihan
Andrews Grasdey Mzrfoo waiki
Baker Hart Packwood
Bentsen Hatch Pell
Bingaman Hatfleld Pressler
Buschwite Reth
Chafee Heolst Budman
Chiles Heing Specter
Cochran Jackson Stafford
Cohen Kassebaum Stenmnis
D'Apsato Wenwedy Stevens
Danforth Lautenberg Thurmond
Dodd Tower
Dole Leahy Trible
Domenici Luogar Wallop

Mathiss ‘Wamer

MeClare ‘Weickear
Galdwater Motzenhaum Wilson

NAYS-43
Armatrong Gienn Mitchell
Baunous Heflin Nickles
Biden Helms Nunn
Borea Hollings Percy
Bradiey Fuddleston Proxmire
Bumpers Hammgphrey Pryor
Bundiak Inouye Quayle
Byrd Jepsen Randolph
DeConeini Johmston Riegle
Desttom Kastem Samer
Dixzom Levin Bymms
Eagleton Long Tsongas
East Matsunaga Zorinzky
Exon Natvingly
Fard . inicher
NOT VOTING—-3

Cranston Barbanes Simpson

So the motion {0 lay on the table
the motion of the Senator from Man-
tana to waive the provisions of the
Budget Act was agreed to.

Mr. BAKER. Mr. President, I move
to recomsider the vote by which the
motion was agreed to.

Mr. DOLE. Mr. President, I move to
lay that motion on the tabie.

The motion to lay on the table was
agreed 1o0.

Mr. DOMENICI addressed the
Chair,

The VICE PRESIDENT. The Sena-
tor from New Mexico.

Mr. DOMENICI. A puliamentary
inquiry, Mr. President.

The VICE PRESIDENT. The Sena-
tor will state it.

Mr. DOMENICIL. A parliamentary
inquiry, Mr. President. Does this
amendment viciate section 311 of the
Budget Act?

The VICE PRESIDENT. It does.

Mr. DOMENICI. Mr. President, I
raise the point of order against the
amendment under section 311 of the
Budget Act.

Mr, MELCHER addressed the Chafr,

The VICE PRESIDENT. The Sena-
tor from Montana.

Mr. MELCHER. Mr. President, I
wish to debate the point of order,

The VICE PRESIDENT. The point
of order is not debatahie except at the
sufferance of the Chair.

Mr. DOMENICL. Has the Chair
ruled on ibe point of order?

The VICE PRESIDENT. The Chair
has not ruled. The Senator may be
heard.

The Senator from Montana.

Mr. MELCHER. I thank the Chair.

The vote which just eccurred, while
a procedural vote, is, nevertheless, a
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vote on the substantive issue. As such,
it was a denial on the procedural vote
of getting to the final vote on the
The motion for the

point of order would be raised on
amendment as conflicting with or
lating the Budget Act, and I did not
receive the walver. Those. walvers are
generally granted by unanimous con-

unanimous consent is -asked
budget watver. A vote Is
the amendment and the amendment 1s
voted up or down. That is the of
the Senate as a result and the budget
walver requirement is ignored.

_ There are perhaps six—I am advised
several—probably six amendments al-
ready accepted to this bill that impact

making the vote on a procedural
motion which is ordinarily granted
without debate and sometimes, as we

3
5

to prolong the debate. The vote has
been cast, the decision has been made,
and the Senate will work its will as it

The VICE PRESIDENT. The Chair
rules that the point of order is well
taken. The amendment falls,

The Senator from Eansas.

Mr. STENNIS. Mr. President, may
we have quiet here? I would like to
hear what the Senator has to say and
I think others may, too. -

The VICE PRESIDENT. The Senate
will be In order.

Mr. DOLE. The 8Senator from
Kansas wishes to note for the RECORD
that I complimented the Senator from
Montana privately. I also wish to do so
publicly because he has carried on this
debate in a very high-level manner. X
am willing now to move very quickly
to finish the social security package. I
think we can do that. I would appreci-

.
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ate the cooperation of all Senators
with amendmenta,

It is my hope to stay in session as
long as we wish tonight or until early
morning. I have had & comversation
with the chairman of the Committee
on Ways and Means. He would still
like to go to conference, if possible, to-
morrow afternoon or early Thursday
and pess this and have it on the Presi-
dent’s desk sometime between now

Senator from Pennsylvania. Is that
correct?
lmulgkntomi’:e;mﬂhmtary

The VICE PRESIDENT. The Sena-
tor will state it. i

Mr. DOLE, Is there an amendment
pending?

The VICE PRESIDENT. Only the
substitute amendment is pending.

'AMENDIMENT NO. 538

(Purpose: To remove the Social Security

Trust Funds from the unified budget)

Mr. HEINZ addressed the Chair.

The VICE PRESIDENT. The Sena-
tor from Pennsylvania. :

Mr. HEINZ. Mr. President, I call up
my amendment No. 518 and ask for its
immediate consideration.

The VICE PRESIDENT. The
amendment will be stated. \

The bill clerk read as follows:

The Senator from Penmsylvania (Mr.

SH:N) proposes an amendment numbered
Mr, HEINZ. I ask unanimous con-

sent that further reading be dispensed
The VICE PRESIDENT. Without

objection, it is 50 ordered.

* The amendment is as follows: .
At the end of title 1, insert the following:
REMOVAL OF SOCIAL SECURITY TRUST FUNDS

FROM TEE UNIFIED SUDGET i
Sxc. . Part A of title XI of the Boclal

Security Act s amended by adding” at the

end thereof the following new section:
“REMOVAL OF SOCIAL SECURITY TRUST FUNDS

FROM THE UNIFIED SUDGET
“Src. 1136. (aX1) For the fiscal years be-
giming after September 30, 1984, and
ending before October 1, 1988, the Prexident
shall, in aoccordance with the second sen-
tence of section 1104(c) of title 31, United

Trust Fund, the y Insur-
ance Trust Fund, the Federal Hospital In-
surance Trust Pund, and the Federal

revenues from taxes

imposed }
1401, 3101, and 3111 of the Internal Reve-

nue Code of 1954. The categories estab-

lished by the President pursuant to the pre-

ceding sentence shall be used in the prepa-
ration and submission of the budget under
section 1105(a) of title 31, United States
Code, for each such fiscal year. The budget
submitted under such section for each such
fiscal year shall not classify requests for
new budget authority and estimates of out-
lays and revenues for such Trust Punds and

‘-
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estimates of revenues from taxes imposed
. under sections 1401, 3101, and 3111 of the
Internal Revenue Code of 1054 under any
functional category other than the catego-
ries established by the President pursuant

:
i
{;
E

!
|
|
i

i

{

budget authority and total outlays
under section 301(aX1) of such Act for such
fiscal year;

“¢B) the estimates of total new budget au-
thority and total outlays for each major
functional category required under seetion
301(aX2) of such Act for such fiscal year; or

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0

S 3588

“(C) the recommended level of Federal
revenues required under section 301(a)4) of
such Act for such fiscal year,

any amounts attributable to budget authori-
ty and outlays for the Federal Old-Age and
Survivors Insurance Trust Fund and the
Federal Disability Ingsurance Trust Fund for
such fiscal year or any amounts attributable
to revenues Yor any such Trust Fund or rev-
enues from taxes imposed under sections
1401(a), 3101(a), and 3111(a) of the Internal
Revenue Code of 1954 for such fiscal year.

‘(3) Any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for any
fiscal year beginning after September 30,
1988, or any amendment thereto or any con-
ference report thereon, shall not contain
any specifications or directions described in
the second sentence of section 310(a) of
such Act which relate to the Fed®ral Old-
Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, or revenues from taxes imposed
under sections 1401(a), 3101(a), and 3111(a)
of the Internal Revenue Code of 1954.

‘“(c) The budget outlays of the Federal
Old-Age and Survivors Insurance Trust
Fund and the Federal Disability Insurance
Trust Fund for any fiscal year beginning
after September 30, 1988, shall be exempt
from any general limitation imposed by
statute on budget outlays of the United
States, including any limitation on net lend-

“(d)X1) For the fiscal year beginning on
October 1, 1988, and the succeeding fiscal
years, the President shall, in accordance
with the second sentence of section 1104(¢)
of title 31, United States Code, establish a
separate functional category for requests
for new budget authority and estimates of
outlays for the Federal Hospital Ansurance
Trust Fund and the Federal Supplementary
Medical Insurance Trust Fund and a sepa-
rate category for revenues for such Trust
Funds and revenues from taxes imposed
under sections 1401(b), 3101(b), and 3111(b)
of the Internal Revenue Code of 1954, The
categories established by the President pur-
suant to the preceding sentence shall be
used in the preparation and submission of
the budget under section 1105(a) of title 31,
United States Code, for each such fiscal
year. The budget submitted under such sec-
tion for each such fiscal year shall not clas-
sify requests for new budget authority and
estimates of outlays and revenues for such
Trust Funds and estimates of revenues from
taxes imposed under sections 1401(b),
3101(b), and 3111(b) of the Internal Reve-
nue Code of 1954 under any functional cate-
gory other than the categories established
by the President pursuant to this para-

graph.

‘(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for a
fiscal year beginning after September 30,
1988, shall use the categories established by
the President under paragraph (1) in speci-
fying the appropriate levels of new budget
authority and budget outlays for the Feder-
al Hospital Insurance Trust Fund and the
Federal Supplementary Medical Insurance
Trust Fund and the recommended level of
revenues for such Trust Funds and for rev-
enues from taxes imposed under sections
1401(b), 3101(b), and 3111(b) of the Internal
Revenue Code of 1954. A concurrent resolu-
tion on the budget considered under title 111
of the Congressional Budget Act of 1974 for
any such fiscal year shall not classify the
appropriate levels of new budget authority
and budget outlays for such Trust Funds or
the recommended level of revenues for such
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Trust Funds and revenues from taxes im-
posed under sections 1401(b), 3101(b), and

3111(b) of the Internal Revenue Code of

1954 under any functional category other
than the categories established by the Presi-
dent pursuant to paragraph (1).

“(e) The provisions of subsections (a)X2),
(b)(2), (bX3), and (d)(2) are enacted by the
Congress—

‘(1) as an exercise of the rulemaking
power of the House of Representatives and
the Senate, respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to which they specifically apply, and such
rules shall supersede other rules only to the
extent that they are inconsistent therewith;
and

‘(2) with full recognition of the constitu-
tional right of either House to change such
rules (so far as relating to such House) at
any time, in the same manner, and to the
same extent as in the case of any other rule
of such House.

“(f) For purposes of this section—

“(1) the term ‘budget outlays’ has the
same meaning as in section 8(1) of the Con-
gressional Budget and Impoundment Con-
trol Act of 1974;

“(2) the term ‘budget authority’ has the
sm‘x;e meaning as in section 3(2) of such Act;
an

‘3) the term ‘concurrent resolution on
the budget’ has the same meaning as in sec-
tion 3(4) of such Act.”.

Mr. HEINZ. Mr. President, this
amendment was put into the RECORD
by me on Friday. This is the amend-
ment that would remove social secu-
rity trust funds from the unified
budget. On Friday, 1 spoke at some
length on the merits of this amend-
ment. We did not take the amendment
up at that time out of fairness to Sen-
ator DomeNIct and Senator CHILES
who had engagements out of town and
have very strong views on the amend-
ment. We wanted to be sure we could
fully debate this amendment. I shall
not repeat for the Senate all the re-
marks I made on Friday. I shall simply
summarize the arguments I made.

Before I do that, however, I am ad-
vised that Senator PErcy and Senator
RiecLE wish to be cosponsors of this
amendment. I ask unanimous consent
that they be 50 included.

The PRESIDING OFFICER (Mr.
GOLDWATER). Without objection, it is
so ordered.

Mr. HEINZ. Mr. President, first, I
want to make clear to my colleagues
that this amendment would remove
the operations of the OASI and DI
trust funds from the President’s
budget, from the concurrent resolu-
tion, and from the reconciliation proc-
ess, effective with fiscal year 1989. In
that respect, it tracks the House
amendment that is in the House bill,
H.R. 1900, Some have suggested that
we should separate OASI and DI from
the unified budget but leave it in the
reconciliation process. Leaving OASI
and DI in the reconciliation process
might remove it from the budget on
paper but it would leave social security
in the budget process in fact. -

Legislating social security changes as
pbart of the budget reconciliation proc-
ess is, in my opinion, very unsatisfac-
tory regardless of which piece of paper
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you use to account for its operations.
With social security subject to recon-
ciliation, it seems to me we would still
be forced to debate social security
changes in the context of the annual
effort to reduce budget deficits. And
we would be forced to do that this
year, next year, and the year after be-
cause, as we look at those horrendous
budget deficits, they show no signs of
disappearing on any horizon that this
Senator is able to see.

Furthermore and most importantly,
Mr. President, I believe the greatest
source of public confusion and public
cynicism about social security financ-
ing comes from the fact that we have
been talking about the financing prob-
lem and our tremendous budget defi-
cits in the same breath. How is anyone
out there supposed to know that we
are not balancing social security on
the backs of the elderly, as some say,
or not raiding the trust funds to fi-
nance the defense budget as some
have accused us of trying to do, if we
are making all of these judgments at
the same time each year as part of the
budget process?

I want to be very clear about this,
Mr. President: the amendment I am
offering would remove social security
OASI and DI from reconciliation and
require Congress to address the budget
and soclal security as separate issues.

Why do I think we ocught to treat
social security separately? For one
thing, it used to be separate. It was
only in 1968 that we combined it with
the rest of the Federal budget. It has
always been a very distinct kind of
Federal program. That is why I think
it should be separate now.

What kind of a program is it? Unlike
any other kind of program, it is a
social insurance program. It is not wel-
fare, it is not even like the medicare
program, where the benefits of the
medicare program bear no relationship
to the amount of contribution. This is
a program that is financed by its own
worker tax contribution quite apart
from the income tax we use to finance
most other Federal program. It is
Jjudged over a far longer period of time
than most other Federal programs in
the Federal budget process. The Con-
gress reviews fiscal policy with a 1-
year, or a 3-year, or, maybe, on the
rarest of occasions, a 5-year horizon.
Most changes made in spending or
taxes through the budget process take
effect within a year or two—usually a
year or less—with very little warning
to those affected.

On the other hand, the social secu-
rity program has a horizon that is
much longer. This bill looks forward
75 years. We cannot and we do not, in
this solvency bill, cut benefits in the
program quickly, because those now
retired make a lifetime of payments in
the expectation of receiving benefits,
benefits that we do not want to
change quickly, because that would
force them to change their retirement
plans significantly.
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By the same token, those working
today in expectation of receiving bene-
fits in 20 or 30 years need adeguate,
. fair warning to adjust their retirement
plans. That is why when we change
the retirement age, we do it in the
next century, some 30 years from now,
before it becomes fully effective.

8o in this social insurance pr

ogram,
they review this financial status with

the help of actuaries not over a 3-year
or a 5-year or even a 20-year horizon
but over a 75-year period.
. To consider social security only in
terms of its financial condition in the
next year or so forces Caongress to
make changes on short notice to
achieve immediate budget savings and
destroys the notion we have tried so
hard to create, that social security is a
retirement program ' that younger
workers today can count on tomorrow.
Until social security financing is
sparated from the annual search for
some kind of quick fix in the budget,
younger warkers are going to be hesi-
tant to plan on soclal security, to plan
on having its benefits, and they will
remain cynical about not just the pro-
gram but also the Congress that pro-
poses to defend it. :
Mr. President, there is another
" danger included in the OASDI cash
benefits program, the annual budget
process, and that is that the jmmense
size of this makes it an irre-
sistible target for budget cuts, whether

or not those cuts are needed to finance

the program. .
With $200 billion & year in budget
deficits facing us for as far as we can
see, absent a good deal of action, and
social seeurity accounting for $1 out of
every $6 we expect to spend in that
budget, sooner or later somebody is
going to eome along in the search for
budget-cuts and Jatch onto social secu-
rity. Even though we do mot think
that is going to happen today or next
year, mark my words, that is what will

and 150 million contributing workers,
a very small change in the program
can resuit in substantial revenues or

substantial savings in outlays in a very p

short period. .

I have seen on this floor some very
small changes raade in the last 3 days
_that, frankly, will result in tens of bil-
lons of dollars difference in the next
- geveral years on what is in—or, in this
case, not in—the social security
system. Some of my colleagues did not
even know what was happening at the
time, I suspeect.

Only when social security is out of
the unified -budget and the annual
budget process, can we sssure our-
selves and the public that changes
made in the program are to improve
the financing of the program and to
insure its solvency and that they are
not there to eliminate our budget defi-

cits.
Mr. President, some of our col-
leagyes are concerned that social secu-
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rity spending will rise uncontroilably
in the future, and they feel that only
keeping social security in the budget

will force Congress to exereise fiscal -

discipline in this hregram. In my opin-
fon, social- security is an amazingly
stable program in‘the long run. That
is oon . to the conventional
wisdom, but the statistics belie the
conventional wisdom. OASDI outlays
are expected to fluctuste, roughly,
between 4 percent and 6 percent of
GNP over the next 75 years; but 756
years from now, they are to
be about where they are today—about
5 percent of the gross national prod-
uct. '

It seems to me that having its own
dedicated payroll tax clearly identified
as such on payroll stubs is the best
source of fiscal discipline for this pro-
gram. I eannot imagine, fer the life of
me, bowmixiuthhﬂmnduwi:l;ﬁ—‘

pe

program is, the more exacting Con-
grees will be in assuring that it is
adequate

In 1681 snd 19632,

knowledge of the system—bu

American public did not believe
those changes had anything to do with
soeial security, just were needed to

make the President's budget look a-

litile better. . .
If we look at the finaneing for the
the next 78

measure before us, it will present seri-

dent. The chart I have
prepared on the besals re-
ported by the House Ways and Means
Committee. Unfortunately,
which is far ditferent from th

security system I8 going to develop
some very, very large surpluses, and
that sometime after the year 2020,

nificant annual deficits.
As I think my eolleagues can see on
the second chart, OASDI trust fund

S 3589

reserves will begin to grow quite steep-
1y starting in 1990, very steeply indeed,
until about the year 30156 or 2020,

ever dreamed

serves on things on which they should

not be spent.
By the time we wake

problem and wake up and find that we

have created a e

!
i

ing programs, about time we are
going to start finding owt that we are
running huge deficits in the social se-
curity programs as we now know we
are going to do and as we have pro-
vided for, and we will not have the
money to pay our social security bemne-
fits that we are promising people
today.

Mr. President, uniess we te

absolutely inconoeivable t0 me that we
are going to dbe able to finance social
security in any kind of & mational way -
in the long run, even theugh spending
in this program is expected to be rela-

tively stable in relation to the econo- -

expect young workers who
into social security today, nearly 100
million of them, to trust
benefits that they pay in
going to be there when they
years from now? .

The answer is unleas we
social security as I provided, I do not .
think we can. The only answer is for
this Congress to take strong action to

%

‘restore publie confidence in the social

security program before the broad-
based public support for this program
begins to unravel.

The bill before us, as amended by
the Finance Committee, H.R. 1900, is a
very good bill in that respect, not that
everyone likes everything in it, but it
does do the job that we have been
saying should be done, namely, to
either raise the revenues or slow the

- growth of benefits so there will be a

social security system for young
people and their children when they
eventually retire.

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0

S 3590

But if we just leave it at that, if we
do not take the second step, if we do
not_insure that the surpluses we pro-
duce from passage of this legislation
will be protected we will be back here
on this Senate floor—it may be 20
years from now—and we will be saying
to ourselves, “I thought those fellows
back in 1983 solved the mess, but look
at the mess we are in now.”

Mr. President, we do not have to be
in that kind of mess 20 or 30 years
from now. Announcing our intention
by the adoption of this amendment
today, to treat this program responsi-
bly with an eye to the long-term com-
mitment that underlies it, is the way
to address that concern.

So I ask my colleagues to join me in
assuring that social security will be
treated responsibly by separating it
from the unified budget and the
annual budget process.

Mr. STENNIS. Mr. President, will
the Senator yield briefly to me?

Mr. HEINZ. I am pleased to yield to
the Senator from Mississippi.

Mr. STENNIS. Let me commend as
well the Senator for a fine explanation
here of this highly important amend-
ment. It shows thoroughness, com-
bleteness, and represents a lot of work
on his part. He has rendered a real
service here in preparing and deliver-
ing that speech.

I did not get to hear the first part,
but I understand this is an uncondi-
tional and complete separation from
what I call the general budget and sets
all of these funds for this particular
purpose up in the budget of its own.

Mr. HEINZ. The Senator is correct.

Mr. STENNIS. I do not think the
Senator could have chosen a more im-
portant subject with reference to the
entire matter that we have this year.

Mr. President, I ask unanimous con-
sent that I may be joined as a cospon-
sor, one of the sponsors of this amend-
ment.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. STENNIS. Again I thank the
Senator.

. Mr. HEINZ. 1 thank the Senator

from Mississippi for his very kind re-
marks. I am honored to have him as a
COoSponsor.

Mr. STENNIS. I thank the Senator.

Did the Senator say it is going to
reach a point in the year 2020 or 2030,
somewhere in there, of $3 trillion?
What were his figures?

Mr. HEINZ. The Senator is correct.
According to the analysis of the Ways
and Means Committee bill there will
be a surplus that will under their bill
approach some $2% trillion to $3 tril-
lion. We are used to dealing with bil-
lion around here. But I say again this
is trillion dollars, which is nearly in-
conceivable, but that amount will take
more than twice our current national
debt that we all say we are never going
to be able to pay off.

Mr. President, if the Senator will
permit me, this is the way we can elim-
inate a very substantial amount of
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that national debt because social secu-
rity will be able to absorb it and in
that respect such investments will be
in the social security gsystem and most
welcome rather than in the general
funds of the Treasury.

Mr. STENNIS. I was here when it
was separated. Very few knew when it
happened.

Mr. HEINZ. Not everyone can make
that statement.

I thank my good friend from Missis-
sippi.

Mr. RIEGLE. Mr. President, if the
Senator has completed, I wish to make
a statement. .

The PRESIDING OFFICER. The
Senator from Michigan is recognized.

Mr. RIEGLE. I thank the Chair.

Mr. President, I am pleased to join
with my colleague from Pennsylvania,
Senator HEINZ, in offering this amend-
ment which would remove social secu-
rity from the unified Federal budget.

I think it is important to know that
Senator HEeINz served in a distin-
guished way on the Social Security
Commission and the Social Security
Commission has made this recommen-
dation.

The amendment that he and I and
the other cosponsors -are offering
today is an amendment that had the
endorsement of the Social Security
Commission, which included other dis-
tinguished Senators, including that of
the Senator from Kansas, Senator
Dotr, and Senator MOYNIHAN.

So we have in behalf of this concept
the full endorsement of the National
Commission on Social Security, and
this particular item was also included
in the House-passed bill. So this is not
8 new issue.

This is an issue that has been looked
at at length. It has been debated at
length and, as I say, is a recommenda-
tion of the President’s Commission on
Social Security.

The amendment we are offering
today would first require that in fiscal
year 1984 the three social security
trust funds, the old age and survivors,
disability, and hospital insurance trust
funds, all of which are funded through
a separate payroll tax, be included in a
separate functional category in the
Federal budget. Also included in this
separate budget function would be the
Federal supplementary medical insur-
ance trust fund which is mostly
funded from general revenues. In the
fiscal year beginning in 1989, the old
age and survivors and disability trust
funds, which are payroll financed
would be removed entirely from the
unified budget, while the hospital in-
surance and Federal supplementary
medical insurance trust fund would be
retained in its separate functional cat-
egory.

As a member of the Budget Commit-
tee, I am particularly concerned that
any changes that are made in the
social security system are considered
for reasons relating to social security
and not become tied up in the endless
debate on other Federal budgetary
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considerations. As recently as last year
the administration endorsed budget
included $40 billion in unspecified cuts
in social security. The cuts which were
recommended at that time had the ap-
pearance of helping to reduce the Fed-
eral deficit but offered no assurance
that social security benefits were not
being cut beyond what was necessary
to preserve the social security system
by itself as a free standing entity.

One need only review the events of
the last 2 years to see the justification
for this concern. In May 1981, the
Reagan administration unveiled a
package of massive and unprecedented
cuts in social security, whose magni-
tude went far beyond anything reason-
ably needed to protect the safety of
the social security trust funds. The ad-
ministration’s proposal would have
built up substantial reserves in the
social security trust funds which
would be applied toward helping the
administration meet its other objec-
tives in the Federal budget. That same
year we saw the reconciliation bill—an
arm of the budget process—used as the
vehicle for elimination of the mini-
mum social security benefit and
making other reductions in the pro-
gram. Also, last year during considera-
tion of the budget resolution, further
attempts were made to enact unspeci-
fied cuts of $40 billion out of the social _
security system. These cuts would
have produced budget “room” for
other Federal spending categories
without any assurances that social se-
curity benefits would not be cut
beyond what is absolutely necessary to
preserve the system’s financial integri-
ty

So I think it is clear what ought to
be done here is what the Social Secu-
rity Commission named by the Presi-
dent has recommended, namely we
separate these funds out of the
budget, and that we handle them on
their own basis.

We are taking the other steps to
insure their integrity in terms of new
outside public participants on the
board and by the financial steps that
we are taking to put the system on a
sound financial footing from an actu-
arial point of view. The particular rec-
ommendation of the Commission we
are now considering is fully in keeping
with that set of moves, and I think the
best and surest way for us to eliminate
the temptation to go in and, as the
Senator from Pennsylvania says, try to
latch on to those social security re-
serves in future years as those reserves
build up. What we are doing here is to
take and move them over into a sepa-
rate category where we cannot get at
them in the budgetary framework and
where the financial integrity of social
security and the revenue-benefit rela-
tionships will be maintained solely in
their own right and protected in that
fashion.

Mr. President, in addition to con-
cerns what social security should not
be part of the political forces which
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are part of the budget process, we
must remove the temptation to use
social security trust funds to disguise
the extent of the deficit in the rest of
the budget. Fluctuations in trust fund
balances are cushioned by trust fund
reserves, but as long as social security
remains a part of the unified budget
they also appear to effect the Federal
deficit or surplus, which provides mis-
leading information of the annual
budget deficit.

Over the past few years, social secu-
rity has been running an annual defi-
cit and thereby paying benefits out of
the reserves in the trust funds. This
made it appear that the Federal Gov-
ernment had to engage in new borrow-
ing, when in fact the total deficit cre-
ated by the shortfall in social security
revenues was met by using surpluses
from previous years. In addition, in
the next few years, after we enact the
legislation we are now considering, the
social security trust funds should be
running a rather large surplus. Under
the compromise package it is estimat-
ed that by fiscal year 1988 the trust
funds will have a surplus of over $14
billion. If social security Is included in
the deficit totals for that year, it will
appear that the Federal Government
will have to borrow less to meet the
Government-wide shortfall, when in
fact, the surplus in the socfal security
trust funds must be kept in reserve for
future social security beneficiaries. -

Mr. President, finally I would like to
make it clear that I do not believe that
placing the social security trust funds
in a separate functional category, re-
moving it from the unified budget, and
removing it from the reconciliation
process will solve either the financing
problems of the social security system
nor problems with the Federal deficit.
It was not intended to do that. What it
will do is clarify the choices which
must be made on both of these vital
issues and insure that those decisions
are made fairly.

As I say, and I do not think it can be
said enough, we had Senators from
our body here serving on the Social
Security Commission. That Commis-
sion was dominated 2 to 1, 10 hembers
to 5, by appointees of the President
himself, and that Commission made
this recommendation.

I say to the Senator from Ml.sslssippl
and others, the Commission itself
made this recommendation. The chair-
man of the Senate Finance Committee
was on that group and was party to
this recommendation. The House has
adpoted it in their bill, and it ought to
be in here because it provides, I think,
every person in this country with cer-
tain knowledge that the social security
funds are going to be treated in their
own right, there will be no tampering
and people want that. That is one
thing that has come out of this debate
as these concerns have arisen out in
this country, people who are
into the social security system day in

and day out want that money set aside.

and they want it kept inviolate and
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they do not want it left in any fashion
where moves can be made to change
the social security arrangements in
order to try to meet certain other
spending priorities within the Federal
budget.

There is & need for a clear division
here. These are  trust funds, and

trust” implies a special fiduciary ar-
rangement, and by separating this out
in this fashion we will be in a much
better position to protect this money,
to see the integrity of the system
exists over a longer period of time and,
I think, restore the confidence of the

American people,
CI addressed the

Mr. DOMENI
Chalr.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President, I do
not want to take a Jot of time but I un-
derstand the distinguished Senator
from Florida desires to speak on this
subject and he will be here shortly. I
will take a few minutes though.

I would like to remind the Senate
that the blue ribbon panel on social se-
curity reform was established to pro-
vide the Congress with a set of recom-
mendations to'close the funding gap in
social security. The B8ocial Security
Reform Commission was not estab-
lished to review Federal budgetary
practices. There was such a panel
about 15 years ago, the President’s
Commission on Budget Concepts, and
that Commission reviewed the way the
QGovernment handled its budgetary
duties and found a lot of things wrong.

The Budget Concept Commission de-
cided that the different and competing
budgets confused the public and Con-
gress and impeded governmental deci-
sionmaking. It recommended that a
single unified budget should be adopt-
ed to improve the utility of the
budget. This unified budget would in-
clude all of the trust funds; including
social security.

Mr. President, I bring up that bit of
history to fllustrate a point. The Com-
mission established to reform social se-
curity arrived at a conclusion totally
different and at odds with the Com-
mission established to address reform
in budgeting. If we were to appoint a

similar budget commission today to

study budget questions, what might
they conclude? Such a commission,
consistent with the blue ribbon com-
mission, would probably include the
chairman of the House Budget Com-
mittee, the chairman of‘ the Senate
Budget Committee, and maybe - even
the Director of the Office of Manage-
ment, and Budget.

What would they say a.bout remov-
ing social security from the unified
budget? Mr. President, we do not have
to speculate about what they might
say. Instead we can refer to a letter
that I and the other two principals
sent to the Social Security Reform
Commission. The letter states:

We strongly recommend that the social se-
curity program remain in t.he unlﬂed Feder-
al budget. -
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The letter explains the reasons
behind the recommendation, and I ask
unanimous consent that the letter be
made a part of the Recorp after my
remarks so that the Senstors may
review the text.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

(See exhibit 1.)

Mr. DOMENICI. Another member
of a commission to review budgetary
practices would certainly be the Direc-
tor of the Congressional Budget
Office. Again we do not have to specu-
late as to what the Director of the
Budget Office might say. We have a
recent letter and I ask unanimous con-
sent it be made a part of the RECORD.

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

(See exhibit 2.)

Mr. DOMENICI. Dr. Rivlin states at
one point in her letter:

. [FIrom the perspective of good budgeting
practice, the proposal to remove amounts
that represent about one-quarter of all Fed-
eral spending is inadvisable . . . It is com-

prehensiveness, and integrity of the unified
budget be maintained.

Finally, a commission mlzht include
representatives of the groups affected
by the change. What would the largest
group of retirees, the American Associ-
ation of Retired Persons say? Again we
do not have to speculate. We need
only refer to their written statement: .

On behalf of our more than 13 million
members, we urge, in the strongest possible
terms, that you not.be stampeded into sup-
porting any legislation that would remove
social security from the “unified budget.”

1 ask unanimous consent that letter
be made a part of the RECORD also.

The PRESIDING OFFICER. With-
out objection, it is 80 ordered.

(See exhibit 3.)

Mr. DOMENICI. I do not mean at
all to denigrate the action of the
Social Security Reform Commission
on the budget issue. But this Commis-
sion was not established to review
budgetary treatment of social security.
If it had been established for that pur-
pose it would have been composed of
somewhat different members. What
these letters show without doubt is
that a commission charged with re-
viewing the role of social security in
the budget would have arrived at a de-
cision to leave social security in the
unified budget. That was true 15 years
ago; it is true today.

Mr. President, the argument that
social security will in the future, God
willing, and we hope, have some sig-
nificant reserves and therefore it
ought to be taken off budget because
of those reserves just does not make
any sense.

One would conclude that because it
is going to have reserves in a trust
fund that we are going to spend trust
fund money. What is next? We have a
highway trust fund. It has been on the
unified budget. We do not spend ev-
erything that is in that trust fund
every year. It is accounted for. If you
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want to go look at the account, you
can find it.

The next logical thing is: Why do we
not take the highway trust fund off
budget? What is the next logical
thing?

Mr. CHILES. Aviation.

Mr. DOMENICI. The aviation trust
fund. Then you can look at the other
pensions, including the military and
the civilian pensions. Why do we not
take them off, and in particular the ci-
vilian pension trust fund? That is said
to be an annuity and the montys are
supposed to be there; even if they are
not, some think they are. We can take
it off. Then we can start funding it out
of general funds, and we will not even
have on the budget what we are fund-
ing with general funds.

So, Mr. President, the argument
that we are going to have excesses,
surpluses in that fund that comes
from tax dollars, that spends money
into the American economy, that has
reserves that have to be invested, that
probably all by itself has more eco-
nomic impact in terms of looking at
what happens to the American econo-

' my—how much are we taxing .for it?
How much are we spending as a pro-
portion of the GNP? We are going to
say let us take that one that has the
most impact—and there is nobody that
thinks any other fund has more
impact—and we are going to set it over
on the side and say it is not part of the
American badget.

We canmot really belieye that is
what will happen if we take it off
budget. We are going to be bringing it
back on budget every time we look at
the effect of Government, taxes,
spending, trust funds on the economy
of the United States. Why not put it
where it belongs? Put it in the unitied
budget.

The fact that you have reserves does
not mean that you can spend trust
fund moneys for those items that are
in a national budget that are not part
of the expenditure of trust fund
moneys. They will be accounted for as
they have been in the past.

I compliment my friend from Penn-
sylvania. He has worked very hard on
this. He has a genuine concern. I just
do not believe that the concern that
he expresses that we might at some
time be tempted, as he has described
here—is sufficient reason to take this
important segment of the economy
and take it off budget.

Mr. President, it is obvious to my
that this amendment violates the
Budget Act and, at the appropriate
time, I will make a point of order, but
I will not do it at this point.

Mr. President, I want to restate
some of the reasons I oppose the
effort to remove the social security
trust funds from the unified Federal
budget. Such a move would be bad eco-
nomic and budgetary policy. It would
not contribute one dollar to closing
the enormous funding gap in the
social security program.
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I think it is time to examine some of
the arguments made in favor of re-
moving social security from the
budget. The first argument is that
Congress has made changes in the
social security program solely to
achieve short-term budgetary policy.

This argument is not valid. Recent
proposals to change social security
have not been made simply to reduce
the unified budget deficit. Changes
were suggested because trust fund re-
serves declined to critically low levels.
Changes were suggested because they
were—and still are—needed to insure
that all benefit checks go out come
July of this year, and every month
thereafter.

"A second argument is that social se-
curity has somehow suffered by being
included in the unified Federal
budget. This argument is also invalid.
During recent years, the inclusion of
social security and medicare within
the Federal budget has actually
caused deficits to be larger than they
otherwise would have been.: Since
1969, when social security was first in-
cluded in the budget, the Federal defi-
cit has been less only four times. In 10
years, social security made the Federal
deficit deeper.

The next argument I want to chal-
lenge is that social security should be
removed from the budget to protect its
viability as an intergenerational retire-
ment plan. It is true that social secuity
has a long horizon—we look at it in 75-
year chunka. However, Congress would
need to take all other retirement pro-
grams off budget to be consistent. We
would need to remove Federal civilian
and military retirement, and many
smalier programs. .

Congress has already given an indi-
cation of how it feels about the valid-
ity of this argument. Last year, the

proposed to removed the
railroad retirement program from the
unified Federal budget. Neither the
House nor the Senate even considered
that proposal. I do not think it would
be logical to remove one program and
not other similarly situated programs.

Another argument frequently made
is that social security should be re-
moved from the budget because it is a
trust fund program. Again, all trust
funds would need to be removed from
the budget to be consistent. That
would mean lumping social security
and Federal employee retirement into
the same catégory as, for example, the
highway trust fund. Removing all
trust funds would mean about 35 per-
cent less budget coverage of spending
and taxation.

If Congress allows social security to
be excluded from the budget on the
grounds that it is special, what pro-
gram will be next? Will we exclude na-
tional defense because it is too impor-
tant to handle on a year-to-year basis?
That has already been proposed, and
it will be much more difficult to deny
if we set a precedent with social secu-
rity.
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Another argument sometimes made
for removing social security from the
budget is that public understanding of
the budget and social security would
improve. This is simply not the case. It
would, instead, make it appear that
Congress wants to hide Federal budget
realities from the American people.
The media and the public would justi-
fiably accuse Congress of sweeping its
problems under the rug.

There exists a great misperception
that removing social security from the
budget will somehow help resolve the
financial problems of the system. Let
me lay that myth to rest. Removing
social security from the budget does
not contribute $1 to social security sol-
vency.

In fact, it may increase the future fi-
nancial problems of the system by
making it more difficult to arrange
temporary or permanent infusions of
general revenues. This may be a par-
ticular problem for medicare, given its
bleak financial future.

I want to commend my colleague
from Pennsylvania, the chairman of
the Committee on Aging, for alerting
us about the problems of dealing with
the large surpluses expected to build
up in the retirement trust funds in the
years beyond 1989. It is critical to
allow those reserves to accumulate so
that we have funds to pay for all bene-
fits when the baby boom generation
retires.

We must not be tempted to use
these reserves to pay for deficits in de-
fense or welfare or any other Govern-
ment programs. We must, instead,
insure that the reserves are not used
to cover the massive deficits we face in
the medicare program. We must also
insure that these future surpluses do
not tempt future Congresses to in-
crease social security benefits for
short-term political gains.

These are indeed serious problems,
and I am sure my colleague from
Pennsylvania will help us find a way
to insure that the large reserves do
not lead us into temptation.

Mr. President, I recognize that the
effort td remove social security from
the budget is intended only to help
the social security program. Unfortu-
nately, the arguments in favor of re-
moving it are weak.

Social security programs, like all
other programs, must be reviewed con-
stantly to assure that they are fulfill-
ing the basic objective of providing a
timely and adequate income for our
Nation’s retirees, survivors, and dis-
abled. Removing social security from
the budget pracess would only make
such review much more difficult.

ExHIBIT 1
U.S. SENATE,
COMMITTEE ON THE BUDGET,
Washington D.C., December 2, 1982.
Dr. ALAN GREENSPAN,
Chairman, National Commission on Social
Security Reform, Washington, D.C.

DEAR ALAN: As stewards of the federal
budget process, we strongly recommend
that the social security program remain in
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the unified federal budget. It would be de-
ceptive ahd unproductive to remove social
security from the budget, as many members
of the National Commission on Secu-
rity Reform are suggesting. This option
would not contribute one dollar to closing
the $130 billion to $300 billion short-term
deficit the commission identified in the re-
tirement trust fund. It would merely ob-
scure the problem.

Commission memorandum number 53 ex-
plained some of the pros and cons of includ-
ing social security in the unified federal
budget. We would like to add to this memo a
few more reasons for keeping social security
in the budget.

Social security trust funds involve so
much money—over one quarter of all feder-
al outlays—that to omit them from the
budget would misrepresent the govern-
ment’s activities and their economic impact.

Inclusion of trust -funds in the unified
budget allows for & more honest and
straightforward budget presentation. The

American people are thus able to see clearly
how the government spends revenues, .

Social securitiy funds may not be used to
pay for other government programs or to
balance - the budget. These funds have
always been used t0 pay benefits and admin-
istrative costs for social security only, and
will continue to be used only for those pur-
poses. Keeping social security in the budget
does not threaten its separate status.

Social security programs, like all other
programs, must be reviewed constantly to
assurethnttheymmnmlncthemob-

jective of providing a timely and adequate.

income for our nation’s retirees, dependents,

and disabled; removal of the program from

g!;fe‘ budget would make such review more
ey b

The public will perceite any changes in
the present security accounting
method as manipulation and an attempt to
hldet.hemmdﬂcofthelodﬂsecurltyﬂ-
nancing problem.

The National Oommlldon was established
to solve the social security problem, not sub-
stantially aiter the federal budget prooess.

We are sympathetic to the desires of the
members of the comimission to ensure that
social security is not used to improve or
mask the overall budget picture. There is a
simple and honest way to do this. Social se-
curity could be displayed within the present
unified federal budget as a separate budget
function, apart from other income security
programs, This would clarify the trust fund
nature of the program while retaining its
impact within the féderal budget. We would
be willing to wark for such a change in cate-
gorization if the commission believes it
would increase public understanding of the
relationship between social security and the
rest of the budget.

We commend the members of the commis-
sion for the hard work and bipartisan spirit
that they put into this difficult task. We be-
leve that a great deal of this progress will
be eroded if the commission recommends a
change in how we present social security in
the budget but fails to recommend a set of
concrete ways to ensure the solvency of the
system. As the American public is well
aware, taking social security out of the
budget does nothing to solve the social secu-
rity financing problem.

Sincerely,

Senate Budget Committee.
JaMES R. JONES,
Chairman,
House Budget Committee.
DAvID A. STOCKMAN,
Director,
Office of Management and Budget.
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ExHIBIT 2

CONGRESSIONAL Buparr Orrr
- Washington, D.C., March 14, 1983
Hon. Pere V. DoMznICI,
Chairman, Committee on the Budget, U.S.
Senate, Washington, D.C.

DEAR MR, CHATRMAN: This i3 in response to
your request for my comments on the advis-
ability of removing the Social S8ecurity ac-
counts from the budget. From the perspec-
tive of good budgeting practice, the proposs.l
to remove accounts that represent
one-quarter of -all federal spending Is eer-
tainly inadvisable. In 1869, when Social Se-
curity and other trust funds were combined
with other programs into the unified budget
on the basis of recommendations by the
President’s Commission on Budget Con-
cepts, the principal reasons were the need
for a comprehensive budget and for a single
measure of budgetary balamce to ensure
sound fiscal practice. Those needs are no
less urgent today.

Exclusion of Social Security would con-
fuse public understanding of.the govern-
ment’s fiscal impact.-The unified budget is
consructed to show clesrly the flow of cash
to and from the federal government. Deci-

increases
ordecreaseunthedencittndmthe govern-
ment’s need to borrow. This important
bottom-line data will be needed no matter
how Social Security s posted on the books.
practice highlights the

trast, removing Social Security outlays and
receipts from the budget will be confusing.
To arrive at the governments’s borrowing
needs In any fiscal year, budget documents
wouldhavewdlsphys“umnnbudcet
deficit or surplus” plus a “Social Security
deficit or surpius” to arrive at a “total deficit
or surpius.” To some extent, this confusion al-
ready exists because of eurrent off-budget
entities, but putting one-quarter of federal
activity in the latter
the situation " Discussions  of
“the size of the federal leeter' would be
similarly confused, sinoe many are familiar
with the fact that the federal government’s
budget is 20 to 35 percent of gross national

(GNP) and seven of those peroent-
age points would disappear with removal of
Social S8ecurity.

The budget should be as inclusive of fed-

eral activities as possible. In order for the
Congress to make informed decisions on
how to allocate public monies, it is essential
that the basic document underlying those
decisions include all federal programs, so
that comparisions can be msade and tra-
deoffs can be explicit. This argues for a
comprehensive budget, indeed one that
would incorporate currently - off-budget
{tems and a more satisfactory treatment of
federal credit and tax expenditures, not one
gnt excludes & major portion of federal ac-
vity.

Social Security is, of course, different
from most other programs. Because it is the
heart of the social insurance system and be-
cause it embodies & long-term contract be-
tween the people and the government,
Social Security benefits should not be treat-
ed as an annual discretionary spending
option. But inclusion in the unified budget
in no way connotes such a disposition. In
the long-term, moreover, inclusion of Social
Security in the unified budget does force
the Congress to ask the right question: How
much can the nation’s economy afford for

given competing claims on
the economy and given the willingness of

would worsen.
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taxpayers to pay? Making Social Security a
separate entity would unnecessarily narrow
this question into “How high a level of
benefits can payroll taxes support?”’—a
question that ignores competing claims, al-
ternative tax sources, and the burden of
other taxes.

Exclusion of Social Bocurlty from the
budget would establish a bad precedent.
Within recent months, I have read propos-
als to remove from the budget & number of
accounts based on many of the same argu-
ments now advanced for removing Social Se-
curity. For example, some have advocated
moving off budget all trust funds (on the

principle that their revenues, like Social Se-

curity’s, are dedicated), all federal retire-
ment programs (because they should not be
an annual political football), and national
defense (because it is too important to be
hostage to cyclical problems). Social Securi-
ty’s removal might lend support to such pro-
posals. In the end, we could have a prolif-
eration of federal sub-budgets, completely
eroding .the usefulness of the budget as an
economic and allocstive instrument. More-
over, federal trust funds as a whole are pro-
jected to be in substantial surplus over the
next five years and, if these surplus ac-
counts are removed from the budget, the

budget that remains will show larger defl-
cits than are currently projected.

The courageous and hard-fought compro-

Security

mise on Social involves real
changes in the Social Security system and
merits greater public in the sys-
tem’s future. It would be te if the

measure to remove Social Security from the
unified budget undermined confidence in

that compromise.

As the . struggles with serious
pmblemhbothwwlxmm
mmdinthc it is criti-
cally important that ty, comprehen-
siveneu.nndint.ecrltyofth  unified budget
be maintained.

Sincerely,
Arzox M. RivLIN
: Director.
EXRINT 3

NATIONAL RETIRED TRACHERS ASSO-
CIATION, AMERICAN ASSOCIATION
or RETIRED PERSONS,
Washington, D.C. May 13, 1982,
Dzar Szpwaror: On of our more
than 13 million members, we urge, in the

thnt would remove social ncuﬂty {from the

‘“unified budget”. S8uclhr a move would set
the stage for proclplwul and drastic short-
term benefit cuts or large increases in pay-
roll taxes,

The social security system faces very seri-
ous short and long-term financial problems
which must be addressed and soon. The re-
moval of the social security programs from
the unified budget would limit the options
available for dealing with those problems.

Given the magnitude of the payroll tax in-
crease legislated in 1977 and the adverse
economic impacts which further legislated
payroll tax increases would have in the
short term, this option is bad public policy
and unacceptable.

Short-term reductions in benefits for per-
sons who are already on the rolls (ie., re-
ductions in cost-of-living adjustments or re-
ductions in underlying benefits) or for per-
sons who are about to come on the rolls d.e.,
new beneficiaries) are equally bad and unac-
ceptable. Such reductions would amount to
a changing-of-the-rules-of-the-game on
people after the game is over and would cer-
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tainly drive up the incidence of poverty
among the elderty very substantially

By leaving social security’s programs
where they are—within the unified budget—
& far greater number of options are availa-
ble to provide the system with whatever
may be needed to maintain the system’s
contingency reserve funds at levels suffi-
cient to assure the payment of benefits at
levels presently promised.

We know that some have argued that
social security should be removed from the
unified budget a8 & means of insulating the

Budget
mittee indicated in its Resolution, some $40
billion over the next three years to assure
the system’s continued ability to pay bene-
fits on time.) We are sure that those who
espouse this particular line of reasoning and
who are opposed to short-term benefit cuts
would not opt far billions more in payroll
taxes. But with the gystem outside the uni-
fied budget, there are no other options
(other than an annual appropriation subsi-
dy—something unlikely to happen). It
would be fllogical and inconsistent to argue
that the social security system should be re-
moved from the unifted budget to prevent
reductions in beneftts but be included in the
budget for the addition of billions in non-
payroll tax revenue (i.e., general revenue).

Others, who support removal of the social
security programs from the unified budget,
argue that the debate over social security
has become much too politicized and that
removal of the programs from the budget
will facilitate the development of a biparti-

social security programs are located for fi-
nancial and accounting purposes.

The Associations are clearly on record as
supporting an automatic infusion of non-
payroll tax revenue into the programs, if
needed to maintain the solvency of the
system. We adamantly oppose short-term
benefit reductions (including reductio;
cost-of-living adjustments) and further in-
creases in payroll taxes. We believe that
leaving the system within the context of the
budget as 8 whole will provide the National

Xpenditures of close to $200 billion per

]
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year, it can not be ignored if policymakers
are to make informed and rational decisions
on fiscal and gemeral economic policy mat-
ters. We hope the Semate will quickly put
aside any consideration of this matter and
get on with the task of developing a budget
for the nation that is fair and makes sound

Mr. HEINZ. Will the Senator yield?

Mr. DOMENICI. For a question?

Mr. HEINZ. Yes, for a question.

Mr. STENNIS. Mr. President, 1
would like to ask for the floor at this
point for 4 minutes.

The PRESIDING OFFICER. Does
the Senator yleld the floor?

Mr. DOMENICIL I have the floor
and the Senator from Pennsylvania
wanted to ask me a question and I
yield for that purpose.

Mr. HEINZ. I thank the Senator

that I refer to is that he says
that we will be taking social security
off budget. Does the Senator suggest
receipts and the expenditures
of this trust fund will be in some way

hidden the way offbudget programs
are hidden? Is that what the Senator
ia suggesting?

Mr. DOMENICI. Well, I did not use
the word “hidden.” Some offbudget
items might be hidden to some people;
some of the loan programs of our
countiry that are not on budget, people
might perceive that they are hidden.
if you want to dig them up, you
dig them up, ’0 there is no con-
spiracy to hide them. That really was
not my point.

My point was that social security is
such an important part of Govern-
ment, and if you have a budget that is
supposed t0 reveal facts about Govern-
ment, the percent of taxes versus GNP

March 22, 1983

Mr. HEINZ. Will the Senator yield
for a further question?

Mr. DOMENICI. I am pleased to
yield.

Mr. HEINZ, -Prior to the consolida-
tion of the trust funds in the adminis-
trative budget, there was a solution to
this problem which the budget in 1968
and in previous years had. Is the Sena-
tor suggesting that, prior to 1969,
when the budget was displayed, that it
was not possible to get a clear idea of
the overall macroeconomic impact on
the budget? Is that what the S8enator
is saying?

Mr. DOMENICI. Well, I say to the
Senator, as I indicated in my opening
remarks, the blue ribbon Commission
on Social Security, as I view it, was
made up of people appointed by the
President because of their position in
Congress and in society to know a lot
about social security. That is why they
were appointed. There was one other
commission 15 years ago that had to
look at budgeting. And I can rely on
them. They operated in the timeframe
the Senator is asking me about. They
concluded that we had too many bud-
gets and, therefore, social security and
all other operations should be on one
budget.

My own experience tells me that,
but that is the only answer I have to
the Senator's question. A commission
15 years ago thought that it should be
on a budget. '

Mr. HEINZ. If the Senator will yield
further: Is he aware that prior to
fiscal 1969, the problem of identifying
the overall effect of Federal financial
receipts, disbursements, and other op-
erations was solved by publishing a
consolidated summary of the adminis-
trative budget and trust fund budget?

I have here, page 41 of a document
entitled, “The Budget of the United
States Government for PFiscal Year
1968.” 1 ask unanimous consent that
page 41, which sets forth the way in
which this was achieved and, as I en-
visage, might be achieved in the
future, be printed in the REcorbp.

There being no objection, the table
was ordered to be printed in the
REcorbp, as follows:

TABLE 1.—BUDGET RESUME: ADMINISTRATIVE BUDGET AND TRUST FUND RECEIPTS AND EXPENDITURES

o bltions of doltars)

Administrative budget funds

Trust funds

Description

1966 actual

1967
estimale estimate

554 822
301 kX

91 93 (8 39 45

107 119
~6 -8

1047

117.0
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TABLE 1.—BUDGET RESYME: ADIRNISTRATIVE
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So rather than go back to 1968 and
in 2 minutes 1ook st this, I would con-
clade that the Commissiornt’s major
recormmendstion found great fault
with this as a part of our budgeting
practice. :

Mr. HEINE. I thank the Senator for
ylelding and for answering those ques-
tions. I appreciate them very much.

Mr. DOMENICL I thank the distin-

‘guished Senator fram Pennaylvania. I

yield the floor.
Mr. STENNIS. Mr. President, I shall
not detain the Senate very long now.

I s very much interested In the 1

practical side of the paint involved
here, Mr. President, because I was
here and have a distinct recollection of

mﬁh,onlmyMIwrkmdl
do not have any special knowledge of
the subject. )

where in there, and all of & sudden a
big question came up about the merg-
ing of the budget. I do not think
anyone knew st the time, or many of

us did not know at the time, just what

had happened. It was in dispute. But
at the same time—and I have forgot-
ten what the amount was—a very
small diack dbudget showed up, I think
less than $1 biftion—and I am sure it
was—and that was the last black
budget we had, by the way. It was part

appreciation that I have for the work
he does. But one of the bdig things that
will come out of this bffl, if we are able
to pass a b, wil be a correction of
this sttuation. When ft has $2 trillion
or $3 trillion I it, somebody else will
have to do the same job of making cor-
rections, changes, and everything else,
1 do not believe our successors will let
that money He around and be
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they are the ones I have dealth with,
they will be a lot better off in their
own mind and, actually, they will be
better off, too, in the way it will come
out.

I hope we can pass this. I believe it is
Just essential as a step in reform at
this time.

I yield the floor, Mr. President.

The PRESIDING OFFICER. The
Senator from Florida.

Mr. CHILES. Mr. President, I am op-
posed to this amendment that would
take the socjal security and disability
program out of the unified budget.

I have always said, and will continue
to say, that we should not cut social
security benefits to make up for defi-
cits in the rest of the budget. That is
the stated ifitent of the amendment,
and I agree with the goal. However, I
do not think this amendment is neces-
sary to achieve that goal, and I think
it would have two serious side effects.
First, it would destroy our ability to
make national fiscal policy. Second, it
could lead to greater Presidential
power over Federal spending levels.

I would like to explain that.

Our primary concern with social se-
curity is to keep the trust fund sound,
so that full benefit payments can be
assured. But that does not mean that
on & month-by-month or a year-by-
year basis the trust funds take in just
as much as they pay out. During peri-
ods of strong economic growth, when
most people are employed and paying
taxes, the trust funds run a surplus
and build up revenues. During reces-
sions, fewer people are paying takes
and more people take early retire-
ment, so that the system draws down
revenues. This is fine for balancing
the trust fund, because it should even
out over time.

However, when we consider fiscal
policy, we are concerned with the total
impact of the Federal deficit on infla-
tion and on the credit markets. For
those purposes, what counts is the
total amount of cash the Government
puts out in spending, compared to how
much it takes back in taxes. If spend-
ing exceeds taxes, then fiscal policy is
stimulative, whether that spending
comes from general revenues or from
trust funds. If taxes exceed spending,
then fiscal policy is restrictive. Infla-
tionary pressures are restrained, but
so are the forces for economic growth
and employment.

Now I am not saying that fiscal
policy concerns should dictate social
security benefits. Certainly they
should not. I am saying that we have
to know what fiscal policy is. We need
some mechanism to add up all spend-
ing and all taxes and see how they
compare. If we did not call it the uni-
fied budget, then we would have to
call it something else.

The proposed amendment of the
Senator from Pennsylvania says: Not-
withstanding any other provision of
law, any concurrent resolution on the
budget under this title shall not in-
clude in the provisions for the appro-
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priate level of total new budget au-
thority and total outlays required, the
estimates of total new budget authori-
ty and total outlays for each major
functional category or for the recom-
mended levels of Federal revenues re-
quired under this section, any
amounts attributable to budget au-
thority and outlays for the Federal old
age and survivors insurance trust fund
and the Federal disability insurance
trust fund. That says to me when we
are considering fiscal policy, “Stick
your head in the sand.” You cannot
find out. You cannot total up how
much you are spending. .

I guess we will have to walk around
the back door. I guess we will have to
pass slips of paper in code because we
cannot have a total unified budget.

How in the world are we going to
ever be able to say that we know some-
thing about fiscal policy?

We go back to these arguments
about 1967 and 1968. Who in this Con-
gress was concerned about total fiscal
policy at that time on anything more
than maybe a 1-year basis? We did not
look at 5-year numbers; we did not
look at 3-year numbers; we did not
know or talk much about stimulative
policy; we did not talk about macro-
economics. We also were building in
the mechanisms for these tremendous
deficits that we have been running
ever since. .

We have been trying to unwind that.
One of the ways of unwinding it is to
at least provide ourselves with all the
information we need to have to make
rational decisions which we have to
make to determine whether we have a
stimulative policy or whether we have
a restrictive policy.

My goodness, to say that we are
going to have all this money as a sur-
plus in social security, and that it is
going to tempt us, I can say to my dis-
tinguished friend from Pennsylvania
that this is a beautiful argument, but
the argument, prior to the time we
had these new figures, was just the
other way. The argument was that we
wanted to take it off budget because if
we do not take it off budget we were
going to find people trying to cut
social security to balance the budget.

Now we are reversing, and now we
are saying: “My gosh, we do not want
to put it on-budget because we will be
tempted to spend all this extra
money.”

I wonder how many of us really be-
lieve there will be all of these surplus-
es in social security between now and
the year 2010. I wish I did.

I wish I believed that we were not
going to have to revisit social security
again as we have already revisited it
since 1978. I am afraid we might well
have to, because some things can
change.

We know that when we are really
talking about what we are seeking
here, we are seeking to make ourselves
face up to the need for responsible
fiscal policy. And remember this: the
House has taken medicare off budget
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and left medicaid on. How in the world
are we going to be able to relate policy
changes and differences in what we
are doing with that kind of situation?
That is the temptation. If we are going
to take old age and survivors insurance
off, why not medicare? Medicare—the
fastest-growing program we have in
the Federal budget today, the next
crisis that is waiting to blow up on
us—are we now going to take medicare
off budget?

It certainly can be tempting. We can
make the same kind of arguments as
to why we should take social security
off. We do not want to see people af-
fecting medicare policy and the health
of old people just because it might be
affecting the budget. Certainly, it
does. Certainly, we need to know what
that effect is.

Are we going to say on medicare we
cannot use those totals anywhere, as
the Senator from Pennsylvania has
sald here: “you cannot include that
total.”

My goodness, Mr. President, I hope
that the Senate—that has tried since
we have put the Budget Act into
place—will be working to put things
back on budget. The thrust in the
Budget Committee, as my distin-
guished friend from Michigan knows,
by many members of the Budget Com-
mittee, is to take some of the items
that have managed to get themselves
off budget, some of. the agricultural
credit programs, and say those need to
come back and be on-budget, and that
we need to be able to count those be-
cause that is borrowing authority.

My friend from Colorado is always
talking about having items out there
that are always drifting around, that
are affecting policy, that are affecting
what interest rates are going to be,
that are affecting how much credit is
out there in the market, and that are
off budget. But here we are talking
about reversing a proposition that the
Senate has been working very hard on,
to put items back on budget.

We started it with the adoption of
the Budget Act. We have tried to con-
tinue it, to make these items come into
the budget. Now we are going to take
this giant—and I say giant—step back-
ward, because we say social security
will be off budget. We shall stick our.
heads in the sand. We will not allow
ourselves to look at how much we are
taxing, how much we are paying out,
how much the Government is taking
from people, to add that number with
the general revenue tax and with
every other tax we have to determine
what is going to be the overall effect
on the growth of our economy, on the
amount of savings that will be availa-
ble, on the amount of capital that we
are trying to create with all of those
items.

I think this would be a giant, giant
step backward for the Senate and the
Congress to take. I certainly hope it is
a step that we will not take.
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The proposed amendment would

prohibit us from counting social secu- .

rity revenues and outlays in the totals
revenues and apending we put into the
budget resolution. Those totals are the
only place where Congress addresses
fiscal policy. We have no other mecha-
nism to add up taxes and spending and
we what it does to the economy. The
public would not belleve us if we pub-
lished a deficit each year, but did not
fnclude huge portions of Federal taxes
and spending. It has already become
common knowledge that there is
about $17 billion a year of off-budget
spending that adds to the Federal defl-
cit. All the expert testimony we have
had from economists at the Budget
Committee tells us that we ought to be

Most people are aware that social se-
curity is a trust fund, and it is the

ConaressyoNaL BupceT Orrice,

U.8. Congress,
Washington, D.C., March 14, 198
Hon. Prren V. Doxxwrcr, ~

Jess urgent today. .

Exclusion of Social Security weuld con-
fuse public understanding of the govern-
ment’s fiscal impact. The unified budget is

CONGRESSIONAL RECORD — SENATE

constructed to show clearly the flow of cash

ment’s meod tp borrow. This fmportant
bottom-ine data will be needed no matter
how Social Sscurity is posted on the books,

receipts from the
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budget that remains will show larger defi-
cits than are ourrently projected.

The courageous and hard-fought compro-
mise on Social Security involves real
changes in the Social Security system and
merits greater public confidénce in the sys-
tem's future. It would be unfortunate if the
measure to remove Social Security from the
unitied budget undermined confidence in
that compromise,

‘As the Congress struggles with serious

was born In the impoundment

of this
amendment does not put medicare off-
budget, the House version does, so it is
part of the problem we open up if we
adopt this amendment. While medi-
care is authorized under the Social Se-
curity Act, and paid for by a special
payroll tax, it is quite different from
the retirement system. Benefits are
not linked in any way to contributions.
Anyone who oontridutes gets full
benefits, no matter how much or how
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trust fund will continue to grow every
year, reaching over $400 billion by
1995. We cannot avoid the fact that
medicare costs are projected to double
in the next 5 years. The reforms being
considered in this bill (H.R. 1900),
though very significant, will not take
care of that problem. We will have to
be looking at a variety of solutions,
and some consideration of general rev-
enue financing as well as cost control
measures will inevitably be options we
will have to consider. That has to be
done in the context of the overall uni-
fied budget.

The impact of medicare on the Na-
tion’s economy is significant. Health
care is big business. Medicare alone
now accounts for 17 percent of all
health care payments in the United
States, and medicare alone will soon
grow to 1% or 2 percent of the total
GNP. Whatever actions Congress
takes in medicare have to be viewed in
the overall national economy context,
as well as in the context of how those
actions will affect 30 million medicare
beneficiaries.

The House version of this bill recom-
mends that, after 1988, the hospital in-
surance trust fund be considered out-
side the unified budget, but that the
supplemental medical insurance por-
tion of medicare (part B) remain on-
budget. I understand the rationale for
that, since the supplemental medical
Insurance program is not really a trust
fund—in fact it is financed about 75
percent by general revenues right now.
But I think it is unwise to separate the
two since how we treat one affects the
other. I would also like to point out
that moving a portion of medicare off-
budget also separates it from the med-
fcald program. Health care spending
through medicaid is also a significant
portion of the Federal budget—over
$21 billion today. From a health policy
perspective, medicare and medicaid
are closely. linked. When we address
urgent issues of health care cost con-
tainment, both medicare and medicaid
must be considered together. Differ-
ences in how they are funded are not a
controlling factor. If we separate the
hospital insurance’ portion of medi-
care from medicare part B and from
medicaid, we would also open the door
to some wild schemes for a back-door
route to general revenue financing by
simply beginning to transfer responsi-
biliuty from the off-budget to the on-
budget portion.

Mr. RIEGLE. Will the Senator
yield?

Mr. CHILES. I yield.

Mr. DOMENICI. Mr. President, I
think the Chair had recognized me;

Mr, CHILES. If I still have the floor,
I shall yield.

Mr. RIEGLE. I ask the Senator from
New Mexico if he will yield for just a
question.

Mr. DOMENICI. I shall be pleased

to.

Mr. RIEGLE. It seems to me we all
serve on the Budget Committee. If
this is set apart and it is free standing
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as the amendment calls for, what is to
keep the Budget Committee from nev-
ertheless considering it when we are
trying to make macroeconomic judg-
ments as we do, we are certainly free
to take a look at it, certainly free to
assess what we think we need with all
other Federal activities. If it is free
standing, it is not as if by separating
it, we are taking it totally out of view.
It would still be in view. We would be
free to consider it. I do not understand
why we could not make the same value
judgments if it is free standing and
separate as if it is in the budget disci-
pline.

Mr. CHILES. I think the Senator
from Michigan would not want us to
violate the law. The law would say:

Notwithstanding any other provisions of
law any concurrent resolution of the budget
considered under this title shall not include
any amounts attributable to budget authori-
ty and outlays for the Federal old age and
survivors insurance trust fund and the Fed-
eral disability insurance trust fund.

That just tells me we cannot include
that. I certainly would not want to vio-
late the law. -

I guess maybe we could go out of the
committee room and talk about it.
Maybe we could get together over
coffee and talk about it.

What a way to run the budget af-
fairs of the United States of America,
to say we are taking this major item,
one-fourth of the national budget, but
we are not going to look at that, we
are not going to look at what its ef-
fects are; we are not going to include
that in determining whether we have
a policy that is stimulative or a policy
that is restrictive, or what we are
doing to the national debt; we just ex-
clude that. )

Certainly, I do not think many
people would say—well, I hope they
would not say—that they are any more
concerned about the survival of a
sound social security system than the
Senator from Florida. I introduced a
bill trying to fix the social security
system 2 years ago. I did not get any
cosponsors at that time, because we
had to apply some medicine to the
system. Finally, we are getting around
to doing it as we get the gun put to
our head.

Trying to protect the system does
not mean trying to hide it. I think
that would be the worst thing to do to
protect the system.

Mr. RIEGLE. If the Senator will
yield, nobody is talking about hiding
it. We are talking about having it
stand separate, by itself. The Ameri-
can people want this, the Presidential
Commission wants it, we ought to
want it.

I am not surprised the Budget Com-
mittee does not want to give it up. The
Budget Committee, and I am a
member of the committee, is reaching
in every direction for everything it can
get its hands on. The fact of the
matter is we can consider this if it is
free standing and separate, We can
weigh its macroeconomic consider-
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ations within the framework of the
law. We can weigh all kinds of things
now that are outside the Federal
budget discipline as we try to make
these decisions.

I thank the Senator for yielding.

Mr. CHILES. 1 thank the Senator
and I want to say I have not found the
American people saying they want to
take a fourth of the Federal budget
and exclude it and put a curtain
around it and say, do not look at that
when you are making your policy, do
not look at that when you are trying
to determine your overall policy and
whether there is going to be sufficient
money; just exclude that. I have not
found that.

Mr. ARMSTRONG. Will the Sena-
tor from Florida yield to me briefly?

The PRESIDING OFFICER. The
Senator from New Mexico has the
floor.

Mr. ARMSTRONG. I beg the
Chair’s pardon. Will the Senator from
New Mexico yield to me briefly?

Mr. DOMENICI. I would be pleased
to yield.

Mr. ARMSTRONG. Mr. President, I
Just want to congratulate the Senator
from Florida on his statement and to
associate myself with his remarks,
every jot and tittle. He is 100 percent
right. This amendment, in my opinion,
is a serious mistake for all the reasons
he has stated. :

I also want to express my full agree-
ment with what the Senator from New
Mexico has said. There are few propo-
sitions, it seems to me, that are more
easily deferred than the adoption of
the amendment of the Senator from
Pennsylvania. If this is a good idea, it
can easily withstand a hearing in the
Budget Committee, an airing in a
more complete way. I believe the care-
ful study of this amendment will turn
up exactly as the Senator from New
Mexico and the Senator from Florida
have stated.

I do want to clear up one point. That
is the recommendation of the National
Commission on Social Security
Reform. I do not believe the National
Commission considered this matter in
any great detail. I think I was present
on both occasions when it was consid-
ered, once for a very few minutes and
on the second occasion for a slightly
longer period, perhaps 15 or 20 min-
utes, when there was some discussion
on it, some debate. On the first occa-
sion, the indication was that all but
two or three members agreed with it.
On the next occasion, there was an in-
formal changing of votes, and it is my
recollection—and I have not verified
my recollection—that several members
who had previously indicated their ap-
proval of the motion expressed doubts.

So it is not a case where the Com-
mission held hearings on this subject
or had extensive consideration. It was
considered. I believe it.fair to say that
a majority approved it but not an over-
whelming majority did so.
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I think we should be guided by the
advice of the Senator from New
Mexico and the Senator from Florida.

Mr. DOMENICI. Mr. President, I
raise the point of order against the
amendment.

Mr. HEINZ. Will the Senator from
New Mexico withhold his -point of
order, which I shall be happy to let
him make if I may speak for just a few
minutes.

Mr. DOMENICL I shall be happy to
do that. May I make the point of order-

and ask that the Chair yleld to the
Senator?

How much time does the Senator
desire?

Mr. HEINZ. The Senator from Penn-
sylvania would like to speak for about
3 minutes. I have no intention of pre-
venting the Senator’'s making his point
of order, but I prefer to make my re-
marks before the Senator makes his
point of order.

Mr. DOMENICL That is fine. I yleld
the ﬂoor Mr. President.
* Mr. HEINZ addressed the Chair.

The PRESIDING OFFICER. The
Senator from Pennsylvania.

Mr. HEINZ. Mr. President, I thank
the Senator from New Mexico for his
forebearance, and I shall not take a
great deal of time on the part of my
colleagues, I do want to set the record
straight on a few things. The Senator
from Colorado, who I note is also a
member of the Budget Committee, is
correct that this was a recommenda-
tion of the National Commission on
Social Security Reform. It i8 correct
that originally 12 or 13 of the mem-
bers were for it at the time. When it
was finally voted on it was 10 to 5; 2 to
1 is still a substantial margin.

Mr. ARMSBTRONGQG. Have we polled
them lately? There may have been
more shifts.

Mr. HEINZ. But they may have been
in the _other direction, I say to my
friend. -

Mr. ARMSTRONG. Mr. President
would the Senator agree, however,
.that the consideration of this matter
by the. National Commission which
met, T believe, for approximately 13
days of hearings or of meetings, that it
was g relatjvely brief time on two occa-
sions, perhaps totaling 30 minutes in
all? It was not an extended discussion,
nor were there outside witnesses heard
or anything of that kind.

Mr. HEINZ. I would agree that the
formal discussion was about the
length the Senator said. The informal
discussions were, indeed, quite hot and
heavy hecause I had numerous discus-
sions with the Senator from Colorado
and virtually every other member of
the Commission, as did the Senator
from Colorado, I might add. )

Mr. ARMSTRONG. Fair enough,
and I appreciate that clarification. :

Mr. HEINZ. S8econd, this subject was
analyzed at some length by a variety
of people, among them the Director of
the Commission, Robert J. Myers, who
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provided to the members of the Com-
mission on September 8, 1882, memo-
randum No. 83. I ask unanimous con-
sent, Mr. President, that that memo-
randum be included in the Rzcorp at
this point. - -

There being no objectlon, the memo-
randum was ordered to be printed. ln
the RECORD, as follows:

’  SepreMBER 8, 1982,
MeMORANDUM No. 83

To: Members of the National Commission
on 8ocial Security Reform.

From: Robert J. Myers, Executive Director.

Subject: Inclusion of Operations of Social
Security and Medicare Trust Funds in
the Unified Budget. -

This memorandum presents the pros and
cons with regard to the removal of the oper-
ations of the Social and Medicare

trust funds (OASI, DI, HI, and SMI) from’

the Unified Budget.?

In Piscal Year 1969, the o tions of
these four trust funds were uded in the
Unified Budget for the first time. Before
then, the operations were listed separately
from other government operations, and
thus they did not affect the overall balance
of the Federal Budget. The inclusion of the
operations of these trust funds in the
Budget has been criticizsed by some persons
because of these trust funds in the Budget
has been criticized by some persons because
of what they believe to be the artificial
effect that they may have on the balance of
the Budget. For example, in 1969, the excess
of income over outgo in the OASDI Trust
Punds had the effect of “balancing” the

Budget recommended by President (which,

otherwise, would have ithown a deficit). The
1981 National Commission on Social Secu-
rity recommended that the operations of
these four trugt funds should be removed
from the Unified Budget.

If such action were taken, it is important
to note that any transactions lnvolvlnq’:z‘-
ments from the General Fund of the
ury to these trust funds (such as interest on
the invested assets, reimbursement for mili-
tary Bservice wage credits, or employer
OASDI-HI taxes with respect to covered ci-
villan employees or military personnel)
would be shown in the Budget as outgo
items.

PROS WITH REGARD TO REMOVING orl.unonl
OF TRUST FUNDS FROM THE UNIFIED BUDGET
(1)  Benefit, coverage, and financing

changes would not have an effect on the
Budget. If the operation of the trust funds
were outside of the Unified Budget, any
changes which were recommended or en-
acted would be on the basis of program con-
siderations. It could not, therefore, be
argued that the underlying purpose was to
balance the Budget. For- example, any re-
ductions in the rate of growth of benefit
outgo could not be said “to balance the
Budget on the back of Social Security”.
Even if the operations of the trust funds
were removed from the Unified Budget, per-
sons interested in the total borrowing de-
mands of the Government could still make
the desired analysis by adding together such
operations with those of the Unified
Budget. (It should be noted that, at present,
certain significant Federal programs are
“off budget”.)

(2) Reduetions in administrative expenses
for program operations would not be made
solely for the effect on the Budget. Current-

11t does not discuss the question of whether
other trust funds (such as the Retirement
Account and the Civil Service Retirement Fund)
should be tréated similarly.
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ly, staff reductions or limitations on person-
nel levels for the S8ocial S8ecurity (and Medi-
care programs) can be made for budgetary
purposes without regard to program re-
quirements. This might be done even if the
several trust funds had excesses of income
over outgo that could readily meet neces-
sary administrative expenses. If the dper-
ations of the trust funds were removed from
the Unified Budget, such reductions or limi-
tations on personnel would not affect the
Budget, but rather only the operations of
the trust funds. It can be argued that the
personne] expenditures of the programs
should be determined s0 as to provide high-
quality service to the claimants and
beneficiaries and 30 as to assure efficient op-
erations,

(3) A better picture of the effect of pay-
ments from the General Fund of the Treas-
ury would result. If the operations of the
fourtr\mtmnammovedfromthe
payments thereto from
Treasury

paymen!
Such persons conclude that the trust tundn
are now having financial problems because
the money was spent for other than pro-
8ram purposes.

CONS WITH REGARD TO REMOVING OPERATIONS
OF TRUST FUNDS FROM THE UNIFIED BUDGET

(1) The operation of the four trust funds
impact in & major way on private-sector eco-
nomic activities. Aoccordingly, the Adminis-
tration and the Congress should consider
these operations the context of the
entire Budget when policy is formulat-
ed. Otherwise, econemic policymn.k!ng could
be confused and

(2) The operations of the tru:t funds are

too important a part of national domestic
policy and governmental expenditures to be
operated independently. All governmental
programs should be operated under the con-
trols that are now a part of the Budget
process. The operations of the four trust
funds are such a significant portion of total
governmental expenditures that they
should not be exempt from the necessary

scrutiny which all programs recelve under
the general budget prooess.

(3) Incluzsion of the aperation of the trust
funds in the Unified Budget allows for sim-
pler and more straightforward budget pres-
entation. Continuing the operations of the
four trust funds in the Unified Budget
makes the full scope of Federal financial ac-
tivities easier to comprehend, especially the
proportion of the total spending allocated
to each activity—e.g., national defense,
health expenditures, and income mainte-
nance,

ROBERT J. MYERS,

Mr HEINZ. Mr ‘President, the point
has been made by members of the
Budget Committee that we should
defer consideration of this so the
Budget Committee has time to study
it. Well, Mr. President, this is not the -
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first time this recomumendation has
been made. Yes, it was made by the
National Commission on Soeial Secu-
rity Reform in our report of 1983, but
it was also made 2 yesrs before that by
the National Commission on Sacial Se-
curity which reported in 1981. Frank-
ly, I do net know that the Budget
Committee has ever held a jot or tit-
tle’s worth of hearings on this since
1981. I suspect they have not.

Mr. ARMSTRONG. Let us tell them
to get on the ball,

Mr. HEINZ. Mr. President, if they
are on the hall, they should have been
on the ball 2 years ago, not here on
the floor.

Mr. President, the Semator from
New Mexico has been extremely cour-
teous. I reiterate once again that we
are not taking social security off
budget. It is not going to be the Feder-
al Financing Bank operating in the
dark of who knows where. We are not
going to hide it. This particular canary
weighs ahout $225 billion at the pres-
ent moment.

Now, no ome suggests that even
Caspar Weinberger can hide the de-
fense budget, which Is about the same
size. He would ke to, I gather. But,
Mr. President, nobody’s sleight of
hand is going to hide the social secu-
rity program, no matier how big and
heavy that hand.

I must say I would find a point made
by the Senator from Florida, who I
have enormous respect for, to be
amusing and fronic, if it was not aimed
at this amendment. His point is that
the way to keep the hands of the ex-
ecutive branch—and we know that
their fingerprints have been around
from time to time—the way to keep
the hands of the executive branch off
of this is to keep it in the budget. I
find it immensely fronic that the
chairman of the Budget Committee
said, when he rose to defend his oppo-
sition to this amendment, “And I have
here a letter from Dave Stockman who
supports the position of the Senator
from Florfda and the Senator from
New Mexico.”

Now, the last time I looked, Dave
Stockman wax in the executive
branch. I think he {s down at the Ex-
ecutive Office Building. I think he
works for the Pregident. I think he has
something to do with the executive
branch budget process.

Mr. President, I assure my col-
leagues that one of the reasons Dave
Stockman may not like this amend-
ment is that it is nat going to he possi-
ble for him to, I think the Senator
from Florida used the word, “revisit”
the social security trust fund.

Mr. President, I hope that is abso-
lutely right; I do not want any Direc-
tor of the Office of Management and
Budget to revisit social security for
some other purpose. That is the entire
idea behind this amendment.

I think the Semator from New
Mexico, frankly, understands the
problem we are dealing with here. I
know that this is fundamentally a turf

CONGRESSIONAL RECORD — SENATE

issue. I understand that because I am
in my committee, and we in the Senate
Finance Committee are as jealous of
our turf as anybody else, and we go to
considerable lengths to protect it. ¥ do
not disagree with the motivatioms of
the Senator from New Mexico or any
other members of the Budget Commit-
tee, and they are numerous, who are
on the floor. They are all looking out
for their committee and we would all
do the same for ours. But in looking
out for the turf of one’s eommiitee—
and we all do it—I think we stilk have
to put the interests of the country
ahead of that in this sense: We have to
address the issue which I made on
Friday and which I made, if the Sena-
tor will remember, with the Semator
from New Mexico back on July 29,
1982, on which date the Senator and I,
to my mind, had a very fImportant col-
loquy on the balanced budget amend-
ment, which I ask unanimous consent
to have printed in the Reconp.

There being no objection the collo-
quy was ordered to dbe printed m the
Reconp, as follows:

Mr. Heinz. I commend the Senator from
New Mexico on the amendment which he
introduced to Senate Jaint Resolution 58
and which the Senate passed 9T to 0 on
Tuesday. There are & numhber of details
which have to be worked out in the bal-
anced b amendment, and I think the
place to spell these details out is in statute.
One major complication to the balanced
budget amendment which I would like to
see resolved in later legislation is the prob-
lem of how to handle social security.

Mr. President, #t occurs to me, as I think
about how the balanced budget procedure is
going to work, that there are going to be
some serious consequences far social secu-
rity financing #f the Congress does not. enact
special provisions for handling this pro-
gram,

Some have suggested that Senate Joint
Resolution 58 needs to be amended to
exempt social security from the provisions
of the balanced budget amendment. Howev-
er, in looking over the Senator’s amendment
and the projected context of the implement-
ing legislation he intends te propose in the
future, it is my opinion that Congress will
have zuthority to set up special procedures
fox social security in statute at a later date,

I would like to take a momeni to review
the difficulty I see ix lumping social seeu-
rity in with other programs in the balanced
budget amendment, and ask the Semator
from New Mexico if be agrees that his
amendment and implementing legislation
would assure the hands of the congress will
nlg be tied im responding to these difficul-
ties. -

Before he replies let me explain why I
think there is going to be a prokblem. Taking
for & moment jst the cash benefits part of
soecial security—the old sge, survivers and
disability insurance programs (QASDI)—we
are talking about s program with a 75-year
phanning horison. That means thak at any
particular time, we try to assure that the
cash benefits are adequately finamcea for
the next 75 years. This 75-year actuarial
balance is a promise of sorts to those now
paying tax contributiomns that there will be
funds to pay them benefits when they are
retired. Before next summer, the Congress
will have to act to correct the long-run im-
balance which currently exists in QASDI.
When we dao, the programy will be balanced
for the next 75 years, assuming our esti-
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mates for the future hold true. The fact
that the program will be in balanee over the
long run does not mean, though, that it will
be in balance in each of the next %5 years.
Social security is a dynamic program. Con-
stant changes in demographic and economic
conditions necessitate the builddup of trust
fund reserves im favorable times which can
then be spent down in less favorable times.
The use of these reserves emables the fi-
nancing of the system to respond to chang-
ing conditions without annual statutory
changes in peyroll tax rates and benefit
levels.

Now the balanced budget amendment is
going to establish as the general rule that in
each and every year receipts of the U.S.
Government should grow no faster than na-
tional income, and that outlays should net
exceed receipts. At the same time, social se-
curity’s receipt and outlays wilt fluctuate
depending upon a number ¢f factors such as
the relationship between workers and retir-
ees and between wages and prices. In some
years social security will have several,
indeed many years in & row, of surpluses
and in other years it will have many succes-
sive years of deficits and have to spend some
of its reserves.

Trying to forecast budgets more than a
few years ahead has its dangers. None of us
can state with impunity what the future
will hold. But I think there is one }ong-run
phenomoengn which we cam all agree is
likely to occur and which is going to have
tremendous effects on social securtty’s fi-
nances. This phenomenon s the aging of
the “baby boom” generation. Like & rabbit
swallowed by a smake, this generation will
advance slowly through the sge groups—
first swelling the ranks of the workers, snd
then after asbut 2015, swelling the ranks of
the retirees. Under current law, even with
the long run deficit we now have in soeial
security, this demographie. pattern " will
result in annual surpluses most likely begin-
ning in the 1980’s. Now we are going to do
something to improve the flnancing of
social security—and just about anything we
do is, I think, going to have the effect of
building up even larger surpluses. I would
like to ask the chairman of the Budget
Committee if he agrees with this assess-
ment. Does he agree that it is likely that we
are going to have to build up surphluses in
OASDI during this relatively favorable de-
megraphic period?

Mr. DoxENicT. Let me say to my good
friend from Pennsylvarda, first, I compli-
ment him for bringing the matter ta the at-
tention of the Senate. It is tremendously
relevant. I would say, based on the wark of
the actuaries, that I agree with the Senator
that this is a reasonable expectation. This is
indeed likely to happen.

Mr. Hermnz. I thank my colleague from
New Mexico.

The second point I would like to make is
that these surpluses on an anmal basis are
going to appear very large within the con-
text of the Pederal budget. If you take just
1 year, the year 2010, for example—what
you would find fs that under the intermedi-
ate forecasts we would expect QASDI to
spend under current law about $35¢ billion
in constant 1982 dollars. I the Federal
budget is 22 percent of GNP, the Pederal
budget will be sbout $1.5 trillion in that
time, in 1982 dollars. It could be smaller.

Current estimates indicate that in that
year, under present law, QASDI would tzke
in $60 billion mere in receipts than it would
expend in outlays, adding this to a trust
fund of more than $600 billion. If we do any
of the things to put the socfal security
system on a sound, long-term basis, frankly
those numbers are going to be much larger.
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The surpluses.could run as high as $130 bil-
lion to $125 billion a year. It seems to me
that if we have annual surpluses this large
there will be enormous pressures to spend
these surpluses. In the 1960’s we had sur-
pluses in social security. My friend from

South Carolina was serving in this body in
- those days and he well remembers that Con-
gress did spend the money, not only in the
1960’s but in 1972 we put through a 20-per-
cent increase in social security benefits.

It seems to me not unreasonable to con-
clude that in a year like 2010 where there
will be a lot of money accumulated with the

‘constitutional amendment limiting the

growth in receipts, and with outlays kept at
the level of receipts there will be a tremen-
dous incentive to use social security surplus-
es to allow outlays in other programs to
expand.

With all programs balanced on ‘the’ sa.me
ledger, it seems to me quite easy-—-all to
easy—for Congress to decide to spent be-
tween $50 and $125 billion more each year
for 10 or 20 years for nonsocial security pro-
grams than they have have in receipts to
cover those programs.

Let me ask the Senator from New Mexico,
would he agree that this is indeed quite a
real possibility?

Mr. Douzwicr. 1 think there are many of
us who have seen what has happened to
social security finances in the recent past
who are rather anxiously walting for the
day we have these kinds of surpluses in
social security. We have not had that kind
of phenomenon in & while. Obviously, if we
get: the kind of reforms that the SBenator
from Pennsylvania and many others seek,
that our President seeks, that the commis-
sion he has appointed seeks, we should get
those types of surpluses at some point in
time. It should be in the time frame the
Senator has discussed."

I believe, however, that the Senator is sug-
gesting that there is nothing in the bal-
anced budget amendment to prevent the

from increasing spending in one
account when receipts to another ‘acoount
increase—as long as total outlays and re-
ceipts of the U.8. Government are in bal-
ance. That is my understanding also.

Mr. Herwz, In other words, even though
payroll tax revenues are strictly dedicated
to the exclusive use of the trust funds, the
“excess in payroll tax receipts could encour-
age excess Government spending in other

Would the Senator agree with this
logic?

Mr, DoMENICL I believe the Senator may
be correct, although it is quite likely that
there would be considerable political pres-
sure against digging the Federal Govem-
ment into that type of hole.

Mr. Hemnz. I appreciate the S8enator’s com-
ments. I would ask my colleagues to look at
the period after 2015. By that time, it is
likely that there will be substantial accumu-
lated trust fund reserves on hand to offset
the deficits that will begin occurring as the
first of the “Baby Boom” generation retires.
Again, picking one year 2025 we can see how
the balanced budget amendment is going to
create problems for social security when it
begins to experience these annual deficits.
In 2028, OASDI will spend about $450 bil-
lion in 1982 dollars—in the context of a Fed-
eral budget—if it is still about 22 percent of
GNP—or close to $2 trillion. In that 1 year,
OASDI will, under current law, have a defi-
cit of over $100 billion and will have, if they
have been allowed to accumulate, trust fund
reserves of more than $230 billion. If Con-
gress has enacted one of the proposals to
reduce benefits by changing the benefit for-
mula in social security, the reserves in the
trust funds will be larger, and the deficit in
that year will be smaller--perhaps $30 bil-
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lion or less. Nonetheless, this will be a sub-
stantial deficit compared to the-fiscal year
1982 OASDI deficit of about $5 billion in
the context of a $740 billion Federal budget.
Again, I would like to ask the Senator from
New Mexico if he would agree that it is rea-

year 2010, OASDI is going to run annual
deficits as it begins paying retirement bene-
fits to the “Baby Boom” generation.

-Mr, DoMznict. Again, based on the work
of the actuaries, I -agree with the 8enator
thathsreuomble expectation.

Mr. Hunz. When we get to that period of
deficits, then, and OASDI has annual te-
ceipts lower than its annual outlays, unless
we can consider distributions from the trust
fund reserves in balancing receipts and out-
lays, it seems to me we are going to be in &
bind. If in 2025 social security receipts are
$40 or $50 billion less than outlays, and if

the trust funds cannot be used as receipts in -

this accounting exercise, then we are going
to have to cut either security benefits
by $40 or $50 billion, or we are going to have
to cut some other progfams by those
amounts in order to have balanced budgets.
Does the Senator from New Mexico agree
that these social security deficits are going
to make if difficult to balance the budget?

Mr. DouENict, Social security deficits that
large would certainly complicate the prob-
lem of balancing the budget. Our experience
in the budget process this year illustrates
your point very well.:

Mr. Heinz, And would the Senator agree
that it would be unfortunate to have to
make cuts in the budget, when, in fact,
social security eould have built up substan-
tial reserves precisely. for the purpose of
payinz for benefits during these years?

Domznict. I agree with the Senator.
Not only would ft be unfortunate, but it
would also probably cruta a political furor
if that occurred.

Mr. Hunz, I am concerned, -then, that we
find some way -to assure that the balanced
budget amendment does not interfere with
the funding mechanism which is already in
place for social security. It is my opinion
that the Senator from New Mexico’s amend-
ment will help in this regard. I think it is
important that we discourage future Con-
gresses from using exoess Social Security re-
ceipts to cover excess outlays elsewhere in
the budget. Would the Senator agree that
under the provisions of his amendment, the
Congress will have the authority to adopt
accounting procedures which specify that
OASDI and HI outlays and receipts be to-
taled, and balanced, separately from other
U.8. Government outlays and receipts?

Mr. Douzwicr. It is my judgment that my
amendment gives Congreas the authority to
establish through statute acoounting proce-
dures to address the problem the Senator
has described. I think this is quite feasible. I
do not think this would in any way conflict
with the intent of either the constitutional
amendment or my unendhunt which the
Senate has |

Now it stems to me another way to handle
the problem with social security is-to estab-
lish a special definition of receipts for use
with the social security trust funds. As it
stands in years when social security is expe-
riencing surpluses, excess receipts are accu-
mulated in the trust fund accounts and in-
vested.in securities. Then later when these
‘“‘excess receipts” are needed to pay for
benefits, the securities are redeemed. Now it
{s my understanding that on the balanced
budget statement, acoording to the defini-
tions used in the committee report accompa-
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nying Senate Joint Resolution 58, social se-
curity’'s “excess receipts” would be matched
against outlays in the surplus years—provid-
ing the overall Federal budget with a wind-
fall--and could not then be matched against
outlays in the deficit years, when social se-
curity is actually using them to pay bene-
fits. Now I would ke to ask the distin-
guished chairman of the Budget Committee,
whether, as a result of his amendment, the
Congress could decide to change this
around? Would the Congress have the au-
thority to exclude these “excess receipts’”
from the definition of receipts in the sur-
plus years and include them in the defini-
tion in the deficit years when they are actu-
ally being spent?

Mr. DoMzxNic. My amendment gives the
Congress the autkority to decide through
legislation on the de!ln!dom for terms used
in the constitutional amendment. I am con-
fident a way can be found to deal with the
potential problem you have described—
either through defining receipts as you sug-
gest or through some other accommodation.
I am certainly prepared to take a careful
look at the Senator’s suggestions when we
consider implementing legislation,

Mr. Heinz. I thank the Senator for his re-
ponse because I think we will all be con-
cerned about voting for something that
would have a reverse effect, for example, in
not allowing us to plan for the future. My
understanding of the saendment the Sena-
tor from New Mexico has made to the con-
stitutional amendment and based upon his
colloquies here on the floor with others, is
gta.lly eomhtent with what he has just said

me.

When the time comes to draft legislation

ity to address this problem in statute. I be-
lieve, then, that most of my concerns about
the problems for social sscurity in the bal-

I thank my colleague from New Mexico
who has been extremely responsive. With
his improvements in this amendment, I am

Mr. GorToNn. Will the Sautor yleld for a
question?

Mr. Hernz. I yleld.

Mr. Gorron. I may have missed some of

Mr. Hrmve. If the Senator will permit me
to respond, the problem that we get into
with social security is that under any of the
alternative methods of dealing with the
system that I have ssen—and I have seen, in
the last 5 months, about as many, as a
member of the National Commission on
Social Security, as any living human would
want to see, and there are many more form-
ing, I am sure, between now and the time we
report back to our colleagues. The social se-
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curity system, becanse of the way the baby
boom moves through, earning on the one

surplus therefore, before the year 2015,
then afterward, i you will, living off that
surplus that they necessarily have to build
up in the aystem—if you cound social seca-
rity contributions to that reierve, as you
would every other kind af xeceipt, it causes
very serious kinds of problems. The one I re-
ferred t0 in the first instanece was that it
may cause Congress to ovexspend.

Mr. GortoN. Why would it make Congress
overspend?

Mr. Hznz, Because of the unified Federal
budget. We will have the appearance of run-
ning a surplus even though those reserves
that we have built up, so-called surplus
in the social will be com-
mitted by the legislation to pay benefits in
the years after the year 2015 or 2020,

Mr. GorToR. It. would be more accurate to
say, then, would ft not, I ask the Senator
from Pennsylvania, that it would allow the

Mr. Hernz. The Senator is entirely correct,
it would allow them. My fear, I say to my
good friend, is that it would encourage
them.

Mr. Qorror. I would have the same fear.

Mr. Hervz, That is my fear.

Mr. Goxrrow. Iamnocsurehowthatcmxld

were saying that social seeurity taxes or
social security payments would not be re-
cdptxandouﬂoys

My arswer s 1 did not say anything that
indicated that. Obwiously, we have some ac-
couniing problems of a severe nature, with
ll;m reserves that are going to be spent

ter.

workable within the tm of the constitu-
tional amendment.

able to take care of by accouniing so they
do not prejudice their real purpose or the
annual budgess in any way.

Mr. GORTON. The Senator is simply saying
that by statutes creating and governing

not seen any means, at least in the National
commission or the Finance Commitice or
the Aging Committee, to do what we do
with the rest of the Federal budget, which
is put It on a pay-as-you-go basis. We do not
know how to do that. The demographics do
not permit us a strict pay-as-you-go ap-
proach In socfal security, no matter which
assumptions, current law or proposed, one
accepls. Therefore, we have to have a
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method of dealing wish the programs which,
for good reasoms, are not pay-as-you-go pro-
grams. I trust that is an answer to the Sena-
tor’s inqudry.

Mr. Goazom. § thank the Senator from
Pennsylvania.

Mr. HEINZ, Mr. President, I think
we all remember the balanced budget
amendment. The colloguy shows that
the Senator from New Mexico was,
indeed, sensitive to the very problem }
described at these charts. That prob-
lem was, “How could you make the
balanced budget amendment operate
if you had these kinds of deflcits oper-
ating in the budget from the Soclal Se-
curity Trust Fund?”

Now, I do not wish to put words into
the mouth of the Senator from New
Mexico, but my reading of our collo-
quy is that he had some real concern
ahout that issue back last year. And 1
think, Mr. President, that the real
issue is how are we going to address
that concern today. I do not know how
we can have rational budgeting, how
we can control the Federal Govern-
ment in the proper way, if we insist on
keeping the tremendous surpiuses and
deficits that will cycle through the
soclal security program in the so-
called budget deficit. That does not
mean that we cannot display a eonseoli-
dated budget. Indeed, we can. That is
what we did in 1968, 1967, and in pre-
vious years.

Mr. President, I say to my good
friend from New Mexico I have con-
cluded my remarks. I appreciate his
courtesy, and I understand he has a
little message he wants to deliver to
the Chair.

The PRESIDING OFFICER. The
Senator from New Mexice is recog-
nized.

Mr. DOMENICL. Mr. President, I
thank the Semator from Pennsylvania
for his participation. I think he has
coatributed immmensely.

1 have a couple of responses I should
like to make, but in the interest of
time, I will not do so, other than to re-
spond to one point.

I hope nobady really believes this is
a turf baftle. Frankly, it is not. ¥ do
not see how you could have a budget.
resolution and a Budget Committee
charged with doing what it is supposed
to do and take social security and put
it off om the side. If that is turf, it is
turf in & sense different from coveting
it for some purpose to affect it or
hover over it or pull it into a commit-
tee and do something with it

What we are talking about is pre-
senting an appropriate picture of the
Gavernment versus the economy. In
that sense, it is turt.

Likewise, the amendment does not
have any effect on the executive
branch, as the Semator speaks of, or
CBO. It affects our budget resolutions
and nothing more. It does not pre-
clude a President, 5 years from now,
recommending changes in social secu-
rity. It just affects the budget resolu-
tions that come befare the Senate and
the House.
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With that, I raise a point of order
against the Heinz amendment on the
ground that the amendment violates
section 306 of the Congressional
Budget Act.

Mr. HEINZ. Mr. President, I move to
waive the Budget Act.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to waive the Budget Act.

Mr. RIEGLE. Mr. President, I ask
for the yeas and nays.

Mr. DOMENICI. Mr. President, a
parliamentary inquiry. What is the
issue before the Senate?

The PRESIDING OFFICER. The
question before the Senate is the
motion to waive the Budget Act.

Mr. RIEGLE. Mr. President, I ask
for the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second?

Mr. DOMENICI. Mr. President, I
move to tablé the motion to waive the
Budget Act, and I ask for the yeas and
nays.

The PRESIDING OFFICER. Is
there a sufficlent second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to table the motion to waive the
Budget Act. On this question the yeas.
and nays have been ordered, and the
clerk will call the rol).

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Nevada (Mr. LaAXALT)
and the Senator from Illinois (Mr.
PERCY) are necessarily absent.

I further announce that, if present
and voting, the Senator from Illinois
(Mr. Percy) would vote ‘“nay.”™

Mr. CRANSTON. I announce that
the Senator from Maryland (3Zr. Sar-
BANES) is necessarily absent.

The PRESIDING OFFICER. Are
there any other Senators In the Cham-
ber who desire to vote?

The result was announced—yeas 56,
nays 41, as follows:

[Rollcall Vote No. 39 Leg.)
YEAS-56
Abdnor Goldwater Nume
Andrews Gorton Packwood
Armstrong Grassley Proxmire
Baker Hatfield Quayte
Bentsen Hawkins Roth
Bingaman Hecht Rudman
Boschwita Heflin Simpsen
Chafee Hollings Stafford
Chifes FHuddteston Stevens
Cochran Jepsen Bymms
Coben Johmatan Thewmend
D’Amato Kassebanem Teower
Denton Kasten. Trivle
Dizon Lugar Wallop
Dole Mathias Warnes
Domenict Mattingly Welicker
East MeChure Wilson
Exon Murkowski Zerinsky
Garn Nickles
NAYS-41

Baucus Danfortl Kateh
Biden DeConcind Beinz
Boren Dadd Helms
Bradley Durenberger Humphrey
Bumpers Inouye
Busdick Pord Jackson
Byrd Glexn Kemnedy
Cranston Hart Lautenberg
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Code, for each fiscal year beginning after
September 30, 1984. The budget submitted
under such section for each such fiscal year
shall not classify requests for new budget
authority and estimates of outlays and rev-
enues for such Trust Funds and estimates of
revenues from taxes imposed under sections
1401, 3101, and 3111 of the Internal Reve-
nue Code of 1954 under any functional cate-
gory other than the categories established
by the President pursuant to this para-
graph. .

“(2) Notwithstanding any other provision
of law, any concurrent resolution on the
budget considered under title III of the
Congressional Budget Act of 1974 for a
fiscal year beginning after September 30,
1984, shall use the categories established by
the President under paragraph (1) in speci-
fying the appropriate levels of new budget
authority and budget outlays for the Feder-
al Old-Age and Survivors Insurance Trust
Fund, the Federal Disability Insurance
Trust Fund, the Federal Hospital Insurance
Trust Fund, and the Federal Supplemen-
tary Medical Insurance Trust Fund and in
specifying the recommended level of rev-
enues for such Trust Funds and revenues
from taxes imposed under sections 1401,
3101, and 3111 of the Internal Revenue
Code of 1954. A concurrent resolution on
the budget considered under title III of the
Congressional Budget Act of 1974 for any
such fiscal year shall not classify the appro-
priate levels of new budget authority and
budget outlays for such Trust Funds or the
recommended level of revenues for such
Trust Funds and revenues from taxes im-
posed under sections 1401, 3101, and 3111 of
the Internal Revenue Code of 1954 under
any functional category other than the cat-
egories established by the President pursu-
ant to paragraph (1).

‘(b) It shall not be in order in the Senate
or the House of Representatives to consider
any concurrent resolution on the budget
under title IIT of the Congressional Budget
Act of 1974 for any fiscal year beginning
after September 30, 1983, or any amend-
ment thereto or any conference report
thereon if such concurrent resolution,
amendment, or conference report contains
any specifications or directions described in
the second sentence of section 310(a) of
such Act which relate to the Federal Old-
Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust
Fund, or the Federal Hospital Insurance
"Trust Fund or revenues from taxes imposed
under sections 1401, 3101, and 3111 of the
Internal Revenue Code of 1954,

“(¢) The provisions of subsections (aX2)
and (b) are enacted by the Congress—

“(1) as an exercise of the rul
power of the House of Representatives and
the Senate, respectively, and as such they
shall be considered as part of the rules of
each House, respectively, or of that House
to which they specifically apply, and such
rules shall supersede other rules only to the
extent that they are.inconsistent therewith;
and

“(2) with full recognition of the constitu-
tional right of either House to change such
rules (so far as relating to such House) at
any time, in the same manner, and to the
same extent as in the case of any other rule
of such House.

“(d) For purposes of this section—

(1) the term ‘budget outlays’ has the
same meaning as in section 3(1) of the Con-
gressional Budget and Impoundment Con-
trol Act of 1974;

.*“(2) the term ‘budget authority’ has the
same meaning as in sectin 3(2) of such Act;
and
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‘“(3) the term ‘concurrent resolution on
the budget’ has the same meaning as in sec-
tion 3(4) of such Act.”.

Mr. RIEGLE. Let me just say while
we have a good attendance here that I
think on an issue of this kind which
represents a recommendation from
the National Commission on Social Se-
curity, which is the proposal that Sen-
ator HEINz and I put forward, and
which we have just had a procedural
vote upon, when that same recommen-
dation has been adopted within the
House bill, that by any reasonable
measure of germaneness that issue
ought to be one we ought to have a
chance to vote on up or down on the
merits.

Now I understand the effort by the
Budget Committee to prevent that
happening. It is very much a turf
struggle here, and I say that as a
member of the Budget Committee.
The Budget Committee wants to
retain the authority here, if it can, to
keep this matter fully within the
budget. -

The amendment that I have just
sent to the desk would be different in
this respect: It would recognize the in-
clusion of social security within the
budget, but it would not allow the
Budget Committee to include social se-
curity within the reconciliation proc-
ess. That is the key issue.

I hope—I address this to the Senator
from Kansas, the chairman of the Fi-
nance Committee and others—if we
are going to have mandated changes in
social security in the future, they
ought not to come from the Budget
Committee. They ought to come from
the authorizing committee which can
bring forward whatever recommenda-
tions it wishes to make.

But in the past what has happened
is that the legislative committees have
been bypassed by means of the recon-
ciliation process, and you have a
Budget Committee serving as the
master committee of all of the com-
mittees of the Senate. It is not a good
process, and I think now is the time to
break away from it.

So my amendment differs in that re-
spect. It will leave social security in
the budget process, although I think it
ought to come out. But it would say
that social security, that function,
would not be included within the rec-
onciliation process. That means the
Budget Committee cannot make those
recommendations and come here and
in effect offer a mandate as to changes
that ought to take place here. That re-
sponsibility properly ought to reside
within the legislative committee of ju-
risdiction which is Finance and this
would respect that division.

So I hope that the chairman could
accept this amendment. Otherwise, we
are going to have to debate it here for
a while and, in due course, I hope to
have a vote on it.

I think this is a reasonable compro-
mise, It addresses precisely what the
Senators from New Mexico and Flor-
ida asked for earlier, and that is inclu-
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sion of social security within the
budget, but it strikes the reconcili-
ation power, which means that they
do not have the power and the Com-
mittee on the Budget does not have
the power to come in here mandating
legislative changes in social security.
That would be a responsibility re-
tained for the Finance Committee,
where it ought to be.

Unless, in fact, the Budget Commit-
tee seeks that legislative power, I
would think that those two Senators
and any others who voted on that side
ought to support this amendment. Be-
cause this amendment accomplishes
everything they ask for short of the
power to mandate reductions in social
security based on the thinking of the
Budget Committee.

Mr. CHILES. Will the Senator yield?

Mr. RIEGLE. Yes; 1 yield.

Mr. CHILES. As I understand the
amendment of the Senator, it would
not only prevent the reconciliation of
social security but it would also pre-
vent any reconciliation of medicare?

Mr. RIEGLE. That is correct.

Mr, CHILES. Well, I think if you
really want to look at the next crisis
that we have, it is medicare. Medicare
is a little different from social secu-
rity.

Now I think it is interesting to note
that the Budget Committee is the
great ogre in this, but there is no rec-
onciliation unless this body adopts it.
It takes the Senate to decide that
there is going to be a reconciliation. It
takes the Senate to say we think that
now we should instruct committees
that they have to make some changes
or have to make some savings.

Now, I am not sure that the Finance
Committee, when we get to problems .
on medicare, is not going to want at
some time to be instructed that they
have to do something. If they are in-
structed they have to do something,
then they go do it. But, if the body,
the Senate, has not made instructions
to do that, I do not know what we are
going to do about medicare. Again it
takes this whole body to determine
that.

Here we are debating a bill in which
we are talking about making the social
security system sound—and that is
very necessary—and we are going to,
while we are doing that, tie our hands
behind our back so that we will not be
able to have the tools necessary to
make medicare sound.

Medicare is not sound today. All of
us know that. It is a crisis ready to just
explode or to be discovered, concern-
ing what the costs have been and the
way the costs have accelerated and the
way they continue to accelerate.

Now you are going to say by this
nice, little amendment here that the
Budget Committee cannot make a rec-
ommendation to this body that we
should include savings that should be
done to perfect or protect medicare. It
takes the body to do that, not the
Budget Committee.
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« Maybe it 48 & good thing not to

that responsibility," not to have
point out what the probiems are
that and to bring those problems to
the Senate. But 1 think it would be
sort of a bad day for the Senate if we

have
to
in

jected 10 deuble Irom $57 bilion
$1]12 billion in the next 5 years—in
years those costs are going
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Mr. RTEGLE. 11 the Senator wi
yield at that point, that is not what
says. The Budget Committee is free
make a recommendstion sny time

E

Sust
all it does. It takes a majority of the
Members of this Senate to make any
reconcifiation.
Senator RIEGLE says the reconcili-

the Finance Commjttee to determine
where to save that money. We cannot
tell the Finanee Committee whether
to do i off of social security, off of
medicare, or anything e€lse. We just
project to them to save a ocertain
number of doliars. It is stilt up {o the
Finance Committee to determine
whether they are going to save it.

Mr. RIEGLE. 1f the Senator would
yield, he is certainly aware of the fact
that if secial security is one of the
functions that fs included in theve,
then that becomes part of the man-
gate as to where the savings can come

rom.

Mr. CHILES. No; it is not binding.

Mr. RIEGLE. What I am suggesting

is we take it out of the reconciliation

process so there is not any ambiguity

about it. Let us treat social security:
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and the trust fund on their own bases.
Let ws keep those to the side in terms

of recomelliation.

The fact of the matier is by includ-
ing them, yem mmake them targets.
That is preciscly what you do. And
youi can sheemre it any way you want
with whatever kind of language you
want. The fact of the matter is that is
what happens and people do not want
that any more, and the Social Security
Conunission does not want ft any

Mr. CHILES. The fact of the matter
is I want te face it very direcily. I
think medicare fis going to have to be a,
target. [ think medicare is going to
have to be tooked at and examined by
this Congress and by this Senate to de-
termine what i the heck we are going

thing. ~

That s the most drastic problem
that is soing to face the Congress in
the next pear. As soon a5 we finish
this one, we better be working on that

shouid have been., :

The fact of the matter i that this
matter should not be included fn ree-
onciliation. That s the problem of the
last few years, a problem that has to
be eorrected.

Mr. CHILES. The Senator hears
what he wants to hear, but I must say

looks at the fiscal condition of the

it
£s

;

pose, an the part of ihe Budget Com-
mittee in this particilar instance.

This is precisely what the National
Commission an 8Social SBecurity recog-
nized. That 1s that this issue should
not be locked into the reconciliation
process coming out of the Budget

So what this amendment does—we
concede the point, though I do not
like to do it—is té leave thie trust funds
within the budget for amy type of mac-
roeconomde analyeis that wants to
done, but when ¥ ocomes 1o the
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bottom line of reconciliation, the trust
funds will be set aside from the recon-
ciliation and treat the Federal budget
as an entity without those trust funds
being figured in in reconciliation.

I am not surprised that the Budget
Committee squawks about that. They
want the power, as a matter of fact.
Every other legislative committee in
the Senate knows that. Everybody has
bumped into the Budget Committee at
one time or another on issues of this
kind. .

We are not equipped in the Budget
Committee, in my judgment, to make
the kind of substantive program deci-
sions that, in a sense, are required
when making major alterations in
spending in the social security trust
fund programs. To come in and, in a
sense, lock in those requirements
through a reconciliation process is the
wrong way to proceed.

The committees of jurisdiction
ought to retain that jurisdiction. I am
surprised that they are not here fight-
ing harder for it, rather than just sur-
rendering it to one all-powerful com-
mittee which is prepared to do all the
thinking for all the legislative commit-
tees around here. I do not think that
has helped the Senate. I think that
has ended up getting us into trouble.

We have seen that in social security.
That is why we have the recommenda-
tion before us from the President’s
Commission, 10 of whom were selected
by the White House and 5 by the op-
position party, saying that it is time to
take the politics out of social security,
to take it out of the budget process,
take it out of the reconciliation proc-
ess, and restore the integrity of this
money, to put it into a situation where
it is free standing and where it cannot
become the subject of budget manipu-
lation or any other kind of manipula-
tion. That is the issue here. It is that
simple.

People understand it. Polls have
been done that show people think that
social security and the trust funds
ought to be taken out of the Federal
budget, put on a freestanding basis,
monitored more closely with outside
public participants on the board,
which is a recommendation which we
also adopted in the package here, in
order to see to it that this money is
not taken and diverted for other pur-
poses. That is precisely what is hap-
pening under reconciliation.

It is time to put a stop to it, if we are
going to restore credibility to the
social security system and people
being able to have faith that the
moneys they are going to put into the
system will be there when they need
to call on it. We need to set this aside
and get it out from under the manipu-
lation that takes place in the reconcili-
ation process.

Mr. DOMENICI addressed the
Chair.

The PRESIDING OFFICER. The
Senator from New Mexico.

Mr. DOMENICI. Mr. President, I
rise not in support of the Budget Com-
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mittee on this matter but, rather, in
support of the committee of jurisdic-
tion to make changes that might be
needed from time to time in the dis-
ability program, the social security
program, and medicare. Basically it is
the Finance Committee that will be af-
fected by this amendment and not the
Budget Committee.

All the Budget Committee does with
reference to a program like medicare,
which is going to be bankrupt soon, is
tell the committee of jurisdiction,
which has jurisdiction over many pro-
grams, that they have to make savings
pf a certain amount in each of the
next 3 years. It is up to them to decide
where they make the savings, how
they make them, but, indeed, they get
the protection of coming to the floor
when they make those tough deci-
sions, coming in here with a reconcili-
ation bill, after we have voted to give
them direction and the House has
voted to give them direction, and we
have gone to conference and voted on
a conference.

Then the Finance Committee, as the
committee of jurisdiction, is the com-
mittee that will decide how they will
reform it, if they reform it, to save the
money prescribed. But they get the
benefit of a reconciliation bill in
taking these very difficult steps that
are necessary.

If we are going to come to the floor
and in a piecemeal manner, with a
Budget Act that clearly says no bill,
resolution, or amendment to any bill,
resolution or amendment is in order

-unless it comes from the Budget Com-

mittee, if we want to just throw that
away and say we do not want anyone
making any tough decisions about
medicare or disability insurance, we do
not want to give the Finance Commit-
tee any opportunity to bring a bill to
the floor protected by the Budget Act
S0 you can get it voted on, so you can
protect it against nongermane amend-
ments, then vote with the Senator,
and we will just piecemeal here decide
in advance before the Senate gets to
vote on a reconciliation, before Fi-
nance gets to look at it and see if they
like it, if they want it, if it helps ac-
complish their purpose, then vote for
what the Senator is voting for.

It is not social security, it is disabil-
ity and medicare. But in the final
analysis, it is saying-we can instruct
the Finance Committee in reconcili-
ation but it will have no binding effect
in the areas he has described. I do not
believe any Senator wants to do that. I
think that is an absolute shambles, no
way to handle a Budget Act. We may
Jjust as well repeal it as do what he is
asking for.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I have lis-
tened to the Senator from Michigan. I
agree with some of the points he
made. However, after listening to the
Senator from New Mexico and the
Senator from Florida (Mr. CHILES), I
really believe that we are going to be
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faced with a crisis in medicare in a
couple of years. As 1 understand the
budget process and having been on the
committee a couple of years, I do not
think the Budget Committee recon-
ciles medicare. As I understand, they
give the committee a target figure—
The Budget Committee may have
medicare in mind when they do that,
but there is no specific target for
medicare, is that correct? That has not
changed.

Mr. DOMENICI. The Senator is ab-
solutely correct.

Mr. DOLE. If, in fact, we are going
to start to amend the budget process,
then I would like to be a part of it. I
have several concerns with the Budget
Committee and with the process itself
in its relation to the Senate Finance
Committee. I would rather amend the
budget process in a broader sense than
this amendment would provide.

I certainly compliment the distin-
guished Senator from Michigan. I
think he is, in effect, trying to protect
our jurisdiction.

As he properly pointed when we
wanted to address social security, we
took members from the Finance Com-
mittee. That is our jurisdiction. Some-
body has suggested a Commission on
Medicare. I am certain it would go to
the Finance Committee, if there are
public members.

I hope that I can speed up the proc-
ess by moving to table the amendment
without offending the Senator from
Michigan. I certainly have an open
mind on what the Senator from Mich-
igan has outlined but I would prefer
not to try to resolve it this evening. It
is my hope that we can move quickly
on this and other amendments and
still finish tonight. So I move to lay
the amendment on the table.

Mr. DOMENICI. I ask for the yeas
and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

The PRESIDING OFFICER. The
question is on agreeing to the motion
to lay the amendment of the Senator
from Michigan on the table. The yeas
and nays have been ordered. The clerk
will call the roll.

The bill clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Illinois (Mr. PErcY) is
necessarily absent.

Mr. CRANSTON. 1 announce that
the Senator from Missouri, (Mr.
EAGLETON) and the Senator from
Maryland (Mr. SARBANES) are necessar-
ily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced—yeas 68,
nays 29, as follows:

[Rollcall Vote No. 40 Leg.]

YEAS—68
Abdnor Baker Boren
Andrews Bentsen Boschwitz
Armstrong Bingaman Chafee
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Chiles Hecht Packwood
‘Cochran Heflin Presslor .
Cohen Heinz * Proxmire
D'Amato Helms Pryor
Danforth Hollings Quayle
Denton Huddleston Roth-
Dixon Humphrey Rudman
Dole Jepsen Simpson
Domenici Johnston Specter
Durenberger Kassebaum Stafford
East Kasten Stevens
Exon Laxalt Symms
Ford Long Thurmond
Gamn Lugar Tower
Goldwater Mathias Trible
QGorton Mattingly Wallop
Gramley MeClure Warner
Hatch Murkowski Wilson
Hatfleld Nickles Zorinsky
Hawking Nunn
NAYS—-29

Baucus Hart Mitchell
Biden Inouye Moynihan
Bradley Jackson Pell
Bumpers Kennedy Randolph
Burdick , Lautenberg Riegle
Byrd Leahy Sasser
Cranston Levin Stennis
DeConcini Matsunags Teongas
Dodd Melcher Weicker
Glenn Metsenbaum

NOT VOTING-—3
Eagleton Percy Sarbanes

So the motion to lay on the table

was agreed to

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
motion was agreed to.

Mr. GOLDWATER. I move to lay
that motion on the table.

The motion to lay on the table was
agreed to.

. UP AMENDMENT NO. 107
(Purpose: To correct the provision relating
to child dropout years)

Mr. ARMSTRONG. Mr. President, I
have two amendments I should like
the Senate to consider, and the first is
a technical amendment which I send
to the desk.

The PRESIDING OFFICER. 'rhe
amendment will be stated.

- The assistant legislative clerk read
as follows:

The Senator from Colorado (Mr. ARM-
STRONG) proposes an unprinted amendment
numbered 107.

Mr. ARMBTRONG. Mr. President, I
ask unanimous consent that reading of
the amendment he dispensed

with.
The PRESIDING OFFICER. With-

out objection, it is so ordered.
The amendment is as follows:
On page 105, strike out llnes 5 throuch 13,

. and lmert the foll

owing:
8rc. 122, (a) Section 215(bX2XA) of the
Social Security Act is amended to read as
follows: -
“(2XA) The number of an individual’s
benefit computation years equals the

number of elapsed years reduced—
“(§) in the case of an individyal who in en-
titled to old-age insurance efits (exeept

as provided in the second sentence of this
subparagraph), or who has died, by § years
and by any ehlld-ca.re years (as defined in
this paragraph), an

“(11) in the case ot an individual who is en- .

titled to disability insurance benefits, by the
sum of the number of years equal to.one-
fifth of such individual’s elapsed years (dis-
regarding any resulting fractional part of a
year) and any child-care years (as defined in
this paragraph) but not by more than the
sum of 5 years and any such child-care
years.
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may we have order?
PRESIDING omcm The

ARMBTRONG.
Chalr and Y thank the Senator from

- New York. "

-Mr. President, the bill, as it comes
from the Finance Coinmittee, provides
two additional dropout years when
computing benefits for a worker who
leaves the work force to care for very
young children while at home.

I offered this amendment in commit-
tee and was pleased that it was adopt-
ed. However, when the legislation was
drafted following the committee
markup, somehow the full import of
the intention was not included in the
acutual drafted language, and there-
fore this technical amendment is nec-

essary. .

As the provision now appears in the
Finance Committee bill, it would be
operative in only a relatively few
cases. The reason is that the child care
dropout years provided are applied
after selecting the years to be used in
determining the person’s average earn-
ings instead of before selecting those
years, as is done for the regular 5-year
dropout applicable to all beneficiaries.
The acutarial cost estimates assumed
that it would be fully operative and
this is allowed for in the funding of
the bill,

This is purely a technical amend-
ment, and unless there is further dis-
cussion, I' will call for the question on
the amendment.

The PRESIDING omcm Is
there further debate?

‘Mr, DOLE. ‘Mr. President, the Sena-
tor from Kansas confirms what the
distinguished Senator from Colorado
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has just stated. We did adopt the
amendment ip the committee. Howev-
er, it was ed to our attention that
we need a change in the wording of
the amendment to do what the Sena-

. tor from Colorado intended. That is

precisely what the Senator has done.

Under the 1980 disability amend-
ments, up to 8 child care dropout
years were provided for persons apply-
ing for disability benefits who had
years caring for a child under age 3. In
order to qualify, however, the person
could have &0 earnings in that year.
Child care dropout years are computed
after determining regular dropout
years in the benefit computation.

The committee amendment contains
a provision which allows up to 3 addi-
tional dropout years for persons apply-

that year. As under
after dropping 8 years of lowea.rnlnu.
the wage earner also has extra years
of no earnings, he or she may
tocmmlorzohlldmdropy

women—or men—who ltny out of the
work force to care for a child actually
Lecelve some advantage over present

W,

I understand from the social security
actuaries that this amendment would
not increase the short- or long-range
gost of the proponl in the committee

Thisisacoodnmendment ‘and I
think it should be aoccepted.

Mr. MOYNIHAN, Mr. President, the
Senator from Colorado Is quite correct
in his statement.

I will take just a moment to call at-
tention to the amendment he offered
on child care years and to remind Sen-
ators that there are more than a few
provisions in this legisiation which lib-
eralize the system and get rid of in-
equities—in this case, for working
women, and particularly older women
as well.

“This 18 not just an unalloyed bit of
castor oil. There are many positive as-
pects, and one of them is precisely to
be ascribed to the efforts of the Sena-
tor from Colorado, for which I express
my appreciation.

-Mr. ARMSTRONG.'I am grateful to
the Senator from New York for his ob-
servation, particularly his words about
my role in presenting this amendment.
He is correct. There are throughout
this bill a number of provisions which
liberalize benefits, I thank him for his
observation and for his encourage-
ment in this amendment and the
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others in which he has had a large
hand.

.The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 107) was
agreed to.

Mr. ARMSTRONG. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. 1 move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 108 -

Mr. ARMSTRONG. Mr. President; I
send an amendment to the desk.

The PRESIDING OFFICER. The
amendment will be stated.

The bill clerk read as follows:

The Senator from Colorado (Mr. Arm-
STRONG) proposes an unprinted amendment
numbered 108.

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

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 125, beginning with line 19, strike
out all through page 129, line 23.
mRiedwigmee subsequent sections accord-

gly.

On page 130, strike out the matter be-
tween lines 11 and 12, and insert in lieu

thereof the following:

In the case of a taxable year—
Beginning after: And before: Percent
December 31, 1983..... January 1, 1985 10.8
December 31, 1984.....January 1, 1990 11.4
December 31, 1989, 12.4

Page 131, in the matter between lines 14
and 13, strike out “2.9” in the item relating
to 1984 and insert in lieu thereof “2.6”.

Mr, ARMSTRONG. Mr. President, I

send this amendment to the desk on-

behalf of myself and the Senators
from Georgia (Mr. NuUNN and Mr. MAT-
TINGLY), the Senator from Nebraska
(Mr. ZoRINSKI), and the Senator from
Idaho (Mr. Symms),

This amendment simply leaves the
payroll tax alone. The Commission’s
recommendations and the proposal
which appears before us now as the
Senate Finance Committee recommen-
dation increases the already large pay-
roll tax burden on the workers and
employers of the country and does so,
gx:eans to me, at a most inopportune

e.

During the 1870’s, tax maximums
quadrupled. They will triple again
during the 1980’s as the result of legis-
lation already on the books, without
taking into account the increase which
is called for by this legislation. It
seems to me that such an increase on
top of that which is already in prog-
ress—that is, the twelvefold increase in
payroll tax maximums of the 1970’s
and 1980’s—is not only illogical, is not
only bad economic policy, but also in
its essence is unfair.

Let me say a word first about the
possible effects of higher payroll taxes
on our overall economic situation, a
matter I judge to be of great concern
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to all Senators, as it is to our constitu-
ents, because I think most of us be-
lieve that we are just beginning to see
an economic recovery which will even-
tually bring unemployment rates down
to some kind of halfway acceptable
levels. But if we are going to have that
recovery and if people are going to go
back to work, I suggest that it does not
make sense to increase payroll taxes.

I approach this from a very simpie
point of view, and it is that if you tax
something, you are going to get less of
it. The last thing we want to get less
of at this critical moment in our histo-
ry is jobs. We want more jobs.

In 1977, the last time we increased
payroll taxes, the Congressional
Budget Office. estimated that the then
tax increase would cost some 500,000
Jjobs, I do not think it is a coincidence
that since that massive payroll tax in-
crease we have seen a growth in the
problem of chronic unemployment.

So the first reason I urge my col-
leagues to support this amendment is
that it is bad macroeconomic policy.

Second, I would suggest to you the
higher payroll taxes simply are not
there. Counting both the employer
and employee contribution, the aver-
age working man and woman in this
country pays more in payroll taxes
than they do in Federal income taxes.
Think of it. A tax which was originally
expected and intended to be a very,
very modest small tax has now grown
to be larger than the basic Federal
income tax for more than half the
workers of this country.

One of our colleagues pointed out to
me just within the last 15 minutes
that when he first went to work he
paid $40 the first year he worked in
social security taxes, and he estimates
that if he went to work in that same
job today at today’s wages for that
same job he would pay $2,200.

That is not a trend that is unknown
to working men and women. In fact,
many of them feel that this is a seri-
ous injustice, and I think they are
right.

I am not bold enough tonight to sug-
gest that we roll back the payroll tax
increases of 1977, but I do suggest this
is not the moment to further increase
the tax as is suggested by this bill.

I wish to also point out to the
Senate that higher payroll taxes are
highly controversial with the people
who pay them, and the tendency of
raising taxes in order to finance the
deficit in the social security system is
precisely to feed the flame of what
someone has called an intergenera-
tional time bomb.

I do not perhaps think that is an en-
tirely accurate characterization. It
may be an overemotional characteriza-
tion of the concerns that younger
workers have, but I do note that they
are more and more reluctant to sup-
port the social security system, and
one of the things we want to get out of
the passage of this bill is a shoring up
of public faith and confidence in social
security and putting to ease the divi-
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siveness that has characterized this to
a large extent.

What is the justice of it? Aside from
how anyone feels about it, what is the
real bottom-line justice of a payroll
tax increase as compared to the bene-
fit increases that we have seen in
social security?

Mr. President, I would suggest to
you that there is no stronger reason
than just fundamental justice not to
increase taxes. We all know that the
source of support, the principal sourte
of support for social security is payroll
taxes. Benefits during recent years
under social security have risen very
rapidly. As a matter of fact, during the
last decade benefits for social security
have risen nearly twice as rapidly as
the payroll on which the tax is based;
that is, the earning capacity of the
workers of the country.

As a matter of fact, just to put it in
an even clearer perspective, social se-
curity benefits have risen about 50
percent faster than the Consumer
Price Index, while wages of working
men and women have fallen behind
the growth of the CPI.

So for all of these reasons and one
more which I wish to mention, I urge
the adoption of the amendment.

The final reason to some may not be
important, but for some of us it has a
very great significance, and this is the
question of the refundable tax credit
which is built into the Pinance Com-
mittee recommendation. We have had
a principle of parity of treatment be-
tween employer and employee all
these years back to the very beginning
of social security. In the bill we violate
that principle by providing a refunda-
ble tax credit for 1 year of the employ-
ee’s portion of the payroll tax in-
crease.

Now, that crosses two thresholds
that I am reluctant to cross. One is
the general fund financing threshold
and the other is the parity between
employee and employer. If we roll
back the suggested tax increase, we
avoid the necessity for doing so.

For these reasons, Mr. President, I
urge the adoption of the amendment.

The PRESIDING OFFICER (Mr.
MATTINGLY). The Senator from New
York is recognized.

Mr. MOYNIHAN. Mr. President, the
Senator from Colorado expresses the
judgment feeling that many of us have
and none of us would in any way wish
to do what this bill is doing with re-
spect to payroll taxes if it were not an
irony. We must raise 160-plus billion
dollars in the next 8 years or our
system will be defunct. If we do it we
will go into a longer period of surplus
which will surprise us but is there.

I fear to report that the amendment
before us would cost more than $42
billion in round terms, one-quarter of
the additional revenues that we seek,
and without which we do not have a
secure system, without which, Mr.
President, we do not have legislation.
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The PRESIDING OFFICER. The
Senator from Idaho is recognized. -

Mr. SYMMS., Mr. President, I am
pleased to be a cosponsor of the
amendment offered by my colleague
from Colorado, Senator ARMSTRONG, to
eliminate the payroll tax increases in
this bill,

While the payroll tax increases
scheduled to go into effect in this bill
will provide some relief to the social
security system in the form of higher
revenues, this rellef to the system
might prove to be temporary. Slower
economic growth as a.result of the
payroll tax increases might aggravate
the system’s financial burden. -

The increase in the payroll tax rates
represents an increase in cost to both
the employers and employees. The
higher cost to employers is an impedi-
ment to business spending on both
labor and capital inputs. Faced with
the higher tax rate per employee
hired, it discourages labor employ-
ment. Also, the increase in business
costs reduces the available funds for
business expansion. As a result,
growth in investment is slower with
the tax rate increase than without it.

The higher cost to employees pro-
vokes the leisure/work tradeoff. be-
cause it will mean that it will be rela-
tively cheaper to engage in nonwork
activity than it is to work. More impor-
tantly, it encourages early retirement

in the face of lower after-tax incomes .

relative to cenerous social security
benefits.

The slowdown in capital and labor
investment with the tax increase is
translated into slower output per man-
hour. Accordingly, overall economic
performance is made worse off by the
increase in payroll tax rateg.

As far as the social security budget is
concerned, the slower economic activi-
ty with the tax rate increases implies a
lower earnings base along with higher
unemployment. Therefore, revenues
will be lower while the demand for
benefit payments will be higher.

Mr. President, while I sincerely re-
spect the efforts of the chairman of
the Senate Finance Committee and
the efforts of the President’s Commis-
sion on Social Security Reform to pro-
pose and implement a compromise so-
lution to the solvency problems of the
OASDI trust fund, I believe the tax in-
creases proposed in this package will
do more harm than good. .

As everyone knows, we have severe
unemployment in several sectors of
our economy. Why we are passing leg-
islation which will make that unem-
ployment situation more severe fis
beyond me. Payroll taxes are a tax on
employment and every time you tax
something, you will have less of it.

Surely, the senior citizen community
does not want to sacrifice the jobs of
others just so that all of them can re-
ceive cost-of-living adjustments which
actually overcompensate them for the
increased living expenses they are in-
curring.
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1 would encourage all of my col-
leagues to join Sénator Amnom in

Tht

own .econoniic advher Dr. Feldstein,
when he was at MIT, took a look at
these recommendstlom and made the
point that it might cost as much as 2
million jobs in the United States to
raise payroll taxes at this sensitive
tlme of recovery.

8o, whether or not my good frlend
from New York is right, that it will
cost $40 billlon out of the future
income to the trust fund, I think that
is a debatable point. If we trigger more
unemployment by excessively increas-
ing payroll taxes, where people simply
do not hire people because of this mas-
sive cost that it now costs on the front
end to hire a new employee for a small
business that hires most of the people,
we may find out we get less money in-
stead of more money.

We need to get people back to work
in this country, and I think there are
provisions in the bill that will assure
the solvency of the trust fund that are
built into this legislation with amend-
ments that the Finance Committee

has already adopted and that are pu't
of the legislation.

So I think that is the way that we
will take care of the solvency of the
trust fund.

Iurzemyeolleasuestosupportthe
amendment.

I yield'back the floor.

The PRESBIDING OFFICER. The

key part of the financial solvency
package put together at such great
effort hy the Natfonal Commission.

Dropping 'this element ‘out of the-

package now, or modifying it in a sig-
nificant way, could cause the compro-
mise to unravel.

Everyone knows that this entire bill
reptesents a series of measures that no
one is particularly happy about. The
virtue of the package, however, is that
every group shares somewhat in the
burden of preserving soclal security,
and no one pays an extravagant price
out of proportion to the others. If the
payroll tax acceleration is eliminated,
it just means that some other group
will have to take a bigger hit to meet
our financing targets.

In any event, we are not talking
about new taxes: The acceleration pro-
visions generate more revenues to the

trust funds simply by moving up the

effective date of the payroll tax rate
increase schedule for 1985 to 1984, and
part of the increase scheduled for 1890
to 1988. This does, of course, raise the
payroll tax burden: But it does so in a
gradual and predictable way, in con-
junction with major benefit restraints
such as the 6-month COLA delay and
expanding coverage of social security.
While the payroll tax rate accelera-
tions do raise $40 billion between now
and 1990, a significant portion of that
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is offset: In 1984 employees will get a
dollar-for-dollar credit for the rate ac-
celeration, and -employers will be able
to deduct the increased employer pay-
roll taxes. So the real impact on em-
ployers and employees will be consid-
:ur:%lsy less than the gain to the trust

Mr. JEPSEN. Mr. President, I rise in
support of the amendment offered by
the distinguished Senator from Colo-
rado, (Mr. ArRMsTRONG). His leadership
and thoughtful debate on the social
security issue has been extremely
helpful and appreciated. I beélieve all
Senators owe Senator ARMSTRONG &

. debt of gratitude for his decision to

raise some important issues, despite
the oontroversm nature ‘of some of
them.

I have been very concerned about
the acceleration of tax increases ever
since the Commission lndlcated that it
was serlously consi ‘such a pro-

posal. My colleagues remember
that it was not too long ago that social
security taxes were raised, constituting
the largest single peacetime tax in-
crease in our Nation’s history.

Mr. President, whoever said that if
you want to get less of something, tax
lt.surelyhadthesocinmuntymm
mind when the statement was made. If
it is the Senate’s intention to retard
the recovery, stifie employment, and
increase the unemployment rolls, then
Senators should support the accelera-
tion of the tax rates for spcial security
for surely this will be the result.

Social security taxes are a tax on
work. If you work, you pay the tax.
Employers pay the tax and employees
pay the tax. Consequently, raising the
tax increases the cost of havin: em-
ployees.

In addition, beum of the fail-safe
provisions in the bill, repesl of the tax
increases would not increase the likeli-
hood that social security would be in
serious financial difffoulty in the
latter part of this decade. Some ad-
justments in the cost-of-living adjust-
ments mighit be necessary, but even
then, those at the lowest end of the
income scale would not be affected.

I urge my colleagues to join the Sen-
ator from Colorado in his efforts. Oth-
erwise, the economie recovery we are
all hoping for might never occur.

Mr. MATTINGLY. Mr. President, I
rise .to support and cosponsor the
amendment offered by the Senator
from Colorado (Mr. ARMSTRONG). This
amendment will simply strip from the
proposal the accelerated payroll tax
increases, one of the most onerous
provisions of the social security pack-
age.

I support the Armstrong amendment
for a number of reasons. First of all,
higher payroll taxes will mean fewer
jobs. S8econd, higher payroll taxes are
not fair, because employer and em-
ployee contributions are already so
high that the average worker is now
paying more in social security taxes
than in Federal income taxes. Finally,
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raising payroll taxes on workers means
reducing the real income of those
whose income has barely kept pace
with rising prices. I urge my colleagues
to support the amendment offered by
the distinguished Senator from Colo-

Mr. DOLE. Mr. President, did the
Senator from Colorado ask for the
yeas and nays? -

Mr. ARMSTRONG. I have not, but I
am glad to ask for them now. I ask for
the yeas and nays.

The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. DOLE. Mr. President, I shall
Just take a minute.

If we want a social security package
zgen this amendment has to be defeat-

I do not quarrel with the Senator
from Colorado. This is one of the
many unpleasant parts of the package.

We have Federal employees circling
the Capitol. They do not want to be
into the program. We have people who
do not want the COLA delay and some
who do not want the acceleration of
taxes. These are not new taxes but ac-
celeration of existing provisions.

The Senator from Colorado made an
outstanding contribution to the Com-
mission. We made a number of
changes in our bill through the efforts
of the distinguished Senator from
Colorado who is not only 8 member of
the Commission but chalrman of the
Social Security Subcommittee. I would
like to know how the Senator would
offset the revenue loss of $40 or $42
billion?

Is that a part of the package you are
offering?

Mr. ARMSTRONG. Mr. President, if
the Senator will yield to me, the infor-
mation furnished my office indicates
that it would be something less than
that, but not to quibble over the
amount, the Senator knows there is a
provision which the Senator from
Idaho has referred to in the bill which
in effect tailors the cost-of-living ad-
justments in the future to available
revenues.

Now, again, to explore the justice of
it, we are projecting at the present
time benefit increase cost-of-living ad-
Justment of $259 billion between now
and the end of the decade as a result
of COLA’s. The Commission plan will
ljhave a delay savings of only $39 bil-

on.

It is the expectation of my amend-
ment that in the event that the $39
billion in revenue which would be lost
as a result of this amendment puts the
trust fund in a position where it could
not fully meet the COLA the other
provision of the bill adopted by the Fi-
nance Committee would simply scale
back very modestly future COLA in-
creases.

Of course, I recall, as do other Sena-
tors, that we have included a hold-
harmless provision for those at the
lower benefit levels which is by the
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way one of the most important provi-
stons of the bill so if some additional
COLA restraints were required it
would be applied only to those who
were the best able to withstand such
restraint.

Again I point out to the Senator
from Kansas and others social security
benetits have gone up nearly twice as
fast as have the wages and salaries on
which payroll taxes are based and at
about 50 percent faster than the cost
of living.

So if the result were to be some
COLA and I hope it is not,
but if it is that would not be unjust or
bad policy, in my opinion.

Mr. DOLE. Mr. President, for the
reasons stated, I do not quarrel with
the Senator. If we could have a perfect
package and if he or the Senator from
Idaho or someone else could have writ-
ten the package, we might have avoid-
ed any acceleration of taxes, but as a
practical matter that does not happen.
We did the best we could. The package
came out of our committee by a vote
of 18 to 1 with this provision. I hope
the amendment will be rejected.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment of the Senator from Colorado.

On this question the yeas and nays
have been ordered, and. the clerk will
call the roll.

The legislative clerk called the roll.

Mr. STEVENS. I announce that the
Senator from Alabama (Mr. DENTON),
and the Senator from Ilnois (Mr.
PERCY) are necessarily absent.

I further announce that, if present
and voting, the Senator from Alabamsa
(Mr. DerTON) Would vote “yea”. -

Mr. CRANSTON. I announce that
the Senator from Missouri (Mr. EAGLE-
TOR), the Senator from Kentucky (Mr.
HuppLesTON), the Senator from Mary-
land (Mr. Sarsanzs), and the Senator
from Ohio (Mr. GLENN) are necessarily
absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?

The result was announced-yeas 27,
nays 67, as follows:

[Rollcall Vote No. 41 Leg.)

YEAS—-217
Armstrong Heflin McClure
Boren Helms Melcher
‘Boschwitz Hollings Nickles
Cochran Humphrey Num
East Jepsen Quayle
Gam Johnston Roth
Goldwater Kassebaum Symms
Hateh Kasten ‘Trible
Hawkins Mattingly Zorinsky

NAYS—-87
Abdnor Cranston Hatfield
Andrews D’Amato Hecht
Baker Danforth Heins
Baucus DeConcind Inouye
Bentsen Dixon Jackson
Biden Dodd Kennedy
Bingaman Dole Lautenberg
Bradley Domenict Laxalt
Bumpers Durenberger Leahy
Burdick Exon Levin
Byrd Ford Long
Chafee Gorton Lugar
Chiles Qrassley Mathias
Cohen Hart Matsunaga
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Metzenbaum Randolph Thurmond
Mitchell Riegle Tower
Moynihan Rudman ‘Teongas
Murkowski Sasser Wallop
Packwood Simpeon Warner
Pell Specter Weicker
Pressler Stafford Wilson
Proxmire Stennis
Pryor Stevens

NOT VOTING—8
Denton Glenn

Percy
Eagleton Huddieston Sarbanes

So Mr. ARMSTRONG’S amendment
(UP No. 108) was rejected.

Mr. MOYNIHAN. Mr. President, I
move to reconsider the vote by which
the amendment was rejected.

Mr. DOLE. Mr. President, I move to
lay that motion on the table.

The motion to lay on the table was
agreed to.

Mr. ARMSTRONG. Mr. President, 1
ask unanimous consent that the fol-
lowing Senators be added as cospon-
sors to my last amendment: Senator
HUuMPHREY, Senator JEPSEN, and Sena-
tor HELMS.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOLE. Mr. President, we are
moving along rapidly. It is going to
take some time, but we are making
steady progress.

There is not any set order, but there
are Senators who have been walting 1
day or 2 days, such as Senator Hum-
PHREY, Senator HAWKINS, Senator
Baucus, Senator Quavik with one
amendment which I believe we can
agree to, an amendment by Senator
MaTsunaca, and an amendment by
Senator LEVIN.

I am not certain, but I think we can
have a vote about every 15 or 20 min-
utes, hopefully.

Mr. HUMPHREY. Mr. President,
will the Sendtor yleld?

Mr. DOLE. I yield.

Mr. HUMPHREY. Mr. President,
this Senator would agree to a time
agreement of 10 minutes on each side
on each amendment and then have an
up or down vote, with no point of
order being raised against either
amendment.

Mr. LONG. I object.

The PRESIDING OFFICER. Objec-
tion is heard.

Mr. LONG. Will the Senator yleld? I
would like to explain my position.

Mr. HUMPHREY. 1 yield.

Mr. LONG. I do not want to agree to
a time agreement until we have a
chance to check with our minority
leader (Mr. Byrp). I personally have
no objection to a time agreement.

The PRESIDING OFFICER. The
Senator from Florida.

UP AMENDMENT NO. 109
(Purpose: To move up two years the phase-
out of the earnings limitation for benefici-
aries who have attained retirement age)

Mrs. HAWKINS. Mr. President, I
send an unprinted amendment to the
desk and ask for its immediate consid-
eration.

The PRESIDING OFFICER. The
clerk will report.
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The bill clerk read as follows:

The Senator from Florida (Mrs. Haw-
KINS), for herself, Mr. ABDNOR, Mr. ARM-
STRONG, Mr. D’AMATO, Mr. DeCownciNg, Mr.
GARN, Mr. HecHT, Mr. JersgN, Mr. NICKLES,
Mr. Syuus, and Mr. THURMOND, Proposes an
unprinted amendment numbered 109.

Mrs. HAWKINS. Mr. President, I
ask unanimous consent that further

reading of the amendment be dis-

pensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 44, beginning with line 14, strike

outuuomhuneeonpuewmdnneﬂh‘

lieu thereof the following: \
“(1) $2560 for each month in any taxable
year ending after 1987 and before 1989;
“(I1) $500 for each month in any taxable
after 1988 and before 1890;

year ending Lo
‘“(I11) $750 for each month in any taxable

year ending after 1889, and before 1991;
‘“AIV) $1,000-for each month in any tax-

abheywendmdtalmmwmlm~
an .

(V) $1,280 for each month in any taxable
year ending after 1981 and before 1993.”.

On page 48, line 3, strike out “1994” and
insert in leu thereof “1902”.

Mrs. HAWKINS. Mr. President,
under the legisiation before us today
significant steps are recommended to
resolve the shortrun and longrun
problems facing the OASDI trust
funds. However, there is one problem
left unresolved that we can help cor-
rect today. The problem is age discrim-
ination. Under the bill, anyone be-
tween 656 and 70 who chooses to start
drawing social security is forced by the
Federal Government to make the

unfair irrevocable concession never to

work again full time,

Current law sets a limit now equal to
$6,600 as the maximum amount &
social security recipient can earn in
wages or salary annually without pen-
alty. In Flerida, the average per capita
income is $7,200, just a little above the
limit. Above the limit, social security
checks are reduced by $1 for every $2
earned. This direct penalty alone has
the same impact as a 50-percent tax on
wages earned above the limit. If you
earn $2,200 above the Hmit, then you
will have only $1,000 left after your
social security check is reduced.

However, the direct penalty is only a
part of the disincentives thrown in the
way of those wishing to work again.
Right now, social security is not taxed,
but wages and salary are. Thus, gain-
ing $2,000 in wages and losing $1,000
in soclal security is not the same thing
to the tax men as receiving an extra
$1,000. They treat it as receiving an
extra $2,000. That means $140 is re-
moved for social security taxes and at
least another $200 is.taken for Federal

income taxes, probably a lot more. Fi- -

nally, most States, also have income

taxes. Most municipalities and coun-.

ties do, too. So, take out another $60.
When the smoke clears, the net
amount recelved for earning that
$2,000 is only $600. That is equivalent
to a T0-percent tax rate.

The example I have just given 1s not
one covering a wealthy individual. It is
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for someone in the lowest tax bracket,
someone receiving $4,000 in social se-
curity and earning $7,000 in wages for
example. They probably also qualify
for food stamps.

Equivalent tax rates for earning
more than the limit are, therefore,
even higher than 70 percent for most
people caught in this vicious trap. It
can even exoceed 100 percent. Under
current law, it is possible. for a senior
citizen to receive a bill instead of a
check for earning more than the arbi-
trary limit. Now, how many people are
there that will work knowing that the
m(;re they do, the worse off they will
be

Even millionaires zet a better deal
from the Government. They have to
face at most a 50-percent tax rate.
Uncle Sam lets them keep at least 50
percent of however much they choose
to earn. It is probably a lot higher if
they have a tax accountant. Why do
we penalize the working old more than
we tax the rich? 1 propose that the
earnings limit be raised by $3,000 for 5
years in a row beginning in 1988 and
lifted entirely in 1983.

Thus, the limit would be approxi-
mately $10,000 in 1688, $13,000 in
1989, $16,000 in 1990, $19,000 in 1991,
$22,000 in 1992, -with no limit after-
ward. Assuming inflation remains
under control during the 1980’s, under

rate for 1983 is forecast at 10.7 per-
cent. And under alternative III, the
unemployment rate is.- 11 percent.
Under the old way of calculating un-
employment, the rate is already 10.4
percent. Under the new way, it is 10.2
percent. Both are well below the aver-
ages used for devising the II-B and III
forecasts, and the recovery is just be-

ginning.

Consider the economic growth rates
assumed. The II-B projection assumes
the economy grows in real terms by
only 1.4 percent, and the alternative
III projection says we will produce less
this year than we did last year. Mean-
while, the administration, which by
general agreement was considered to
be lowballing its economic growth esti-
mates, assumed a growth rate equal to
the II-B forecast. Qur own Budget
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Committee will certainly pick a
higher, more realistic number.

Analogous comparisons can be made
for other economic varfables that are
important determinants of OASDI
income and outgo. The results of such
comparisons are the same.

The II-B forecast is already proving
to be too pessimistic, and the alterna-
tive III projection implausible. Which,
come to think of it, is just what we

That best guess would permit imme-
diate repeal of the earnings
the House voted to do in 1977.

The arbitrariness of any

all they want without penalty. But if
you are between the ages of 65 and 70,
you have to pay the price. Where is
the fairness or logic behind such dis-
tinctions?

Frankly, any penalty far working if
you are over 68 is inconsistent with
raising the retirement age as reeom-
mended under the bill defore us. You
cannot, without being inconsistent,
claim that life expectancy has grown,
S0 people should werk longer, and
then support penalixing working after
you turn 865.

The earnings penalty, in addition to
being unfair, arbitrary, and inconsist-
ent, also contradicts the firmly held
belief that social security payments
are an earned rlsht. The public thinks
social security is just like a private
pension plan or an annuity contract.
You pay in for a number of years and
at an agreed upon age, you start draw-
ing the benefits you contracted for.
After you pay in, you receive. That is
the deal, with no strings attached. In
fact, if private plans included provi-
sions stating that pension benefits or
annuity payments stopped or were re-
duced when you went back to work,
Congress would pass a law outlawing
them. However, maybe we would not
have?to Who would buy such a poor

Mr. President, the earnings penalty
did not became law by accident. It
passed during a time when Congress
felt it best that those who retired
should stay retired, making room for
the young to take their jobs. However,
how many people feel that way today?
Would not our ability to improve the
math and science skills of our young
be improved if we could entice some of
our best retired teachers to come back,
full time or part time?
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The President asked in his state of
the Union address for retired teachers
to come forward and teach our chil-
dren math and science. They certainly
will not if they get a bill instead of a
check for coming back to the working-
place. ’

For many elderly, the decision to
return to work is not voluntary. They
do not return to work out of choice
but out of necessity. Many people who
retire quickly feel the financial pinch
of living on a fixed income when the
prices of life supports are rising faster
than the inflation rate. Consider these
figures. The cost of electricity has
gone up 60 percent faster than the
CPI over the last 5 years. The cost of
housing and heating your home has
gone up 12 percent faster. Cost of food
has risen 7 percent faster. Bus fare
has gone up 50 percent faster. And
gasoline has gone up at twice the rate
of the CPI. Telephone rates for local
calls are expected to go up three times
within 3 years. Water and sewer pro-
viders are asking for large increases all
over the country. )

What happens when the elderly get
their electricity turned off when they
do not pay their electricity bill? I will
tell you what happens. They have to
pay twice their monthly consumption
in cash. Utility companies will not
take a check once you have been cut
off for missing a payment.

Should we penalize these people for
deciding they cannot afford to retire
after all? Instead, they have to keep
working just to pay for a minuscule
roof over their heads, or to make a
telephone call since someone is break-
ing in their front door, or to have
water come out of the faucets in the
house they have lived in for 45 years
while their property taxes have tripled
in less than 5 years?

How about penalizing those who
incur enormous medical bills when
their spouses suffer from a catastroph-
ic illness that medicare does not cover?
The average person who is on medi-
care has to come up with $721 a
person annually just to cover the
charges for their health costs that are
not covered in medicare. Or how about
penalizing someone who gets swindled
out of their life savings? You can pick
up the paper daily in Florida and read
of someone who just gave $10,000 or
$15,000 of their life savings on some
flimflam game that went on in a back
parking lot. With a little imagination,
I am sure my colleagues will come up
with some other examples.

The point is simple. Most people
want to retire as soon "as possible.
They look forward eagerly to the day
-when they can afford to do so. Unfor-
tunately, inflation or a serious finan-
cial mishap forces some of them back
into a job. We should not make the
last years of their lives such a hard-
ship by what we do in Congress.

I suspect it was for some of the rea-
sons I have outlined today that the ad-
ministration proposed phasing out the
earnings penalty in 1983 when they
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sent a plan to do so to Congress in
May 1981. I commend the Finance
Committee for agreeing to eliminate
the earnings penalty in 1995 as pro-
posed by this bill.

However, 1 believe we can do better
than wait until 1995. While there are a
variety of ways to accelerate the elimi-
nation of the penalty, I believe the
least controversial way is to increase
the 5-year phaseout schedule recom-
mended by the Finance Committee by
2 years. Instead of phasing out the
penalty over 5 years beginning in 1990,
I propose starting in 1988.

There should -be no question we can
afford my amendment if we believe
the charts we have been shown and
the study we have read prepared by
the Social Security Administration.
Starting in 1988 under virtually any
conceivable economic conditions,
OASDI will run a string of annual sur-
pluses well into the 21st century. At
year end in 1988, OASDI under the
moderately pessimistic II-B forecast
will have a checkbook balance of $57
billion according to the Social Security
Administration. In 1989, the balance
will grow to $89 billion. And the 1990’s
will be even better; positive cash flow
is expected to exceed $400 billion in
that decade alone. If the doom and
gloom III forecast is used, then the
1988 and 1989 year-end figures are $13
billion and $23 billion. However, even
under alternative III, OASDI will start
to run annual surpluses in 1988, the
year I propose to phase out the earn-
ings test. And they will continue
throughout the 1990’s and beyond. By
comparison, my amendment costs
OASDI $800 million in 1988 and $1.3
billion in 1990. That means it costs less
than 1 percent of 1 percent of taxable
payroll, Even this modest amount is
an overstatement if you believe the
studies that were presented before
comprehensive hearings held by the
House Subcommittee on Retirement
Income and Employment, during the
96th Congress, 1980.

The studies showed that if the limit
were removed people would go back to
work, and thereby return up to 85 per-
cent of the cost for repealing the test
in the -form higher income and social
security taxes. This administration
campaigned as did many Senators—
that together we were going to reward
work, and now we have said we are
going to penalize you if you are be-
tween 65 and 70 and choose to do so.
Someday soon, perhaps sooner than
we think, for this reason many of us

.will be called upon to answer why we

did not fight to eliminate immediately,
instead of starting in 1988 age discrim-
ination against the elderly forced for
financial reasons back to work. I
wonder how presuasive our answer will
be that we decided to look away and
wait until 1995 before justice was
done.

Mr. President, I ask for the yeas and
nays.
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The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas is recognized.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Flor-
ida for offering the amendment. I only
wish we could accept it. And I only
wish I was as optimistic as even the as-
sumptions cited by the distinguished
Senator from Florida. But I think we
have to be realistic. This is going to
take about $2.3 billion out of the trust
fund. When we were finally trying to
put all this together in the Senate Fi-
nance Committee, we ended up with
about four areas we wanted to address,
and one was the area just addressed by
the Senator from Florida. The other
was the so-called bend points, another
was increasing the retirement age to
66, and the other was the day care,
child care credit just discussed by the
distinguished Senator from Colorado
(Mr. ARMSTRONG).

Now, it is not that we did not want
to do more. It is that we had certain
guidelines to follow, and it seemed to
us that we had gone about as far as we
could go with reference to this partic-
ular issue.

We do begin the phaseout in 1990. 1
would like it to begin immediately. In
fact, the Senator from Kansas coauth-
ored, with the Senator from Arizona,
the earlier action in this area. I am not
certain what year it was now but it
was 4 or b years ago.

Under the committee bill; the retire-
ment earnings test for people 65 and
older will be phased out between 1990
and 1995. Each year the exempt
amount of earnings would rise by
$3,000 and the test would be complete-
1y eliminated in 1995. The phaseout of
the retirement test is an important
change in social security that I have
long endorsed. Under present law
there are strong disincentives for older
Americans to continue to work. The
problem with phasing out the test and,
indeed, the problem with this amend-
ment is that it costs money. I must say
that a lot of amendments are going to
be coming up now. They all cost
money. And we are hanging on by a
thread. We are trying to keep the
package intact and everybody is
coming along now with an amendment
that is $500 million or $700 million or
$2.3 billion.

That may not seem like a lot in the
social security package, but we have to
raise about $165 billion between now
and 1990, and every billion dollars we .
lose, or $2.3 billion we lose out of the
trust fund must be made up some-
where else. We just had an amend-
ment that would have taken $40 bil-
lion out of the trust fund.

Mr. MOYNIHAN. Mr. President,
may we have order. The manager of
the legislation is speaking.
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Mr. DOLE. I thank the Senator
from New York.

I really believe that if in fact we are
going to have these big surpluses, and
Congress is going to meet in 1984,
1985, 1986, and 1987, then it would cer-
tainly be appropriate for the Senator
from Filorida to offer the amerximent
and I would join her in that amend-
ment, assuming we are both here in
1987 or whenever that time comes.

Mr. President, we have thought
about taking the amendment. We tried
to find out some way we could squeeze
it into the package, but it seems to me
that finally the botton line is: Can we
take it? Do we have the money to take
it? The answer is no. Therefore, I
would hope we would reject the
amendment.
® Mr. LEVIN. Mr. President, I reluc-
tantly vote against the amendment of-
fered by the Senator from Florida to
accelerate the phaseout of the earn-
ings limitation on social security recip-
ients. Under current law, this limita-
tion is $6,600. Income earned above
this amount results in social security

benefits being reduced by $1 for every -

$2 that are earned.

The committee had proposed phas-
ing this limftation out by 1995. The
amendment being offered would phase
it out by 1993. I believe that we should
phase out or raise the earnings Hmita-
tions so it is at least high enough to
allow an individual to earn an income
which can supplement their social se-
curity benefits, and, thereby provide
the necessities of life. But early total
removal of the limitations may
weaken the solvency of the system.

‘While I can support the phaseout by
1995 it has been carefully crafted to
avoild any additional reduction of
social security benefits to pay for it.

We had best leave it that way.e

Mr. MOYNIHAN addressed the
Chalr.

The PRESIDING OFFICER. The
Senator from New York is recognized.

Mr. MOYNIHAN. Mr. President,
there is nothing I would add.to the re-
marks of the distinguished Senator
from Kansas except our appreciation
to the Senator from Florida for draw-
ing the attention of the Senate to the
fact that it may well be, if fortune
smiles, that we could afford this
toward the end of the decade. We do
not think we can.

As time goes by, if it turns out we
can, the amendment can be offered
and, as the Senator from Kansas said,
he will support it, and I will support it.
But for the moment we have very
little keel room in this legislation, and
a billion here and a billion there, as
somebody once said in this Chamber,
and pretty soon you are talking about
real money. And it is real money we
are trying to raise. I would ask Sena-

tors on both sides if they could stay

with the Finance Committee’s mess-
ure in this regard. It is made up of

small items. If we start taking small-
items out, we do not know where we .
© will be.
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Mr. BAKER addressed the Chair.

The PRESIDING OFFICER. The
majority leader is recognized.

Mr. BAKER. Mr. President, I hope
the Senator from Florida and the
managers of the bill will iet me inter-
vene just for a moment to bring in the
conference report on the jobs bill.

Before I do that, however, may I say
that I do not intend to call up the con-
ference report now. However, after the
Hawkins amendment is disposed of, it
is my intention to ask the Senate to
tarn to the consideration of this meas-
ure.

Mr. President, once again, after the
Hawkins amendment is dealt with, it is
the intention of the leadership to ask
the Senate to turn to the considera-

. tion of the conference report, wirich is

privileged. It is hoped that it will not
take an unduly long time to fimish con-
sideration of this measure, and then
we will return to the social security

\package.

T express, once again, our hope that
we can finish both the conference

Mr. Pr dent, I yield the floor.

MESSAGE FROM THE HOUSE

At 7:56 p.m., a mesasage from the
House of Representatives, delivered by
Mr. Gregory, one of its reading clerks,
announced that the House agrees to
the report of the committee of confer-
ence on the disagreeing votes of the
two Houses on the amendments of the
Senate to the bill (H.R. 1718) making
appropriations to proviie emergency
expenditures to meet neglected urgent
needs, to protect and add to the na-
tional wealth, resulting in not make-
work but productive jobs for women
and men and to help provide for the
indigent and homeless, and for other
purposes; it recedes from its disagree-
ment to the amendments of the
Senate numbered 10, 12, 19, 26, 44, 54,
60, 74, 15, 77, 81, and 83 to the bill, and
has agreed thereto; it recedes from its
disagreement to the amendments of
the Senate numbered 1, 2, 9, 16, 21, 22,
2728647178798889909192
97, and 98 to the bill, and has agreed
thereto, each with an amendment, in
which it requests the concurrence of
the Senate, and it insists upon its dis-
agreement to the amendment of the
Senate numbered 82 to the bill.

The message also announced that
the House has passed the following
bill, without amendment:

S. 366. An act to settle certain claims of
the Mashantucket Pequot Indians.

The message further announced
that pursuant to the provisions of sec-
tion 1, Public Law 86-420, as amended,
the Speaker appoints as members of
the U.S. Delegation of the Mexico-
United States Interparliamentary
Group for the 1st session of the 98th
Congress the following Members on
the part of the House: Mr. bE 1a
GaARzA, chairman, Mr. YATRON, vice
chairman, Mr. Kazen, Mr. SKELTON,
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Mr. KoGOVSEK, Mr. ALEXANDER, Mr.
BARNES, Mr. LAGOMARSINOG, Mr. RuDD,
Mr. GOODLING, Mr. DrEIxR of Califor-
nia, and Mr. BEREUTER.

APPOINTMENT BY THE VICE
PRESIDENT

The PRESIDING OFFICER. The
Chair, on behalf of the Vice President,
in accordance with 32 U.S.C. 1928(a)-
1928(b), as amended, appoints the Sen-
ator from Delaware (Mr. Bipen) vice
chairmean of the Senate delegation to
the North Atlantic Assembly during
the 98th Congress, the Senator from
Rhode Island (Mr. PxLL), resigning.

SOCIAL SECURITY ACT
AMENDMENTS OF 1983

The Senate continued with the con-
sideration of the bill.
The PRESIDING OFFICER. The

Mr. STEVENS. I announce that the
Senator from Alabama (Mr. DENTON),
the Senator from Minnesota (Mr. DUR-
ENBERGER), the Senator from Arizona
(Mr. GorowaTER), and the Senator
from Mlinois (Mr. PERCY) are necessar-
ily absent.

I further announce that, if present
and voting, the Senator trom Alabama
(Mr. DENTON) would vote “nay.”

Mr. CRANSTON. I announce that
the Senator from Texas (Mr. BENT-
SEN), the Senator from Kentucky (Mr.
Htmnu:s:rou), the Senator from Mary-
land (Mr. SaRBANES) are necessarily
absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber who desire to vote?

The result was announced—yeas 44,
nays 49, as follows:

{Rollcall JYote No. 42 Leg.)

YEAS—44

Abdnor Glenn Mitchell
Armstrong Hatch Nickles
Biden Hawkins Nunn
Bingaman Hecht Pell
Boren Heflin Pressler
Boschwitz Helms Pryor
Burdick Hollings Quayle ’
Byrd Humphrey Randolph
Chiles Jepsen Riegle
Cohen Kasten Symms
D’Amato Leahy Thurmond
DeConcini Mathias Trible

it Mattingly Warner
Ford McClure Zorinsky
Garn Melcher .

NAYS—49

Andrews Hart Packwood
Baker Hatfield Proxmire
Baucus Heinz Roth
Bradley Inouye Rudman
Bumpers Jackson Sasser
Chafee Johnston Simpson
Cochran Kassebaum Specter
Cranston Kennedy Stafford
Danforth Lautenberg Stennis
Dixon Laxalt Stevens
Dodd Levin Tower
Dole Long Tsongas
Domenici Lugar Wallop
Eagleton Matsunaga Weicker
Exon Metzenbaum Wilson
Gorton Moynihan
Grassley Murkowski
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NOT VOTING—1
Bentsen Goldwater Sarbanes
Denton Huddleston
Durenberger Percy

So Mrs. Hawkins’ amendment (UP
No. 109) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote by which the
amendment was rejected.

Mr. MOYNIHAN. I move to lay that
motion on the table,

The motion to lay on the table was
agreed to.

Mr. BAKER. Mr. President, I indi-
cated earlier that as soon as we fin-
ished this vote we would go to the con-
ference report. The chairman of the
committee, the manager of the confer-
ence report on this side, needs a little
more time to examine the nature of an
amendment sent to us on one of the
items in disagreement with the House.

I understand Senator DoLE and Sen-
ator QUAYLE are prepared to proceed
now on another amendment to the
social security package which will not
require a rollcall vote. I hope the man-
agers will agree to do that while I con-
sult with the chairman of the Appro-
priations Committee and arrange for
us to proceed to the conference report.

UP AMENDMENT NO. 110, AS MODIFIED

(Purpose: To allow dislocated workers to

withdraw contributions to IRA’s)

Mr. QUAYLE. Mr. President, I send
an amendment to the desk. .

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

The Senator from Indiana (Mr. QUAYLE)
proposes an unprinted amendment num-
bered 110. .

Mr. QUAYLE. Mr. President, I ask
unanimous consent to withdraw that
amendment and submit this amend-
ment, which is a revised amendment,
in accordance with an agreement that
has been worked out.

The PRESIDING OFFICER. The
amendment is so modified. The clerk
will report. *

The bill clerk read as follows:

The Senator from Indiana (Mr. QUAYLE)
proposes an unprinted amendment num-
bered 110, as modified.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment, as modified, is as
follows:

At the end of title IV add the following
new section:

SPECIAL PROVISIONS FOR DISLOCATED WORKERS
WITH RESPECT TO INDIVIDUAL RETIREMENT
ACCOUNTS
SEc. 423. (a) Notwithstanding any other

provision of the Internal Revenue Code of

1954, a dislocated worker having documen-

tation issued by the Secretary under this

section, may withdraw contributions to, and
interest on, an individual retirement ac-
count established in accordance with the
provisions of section 408 of the Internal

Revenue Code of 1954, without incurring

the tax penalty under section 408(f) of the

Internal Revenue Code of 19854.
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(b) For purposes of subsection (a), an indi-
vi;ilual is a dislocated worker if such individ-
ual—

(1) has at least twenty quarters of cover-
a.gg under title II of the Social Security Act;
an

(2) has received regular unemployment
compensation under State law within the
preceding 12-month period, and has ex-
hausted all rights to such compensation in
his most recent benefit year.

(c) The Secretary shall provide for the is-
suance of documentation to individuals
identified as dislocated workers.

Mr. QUAYLE. Mr. President, I am
sending to the desk an amendment
which will permit the long-term unem-
ployed to withdraw their contributions
to individual retirement accounts
without incurring a tax penalty.

We all know that this Nation faces a
large problem of workers who have
been and who will continue to be per-
manently dislocated from their cur-
rent employment. These workers must
gain new skills before they can reenter
the productive mainstream of the
American economy. It seems to me
just a matter of commonsense to let
workers withdraw their IRA contribu-
tions without penalty when they are
faced with the need to make a funda-
mental change in their working career.
There is no sense in having funds
locked up in a long-term savings ac-
count when the workers’ needs are im-
mediate and now. IRA withdrawals are
already permitted for the handi-
capped. This amendment permits
withdrawals for those who have, in
fact, been handicapped by the changes
in our economy.

Mr. President, this amendment is
very direct and very simple. It involves
the individual retirement accounts and
forbears the tax penalty for withdraw-
al to those who are dislocated workers.

This amendment, I am pleased to
report, does have the support of the
Treasury. It has been slightly modi-
fied, I might point out, from the ver-
sion that was printed in the RECORD on
March 16 in order to achieve a greater
administrative simplicity.

Basically what it does is just to allow
a withdrawal without penalty from an
IRA account for those people who are
dislocated workers and seeking em-
ployment.

Mr. DOLE. Mr. President, I under-
stand from the Senator from Indiana
that the Treasury does support this
amendment. As I understand what it
permits is if somebody is dislocated
they can—it is similar to the situation
with respect to the disabled. They can
withdraw from the IRA without penal-
ty. Is-that the essence of the amend-
ment?

Mr. QUAYLE. That is the essence.
That is correct.

Mr. DOLE. Does the Senator have a
revenue cost estimate?

Mr. QUAYLE. Obviously in fiscal
year 1983 there will not be any be-
cause they would not be paying the
penalty until the following year, so
any kind of revenue loss would not be
in fiscal 1983 but in fiscal 1984.
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Mr. DOLE. Has the Senator talked
to the distinguished Senator from
Louisiana about this amendment?

Mr. QUAYLE. We have had from
the minority side for a considerable
amount of time no opposition. This is
really not a noncontroversial amend-
ment. I am going to get to one. So it
has been over there with the Senator’s
staff for clearance, and we have had
no objection to it.

Mr. PRYOR. Mr. President, I might
say to the distinguished Senator from
Indiana, I was filling in for the Sena-
tor from Louisiana (Mr. Long). I
wonder if we could have an accommo-
dation until he gives his acceptance or
possible disapproval of this, and so I
wonder if we might lay this aside tem-
porarily until the Senator from Louisi-
ana returns?

Mr. DOLE. I think that is a good
suggestion. I wonder if we might not
temporily set this aside until we check
with Senator LONG.

You have an amendment that has
been cleared with Senator Long, the
one you discussed with him?

Mr. QUAYLE. I have discussed the
voucher amendment with Senator
Lone, I have not yet had clearance
with him. I thought I would wait for
clearance.

I was under the impression there
would not be any problem with two of
the amendments, but I would be glad
to accommodate the minority on this.
It has been printed in the RECORD, it
has been well established for a couple
of days, and I have heard no objection.
As a matter of fact, one day we had ac-
commodations we had made in re-
sponse to a number of people who
have seen this and commented on it.

Again, it is just foregoing a penalty
on withdrawal from IRA accounts of
dislocated workers. I.can hardly imag-
ine that that is going to be a hugely
controversial issue. We are talking
about the Federal supplemental com-
pensation authorization and unem-
ployment compensation. This would
certainly be a way, without having any
drain on the Treasury, to provide some
comfort for people that are dislocated
and find themselves in a very unfortu-
nate circumstance.

I will be very surprised if, in fact,
there is any opposition. But I would be
willing to accommodate the minority
in any fashion that the manager of
the bill sees fit.

Mr. PRYOR. Mr. President, once
again, in regard to the amendment of
the Senator from Indiana, I certainly
cannot speak for our side on this par-
ticular issue. I would like to ask, re-
spectfully, if the Senator from Indiana
would temporarily set aside the
amendment until our side has had an
opportunity to examine the amend-
ment.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that this amend-
ment be temporarily set aside.

. The PRESIDING OFFICER. With-
out objection, it is so ordered.
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UP AMENDMENT NO. 111
(Purpose: To provide that FSC shall not be
denied to an individual in training)

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

The PRESIDING OFFICER. The
clerk will report.

The assistant legislative clerk read
as follows:

On page 234, after line 23, lnsert the fol-
lowing:

TRAINING

Sxc. 404, Section 602 of the Federal Sup-
plemental Compensation Act of 1982 is
amended by adding at the end thereof the
following new subsection:

*“(g) The payment of Federal supplemen-
tal compensation shall not be denied to any
recipient (who submits documentation pre-
scribed by the Secretary) for any week be-
cause the recipient is in training or attend-
ing an accredited educational institution on
a substantially full-time basis, or because of
the application of State law to any such re-
cipient relating to the availability for work,
the active search for work, or the refusal to
accept work on account of such training or
attendance, unless the State agency deter-
mines that such training or attendance will
not improve the opportunities for employ-
ment of the recipient.”.

Mr. QUAYLE. Mr. President, this
amendment deals with the Federal
- supplemental compensation benefits
and allows a different procedure for
whether an individual may be avalila-
ble for work.

Under present law, these benefici-
arles are disqualified from benefits
unless their retraining has been previ-
ously approved by the State employ-
ment security agency. As a matter of
record, these agencies have rarely ap-
proved training courses unless the
agency has itself arranged for the
training.

Under my amendment beneficiariés
would not be disqualified from bene-
fits if they took training unless the
State agency determined that the
training would not improve the benefi-
clary’s prospect of employment.

So we are reversing the process on
determining whether an individual
would be available for work. The em-
phasis is to'try to get individuals to
seek training instead of waiting.

At the request of the Department of
Labor, I have included some modifica-
tions from my original amendment in
order to prevent potential misuse of
this provision. First, I have provided
that the beneficiary, the person re-
ceiving unemployment compensation,
must submit appropriate documenta-
tion, as will be prescribed by the Sec-
retary, concerning his retraining so
that the State agency will have ade-
quate evidence on which to base its de-
termination. Second, I have made the
provision applicable only to retraining
that is taken on a substantially full-
time basis to prevent the possibility of
someone being excluded from job
search requirements just because he is
taking training for 1 hour a week.

With these modifications, I under-
stand that this amendment will be ac-
ceptable. Let me summarize. What we
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are doing is putting the burden on the
employment security agency to deter-
mine that he is not receiving or she is
not receiving adequate training. Right
now the procedure is very cumber-
some. Individuals find 1t very difficult
at times, because of the administrative
hurdles placed before them, to get cer-
tified that they are trying to receive
training to enhance one’s skills and,
:herefore, enhance one’s employabil-
ty.

I believe this amendment certainly is
a step in the right direction. The em-
ployment security agency sees that
the individuals are taking advantage
of it or they do not provide proper cer-
tification, then, in fact, they would not
be available for work and, therefore,
they could not go ahead and seek this

Mr. President, I just want to empha-
size one point. This amendment goes
to what is going to be the second
phase of the jobs bill. Later on tonight
we are going to be debating the jobs
bill. A number of people that support-
ed that, including the Senator from
Indiana, did that because it is a short-
term solution. It is not a long-term so-
lution. The Federal unemployment
compensation is in there. It is a matter
of dire necessity for every State, in-
cluding my own, that we pass that.

But, beyond that, the real jobs legis-
lation is not, first of all, going to mean
economic recovery. S8econd, and this is
the challenge that we have, how are
we going to train and retrain our sur-
plus labor in this country? How are we
going to take those individuals that
have been dislocated and displaced
and match them up with future jobs?
How are we going to take somehody
that has been employed for a number
of years.and develop new skills and,
therefore, new opportunities?

What this amendment does is to say:

“Look, what we are going to do is en-
courage training and we are not going
to deny benefits to somebody that is
seeking proper training and trying to
xetaheadinll.tet‘ndtomoveastep
forward.”

It is not going to be open-ended be-
cause there is going to have to be cer-
titication. Just like under the GI pro-
gram, certain certifications that if you
were taking courses,
you would be eligible for the GI pro-
gram. This is the same requirement.

Once the individual shows that he or
she is receiving training, then they are
going to continue to get those unem-
ployment benefits unless the agency

“determines that it is not going to en-
hance their employability.

I imagine, in most cases, they would
not make that determination and,
therefore, there would be a positive in-
centive and reward for those people to
go out and to have training and there
would not be a punitive liability or a
disadvantage to those individuals
where they would say, “Oh, no, you
can receive training if you are going to
continue to. get your unemployment
compensation.”

‘to go ahead and -
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Let us face it, if they can go ahead
and receive that unemployment com-
pensation and receive that training,
they are going to be better off and the
Nation is, too. 80 I hope that there
will not be any dissent on this amend-
ment.

It just reverses the present process.
It has been printed in the Rxcorp. It
has been discussed at the staff level. It
has the administration’s support and
it should have the support of the
entire Senate.

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

Mr. QUAYLE. I am glad to yield to
my distinguished chairman.

Mr. DOMENICI. Mr. President,
first, I wish to compliment the Sena-
tor for the amendment. I think it is an
excellent one.

Who will make the determination as
to whether or not the training or re-
training enhances one's employability?
Let me tell the Senator why I ask that
question. I have & pocket of unemploy-
ment attributable to copper mining. I
have been down there a couple of
times meeting with the working
people. They told me that they are at-
tempting to go to school there at the
regional university and take the voca-
tional course and that somebody at
the State level made the determina-
tion that they qualified if they were
learning to be a plumber but they did
not qualify for unemployment if they
were learning to be a carpenter. Will
the amendment of the Senator change
any burden of proof there? »

Mr. QUAYLE. 1t certainly does. It
changes the process, because under
the current process your employment
security agency sets up all of this cri-
teria and then they have to fall into a
certain category.

Under this amendment, the pre-
sumption, so0 to speak—and we will
have to wait and see exactly how it
will be carried out with the Secre-
tary—the presumption is if they are
certified and receive training, they are
also certifying that they are going to
elevate one’s skills. There was a poten-
tial abuse we corrected.

Someone would say that maybe they
will be able to certify they are only
getting 1 hour a week and, therefore,
that would not be right. S8o we put in
substantially full-time employment; in
other words, it has to be a basically
full-time training that they are seek-
ing. Therefore, once the employee or
the recipient or beneficiary deter-
mines that they are going to enhance
their employability, the burden of
proof is now on the Department to
say, “No, they are not.”

Right now the Department can come
up with arbitrary standards, as they
have done in the Senator’s State of
New Mexico, and say if you do not do
this you do not qualify. It simply re-
verses the process and reverses the
presumption.
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Mr. DOMENICI. I compliment the
Senator. I ask him if I may be added
as a cosponsor.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that the Senator
from New Mexico (Mr. DoMENICI) be
added as a cosponsor.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

Mr. DOMENICI. I thank the Sena-
tor.

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, again, we
are waiting for the distinguished Sena-
tor from Louisana (Mr. LONG) to come
to the floor so he will have a chance to
examine the amendment.

As I understand, the amendment has
been modified, but it is still hard to de-
termine that somebody is looking for
work if they are in a training program.

I do not have any real objection, but
I think it can be tightened up some
more and we can do that in confer-
ence. However, I would want the dis-
tinguished Senator from Louisiana to
clear the amendment.

The amendment that troubles me is
the one the Senator has not offered
yet. The more I heard about it, the
less enthusiastic I am about the
voucher. I would hope the Senator
would not press that amendment. It is
the same thing we have had hearings
on, or essentially the same thing we
have had hearings on, in the Finance
Commlittee.

As I understand, there are still a
number of questions to be resolved,
-and I would hope that we might delay
that amendment for another time.

Mr. QUAYLE. Will the Senator
yield?

Mr. DOLE. The Senator has not of-
fered the amendment yet, but I under-
stand he may do so. I just want to in-
dicate I have no objection to the first
two amendments. 1 feel after discuss-
ing the third amendment and learning
more about it, I would prefer not to
have to address that at this time.

The Senator is certainly at liberty to
offer it.

Mr. QUAYLE. Let me tell the Sena-
tor that when we started out with the
voucher proposal, there were a lot of
people we had been working with who
expressed the same concerns as the
Senator from Kansas, that maybe we
shold not be doing that at this particu-
lar time, or they had certain questions
on the amendment.

After working with particularly a
number of people in the administra-
tion this past week and this week, the
Department of Labor, the Department
of the Treasury, and OMB have basi-
cally signed off on this amendment
and they are now supporting it.

I would hope that we might be able
to get the chairman of the Finance
Committee, which has jurisdiction
over this matter, as well as the Labor
and Human Resources Committee, to
work this out. Maybe as time goes on
the Senator from Kansas might like
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this amendment that I would like to
offer later on. It does have the sup-
port of the administration. I think it is
a good amendment. Nobody really
knows how these vouchers are going to
work.

This is an extension of the Federal
supplemental compensation. This is a
good place to offer it. There may be
some debate on it, and there may be
some questions that we could answer.

_We have takén a considerable amount

of time and contacted a lot of people
who had a lot of reseravations to begin
with. We have made a lot of accommo-
dations on it and believe it is really a
good amendment.

Mr. DOLE. As I say, I just happened
to focus on it, and it may not be fair to
the Senator to say that because I have
really not had a chance to examine it.

I would hope, as a matter of fact,
that the Senator would not offer it at
this time and that we would temporar-
ily set aside the other two amend-
ments unitl the Senator from Louisi-
ana comes to the floor. I do not see
any problem with those two.

Mr. QUAYLE. I appreciate the Sena-
tor’s comments. The other two amend-
ments were definitely not controver-
sial, and this one should not be too
controverisal. It may become a little
controversial as we go on. I will cer-
tainly accommodate the chairman on
that and work with him. I will also
work with the ranking minority
member as the evening goes on. We
have the jobs legislation to pass yet to-
night. Maybe by tomorrow we can get
this worked out.

UP AMENDMENT NO. 112

I might say I do have an amendment
which I believe has been worked out
on all sides on section 1122. What 1
will do is offer that one, which I be-
lieve we have everyone signed off on,
and then we can set those three aside
as they are noncontroversial. Then
when the Senator from Louisiana re-
turns, we can perhaps accept those
three en bloc.

Mr. DOLE. Mr. President, will the
Senator describe the amendment
which has been cleared all the way
around?

Mr. QUAYLE. The amendment on
section 1122 basically provides that on
section 1122 hospital construction of
over $600,000 they simply submit for
review to the section 1122 agency or to
the State planning agency. My origi-
nal preference was to have an actual
approval of the submission, but that
received strong objections from a
number of people.

What we are doing is simply submit-
ting it for review.

I think everybody knows there is a
tremendous question on health care
costs. This issue is one which has been
debated before. It is one that will con—
tinue to be controversial.

Under this amendment, which I be-
lieve has been worked out to the satis-
faction of everybody, it is not going to
be that noncontroversial. It is going to
be simply amending section 1122 to
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provide for submission of the construc-
tion costs and capital expenditures of
hospitals to either the section 1122
agency or the State planning agency.

I believe that amendment has been
cleared, from what I have been told. If
not, we will have to go back to work a
little bit more, or we will just bring it
up and debate it later sometime.

Mr. DOLE. The Senator from
Kansas certainly has no objection. It
may have been cleared at the staff
level, but we do have to consult with
the distinguished Senator from Louisi-
ana. I do not see any problem at all
with the third amendment offered. If
it is satisfactory with the Senator, we
will set aside the three amendments
and take up another noncontroversial
amendment by the Senator from Mon-
tana.

UP AMENDMENT NO. 112
(Purpose: To make changes in the provi-
sions of section 1122 of the Social Security

Act relating to capital expenditures and

planning)

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

The PRESIDING OFFICER (Mr.
WiLsoN). The clerk will report.

The assistant legislative clerk read
as follows:

The Senator from Indiana (Mr. QUAYLE)
proposes an unprinted amendment num-
bered 112.

Mr. QUAYLE. Mr. President, I ask
unanimous consent that further read-
ing of the amendment be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

At the end of title III add the following
new section:

SECTION 1122 AMENDMENTS

Sec. 308. (a) Section 1122(C) of the Social
Security Act is amended by striking out
“the Federal Hospital Insurance Trust
Fund” and inserting “the general fund in
the Treasury”.

(b) Sections 1122(g) and 1861(zX2) of such
Act are each amended by striking out
“$100,000” and inserting in lieu thereof in
each instance “$600,000”.

(c) Section 1122 of such Act is amended by
adding at the end thereof the following:

“() A capital expenditure made by or on
behalf of a health care facility shall not be
subject to review pursuant to this section if
75 percent of the patients who can reason-
ably be expected to use the service with re-
spect to which the capital expenditure is
made will be individuals inrolled in an eligi-
ble organization as defined in section
1876(b), and if the Secretary determines
that such capital expenditure is for services
and facilities which are needed by such or-
ganization in order to operate efficiently
and economically and which are not other-
wise readily accessible to such organiza-
tion.”.

(c) Section 1861(zX2) of such Act is
amended by inserting “(A)” after “(z)”. and
by adding at the end thereof the following
new subparagraph:

“(B) provides that such plan is submitted
to the agency designated under section
1122(b), or if no such agency is designated,
to the appropriate health planning agency
in the State (but this subparagraph shall
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not apply in the case of a facility exempt
from review under section 1122 by reason of
section 1122(§));".

(d) The amendments made by this section
shall apply only with respect to cost report-
llxazasperiods beginning prior to October 1,

Mr. DOLE. Mr. President, I under-
stand this is the amendment which
thaemSenator from Indiana has just ex-
pl

Mr. QUAYLE, Yes, and I have a fur-
ther statement.

Mr. President, by the administra-
tion’s own admission, there is a little
more that needs to be done with
regard to their medicare prospective

payment legislation before it can-

really begin to make a dent on the
rising cost of health care.

1 believe that the proposed “pass
through” for capital  expenditures
under the prospective payment pro-
posal will stimulate unnecessary capi-
tal expenditures and defeat the cost
containment objectives of the propos-
al. We must act carefully if we are to
discourage capital expansion that has
not demonstrated it is needed.

Medicare prospective payment offers
an alternative to our present cost-
based system, which has not provided
incentives to hospitals to be efficient.
Clearly, changes are needed in the way
we pay for health care. While moving
forward on a prospective payment
system for hospitals is a step in the
right direction, we should not take
that step without attempting to link
prospective payment systems with sys-
tems for restraining unnecessary capi-
tal expenditures.

As long as capital expenditures are
passed through, there is the potential
for the pass-through becoming a flood.
Passing through capital costs will con-
tinue to inflate hospital costs because
new capital expenditures will result in
increased supply, utilization and cost.
It is known that for every dollar in-
vested in capital, it generates a 30-cent
increase per annum in operating costs.

Not only does the current proposal
allow for the unrestrained flow-thru
of capital costs, it in fact will stimulate
an already expensive component of
health care cost escalation by encour-
aging hospitals to make new capital

expenditures as quickly as possible.

The administration is quite clear in
stating that capital costs will eventual-
1y be included in prospective rates.
Combined with the current pass
through, it is an open invitation to
invest now and build up a base of
reimburseable debt before limits are
placed on capital costs.

While I strongly support and recog-
nize legitimate needs for capital ex-
penditures, I also believe that a system
which passes through new costs with-
out checks and balances will pay for
unneeded capital growth in the future.
At a time in our Nation when funds
are scarce, and in an industry that is
volatile in its inflationary spiral, new
capital expenditures should not be
paid unless they have been carefully
reviewed by the State to determine
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the need for, and affordability of, the
proposed expenditures.

For this reason, I intend to offer an
amendment to that portion of the
social security bill that addresses the
medicare prospective payment propos-
al v

My amendment will do several
things: It will require hospitals to
submit their 3-year capital expendi-
ture plan to either a desighated State
planning or section 1122 agency.

My amendment will also raise the
threshold in the current 1122 legisla-
tion from $100,000 to $600,000—ex-
pected expenditures over $600,000 will
trigger the need for submission of the
capital expenditure plan. In addition,
section 1122C is amended to prevent

medicare funds from being used to pay

for any cost that the State may {ncur
from implementation of 1122, rather
the funds would be made available

- from the general revenues.

It is my feeling that these steps will
insure that the States can continue to
monitor the capital expenditures
planned for their communitiés, and it
is hoped the States will not approve
those that are unn

Mr. President, I ask unanimous con-
sent that the amendment be tempo-
rarily set aside with the other two
Quayle amendments.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

UP AMENDMENT NO. 113
(Purpose: To modify certain provisions re-
lating to the establishment of the Com-
mission of independent experts)

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

The PRESIDING OFFICER. The
clerk will report.

The assistant legislatlve clerk read
as follows:

The Senator from Montana (Mr. Baucus)

proposes an unprinted amendment num-
bered 113.

Mr, BAUCUS, Mr. President, I ask
unanimous consent that further read-
ing of the amendment Be dispensed
with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is 8s follows:

On page 137, line 1, strike out “, at least
every five years” and insert in lieu thereof
“from time to time, and at least every three
yemu

On page 137, line 6, strike out “adjust-
ments to be made” and insert in lieu thereof
“the need for adjustments”.

On page 142, line 18, strike out “Commis-
sion of independent experts,” and insert in
lieu thereof “Prospective Payment Assess-
ment Commission, composed of independent
experts”.

On page 142, line 17, strike out “to
review” and insert in lieu thereof a comma
and “which Commission, in addition to car-
rying ‘out its functions under subsection
(d)(4XD), shall review”.

On page 144, line 25, strike out “and” the
first place it appears.

On page 145, line 1, strike out the period
and.insert in lieu thereof a comma and “and
individuals having expertise in the research
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and development of technological and scien-
tific advances in health care.”.

On page 145, line 9, strike out “and”.

On page 145, line 10, strike out “il)” and
insert in lieu thereof “dv)”.

On. page 145, between lines 9 and 10,
insert the following new matter:

“(ii1) national organizations representing
manufacturers of health care products; and

On page 148, line 18, strike out “and”.

On page 148, line 19, strike out the period
a.nddlnsert in leu thereof a semicolon and
um ".

On page 148, between lines 19 and 20,
insert the following new matter:

“(iil) adopt procedures allowing any inter-
ested party to submit information with re-
spect to medical and surgical procedures
and services (including new practices, such
as the use of new technologies and treat-
ment modalities), which information the
Commission shall consider in making re-
ports and recommendations to the Secre-
tary and the Congress.

Mr, BAUCUS. Mr, President, this is
& technical amendment in !wt., not in
theory. It has been cleared all around.
It is a clean amendment.

Essentially, it establishes in the
medicare portions of the bill two
minor changes in that portion of the
bill which deals with the prospective
payment assessment commission. In
the bill, that commission is established
to make sure that the DRG’s and the
beneficiary payments are adequate,
neither excessive nor insufficient.

These two amendments are simple,
One is to make sure that the DRG’s
are reevaluated every 3 years instead
of every 8 years, and, second, to make
sure the commission can draw on
other groups'in its membership.

That is what it is. It is clear. I thank
the-chairman for letting me introduce
my amendment.

Mr. DOLE. Mr. President, I can state
in this case that the amendment has
been cleared. It is technical in nature.
I think it is an improvement. I am pre-
pared to accept the amendment. There
is no objection on the other side.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
‘ment.

The amendment (UP No. 113) was
agreed to.

Mr. DOLE. I move to reconsider the
vote by which the amendment was
agreed to.

Mr. BAUCUS. 1 move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENT NO. 114
(Purpo.e. To require appropriations with re-
to certain provisions of nectlons 143,
144 and 145)

‘Mr. HATFIELD. Mr. President, I
send an amendment to the desk on
behalf of Senator SrxNmNis of Missis-
sippi and myself and ask for its imme-
diate consideration.

The PRESIDING OFFICER. With-
out objection, the Quayle amendment
is l1aid aside.

The amendment of the Senator from
Oregon will be stated.
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The assistant legislative clerk read
as follows:
The Senator from Oregon (Mr. HATFIELD)

for himself and Mr. STENNIS, proposes an
unprinted amendmemnt numbered 114,

Mr. HATFIELD. Mr. President, I ask
unanimous consent that further read-
ing be dispensed with.

The PRESIDING OFFICER. With-
out objectionm, it is so ordered. *

The amendment is as follows:

On page 85, line 5, before the period insert
“, to the extent provided in advance in ap-
propriation Acts”.

On page 85, line 13, before the period
insert “, to the extent provided in advance
in appropriation Acts".

On page 85, lines 16 through 19, strike out
“There are hereby appropriated into such
Trust Funds such sums as may be hecessary
to reimburse such Trust Funds for the
amount of currently unnegotiated benefit
checks.”. .

On page 87, lines 4 and 5, strike out “of
the enactment of the Social Security
Amendments of 1983” and insert “on which
funds therefor are appropriated”.

On page 87, line 9, strikke out “not other-
wise appropriated” and insert “, to the
tht:nt provided in advance in appropriation

cts”.

Mr. HATFIELD. Mr. President, I
wish to call the attention of the distin-
guished chairman of the Committee
on Finance as well as other Members
of the Senate to three troublesome
provisions in the Finance Committee
bill. These sections are 143, 144, and
145. .

Section 143 of the committee bill ap-
propriates “such sums as may be nec-
essary” into-social security trust funds
to credit the amount of social security
checks drawn on the Treasury but
never negotiated. The committee
report indicates that this provision
would result in a aene-time appropri-
ation of about $800 million. Under
present law, such uncashed checks
benefit the Treasury, not the trust
funds. Further, the bill gives the Sec-
retary of the Treasury extremely
broad and vague authority to continue
to credit unnegotiated Treasury
checks to the trust funds. The commit-
tee report indicates this would be done
regularly.

Sections 144 and 145 provide lump
sum appropriations to credit the trust
funds with an amount equal to the an-
ticipated costs of military wage credits.
Reimbursement to the trust funds is
currently provided annually in the
general appropriation bill for the De-
partments of Labor, Health and
Human Services, Education, and Re-
lated Agencies. The committee provi-
sion does not change the formula for
calculating these credits, but rather
accelerates payment of anticipated
credits to the present, so that the
trust funds receive a one-time transfer
from general revenues estimated in
the committee report at $18.4 billion.

I ask the chairman of the committee
if he can inform us of the circum-
stances leading the committee to pro-
pose these extraordinary provisions.
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Mr.. DOLE. Mr. President, I thank
the distinguished chairman .of the
Committee on Appropriations.

The extraordinary circumstances are
simply the funding crisis facing the
social security system. As the Senator
knows, in 1981, the Congress permit-
ted interfund borrowing to enable con-
tinued payments from the Federal old
age and survivors insurance fund until
Congress could work out a more dura-
ble solution to the OASI problem. The
interfund borrowing authority expired
in December 1982. We still face a seri-
ous funding shortfall, and the commit-
tee has endeavored to find funds for
the system to prevent default in the
near term. Sections 143 through 145 of
our proposal would infuse the trust
funds with a total of about $19.2 bil-
lion, within 30 days of enactment of
the bill.

The system of annual appropriations
for the military wage credits has
worked well in the past, and will con-
tinue to be the vehicle for adjustments
to these credits However, the crisis
facing the system led the committee,
as well as the Bipartisan Social Secu-
rity Commission, to recommend a one-
time change in the existing system.

Regarding the crediting of uncashed
social security checks to the trust
funds, this has been a longstanding
anomaly in this system. Since the
checks are drawn from the trust
funds, it is only logical and proper
that the trust funds, not the general
fund of the Treasury benefit if the
checks are not negotiated.

Mr. HATFIELD. Mr. President, I
thank the chairman for his remarks. I
certainly support the chairman’s ef-
forts to insure the solvency of the
social security system. While I person-
ally oppose the direct appropriations
in sections 143, 144, and 145, and be-
lieve that a budget amendment for
these funds should be submitted by
the President for action by the Appro-
priations Committees, I understand
the importance of mmmediately assur-
ing our senior citimens that their bene-
fits are secure. Therefore, my amend-
ment does not touch section 145,
which will infuse the system with
$13.2 billian within 30 days of enact-
ment of this bill. Sections 143 and 144,
however, add another $6.6 billion to
the trust funds, and there is no reason
why these funds could not be provided
in the normal manner in my opinion. I
wonder if the Senator from Kansas
would respond to that observation.

Mr. DOLE. The Senator is correct.
With the almost immediate funds the
social security system will gain from
section 145, there will be no harm in
providing the funds made available by
sections 143 and 144 in the fiscal year
1983 supplemental appropriation bill.
Therefore, I have no objection to the
Senator’s amendment.

The Finance Cammittee believes
that the Congress should adhere to
the conventional authorization/appro-
priation process whenever possible,
Reluctantly, however, the urgency and
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high priority of the social security
crisis led the committee to recommend
the departure from the normal proce-
dure embodied in these sections.

I might say as an aside that I cer-
tainly understand, as chairman of a
major committee, the importance of
playing by the rules. I can assure the
distinguished chairman of the Appro-
priations Committee that we do not
intend to depart from the normal pro-
cedure. It was done in this instance
only because of the urgency of the
matter. I urge the adoption of the
amendment.

Mr. HATFIELD. I thank the Sena-
tor.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ment.

The amendment (UP No. 114) was
agreed to.

Mr. HATFIELD. Mr. President, I
move to reconsider the vote by which
the amendment was agreed to.

Mr. DOLE. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. HATFIELD. Mr. President, 1
shall yield to the Senator from Missis-
sippi if he has some comments.

Mr. STENNIS. I thank the Senator.

First, Mr. President, I want to com-
mend highly the Senator from
Oregon, the chairman of our Commit-
tee on Appropriations, for the scrupu-
lous and diligent way in which he fol-
lows through these special duties that
he has to keep the bill clean of legisla-
tion g.nd keep other bills in line, and
for maintaining that principle for the
Appropriations Committee.

I know this was all done in the
utmost good faith by the legislative
committee. Nevertheless, there just
has to be a standard and we have to
have someone who will follow it up
and see that that standard is main-
tained. This might be just ordinary
moving along and not important to
some, but this goes to the very heart
of the principles upon which we oper-
ate. I am very proud to see him, again
and again, maintain this balance of re-
quirements and get results.

I am delighted to support him in all
this endeavor and in the amendments,
each one of them.

I thank the Senator.

Mr. HATFIELD. I thank the Sena-
tor from Mississippi.

Mr. President, the Senator from Mis-
sissippi is a valuable member of our
committee and has certainly been stal-
wart in maintaining the integrity of
the appropriations process. I have
always appreciated his willingness to
do battle at times when it is necessary.

I would also like to call the attention
of the chairman of the Finance Com-
mittee to section 339 of H.R. 1900, as
passed ‘by the House of Representa-
tives. This provision establishes a joint
study panel on the Social Security Ad-
ministration (8SA) to determine
whether 8SA should become an inde-
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pendent agency. The panel is estab-
lshed under the direction of the Com-
mittee on Finance and the Committee
on Ways and Means, and reports di-
rectly to the two chairmen.

While I do not want to take a posi-
tion on whether such a study is
needed, I do oppose the establishment
of such a panel. The funding arrange-
ment for the panel is most irregular.
Section 339(bX5) of H.R. 1800 appro-
priates “such sums as the chairmen of
the Committee on Ways and Means of
the House of Representatives and the
Committee on Finance of the Senate
shall jointly certify to the Secreta.ry of
the Treasury as necessary.”

As the chairman knows, there are
long-standing procedures in both
Houses for expenditure of funds by
congressional committees. In the
Senate, these procedures include sub-
mission of an annual budget request
by committees to the Rules Commit-
tee, and eventual adoption of specific
funding levels for each committee by
the full Senate. These expenses are
then appropriated in an appropriation
bill for the legislative branch. I see no
reason to deviate from this procedure
to establish such a panel. If such a
study is essential, it can be funded
through the normal process.

‘The Committee on Finance has not
included a comparable provision in its
amendment, and I would like to ask
the chairman if ke shares my deep res-
ervations about this section.

Mr. DOLE. I do share the S8enator’s
reservation, and as he pointed out the
committee did not include a compara-
ble provision in its bill. The Senate
has adopted an amendment by the
Senatar from Pennsylvania (Mr.
HEinz) which calls for such a study
but without the lrregular funding ar-
rangements called for in H.R. 1900. I
certainly will work in the conference
to assure that the House provlsion iz

loguy because 1 think it is well to
maeke the record at this point so every-
one has a clear understanding of ex-
actly what we are doing and to take
the action before the fact so that if we
run into problems Iater, then at least
we will have done everything we can
to make the system work.

I congratulate the Senator from

cause I think he has brought to the
floor an important piece of legislation.
I did not raise these issues to harass

want to thank him for responding to
these issues.
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Mr. DOLE. If the Senator will yield,
I certainly appreciated, as did the Sen-
ator from Mississippi, the Senator
from Oregon raising these questions.
They are real questions that should be
dealt with and it is not the intent—as I
indicated in the statement—it is only
because of the extraordinary circum-
stances, but it should have been called
to our attention by the Semate Wi-
nance Committee. For that I apolo-
gize, but at least the Senator was alert
to it and we have made a record. We
do not intend to violate the comity be-
tween committees and we will contin-
ue to operate in that fashion.

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

'The PRESIDING OFFICER (Mr.
CocHRAN). The clerk will call the roll,

The legislative clerk proceeded to
call the roll.

Mr. DOLE. Mr. Preddent. I ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. With-
out objection, it is 50 ordered.

Mr. DOLE. Mr. President, it is my
understanding that we were going to
move on to the jobs bill, but I have
now learned that they are not quite
prepared to do that. There are a
number of a.mendments\ that we would
like to take up on the social security
package in the meantime. I know the
distinguished Senator from Michigan
has an amendment, the Senator from
Montana has two amendments, the
Senator from New Hampshire has an
amendment, the Senator from South
Dakota (Mr. Pressier) has an amend-
ment, the Senator from North Caroli-
na (Mr. HxiMs) has an amendment,
the Senator from Kansas will have an
amendment later, Senator Lowe has
two amendments. -

I hope that would just about take
care of most amendments. If there are
Members within earshot, we might be
able to squeeze in one more amend-
ment while we are working out the
final details on the jobe bill. It is still
our hope that we could forge ahead
this evening. It is still early. We would
live to go to conference tomorrow
afternoon on social security and bring
the package back tomorrow night and
finish up. That is probably not going
to happen.

lsunestt.henbmmeotsquomm

The PRESIDING OFFICER. The
clerk will call the roll.

The legislative elerk proceeded to
call the roll.

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

The PRESIDING OFFICER. With-
out objection, it is s0 ordered.

UP AMENDMENT NO. 118
(Purpose: To provide for the establishment
of individual retirement seeurity aocounts)

Mr. HELMS., Mr. President, I have
an unprinted amendment at the desk
which I call up.

The PRESIDING OFFICER. With-
out objection, the amendment of the
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Senator from Indiana will continue to
be set aside.

The amendment of the Senator from
North Carolina will be stated.

The legislative clerk read as follows:

The Senator from North Caroling (Mr.
Hrius) proposes an unprinted unendment
numbered 118.

Mr. HELMS. Mr. Presldent, I ask
unanimous consent that reading of the
amendment be dispensed with.

‘The PRESIDING OFPICER. With-
out ohjection, it 18 so0 ordered.

The amendment is as follows:

At the appropriate place in the bill, insert
the following new section:

8xc. . (aX1) Subpart A of part IV of sub-
chptaAdchapmlo!themtemnm
nue Code of 1954 (relating to credits aliow-
able against tax) is amended by inserting
after section 44G the following new section:
“SEC. MH. CONTRIBUTIONS 10 INDIVIDUAL KE-

TIREMENT SBCURITY ACCOUNT.

*(a) OxvErAL Ruiz.—In the case of an in-
dividual, there shall be allowed as a credit
against the tax imposed by this chapter for
the taxable year an amount equal to 20 per-
cent of the amounts contributed by the tax-
payer to an individual retirement security
account of the taxpayer during the taxable
year.

“(b) LrMrTaTION.—The amount of any con-
tributions taken into sccount under subsec-
tien (a) shall not exceed the amount of
taxes paid by the taxpayer to the Federal
Old Age and Survivors Insurance Trust
Fund under section 3101 for the taxable

. Year.

“(c) INDIVIDUAL RETIREMENT SECURITY AC-
couNT.—~For purposes of this section, “the
term ‘individual retirement security ac-
count’ shall have the given to such
term by section 130(¢cX1).”.

(2XA) Subsection (b) of section 6401 of

amended—
d)byd.ﬂklnzout “lnda(relatlncto
earned income credit),” and inserting in lieu
thereof ‘43 (relating to earned income
credit), and 44H (reiating to eontritbutions
to individual retirement security account),”,
and

(#) by striking out “39 and 48” and insert-
ing in lieu thereof “39, 43, and 44H”.

(B) Paragraph (2) of sectton 55(f) of sach
Code (defining regular tax) is amended by
striking out “39 and 43" and inserting in
lieu thereof “39, 43, and 44H",

3) In prescribing the forms by which any
individual Hable for any tax imposed by sub-
title A of the Internal Revenue Code of 1854
shall make a return for taxable years begin-
ning after December 31, 1983, the Secretary
of the Treasury shall ensure that any such
individual who is eligible for a credit under
section 44H of such Code may claim the
credit allowable under such section on any
such form.

{4) The table of sections for subpart A of
part IV of subchapter A of chapter 1 of such
Code is amended by inserting before the
:t:; relating to section 45 the following new
“Sec. 44H. Contributions to individual re-

tirement security account.”.

(8) The amendments made by this section
shell apply to taxable years beginning after
December 31, 1983,

(bX1) Part III of subchapter B of chapter
1 of the Internal Revenue Code of 1954 (re-
lating to items specifically excluded from
gross income) is amended by redesignating
section 130 as section 131 and by inserting
after section 139 the following new section:
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“SEC. 130. INCOME FROM INDIVIDUAL RETIREMENT
SECURITY ACCOUNT.

‘“¢a) IN GENERAL.—Gross income does not
include income which—

‘(1) accrues on amounts contributed to an
individual retirement security account, and

‘“(2XA) remains in such account until the
taxpayer attains age 62, or

“(B) is withdrawn from such account
before the taxpayer attains age 62 for the
purchase of life insurance, health insurance,
or disability insurance for the taxpayer.

“(b) AccoUNT EXEMPT FROM TAX.—Any in-
dividual retirement security account is
exempt from taxation under this subtitle.

“(¢c) DEFINITIONS.—For purposes of this
section—

‘(1) INDIVIDUAL RETIREMENT SECURITY AC-
coUNT.—The term ‘individual retirement se-
curity account’ means an account—

“(A) which is established by the taxpayer
with a qualified fiduciary;

“(B) which by written agreement or appli-
cable law provides that—

“(i) amounts may be withdrawn therefrom
before the taxpayer attains age 62 only for
the purposes specified in subsection
(a)(2XD), and

“(ii) the interest of the taxpayer in the
balance of his account is not forfeitable; and

“(C) to which the taxpayer makes contri-
butions, in order to ensure the taxpayer an
adequate retirement income upon attaining
age 62.

‘(2) Qualified fiduciary.—The term ‘quali-
fied fiduciary’ means a bank or other person
who demonstates to the satisfaction of the
Secretary that the manner in which he will
administer the account will be consistent
with the requirements of this section. An
account shall not be disqualified under this
paragraph merely because a person other
than the fiduciary so administering the ac-
count may be granted, in the instrument
creating the account, the power to control
the investment of the account funds either
by directing investments (including reinvest-
ments, disposals, and exchanges) or by dis-
approving proposed investments (including
reinvestments, disposals, and exchanges).”.

(2) The amendments made by this section
shall apply to taxable years beginning after
December 31, 1983.

(c) Section 215 of the Social Security Act
is amended by adding at the end thereof the
following new subsectidn:

“¢dX1) For purposes of determining old-
age and survivors insurance benefits based
upon the wages and self-employment
income of an individual with respect to
whom contributions are made to an individ-
ual security retirement account, such pri-
mary insurance amount shall be reduced by
an amount that bears the same ratio to such
‘primary insurance amount (as determined
without regard to this subsection) as the
IRSA offset amount determined with re-
spect to such individual bears to the present
value of the OASI annuity amount deter-
mined with respect to such individual.

“(2) For purposes of this subsection—

“(A) The term ‘individual retirement secu-
rity account’ shall have the meaning given
to such term in section 130(cX1) of the In-
ternal Revenue Code of 1954.

‘“B) The term °‘IRSA offset amount’
means, with respect to an individual de-
scribed in paragraph (1), an amount equal
to the sum of amounts—

“) contributed by such individual to the
individual retirement security account es-
tablished with respect to such individual,
and

“(ii) taken into account for purposes of de-
terming a credit allowed to such individual
under section 44H of the Internal Revenue
Code of 1954,

(compounded, for the period beginning with
the date on which the return in which such
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credit was claimed was required to be filed
and ending with the date on which such in-
dividual retires, by the social security yield
rate determined with respect to such indi-
vidual); :

‘“¢(CX1) The term ‘present value of OAST
benefit annuity amount’ means an amount
that would, if invested at a rate of interest
equal to the rate of interest payable on
United States Treasury bills at the begin-
ning of the period of entitlement deter-
mined with respect to the wages and self-
employment income of an individual, pro-
duced by the end of such period of entitle-
ment, an amount equal to the amount of
benefits which would be payable under sec-
tion 202 on the basis of such wages and self-
employment income (but for the application
of paragraph (1)) for such period of entitle-
ment.

“(li) In determining the amount of bene-
fits which would be payable for the period
of entitlement determined with respect to
the wages and self-employment income of
an individual, the rate of the cost-of-living
increase under subsection (i) for the cost-of-
living computation quarter immediately pre-
ceding the beginning of such period of enti-
tlement shall be assumed to apply to each
base quarter in such period of entitlement.

‘(D) The term ‘period of entitlement’
means, with respect to the wages and self-
employment income of an individual de-
scribed in paragraph (1), the pexiod begin-

* ning with the date on which such individual

retires and ending with the date on which
such individual would attain the expecta-
tion of life (determined in accordance with
the official life table and in accordance with
the applicable provisions of this Act as in
effect on the first day of such period).

‘(E) The term ‘social security yield rate’
means, with respect to an individual de-
scribed in paragraph (1), the rate of yield
that, if earned on the OAST tax amount de-
termined with respect to such individual, for
the period beginning with the date on which
such taxes were paid and ending with the
date on which such individual retires, would
produce an amount equal to the present
value of the OASI benefit annuity amount
determined with respect to such individual.

‘“(F) The term ‘OASI tax amount’ means
with respect to an individual described in
paragraph (1), the amount of taxes paid to
the Federal Old-Age and Survivors Insur-
ance Trust Fund with respect to such indi-
vidual under sections 3101(a), 3111(a), and
1401(a) of the Internal Revenue Code of
1954 during the 80 highest quarters of cov-
erage for such individual.

“(G) The term ‘cost-of-living computation
quarter’ shall have the meaning given to
such term in subsection (i)(1X(B).

“(H) The term ‘base quarter’ shall have
the meaning given to such term in subsec-
tion (1)(1X(A). .

‘(1) The term ‘quarter of coverage’ shall
have the meaning given to such term in sub-
section 213(aX2).

‘“(J) The term ‘official life table’ means
the life table for total persons in the United
States that is prepared decennially by the
National Center for Health Statistics for
the 3-year period centering around the year
of the decennial population census.”.

Mr. HELMS. Mr. President, at the
outset, let me pay my genuine respects
to the distinguished Senator from
Kansas, the chairman of the Finance
Committee, and the members of the
committee for the long and arduous
work they have done in connection
with this piece of legislation.

In particular, Senator DoLE, while
carrying an enormous load in other
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legislative matters, has devoted an un-
believable amount of time to this bill,
which is about to be concluded to-
night.

Senator DoLE has said many times
that the bill now beforé the Senate is
not satisfactory to everybody. I hope I
may be able to make a suggestion that
will offer material improvement, par-
ticularly regarding the young people
just entering the work force but im-
portant for all citizens participating in
social security.

Mr. President, millions of Americans
have waited patiently for Congress to
come up with a plan to rescue social
security., They watched as a 15-
member, blue ribbon commission stud-
ied social security’s funding problems
and then-offered a solution that fell
pitifully short of its mark. While the
panel’s plan might or might not have
bridged the $200 billion short-term
deficit, it provided little relief *for
social security’s whopping $2 trillion
long-range debt.

Then Americans looked on as Mem-
bers of Congress debated solutions to
the system’s long-term funding crisis.
Members of the House recommended
we solve the problem by making work-
ing men and women stay in the work
force beyond the present retirement
age. Still others suggested we reduce
future benefits to our senior citizens
or enact standby tax increases jn
excess of those contained in the bill
before us now.

Mr. President, these patchwork ef-
forts just will not work. Fundamental
problems with social security remain
unsolved. They cannot be patched. We
will be deceiving ourselves—and the
American people—if we do not face up
to the seriousness of the social secu-
rity crisis and offer something better
than the reform bill now before us.

Population - growth patterns show
that fewer than two workers will be
supporting each retired person early
in the next century. Is there any
wonder so0 many Americans have so
little confidence in social security? A
recent Washington Post-ABC News
poll revealed that 66 percent of work-
ers under 45—and 70 percent of those
under 30-—believe social security will
not even exist when they retire.

I, for one, believe Americans deserve
more than the present bankrupt re-
tirement system, which is subject to
the whims of politicians. That is pre-
cisely why I am offering this amend-
ment—to provide working men and
women a supplement to the present
system. It would establish a new kind
of private savings plan which I call an
individual retirement security account
(IRSA). Unlike social security, which
is not really a retirement insurance
and savings program at all, these new
accounts would allow each working
American to save and invest for his or
her own retirement security. For the
first time ever, there would actually be
a trust fund.
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Mr. President, I propose these ac-
counts be set up in banks, savings and
loans, and other lending institutions
approved under the Treasury reguls-
tions. The capital pool created in the
private sector by these accounts would
provide an enormous stimulus to our
economy. These IRSA’s would encour-
age savings and investiment, create
jobs, help lower interest rates, and in
the process restore strength and vital-
ity to our economy.

Some Senators perhaps are thinking
that TRSA accounts sound quite a bit
like the present IRA accounts. Well,
they are very similar. There are some
important differences, however. In-
stead of the income tax deductions al-
lowed individuals who set up IRA's,
my amendment provides a tax credit
to encourage IR8A’s. The tax credit
would equal 20 pereent of the amount
an indévidual invests in an IRSA, sub-
ject to a limit of 20 percent of the indi-
vidual’s payroll tax liability for that

year.

There would be no limit on the
amount that could be deposited in
IRSA's. Interest, dividends, and capi-
tal gaing accumulated in the IRSA’s
would be tax exempt, and annuities
and withdrawals from it upon retire-
ment anytime after age 62 would be
tax free. Funds held in an IRSA ac-
count could be used tax free by a
worker before age 62 to acquire life in-

surance, health insurance, or dizability.

insurance. The individual could par-

ticipate with his fiduciary in managing
the IRSA as & fully funded individual
retirement program.

Mr. President, I ask unanimous con-
sent that a table be printed in the
RECORD at this point.

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

ESTIMATED [RSA PARTICIPATION AND INVESTMENT

[Dokiar amounts ia bitlions)
- Paticpation
Year rate in

. WA investad
1984 001 894
1985 03 3072
1986, 01 1.802
1987 ] 12050
1988 13 16.926
1989 6 2432
1990 19 31.037
1991 24 42.288
1992 30 §7.000
1993 38 71.900
Total 271401

Mr. HELMS. Mr. President, the pre-
ceding table reflects the huge amounts
of money that will be invested in the
private sector at various rates of IRSA
participation.

For example, let us assume that 1
percent of social security participants
set up IRSA accounts in 1984; $894
million would be left in the economy
for the creation of jobs and so forth.

If you will look down the table, 10
percent participation in 1987 would
result in $12 billion left in the private
sector, Go all the way down to 1993
and the total amount of money with
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38 percent of the work force partici-
pating would be $271,401 million in-
vested in the private sectar.

For those who do not have a calcula-
tar handy the total amount invested
over the next decade would be in
excess of $271 billion, which is one
whale of a lot of money.

WMr. President, sooner or later, apla.n
such as the one I am proposing Is
going to be made mandatory in this
country because as fewer and fewer
workers support more and more retir-
ees the system we now have wil
simply fold under the financial strain.

My plan, however, is completely vol-
untary, and 1 simply want to offer
these IRSA’s to the working men and
women of this country as a supple-
ment to social security.

Let me emphasive they certainly are
not mandatory and more importantly
they do not take one permy away from
the paryoll taxes so vital to the pres-
ent beneficiaries.

Mr. DOLE. Mr. President, as I have
indicated earlier, and I cannot remem-
ber which day—we have beea on this
bill sort of off and on—the distin-
guished Senator from North Carolina,
Senator HrrLus, was kind enough to
come before our committee and dis-
cuss what I consider to be a very inno-
vative idea and then he discussed it
later in the Chamber when he offered
his proposal, and now this is the so-
called IRSA part of his total package.
As the Senator pointed out earlier
about 11 of the 20 provisions in the
Senator’'s bill have now become a part
of the package before the Senate. So
there is more than 50 percent of what
the Senator was trying to achieve in
the package. The ERISA concept
would provide some additional capital
for the private sector. There is some
question as to how many people will
contribute to an IRSA if it will reduce
their social security benefits.

As I understand the statement just
made by the Senator from North
Carolina it is lntended to be supple-
mental.

Mr. HELMS. That is correct.

Mr., DOLE. Whether or not that
would have any reduction the Senator
from Kansas is not certain from a cur-
sory reading of the amendment.

The problem that concerns the Sen-
ator from Kansas is whether or not
there is any revenue impact, and we
have not had an opportunity with the

joint committee to make any revenue -

estimates., Maybe the Senator from
North Carolina has some estimate..

Mr. HELMS, I do. If the Senator will
yield, I perhaps moved too rapidly in
putting too much in the Recorp, but it
depends on how you look at it. -

I choose to look at it from the stand-
point of what this will generate in the
private sector of our economy.

To answer the Senator’s question,
for fiscal 1984 it would cost $179 mil-
lion. That is assuming 1-percent par-
ticipation.

Mr. DOLE. That would be a credit,
as I understand, against taxes, so it
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would be a loss to general revenues, if
there is 1-percent participation. If par-
ticipation were higher, say, the loss
would be greater, but on the other
hand the benefitts that might offset a
greater portion of that 1oss.

Mr. HELMS. Yes.

Mr. DOLE. Again, I do not know
how far the Senator from North Caro-
lina wishes to press the amendment.

"would hope that he would permit us to
-cantinue to explore the possibility. It

makes a great deal of sense, and the
Senator from Idaho, I might add, has
somewhat similar provisions that he
has discussed and what we have done
in that case, which we can also do in
this case if it would satisty the Sena-
tor from Narth Carolina, is to ask the
Treasury Department and the Social
Security Administration to take a look
at this new concept and give us some
definitive response within 6 to 9
months to determine whether or not
this might be a good supplemental
program because, as pointed out by
the Senator befare our committee and
again in the Chamber tonight, this
will provide opportunities not now
available to those who wm be retiring
down the road.

I do not know whether the Senator
wishes to have a vote on the amend-
ment tonight or whether we can ac-
commodate him in some other way.

Mr. HELMS. I want to work with

-the Senator from Kansas in any possi-

ble way.

Let me just say for the Recornp that
whereas our calculations are that it
will cost $179 million in 1984 with that
1-percent-assumed participation, the
total of $894 million left in the private
sector would, I think, more than offset
that in terms of generating jobs.

Mr. DOLE. Mr. President, if the Sen-
ator will yleld, I think the strength of
the idea is that it would cause people
totakemoreofanlntaarestintheir
own retirement.

Mr. HELMS. The Semator is correct.

Mr. DOLE. I assume that more re-
sponsibility and more concern are
probably the underlying bases for the
amendment.

Again, I am not prepared to accept
the amendment. I am oertainly willing
to work with the distinguished Sena-
tor from North Carolina. It is a good
idea. If we could have some time I am
willing to request the Treasury and
any other appropriaté agency to take
a8 look at title I of the Senator’s
amendment and to give us some re-
sponse as far as costs, what they think
what percent of people might use it,
what the impact might be on retire-
ment, might be on individuals, and
how it mixes with the private pension
plans as well as the social security pro-
gram and any other thing that the
Senator thinks we might want to in-
clude in that request, and we are cer-
tainly most willing to do that.

Mr. HELMS. I think that is a good
idea and I express my appreciation to
the Senator from Kansas.
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Let me make this suggestion: that
his staff, and mine, and perhaps the
staff of Senator Symms, because he is
also interested in it, consider the pro-
duction of a package of a number of
things and submit them to the Sena-
tor. Then he can proceed with the
Treasury Department. We can elimi-
nate what is not workable, and pick it
up from there. With that understand-
ing, I would see no point in having a
rollcall. I would rather work with the
Senator because I know of his interest
in trying to free this incentive for a
private retirement system.

Mr. DOLE. I might say to the Sena-
tor there is a great deal of interest in
our committee and pretty widespread
in the Senate on both sides of the aisle
in trying to beef up the IRA program,
and this is another aspect you might
consider. Our problem is where we
find the revenue to. offset the loss if
we do that. But the Senator from
Kansas is willing to do whatever he
can because it is a good idea and it
should be explored.

Mr. HELMS. All right.

Mr. DOLE. And it will be explored.

Mr. HELMS. Mr. President, I thank
the Senator from Kansas. He is always
thoughtful and always helpful, and I
think we might be onto something, as
the saying goes. Let us work in that di-
réction.

With that in mind and with that un-
derstanding, 1 withdraw the amend-
ment.

The PRESIDING OFFICER. The
amendment is withdrawn.

Mr. DOLE. I thank the Senator
from North Carolina.

UP AMENDMENT NO. 116
(Purpose: To index the base amount for the
taxation of social security benefits)

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

The PRESIDING OFFICER. With-
out objection, the amendment offered
by the Senator from Indiana is tempo-
rarily set aside. The clerk will report.

The bill clerk read as follows:

The Senator from New Hampshire (Mr.
HUMPHREY) proposes an unprinted amend-
ment numbered 116.

Mr. HUMPHREY. I ask unanimous
consent that further reading of the
amendment be dispensed with.

The PRESIDING OFFICER. With-
out objection, it is so ordered.

The amendment is as follows:

On page 59, strike out lines 4 through 14,
and insert in lieu thereof the following:

*(c) BASE AMOUNT.—For purposes of this
section— .

“(1) IN GENERAL.—The term ‘base amount’

means—
“(A) except as otherwise provided in this
paragraph, $25,000,
“(B) $32,000, in the case of a joint return,
and
“(C) zero, in the case of a taxpayer who—
‘(1) is married at the close of the taxable
year (within the meaning of section 143) but
does not file a joint return for such year,
and .
“(i1) does not live apart from his spouse at
all times during the taxable year.
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“(2) INDEXING ADJUSTMENT.—

“(A) IN GENERAL.—The base amount which
applies for any calendar year beginning
after December 31, 1984, shall be the
amount determined under paragraph (1),
adjusted by the appropriate index factor for
such year.

‘“¢B) INDEX racTorR.—For purposes of sub-
paragraph (A), the index adjustment factor
for any calendar year shall be equal to the
wage adjustment for such year.

“(C) WAGE ADJUSTMENT DEFINED.—For pur-
poses of this paragraph, the ‘wage adjust-
ment’ for any calendar year is the percent-
age (if any) by which—

“(i) the average of the total wages for the
preceding calendar year, exceeds

“(ii) such average for 1983.

‘(D) DETERMINATION OF AVERAGE OF TOTAL
wAGes.—For purposes of subparagraph (C),
the average of the total wages for any calen-
dar year shall be the average determined—

“(i) for the 12-month period ending on
September 30 of such calendar year, and

“(ii) ih the same manner as such average
is determined for purposes of section
215(bX(3)(AX)il) of the Social Security Act.”.

Mr. HUMPHREY. Mr. President, as
my colleagues know, the social secu-
rity bill before the Senate contains a
provision taxing social security bene-
fits. The Finance Committee has con-
structed a system of thresholds above
which beneficiaries will find their
social security benefits, half of the
benefits, subject to taxation. Those
thresholds chosen by the Finance
Committee are $25,000 for a single
taxpayer or $32,000 on a joint return.

Completely divorced from the issue
of the equity of taxing social security
benefits is the matter of the thresh-
olds themselves. This Senator has seri-
ous doubts at these relatively low
levels of $25,000 to $32,000 that they
represent an equitable threshold but
even apart from that contention, Mr.
President, I know a good number of
my colleagues share the concern that
because these thresholds are not in-
dexed to inflation, in the language of
the bill, that over a period of years, as
inflation occurs, as undoubtedly it will,
although we hope very much it will be
at negligible levels, social security re-
cipients and more and more recipients
will be boosted above the thresholds
and find their social security benefits
subject to this taxation.

Mr. President, I have constructed a
table which I have distributed to my
colleagues showing the effect of infla-
tion on the thresholds. This table

‘makes a very modest assumption that

inflation will average 4 percent per
year over the next 10 years. I think we
will count ourselves lucky if inflation
remains that low over that span of
time. But just basing it on the conserv-
ative projection of inflation at 4 per-
cent per year, the $25,000 threshold
for single taxpayers is reduced to
$16,892 over a 10-year period. That is
expressed in 1984 dollars. So it will go
from $25,000 to $16,892 expressed in
1984 dollars, and the $32,000 joint
income go—joint return threshold will
be reduced in value—to $21,622 in 1984
dollars.

This is a very substantial erosion ob-
viously of the value of the threshold,
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and the upshot will be, of course, that
many, many more social security
beneficiaries will find their benefits
taxed than anticipated by the Finance
Committee.

We see the social security equivalent -
of bracket creep at work in.the chart
which I have constructed.

I know the Finance Committee will
object to the amendment on the
grounds that it would cost the Treas-
ury some billions of dollars, I believe
the figure the committee cites is about
$4 billion if the Senate adopts the
Humphrey amendment to index these
thresholds.

I suggest to my colleagues that
whether the figure of lost revenue is
$4 billion or some other figure, higher
or lower, those are ill-gotten dollars
because they will be gained through,
you might say, bracket creep in the
social security system.

There are many who consider the
taxation that occurs through raising
of taxes, that occurs through bracket
creep, to be a dishonest form of raising
taxes and ‘many say if Congress wants
to raise greater tax revenues, it ought
to have the courage to increase tax
rates or tax increases directly and not
permit bracket creep to work secretly,
silently, and viciously. That is a great
argument and that is why the Con-
gress adopted indexation of the tax
rates, IRS tax rates, for 1985, and that
is why the President, including many
others, including the chairman of the
Finance Committee, I believe, are com-
mitted absolutely to retaining tax in-
dexation as part of the President’s tax
package. -

I wholeheartedly support them in
that, and it is only fair to agree if we
want to raise taxes we ought to have
the courage to do it up front and in a
straightforward fashion.

Likewise we should not seek to raise
taxes through taxation of the social
security benefits through the means
of bracket creep and that is precisely
what will occur if the Senate does not
by some means or other index the tax
on social security benefits. That is
what the Senator from New Hamp-
shire wants to do is to index the
amounts so they will retain the value
assigned to them by the Finance Com-
mittee in 1983.

Without indexation, as I have point-
ed out, the value of this threshold will
steadily decline and more and more
taxpayers of modest means, not well-
to-do by any stretch of the imagina-
tion, but more and more taxpayers of
modest means, will find their social se-
curity benefits subject to taxation.

Mr. President, I believe the amend-
ment speaks for itself. It is simple, it is
clear, it is a matter of fairness and
equity, and a matter of doing things
up front and straightforwardly, and I
would urge my colleagues to adopt the
amendment, and I will ask for the yeas
and nays at this point, Mr. President.
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The PRESIDING OFFICER. Is
there a sufficient second? There is a
sufficient second.

The yeas and nays were ordered.

. HUMPHREY. I will relinquish
the floor at this point, Mr. President.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I want to
thank the Senator from New Hamp-
shire for bringing up this amendment.
I just hope it does not pass. I know
precisely what the amendment does. It
is something we considered in the
Commission, but as with all these

- other great ideas floating around, they
cost a great deal of money. This one
costs about $6 billion between now and
1989 and I understand about $4.2 bil-
lion every year thereafter.

Mr. HUMPHREY. Will the Senator
from Kansas yleld for a question at
that point?

Mr. DOLE., Yes.

Mr. HUMPHREY. Let me back up.
Is it not correct that the Senator from
Kansas, along with the President, sup-
ports retaining indexation of the IRS
tax brackets?

Mr, DOLE. Yes; I view that a little
differently. Yes; I strongly support in-
dexing.

Mr. HUMPHREY. Yes; I am glad to
hea.r tha.t and I find my understanding
reconfirmed.

Does not the Senator from Kansas
agree that any—the Senator from
Kansas ocontends this amendment will
result in a loss of revenue but is that
revenue to be lost, is that not fll-
gotten revenue in that it results from
bracket creep with respect to these
thresholds?

Mr. DOLE. You mean we lose reve-
nue?

Mr. HUMPHREY. Yes; the commit-
tee contends in its opposition to this
amendment that we will lose some bil-

lions of dollars in revenue -and I do not -

count that is so, that revenue lost is
ill-gotten revenue because it is derived
from the bracket creep.

Mr, DOLE. Let me say to the Sena-
tor from New Hampshire so far as in-
dexing the Tax Code the Senator from
Kansas and the Senator from Colora-
do and the Senator from New Hamp-
shire, and I hope the majority of the
Senate, will do all we can to retain in-
dexing starting in 1985. But again I do
not see that as parallel to this.

Second, if, in fact we find that infla-
tion is based on the Senator’s “Dear
Colleague” letter, and I do not quarrel
with that, if it moves that quickly, we
can adjust the threshold for inflation,
and we can do it without risk to the
trust funds.

Agaln,ltisamatterwediscmsed.lt
is not a matter we did not think of in
the Commission. In fact, as I recall,
- maybe the Senator from Kansas
raised it in the Commission hearings,
and other Senators did also. So when
we got all finished up and added up
how much revenue we were going to
have between now and 1999 and how
much we were going to need, we did

CONGRESSIONAL RECORD — SENATE

not have any more room. And whether
it is $6 billion in the next 5 years and
then $4.2 billion a year, I think it is &
matter of some concern.

That does not suggest if we have
more money in the trust fund we
could not index the thresholds. Very
honestly, there are some, this Senator
not included, who believe there should
not be any thresholds, that you should
tax the benefits period. That is not
the view of the Senator from Kansas.

. 80 again I am sympathetic with the
a.mendment. But if we index the
threshold we will have to make payroll
taxes or cut benefits to make up the
difference. So I think we have a
choice. If we want to index the thresh-
old, which is probably maybe a good
idea down the road, but I do not be-
lieve it is a good idea now, then we
have to be prepared.

I hope the Senator would be willing
to offer another amendment which

' would either raise taxes or cut benefits

to pay for it, because we really are in a
tight bind.

I do not quarrel with the Senator
from New Hampshire. I think it is a
great idea—do not misunderstand me—
but we are just not prepared to do
anything about it because we are out
of money. * -

Mr. HUMPHREY. If the Senator
would yield, of course he is aware, in
the event the trust fund falls below a
certain floor, that a mechanism comes
into play that will reduce COLA’s cost-
of-living allowances, for beneficiaries
while holding safe lower income, that
is social security benefits with a lower
range of values. So it is not absolutely
correct to say that passage of this
amendment is going to result in some
kind of crisis because that COLA
mechanism will come into play.

Mr. DOLE. I say to the Senator, he
is correct. But I would also say when
we adopted these fafl-safe provisions,
we were under the impression in our
committee there would not be index-
ing of the threshold. Had we provided
indexing of the threshold, we might
have provided another fail-safe mecha-
nism. The fact that we index the rate
structure does not mean that we index
gf:dry fixed dollar amount in the Tax

e

I know the Senator wants a vote on
this amendment. I hope we can per-
suade him not to have a vote. He is
certainly entitled to a vote. It is an
idea that deserves consideration and 1
appreciate the Senator offering it. I
only wish we could accept it.

Mr. HUMPHREY. Mr. President, to
conclude, briefly, let me state that I
am perfectly willing to stack the vote
or to handle it in whatever way it is
convenient to my colleagues.

-1 find myself, unfortunately, in dis-
agreement with the Senator from
Kansas. Any revenue loss attributed to
this amendment would be revenue dis-
honestly gained in the view of this
Senator because it will result from
bracket creep. It will result from more
and more taxpayers of modest income
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{{:;dlnged‘ their social security benefits
As 1 pointed out, my table shows
that with a 4-percent rate of inflation,
which is modest, the $25,000 threshold
would fall in value to $16,892 over 10
years, expressed in 1984 dollars; the
$32,000 threshold will fall to $21,622.
So more people will find their benefits
taxed. Tax revenues will rise, of
course, because of that, but those will
be ill-gotten gains and not straightfor-
wardly secured type of revenues. So it
is a simple matter of equity, especially
in light of the taxation of IRS tax
brackets which should apply the same
mechanism to these thresholds.

‘Mr. President, if the leadership
wishes, I would be happy to stack the
vote.

Mr., BAKER. Mr. President, if the
Senator would yield to me, I think we
are ready to vote. I believe that after
this vote we will indeed be ready to go
to the jobs conference report.

So if the S8enator from New Hamp-
shire wishes to vote, I have no objec-
tion to doing it at this time. I appreci-
ate his offer, however.

The PRESIDING OFFICER. Is
there further debate on the amend-
ment? .

If not, the question is on agreeing to
the amendment of the Senator from
New Hampshire (Mr, HuMPHREY), The
yeas and nays have been ordered, and
the clerk will call the roll. .

The bill clerk calléd the roll.

Mr. STEVENS. I announce that the
Senator from Alabama (Mr. DENTON),
the Senator from Arizona (Mr. GoLp-
waTER), and the Senator from Illinois
(Mr. PErcY) are necessarily absent.

I further announce that, if present
and voting, the S8enator from Alabama
(Mr. DxxnTON) Would vote “nay.”

Mr. BYRD. I announce that the
Senator from California (Mr, CRAN-
STON) is necessarily absent.

The PRESIDING OFFICER. Are
there any other Senators in the Cham-
ber wishing to vote?.

The result was announced—yeas 22,
nays 74, as follows:

[Rollcall Vote No. 438 Leg.]
YEAS--12
Abdnor Garn Nickles
Armstrong Hatch Roth
Biden Hawkins Rudman
Boachwits Heflin Symms
Bradley Helms Trible
D'Amato Humphrey Wilson
East McClure
NAYS-.-'K

Andrews Dole ' Jackson
Baker Domenici Jepsen
Baucus Durenberger Johnston
Bentsen Eagleton Kassebaum
Bingaman Exon Kasten
Boren Ford Kennedy
Bumpers Glenn Lautenberg
Burdick Gorton Laxalt
Byrd Grassley Leahy
Chafee Hart Levin
Chiles Hatfield Long
Cochran Hecht Lugar
Cohen Heins Mathias
Danforth H Ma
Dixon Huddieston Melcher
Dodd Metzenbaum
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Mitchell Quayle Stevens
Moynihan Randolph Thurmond
Murkowski Riegle Tower
Nunn Sarbanes Tsongas
Packwood Sasser Wallop
Pell Simpson Warner
Pressler Specter Weicker
Proxmire Stafford Zorinsky
Pryor Stennis

NOT VOTING—4
Cranston Goldwater
Denton Percy

So Mr. HUMPHREY’S amendment (UP
No. 116) was rejected.

Mr. DOLE. Mr. President, I move to
reconsider the vote.

Mr. MOYNIHAN. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

UP AMENDMENTS NOS. 110 AND 112

The PRESIDING OFFICER. The
Senator frem Indiana.

Mr. QUAYLE. Mr. President, under
a unanimous-consent agreement, there
are three Quayle amendments that
have been temporarily laid aside pend-
ing the return of the Senator from
Louisiana to try to get his agreement.
He has returned. We have an agree-
ment on two of the three amend-
ments. I ask unanimous consent that
the first and third Quayle amend-
ments, one dealing with IRA and one
dealing with section 1122, be consid-
ered en bloc.

The PRESIDING OFFICER (Mr
JEPSEN). Is there objection?

Mr. DOLE. Mr. President, as I un-
derstand, that is the IRA amendment
and the medicare amendment.

Mr. QUAYLE. The Senator is cor-
rect.

The PRESIDING OFFICER. Is
there objection?

Without objection it is so ordered.

Mr. QUAYLE. I move adoption of
the amendments en bloc.

The PRESIDING OFFICER. The
question is on agreeing to the amend-
ments en bloe.

The amendments (UP No. 110 and
UP No. 112) were agreed to en bloc.

Mr. QUAYLE. I move to reconsider
the vote by which the amendments
were agreed to en bloe.

Mr. BAKER. I move to lay that
motion on the table.

The motion to lay on the table was
agreed to.

Mr. BAKER. Mr. President, I yield
to the distinguished Senator from
Kansas.

Mr. DOLE. Mr. President, there
have been some questions by Senators
on the two amendments adopted.
They were discussed earlier. They
were laid aside temporarily so they
could be checked with the distin-
guished Senator from Louisiana. He
had the conversation with the distin-
guished Senator from India.na and two
of the three were cleared. There is still
one pending.

Mr. President, I ask unanimous con-
sent to have the following materials
printed in the RECORD: A list of mem-
bers of the National Commission on
Social Security Reform and a brief
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statement of their past accomplish-
ments, a brief summary of the activi-
ties of the Commission, a supplemen-
tary statement on the long-range fi-
nancing of the social security program
which was made jointly by eight other
members of the Commission and this
Senator, the supplemental views of
this Senator and Congressman CONA-
BLE, and a list of the staff members of
the Commission.

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

APPOINTED BY THE PRESIDENT

Alan Greenspan, Chalrman—Chairman
and President, Townsend-Greenspan and
Company, New York, NY. Dr. Greenspan is
& distinguished economist and a former
Chairman of the Council of Economic Ad-
visers (under President Ford).

Robert A. Beck—Chairman of the Board
and Chief Executive Officer, Prudential In-
surance Company of America, Newark, NJ.
(the largest insurance company in the coun-
try). Mr. Beck has played an important role
in developing the position on the Social Se-
curity program of the Business Roundtable
and other important business groups.

Mary Falvey Fuller—Management Consul-
tant, 8an Francisco, CA. (Ms. Fuller was a
member of the 1978 Advisory Council on
Social Security).

Alexander B. Trowbridge—President, Na-
tional Association of Manufacturers, Wash-
ington, DC. Mr. Trowbridge was Secretary
of Commerce under President Johnson.

Joe D. Waggonner, Jr.—Consultant, Bos-
sier Bank and Trust Company, Bossier City,
LA. Mr. Waggonner was a Member of Con-
gress from Louisiana in the 87th to 95th
Cangresses and was active in Social Security
legislation, as a member of the Commlttee
on Ways and Means.

APPOINTED BY THE MAJORITY LEADER OF THE
SENATE, IN CONSULTATION WITH MINORITY
LEADER
William Armstrong—Senator from Colora-

do and Chairman of the Subcommittee on

Social Security, Committee on Pinance.
Robert Dole—S8enator from Kansas and

Chairman of the Committee on Finance.
John Heinz—Senator from Pennsylvania

and Chairman of the Special Committee on

Aging and a member of the Committee on

Finance.

Lane Kirkland—President, American Fed-
eration of Labor-Congress of Industrial Or-
ganizations. Mr. Kirkland has, for many
years played an active role in the develop-
ment of Labor’s position on Social Security.

Daniel Patrick’ Moynihan—Senator from
New York and Ranking Minority Member of
the Subcommittee on Social Security, Com-
mittee on Finance.

APPOINTED BY THE SPEAKER OF THE HOUSE OF
REPRESENTATIVES, IN CONSULTATION WITH
THE MINORITY LEADER

William Archer—Representative from
Texas and Ranking Minority Member of the
Subcommittee on Social Security, Commit-
tee on Ways and Means.

Robert M. Ball-Visiting Scholar, Center
for the Study of Social Policy, Washington,
DC. Mr. Ball was Commissioner of Social
Security in 1962-73 and held various posi-
tions with the Social Security Administra-
tion during the preceding 25 years.

Barber Conable—Representative from
New York and Ranking Minority Member of
the Committee on Ways and Means.

Martha E. Keys—Director of Educational
Programs, The Association of Former Mem-
bers of Congress, Washington, D.C. Ms.
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Keys was a Member of Congress from
Kansas, in the 94th and 95th Congresses
and, as 'a Member of the Committee on
Ways and Means, was active in Soclal Secu-
rity legislation. Assistant Secretary of
Health and Human Services, 1980-81.

Claude D. Pepper—Representative from
Florida and currently of the
Committee on Rules. Previously, he was
Chairman of the House Select Committee
on Aging and formerly was a Senator from
Florida,

SUMMARY OF ACTIVITIES OF COMMISSION

On December 186, 1981, President Reagan
promulgated Executive Order 12335, which
established the National Commission on
Social Security Reform. The National Com-
mission was created as a result of the con-
tinuing deterioration of the financial posi-
tion of the Old-Age and Survivors Insurance
Trust Fund, the inability of the President
and the Congress to agree to a solution, and
the concern about eroding public confidence
in the Social Security system.

The Executive Order provided that the
National Commission should:

“. . . review relevant analyses of the cur-
rent and long-term financial condition of
the Bocial Security trust funds; identify
problems that may threaten the long-term
solvency of such funds; analyze potential so-
lutions to such problems that will both
assure the financial integrity of the Social
8Security System and the provision of appro-
priate benefits; and provide appropriate rec-
ommendations to the Secretary of Health
and Human Services, the President, and the
Congress.”

In carrying out its mandate, the National
Commission met ten times, on approximate-
1y a monthly basis. Because of the brevity of
the time in which to complete its work, the
National Commission held no public hear-
ings. However, it reviewed the results of the
arings, studies, and reports of other
public bodies, including Congress, the 1979
Advisory Council on Social Security, and
the 1981 National Commission on Soeial Se-
curity. The National Commission on Social
Security Reform sought the advice of a
number of experts and thoroughly exam-
ined a wide variety of alternative ap-
proaches.

The Commission agreed that there was a
financing problem for the Old-Age, Survi-
vors, and Disability Insurance program for
both .the short run, 1983-89 (as measured
using pessimistic economie assumptions)
and the long range, 1983-2066 (as measured
by an intermediate cost estimate) and that
action should be taken to strengthen the fi-
nancial status of the program. The Commis-
sion recognized that, under the intermedi-
ate cost estimate, the financial status of the
OASDI program in the 1990’s and early
2000’s will be favorable (i.e., income will sig-
nificantly exceed outgo). The Commission
also recognized that, under the intermediate
cost estimate, the financial status of the
Hospital Insurance program becomes in-
creasingly unfavorable from 1990 until the
end of the period for which the estimates
are made,

The Commission studied a large number
of options that would solve the financing
problems of the Social Security program,
both short-range and long-range. These are
summarized in some 55 pages of its report.

The Commission was able to reach a con-
sensus for meeting the short-range and
long-range financial requlrements. by a vote
of 12to 3.

The members of the Commlssion voting in
favor of the “consensus” package agreed to
a single set of proposals to meet the short-
range deficit. They further agreed that the

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120003-0

March 22, 1983

long-range deficit should be reduced to ap-
proximately zero. The single set ‘of recom-
mendations would meet about two-thirds of
the longrange {financial requirements.
Seven of the 12 members agreed that the re-
maining one-third of the long-range finan-
cial requirements should be met by & de-
ferred, gradual increase in the normal re-
tirement age, while the other 5 members
agreed to an increase in the contribution
rates in 2010 of slightly less than % percent
of covered earnings on the employer and
the same amount on the employee, with the
employee’s share of the increase to be offset
by a refundable income-tax credit.

A more complete description and rationale
for the solution of the long-range financing
problem supported by the Senator from
Kansas is presented in the next section. The
second following section gives an overall
statement of the achievements of the Com-
mission, as developed jointly by Congress-
man Conable, 8 member of the Commission
and the Senator from Kansas. .
STATEMENT ON MEETING THE Lona-Rance Fi1-

NANCING REQUIREMENTS BY COMMISSIONERS

ARCHER, Brcx, Cownasik, Dorx, FULLER,

GREENSPAN, HEINZ, AND TROWBRIDGE %

The recommendations made in the “con-
sensus” fail to meet the long-range
goal of providing additional financing equiv-
alent ot 1.8 percent of taxable payroll. The
shortfall is an estimated .58 percent of tax-
able payroll. We believe that this should be
derived by s delayed, slowly phased-in in-
crease in the “normal” retirement age (the
age at which unreduced retirement benefits
are available to insured workers, spouses,
and wisdow(er)s—which is age 68 under
present law).

The major reasons for this proposal are:

(1) Americans are living longer.

(2) Older workers will be in a greater
demand in future years.

(3) The disability benefits program can be
improved to provide cash benefits and Medi-
care to those between age 62 and the higher
normal retirement age who, for reasons of
health, are unable to continue working.

(4) Because the ratio of workers to
beneficiaries is projected to delicne after
the turn of the century, younger genera-
tions are expected to pay significantly in-
creased taxes to support the system'in the
21st century. An increase in the re-
tirement age will lessen the increase.

(5) Given sufficient notice, coming genera-
tions of beneficiaries can adjust to a later
retirement age just as earlier generations
adjusted to age 68.

Although we believe that greater action in
this direction may be desirable, we are sug-
gesting only enough change to produce ap-
proximately the needed .58 percent of tax-
able payroll. The recommended change
would apply only to the normal retirement
age. Early-retirement benefits would contin-
ue to be available beginning at age 62 for in-
sured workers and spouses and at age 60 for
widows and widowers, but the actuarial re-
duction factors would be larger. The mini-
mum age for eligibility for Medicare bene-
tits would continue to be the “normal” re-
tirement age for OASDI benefita, Disability
benefits are now available under somewhat
less stringent definitions for those aged 60-
64. However, because some workers, particu-
larly those in physically demanding employ-
ment, may not benefit from improvements
in mortality and be able to work longer, we
assume that the disability benefits program
will be improved prior to the implementa-
tion of this recommendation to take into ac-

1 Source: Report of the National Commission on
Social Securiuty Reform, January 1983.
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count the special problems of those between

age 62 and the normal retirement age who

are unable to extend their working careers
for health reasons.

Under our proposal, the normal retire-
ment age would be gradually —one
month each year—to age 66 in 2015, begin-
ning the phase-in with those who attain age
62 in 2000. Beginning with those who attain
age 62 in 20132, the normal retirement age
would be sutomatically adjusted (on a
phased-in basis) so that the ratio of the re-
tirement-life expectancy to the potential
working-lifetime (from age 20 to the
“normal” retirement age) remains the same
over the years as it was in 1980. The esti-
mated long-range savings of this proposal is
0.65 percent of taxable payroll.

ADDITIONAL VIEWS OF SENATOR ROBERT J.
DOLE. AND CONGRESSMAN Barszr B. CoNa-
BLE, JR. N
When the National Commission of Social

Security Reform was created on December

16, 1981, few people had real confidence in

what the could accomplish. And

little wonder. For the better part of a year,
social security had been embroiled in politi-
cal controversy. The system moved closer to
insolvency as propoeals for financial reform
were subjected to partisan palitical attack.

The 15 selected as commission members,

moreover, embodied widely divergent views.

At least to outsiders, these members prob-

ably seemed incapable of reaching any true

bi-partisan consensus.

In the last several days, the commission
accomplished what some said was impossi-
ble. With the cooperation and approval of
President Reagan and House Speaker
O'Neill, the commission forged a consensus
reform package with broad bipartisan sup-
port. As detailed earlier in this report, the
package is designed to close the short-term
deficit identified by the commission, and go
a long way toward closing the long-range
deficit. It requires concessions from all of
theptrtleswhohave:staketnsoch.lsecu—
rity—current and future beneficiaries, tax-
payers, and government employees who do
not now contribute to the system. While no
one member is happy with every specific
recommendation, the important fact is that
a consensus was reached on how to save the
system. The bipartisan reform package,
which we plan to introduce into the Senate
with Senators Heins, Moynihan, and others,
and into the House, merits speedy Congres-
sional action.

Agreeing on the essential provisions of &
social security solution was by no means the
only accomplishment of the commission. It
should be noted that the ocommission
reached unanimous agreement on the size
of the short- and long-term deficits in the
social security cash benefit programs (old-
age and survivors insurance and disability
insurance). That is, in concrete dollar terms,
the commission quantified the seriousness
and the urgency of the financing problem.
In our judgment, $150-$300 billion is the
amount to keep the system (ex-
cluding medicare) solvent through 1990.
Over the very long term, the next 75 years,
the .needs of- the system amount to about
$25 billion a year (in 1983 dollar terms) over
and above currently scheduled tax income.
Only a year ago, partisan lines were drawn
between those who did and did not believe

‘there was any financing problem at all

before the year 2000.

In addition, the National Commission pro-
vided a valuable forum for the diverse views
on social security. With the able leadership
of Chairman Alan Greenspan and with the
expert assistance of Executive Director
Robert Myers, members of both political
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parties were able to work together in study-
ing the social security financing problem
and options for financial reform. The inter-
ests of the elderly, organized labor and busi-
ness, and the general taxpayer were ail well
represented. In recent weeks, we engaged in
intensive negotiations which were, to a large
extent, absent of the political partisanship
that so seriously damaged efforts for re-
sponsible reform in 1881.

Finally, we believe the commission’s rec-
ommendations are significant in that they
nsrrowed the range of realistic options for
closing the deficits. Realistic options were
not -judged to include, nor was there any
support for, proposals to reduce or eliminate
benefits for people now on the rolls. Op-
tions under considerstion involved restrain-
ing the growth of benefits in future years
and providing financing through
some form of revenue increase. Current and
future beneficiaries should be reassured by
the unanimously held view that soclal secu-
rity is an tmportant and vital program that
must be preserved. .

With these accomplishments under our
belts, we in Congress are in a strong position
to hammer out the details of legislation in
the early months of the §8th Congress. The
expiration of interfund borrowing and the
likely inability of the retirement program to
pay full benefits in July make prompt
action essential.

The financing problem

While the commission report accurately
reflects the size of the social security fi-
nancing problem, perspective may be pro-
vided by some additional facts. Most impor-
tantly, without prompt Congressional
action, the social security retirement pro-
gram will not be able to pay benefits on
time beginning in July. In fact, were it not
for “interfund borrowing,” authorized by
Congress in 1981 to permit the reserves of
each social security trust fund (old age and
survivors insurance, disability insurance,
and hospital insurance) to be used to help
pay benefits from snother, the retirement
program would have stopped meeting its
monthly payments an time two months ago.
With the authority for interfund borrowing
now expired (as of December 31, 19832), July
is when all of the meney borrowed from the
other two- trust funds—$17.5 billion in
total—{inally runs out. .

Reauthorizing interfund borrowing can
not help the retirement mh for long.

80

heavy, the rest of the system could be insol-
vent before the year is eut. The Social Secu-
rity Board of Trustees, the Congressional
Budget Office, and a wide variety of private
actuaries and economists all agree that addi-
tional trust fund revenues must be provided
or savings must be achjeved if the social se-
curity system is to remain solvent through
the remainder of this decade.

While it is the short-term financing prob-
lem that is immediately pressing, the long-
term financing probiem is equally serious, if
not more so. The Social Security Board of
Trustees reports that the combination of

curity—about 58 percent between 2008 and
2035 alone. In the year 2035, when the
young people of today are beginning to
retire, the acruaries expect that the elderly
population will, account for 31 percent of
the overall population (as compared to 11
percent today), and the typical 65 year old
will have a life expectancy of 17 years (as
compared to 14.5 years today). The effect
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