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the years. I think it is an example of a
Government program that has worked
and fulfilled its original promise.

From a simple premise of assuring
our citizens that old age would be free
of financial anxiety to a complex pro-
gram of this very hour that provides
tens of millions of Americans with
monthly retirement checks as well as
health care. Approximately 36 million
Americans are now receiving, as we
know, monthly checks.

Mr. President, I recall for our col-
leagues a statement I made on April
15, 1935, during the debate which per-
haps is pertinent as I speak today:

We have passed through the worst, and
we now have it behind us; but there are mil-
lions of worthy older people in this country
who now and in the future will face a real
cause of fear a hundred times greater than
the fear of depressed business.

-Ingratitude is among the more reprehensi-
ble of human vices!

Let us not be ungrateful for our delivery
from the fear of poverty, and let us demon-
strate our gratitude for this blessing by
helping to provide protection to those who
are not in position to provide it for them-
selves. -

1t is a great blessing to possess riches, but
it is a greater blessing to possess, also, &
heart that is willing to use riches in behalf
of those who are helpless.

Mr. President, in 1935 one-third of
all elderly Americans were impover-
ished. Let us not forget that fact.
People do not like to look back and
talk about the situation then. There
are some parallels even today. Let us
think of today.

Today, less than 15 percent have
poverty-level incomes. The social secu-
rity program has proved that America
can, at times, be at its best helping
others to help themselves. Since the
inception of social security, many sig-
nificant changes have reshaped Amer-
ica and the program. I quote now from
President Jefferson, who said:

As new discoveries are made, new truths
discovered and opinions change with the
change of circumstances, institutions must

advance also, and keep pace with the times.

.Mr. President, the social security
program has been expanded through
13 expansionary laws and seven auto-
matic benefit increases since 1935. In
the beginning—I think this is an im-
portant fact to state—men dominated
the work force. Now, almost half our
work force is women. There was a dif-
ference then in the work force from
the work force now.

In the beginning, there was no Fed-
eral minimum wage. It was thought
that if we enacted social security, we
could partially replace earnings lost
through retirement or death.

At the time of the passage of this
legislation in 1935, only 5 out of 10
jobs in America were eligible for bene-
fits at age 65. Today 9 out of 10 jobs
are included in social security.

In 1940, there were 16 workers sup-
porting each beneficiary. Today, as I
speak, there are 3 workers to every 11
who is a recipient.

There has been a lifespan increase
of 20 percent over the last 40 years.
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All of this leads to a present rather
complex, confused, and troubled situa-
tion. Congress is reacting to the prob-
lems, frankly, and that is understanda-
ble, of this system. We need to provide
and we will provide a strong answer to
the financing concerns of not only the
present but the future. I have no
doubt that the membership of Con-
gress, regardless of party, regardless of
the occupant of the White House, that
all of us working on Capitol Hill and
downtown can plan for social secu-
rity—that, in fact, we may clarify
many of the situations which are very,
very troublesome at this hour.

Mr. President, what we are doing
today will go a long way toward cor-
recting the present financing of the
program. There is much remaining to
do. I know Senator DoLE and Senator
LoNg, the two managers of this impor-
tant legislation, are in a position to im-
prove and can improve it, with their
expert handling of measures of this
kind over the years. I think that Con-
gress will not renege on its basic prom-
ise of 48 years ago. Changes, yes, will
be made. Provisions will be modified.

Mr. President, I am gratified to have
voted for the original legislation. I be-
lieve that it has served the country
well. T am sure that out of the work on
Capitol Hill now, in both bodies, we
shall be able to make necessary im-
provements. I think, however, we have
to come to grips with the financing
changes which are necessary in the
bill that is before us. We cannot pass
them by.

The package that will come out, I
say to the managers of the bill, will
not be a perfect package. The compro-
mises have already been made, in part,
and on.subsequent votes will, perhaps,
be further made. I am not encouraging
my colleagues one way or another on a
pending amendment or amendments. i
am only saying that, in my opinion, it
is absolutely necessary for the Con-
gress to pass a measure coping with
the problems of social security as it
exists today and that the President of
the United States be in a position to
sign the measure that comes to him
from Capitol Hill.

Mr. DOLE. Mr. President, I thank
the distinguished senior Senator from
West Virginia (Mr. RanporPH). I think
it is remarkable that he is standing
here today, reciting personal experi-
ence with reference to the first Social
Security Act. It is another indication
of the Senator’s commitment and dedi-
cation.

I advise the Senator that we are
going to do our best to keep our com-
mitment, without getting into the
merits or demerits of the pending
amendment, as the Senator from West
Virginia stated. I deeply appreciate
the Senator’s statement. It should
demonstrate to all of us the serious-
ness of what we are about and what
we should do—hopefully before this
coming Friday. -

I thank the Senator very much for
his eloquence.
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Mr. RANDOLPH. I thank the distin-
guished Senator from Kansas.

Mr. MOYNIHAN addressed the
Chair.

The PRESIDING OFFICER. The
Senator from Kansas has the floor.

Mr. DOLE. I am happy to yield to
the Senator from New York.

Mr. MOYNIHAN. I thank the Sena-
tor.

Mr. President, I, too, should like to
join in expressing the gratitude of this
body and, if we can be surrogates of
the people we represent, of the people
of the United States for the role the
Senator Irom West Virginia (Mr. RAN-
poLPH) played in enactment of this leg-
islation and that he plays in its preser-
vation today. Fifty years ago, almost,
he helped enact it. Today, he has
spoken to the urgency of the legisla-
tion before us.

Mr. President, there are not a great
many Members of the Senate in the
Chamber. Some will be listening on
our radio system. I should like to call
attention, if I may, to the urgency
here, first having said, as I said some
weeks ago, I guess, ih the jobs bills,
that I am committed—it is a commit-
ment from last year—to vote against
the repeal of withholding as it is
called. I voted against it in committee
1 year ago; I voted against it on the
floor. It is a matter of concern to the
savings institutions of New York, but
the commitment I made I shall keep.
But we now have a time on which it
can be kept. Whether it will prevail or
not, I do not know, but April 15 is set-
tled for that debate to begin.

What I would like to call to the at-
tention of the Senate is a detail, one
might say, of the arrangements that
have been put in place to do what the
Senator from West Virginia has said,
which is to preserve the social security
System and to try to make clear how
precarious they are.

It is not just that so many different
groups have had to make concessions
which they have not wanted to do but
did in the public interest as they
judged, but with the understanding
that others would make concessions
and if any try to withdraw, the whole
is risked, but there is a matter of time.
Senators know that the authority for
interfund borrowing expired on De-
cember 31. Prior to that date, the
trustees borrowed enough funds to
bring the system through July 1. The
first actual change in outgo in this
system takes place in effect on July 1,
July 2, or July 3, when the checks go
out. That is when the 37 million
checks—36.4; it changes hourly—go
out. The provisions of the bill provide
for a 6-month delay in the cost-of-
living allowances from July 1.

That delay is necessary because the
funds will not be there to meet the ob-
ligations otherwise.

In terms of the enormous task in-
volved in the Social Security Adminis-
tration adjusting the retirement bene-
fits of 36 million-plus Americans, the
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absolute last minute they can have
this statute on the books such that
they have the authority to make the
changes is May 7.

We are recessing this week. We will
come back on April §. There are 4
short weeks, as I count them, during
that 28-29 days in which this legisla-
tion has to become statute. If any-
thing lets it stip by today or, at the
very mwost, noon tomorrow, prespects
of getting a conference with the
House, of getting a final bill—-it is a
large bill; it is not as long as many, but
it is a bill filled with details, not just
dealing with social security—and get-
ting it to the President, who now ex-
pects to sign the legislation as it has
passed the House and comes out of the
Finance Committee, that is, nonethe-
less, fraught with the kinds of delays
that are natural to the legislative
process—if we delay by an extended
debate on any extraneous issue, we are
putting in peril this entire enterprise.

I do not want to exaggerate, but I do
not think what has been done here
can be done a second time. Already the
strains on the alliances are showing,
and to give up that opportunity to
show that we can govern, that what
we have created we can preserve,
seems to me reckless and not in the
public interest. In order that I not
urge that we speed along, it seems to
me I ought not to talk at too great
length myself, but I wanted to make
clear that we have a deadline and we
can meet it, but we are beginning %o
fritter away that opportumity.

I hope Senmators will underatand
what could be the consequences. It
would Pe ruinous of our reputation
and it would be detrimental to the sta-
bility of our people, and their confi-
dence in us would be gone.

Mr. DOLE. Mr. President, I thamk
the distimguished Senator from New
York. I certainly share the views ex-
pressed by the Senstor.

We have agreed on a date to debate
withholding. It is difficult to be re-
strained in taiking about this lobbying
campiiign by the ABA, particudarly
when you resd yesterday’'s Washimg-
ton Pest. I hope we can finally deter-
mine the full truth of how this cam-
paign originated and hew they picked
those whe were engaged in this cam-
paign. But I understand that. the
American Bankers Association—
borrowed a technique commonly used by
marketing departments and cemducted
“foous-group” sessions with customers.

They discovered that once people were
made aware of the new law they were “af-
fromted” by ft. That, the lobbyists admit, is
Just what they were hoping to discover.

Then they ook that Istent anger smd
molded it into an outpouring of public
wrath that buried Congress beneath a
mountain of mall, gummed up the floor of
the Senate for a week, generated a flash of
temper from President Reagan and pro-
voked threats of retaliation from Treasury
Secretary Donald T. Regan and Senate Fi-
nance Committee Chalrman Robert J. Dole.

The whele etfort alse touched off an argu-
ment over what the boundaries of fair play
are when an interest group sets out to mobi-
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nne—crll tics would say inflame—public opin-
on,

This is how they did §t:

In the focus-group sesgions in Chicago,
put together by the American Bankers Asso-
ciation diverse peaple were assembled
around a table and probed for their atti-
tudes toward government, taxes, savings
and banks. They were paid $25 aplece for 90
minutes of their time and thoughts. They
were not told who paid the.

Wewa.ntt.hemtotellwhateomeolt
of the fecus groups. What we do not
have—and I hope that somebody will
now tell us—is what these people were
told. We have been saying for days on
this floor that this was an underhand-
ed campaign—

Mr. MELCHER. Will the Senater
yield? :

Mr. DOLE. Later, because I want to
keep my thoughts here—that this was
an underhanded, heavyhanded cam-

paign by the American Bankers Asso-
ciation. I hope that we will now have
from the American Bankers Associ-
ation, whoever might have cenducted
this “focus group,” whers you pat
people in a room and you use two-way

‘mirrors to get their reaction, what

questions they were asked about with-
holding, what they were told abeut
withholding. I just assume from the
ads that I lave read from tive Ameri-
can Bankers Associstisn they wese
probebly told it was 8 new tax, That is
what the credit unions told everybody:
“We are against this withholding tax.”
People were told by the American
Bankers Association that we were
going to loot the savings accounts of
their depositors, we were going to pick
the pockets of their customers, amd
that their savings were going to disap-
pear.

And now the truth is starting to
come out. That is why this Senator be-
lieves this deserves a long discussion.

I did not realize that they had reslly
gone quite that far, using a two-way
mirror system to probe and to feed

people propaganda, and then get the
proper snswer, decide what to put in
their advertisement and then flood
this country with ads and the Cen-
gress with mail.

Now, I will say, to his credit that the
8endtor from Montana said very clesr-
ly “This is not a new tax.” It is not a
new tax, but I must say that I begin to
wonder just how far the banks may
have gone because today I received a
letter from a man in Chicago. Of
course, I guess that is where all these
shemanigans started. But he said, “At-
tached is a copy of s letter to Con-
gressman Smwzy Yares which I
thought might be of interest to you.”
This is addressed to Congressman

YaTEs, a good friend of mine on the

House side who happens to be a promi-
nent Democrat.

He said:

DrxAr CONGRESSMAN YATES: This week I re-
ceived a card from you acknowledging re
ceipt of a letter from me opposing the with-
holding of 10 percent of interest and divi-
dend income.
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You may have such a letter bearing my
name and sddeess but let me assure you
that neither my wife nor I wrote or sent it.
Does this not lend credence to Senator
Dole’s contention that the purported mas-
sive public opposition to this measure is not
truly public but a strong initiative on the
part of sérvice mterests, such as the bank-
ing lobby?

That is only one letter, but I am
wondering hrow many thousands of let-
ters have been mmiled to Senators
saying that they have been signed by
some df our constituents. This was an-
other part of the bankers’ heavyhand-
ed campaign to mall in fictitious let-
ters, or take the list of their depositors
and flood us with mail and say, “All
g;:se people are opposed to withhold-

To me, T think it is disgraceful. Here
we are, having just passed the jobs
bill—we have not even finished it yet—
and the socfal security bill should have
been fimished last week, had it not»
been for the American Bankers Associ-
ation gearing up the Senate and trying
to repeal withholding,

The so-called Baster recess starts on -
Friday or Thursday of this week, and
now we have another effort. I assume
the American Bankers Association is
geared up dgain e now they
have the old people hostage. Now they
want them to wait while they tie up
the Senate.

The social security system 1s about
to go bankrupt. We are talking about
$16S5 billion that we need to infuse into
this system in the next several years.

But some seem t@ be saying, oh, no,
we canhot do that. We canmot worry
about ‘the senior citizens in America.
We first have to take care of the
American Bankers Associatiom and
their interests. They almost beat the
bill to relieve the homeless and the
Jobless, and now they are after relief
for the senior citizens. I wonder to
what lengths the American Bankers
Assoclation; yes, the Savings and Loan
League; yes, the credit unioms, will go.

We set a time for debate on with-
holding, April 15, and we said we will
have a full and complete debate. I
theught they would be satistied with
that. But it seems to me that there is
R0 way to satisfy the American Bank-
ers Association lobby.

I wonder how long some of the bank-
ers in my State and other States will
put up with this kind of campaign.
The American Bankers Association po-
sition does not reflect the view of the
‘bankers in my State or in the State of
Montana. This 8 a shameful cam-
paign, carried on in an unfair way, by
a lobbying group known as the Ameri-
can Bankers Association.

I thought it was rather imteresting
that Time magagine, on this week’s
cover, should have kighlighted “Tax
Cheating—Bad and .Getting Worse.”
That ts what we are suggesting is the
problem.

Does somebody want to stand up and
support tax cheating? It is said, “How
are we going to pay for eliminating
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withholding? We will take it away
from the third year of the tax cut,
take it away from the working people
instead of those who are paying their
taxes.”

If we have to debate withholding on
social security, we will debate with-
holding on social security.

I will suggest later that we table this
amendment and get on, because I
share the view of the Senator from
New York. There are a lot of other
things to concern us around here
rather than a mail campaign that has
many Senators quaking in their boots.
I believe that once we have the full
story of how this campaign was start-
ed and generated and how it was sus-
tained, many Senators who now have

the pro-bank position will suggest that

maybe you cannot really support a
campaign of that kind.

A lot of my friends say, ‘“Bob, you
can’'t take on the bankers.” The Sena-
tor from Kansas is not taking on
anyone. The Senator from Kansas is
supporting the President of the
United States, who in his 1983 budget
said we should have better collection
of taxes so that the system is fair, It is
not a new tax. It is a collection of tax.

There are 20 million Americans who
do not report all their interest and
dividend income. That is a substantial
number. I do not suggest for one
moment that it is because they are dis-
honest. Much of it is inadvertent and
honest mistakes. But what is wrong
with collecting taxes that are due? I
think that is the issue.

There was another story that ap-
peared in the Washington Post this
morning by Jane Bryant Quinn cap-
tioned “The Truth About Withhold-
ing, Minus Tall Tales From Banks,”
which I ask unanimous consent to
have printed in the RECORD.

There being no objection, the article
was ordered to be printed in the
RECORD, as fgllows:

THE TRUTH ABOUT WITHHOLDING, MINUS

TALL TALES FROM BANKS

New York.—You may have been misled
by the widespread disinformation campaign
that the banking industry is conducting
against the new tax withholding system on
interest and dividend income.

Big headlines in ads are scaring savers, by
saying that “Congress wants a piece of your
savings,” or that “10 percent of the money
you earn in interest is going to disappear.”

Those headlines mean only that most
Americans owe taxes on their interest
income, and the government will be trying
harder to collect the legal taxes due. But
the ads have frightened many savers, espe-
cially the elderly, into thinking that the
government is grabbing something extra.
Even President Reagan criticized the bank-
ing industry last week for the sound and
fury of its campalign.

Congress created the new tax-collecting
system during its desperate search for rev-
enues last summer, when it became appar-
ent that the budget deficits were getting
much worse. An estimated 10 percent of the
people who owe taxes on their interest
income don’'t pay—either because they
cheat or because they forget. Taxes are also
evaded by an estimated 18 percent of the
people who earn dividends.
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The most efficient way to collect income
taxes is to withhold them automatically at
the source. That is what’s done for the
taxes due on wages; they are deducted from
every paycheck you get. Automatic tax
withholding on pensions and annuities
began this year. And starting July 1, there
will be automatic withholding on the
income you earn from your savings.

Banks, savings and loan associations and
credit unions have been trying to repeal this
new law. They stacked protest postcards on
their counters, and urged their customers to
mail them to congressmen and senators.
Some of the banks collected signatures and
maliled the cards themselves. Some provided
stamps. Altogether, they generated more
mail on a single issue than most legislators
can remember. Cards have been pouring
into the Senate Finance Committee at the
rate of 30,000 a week,

The banking institutions object to the
cost of tax withholding, which will be paid
either by their customers (in higher fees) or
by their shareholders (in lower profits).

A majority in the Senate and House of .
Representatives now backs & bill to repeal’

tax withholding on interest and dividends.
But the leadership of both Houses apposes
repeal, as does the public official- with the
biggest vote of all. Reagan announced last
week that he would veto the jobs bill if it
came to him with a rider repealing interest
and dividend withholding. [The Senate fi-
nally passed the jobs bill Thursday after the
withholding amendment’s sponsor was per-
suaded to withdraw {n return for its consid-
eration on the floor April 15.1 The govern-
ment estimates that automatic tax with-
holding will pick up an extra $4 billion to $5
billion in taxes next year.

To straighten out the disinformation you
have been getting, here is what’s scheduled
to happen July 1:

Ten percent of your interest and dividend
income will be withheld toward your income
taxes due. This is not a new tax. It is simply
a new way of collecting the present tax.

The government is not withholding 10
percent of your total savings, as some
people believe. It is withholding 10 percent
of the interest earned on your savings
which, for most taxpayers, is less than the
actual tax due.

When taxes are withheld monthly from
your savings account, you will have a little
less money earning compound interest. The
banks have been making a great deal of this,
claiming that the government is “looting”
your savings. But the cost is small. At 9 per-
cent interest, tax withholding will cost you
50 cents a year on each $1,000 in savings.
And you need not even lose that. Banks are
allowed to withhold taxes all at once, at the
end of the year, which would leave all your
money free to compound all year.

All low-income people and most of the el-
derly can exempt themselves from tax with-
holding. You are exempt if you paid no
more than $600 in federal income taxes last
year ($1,000 on a joint return); or if you are
65 or older and paid no more than $1,500 in
federal taxes last year ($2,500 on a joint
return). The Treasury estimates that 87 per-
cent of the elderly will not be subject to tax
withholding.

But to get your exemption, you must file a
new withholding form (Form W-6) with the
companies that pay you dividends and with
each banking institution where you keep in-
terest-paying accounts. That won’t be hard.
When July 1 rolls around, there will be
plenty of information about where those
forms can be found.

Mr. DOLE. Mr. President, I think
that once the people understand that
this is not a new tax, they are going to
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support what we are trying to do. Does
anyone want to stand on this floor and
say that you should not pay your
taxes; that we are going to make cer-
tain you do not pay your taxes; that
we have to make up for what you do
not pay, so we are going to take it
away from the working people?

The Senator from Kansas had a
note last Friday from Mortimer
Caplin, the IRS Commissioner under
President Kennedy. Among other
things, he thought we were doing the
right thing. However, he said: )

Withholding is the backbone of our self-
assessment system and represents almost
half of what the IRS collected in 1982. Yet
it has been under frequent attack through-
out our tax history. At the same time, its
soundness has been proven by the long ex-
perience both in England and in this coun-
try dating back to the 19th Century. It is
hard to conceive of a sound income tax
system that does not have the backing of a
reasonable withholding procedure.

Tax withholding on dividends and interest
was first introduced in the United States by
the Revenue Act of July 1, 1862. It applied
at an initial 3 percent rate to interest and
dividends paid by all railroads, banks, trust
companies, fire, marine, life inland, stock
and mutual companies. In 1864, the with-
holding rate was increased from 3 percent to
5 percent and was extended to include inter-
est and dividends of canal, turnpike and
canal navigation companies. Only the sala-
ries of government employees were also sub-
ject to withholding during the period, as it
evidently was regarded as too difficult to
extend withholding to the salaries of out-
side employees. ;In short, withholding on
dividends and interest was workable, but
withholding on salaries of non-governmen-
tal employees was not.

I have a very extensive history of
what happened from 1862 to 1962, 100
years, when we have had withholding
in this country. It is not just in this
country. Other countries have tried
withholding successfully. In Belgium,
they have a withholding rate on inter-
est and dividends of 20 percent; in
France, 10 percent; in Germany, 25
percent on corporate bonds and divi-
dends. We do not have the informa-
tion for Italy. In Japan, it is 20 per-
cent on interest and dividend. We do
not have the precise percentage in the
United Kingdom.

It seems to this Senator, to the
President of the United States, to the
Speaker of the House of Representa-
tives, and the chairman of the House
Ways and Means Committee that we
should take a very careful look at
withholding. This Senator believes he
has an obligation to do so. I cannot
expect my colleagues on the House
side to defend withholding if we are
not willing to defend withholding on
this side.

_If there is some reason why it is not
defensible, or if the President suggests
we are going to drop withholding, that
we are getting too much heat from the
bankers, or if the Senator from Mon-
tana can agree that the bankers will
start withholding on June 1, 1984,
then maybe we will have something to
discuss. But until that happens, I
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think all we can do is discuss withheld-
ing.

It would be a budget loss. The
amendment is subject to a point of
order under the Budget Act, because
the loss in 1983 is $1.1 billion, and in
1984 it would be about $0.3 billion. 80
there is a point of order to be made
under the Budget Act.

I know there has been a big question
about who is going to be first. There
have been meetings on the Republican
side ef the alsle today, the Steering
Commiittee, trying to find who is going
to offer the first withholding amend-
ment. The Senator from XKansas
knows that it is popular politically and
that you will get a lot of fan mail if
you repeal or delay withholding But
that does not mean it is the right
thing to do.

The Senator from Kansas is fairly
sensible and reasonable, but I really
believe there is going to be revilsion
in the Senate when we finally learm
how this campaign was put together
and how it has been sustained.

Mr. MELCHER. Mr. President, will
the Senator yleld?

Mr. DOLE. I will yield for a gues-
tion.-

Mr. MELCHER. The Senator has
asked how the campaign was put to-
gether. I wonder if he would mind my

' stating—before I ask my question—
that in the case of one taxpayer, who
happens to be the wife of the aide who
sits in this chair—he is out for a cup of
coffee right now—who is a school-
teacher, she received this form, notice
662-A, to which the Senator from
Kansas referred, last week I believe,
from the Treasury Department.

This is a form that goes out with
every tax refund that is being mafled
right now. It say, “Attention, recipi-
ents of interest and dividends. New
withholding program begins July 1.”

So far as that individual taxpayer is
concerned—the wife of my aide, who is
8 schoolteacher—that the first she
heard of it. The first thing she did was
buttonhole my aide when he got home
that night, and she said to him:

Have you seen this notice? Now do you
know what they are going to do to us? They
are going to start withholding tax on inser-
est and dividends. Why do you not say
something to Senator MgELCHER, to
whether he can do something about that, to
block it?

I daresay that millions of other tax-
payers are going to find out about this
withholding to become effeetive July 1
from the expianation mailed to them
either with their refund checks or, as
the Senator from Kansas pointed out
several days ago, in the 36 million
checks which are geing to be mailed
out to social security recipients on
April 1. They are going to learn of it
for sure.

Can the Semator tell me does not the
reaction of thds achoolteacher wife of
my aide, just lemrning of it through
the Treasury Department, by receiv-
ing this form from the Treasury De-
partment with the refund check point
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out that there are a lot of people who
are ocompletely. unaware of it amd
whatever this big campeaign has been
by the banks they de net mecessarily
get the word out? Is it mot apparent
that the IRS is doing their duty? They
are now getting the word out. Would it
not also be fair to say that a great
number of taxpayers are going {0 have
the same reaction as that schoolteach-
er did who objects to i6?

Mr. DOLE. Mr. Prosident, if the Sen-
ator will permit me to answer the
question, I cannot believe the schoel-
teacher did not know it beforchand if
she teaches in this area because it has
been rather ‘widely reported and the
banking lobby has not missed many. 1
do not know if they have been into the
schools but they have been every-
where else. I am certain if she had an
account she has gotien a notice in the
bank account. If you walk into the
bank you are hit with ome of these
forms to fill out.

But 1 would also assume they with-
hold from her ¢heck, {f she has with-
holding on her wages as a schoolteach-
er, and I do not know whether she is
objecting to that also, butthatisa.n-

other matter,
Mr. mcmmmmecm
Mr. DOLE. I am not going to yield

for more questions.

Mr. . I think that is the
point. I think the point of further
withholding is wimat she #s objecting
to. ’

Mr. DOLE. The point the Senator
from Ksnsas makes is why should we
withhoid from the working people on

mese are woﬂdng.
Mr, DOLE. I said vhylhould we,

Mr. MELCHER. T am giving the Sen- ‘po

ator a fair reaction. I am givhig him a
fair reaction of & taxpayer.

Mr, DOLE. If the Senator wants to
broaden the amendment and change
withholding on wages and salaries, we
mixhtbesblewdoh-meu.ldonot
know why he wants to favor the rich

and keep zapping the people.
Mr. MELCHER. 'l‘his ot the rich.
Mr. DOLE. If u'e womc to have
withholding we uld have withhold-
ing. If we are :oina -have special ex-

emptions because the banks are pow-
erful, the savings and loans are power-
ful, and the credit unions are power-
ful, we should have the exemptions
for the working peopie, the people out
?;’ere working with their hands every

We have had withholding. With-
holding has been around for a long,
long time, and I know a lot of working
people who would Mke it if we did not
take it out of their checks every 2
weeks. They could put that aside and
earn interest on it and do it the next 2
weeks, the next 2 weeks, the next 2
weeks. At the end of the year next
April they could pay their taxes.

The banks are arguing that we are
net letting people keep money there
for investments.

83491

What about the millions and mil-
lions of working people who should
have the same right?

Iwhhtomtﬂln.msttomcludeln
the Rxcorp a few editorials—here is
one from the St. Petersburg Times:
“Baloney from Banks,” which 1
thought made a lot of sense. It talks
sbout this cammpaign and bow they
give you a lttle example here.

It has been 40 years sinoe Uncle Sam
 takimg his plece of every pay check.
-Sndmess been the guide, that's hew long
taxes weuld hawe been withheki
from bank interest and stock diwidends also.
However money is eamed, it eught to be
treated alfke.

It takes more than fairness, unfortunate-

EEE

are presently being ewaded by people who
“fouet" their dividend intevest income
when flling thelr 1040's.
It went on te say:

Thtba‘e-.tl—.mnotcou losers.

wage-earners
have no choice in the matter of withhold-
ing, why should anyone else?

And that is the $6& question.

I have not seen the banks up here
pleading that we should repeal with-
holding on those who work in their
banks. What about the people who
work in their banks? What about all
the depositors who work for a living
and pay their taxes and have taxes
withheld on their wages?

8o if the banks want to make a uni-
form, balanced presentation, then we
can listen to those arguments.

But there are literally dozens and
dozens of editorials. Once the truth
comes out, the people will understand
that we had this two-way mirror set
up and we had people stashed away
being paid $26 by the ABA, and then
they probably fed them a lot of propa-
ganda and said, “What do you think
about that?”’ If you only hear one side
of the argument you do not have
much choice—most of us could con-
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vince nearly everyone with one side of
the argument. If I tell 10 people in the
room that this is a new tax, I assume
10 people might believe it is a new tax.
If I tell 10 people that this is going to
bick your savings or reduce your sav-
ings, I imagine 10 people would believe
that.

That is how this campaign was gen-
erated. So we owe a debt to Paul
Taylor who reported that in yester-
day’s Post about the bank’s psycho-
logical ploys to stoke the savings rebel-
lion. They have stoked the rebellion
already. They have stoked a rebel-
lion—no doubt about it. The genie is
out of the bottle.

Now we must be treated with this
issue every time a bill comes up to
help someone or carry out the Presi-
dent’s program, or to carry out the bi-
partisan Social Security Commission
efforts, which was endorsed by the
President, by the Speaker of the
House of Representatives, and by a
vote of 18 to 1 in the Finance Commit-
tee, Democrats and Republicans. We
have to lay that aside now so we can
debate this for 2 or 3 days. Social Se-
curity should have been passed last
week. But no, we could not do that.
We had to take care of the bank inter-
ests. We should have passed the jobs
bill early last week. But no, we could
not do that. We had to take care of
the bank interests because they are
the ones rushing into town and send-

"ing letters and calling on the tele-
phone and flooding you with mail.

They may eventually win, but not on
this bill. If we are going to have a
social security bill, it is not going to
have this amendment on it..

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

Mr. DOLE. I yield for a question.

Mr. CHAFEE. I wish to say to the
Senator from Kansas that coming into
the middle of this debate after the
weekend gives one a horrible feeling
that it is a long day’s journey into
night. We were through this all last
week. .

Am I not correct in asking the distin-
guished Senator from Kansas that the
Senator from Kansas and the majority
leader have promised to those propo-
nents of this legislation that in April
the Senator will give these folks who
desire a repeal of the withholding on
interest and dividends a vehicle and a
vote.

Mr. DOLE. Yes. In fact, we decided
to take it up on April 15. We thought
that was an appropriate date. That is
the date for filing deadline for tax re-
turns. We will not vote on April 15 be-
cause that is on a Friday. We would
not want to delay anyone’s travel
plans on Friday. But I think within 2
or 3 weeks after that we might get toa
vote.

Mr. CHAFEE. So, in effect, they are
going to have their day in court sooner
or later, as I understand it.

Mr. DOLE. The Senator is correct.

Mr. CHAFEE. I do not understand
the reason that the proponents have
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brought this legislation up now. We
thrashed around, lost a whole week
last week, and finally got it set aside
while we went to the jobs bill, and now
we are on one of the most important
pieces of legislation we will consider in
this Congress, namely saving of the
social security trust fund. I personally
believe we have to get on with this, We
are running up against deadlines. Not
only are we running up against dead-
lines, but we have a series of other se-
rious amendments that are going to
come up.

Am I correct in asking the Senator
from Kansas—there are some major
amendments that are going to be pro-
posed on the floor dealing with social
security; is that not correct?

Mr. DOLE. The Senator is correct.

We still have about a half dozen
amendments and the distinguished
Senator from Louisiana has a major
amendment.

Mr. CHAFEE. I do not know wheth-
er we have reached time agreements
on those amendments or not.

Mr. DOLE. No. The Senator from
Kansas is not willing to give anyone a
time agreement for the reason we are
now here on this. Had we given a time
agreement the Senator from Kansas
would be locked into voting on this
amendment within 30 minutes or 1
hour or 1 day or 2.

Mr. CHAFEE. So we .have a real
problem here in getting on with this
legislation, getting it passed, and I
think I would be correct in saying to
the Senator from Kansas that if this
social security legislation is not passed
within, say, 2 or 3 days, then it has to
go to conference, it has got to come
back and be passed, and if that does
not happen then we will move to the
end of the Easter recess, which is 10
days or so away after that.

Meanwhile pressure will be building
up from every group that does not
want to be in it, those who do not
want to postpone the COLAs, those
who do not want an increase in taxes,
those who do not want the Federal
employees included. Am I not correct
in suggesting that this very, very deli-
cate and important compromise is
liable to become unraveled the longer
we wait around and deal with what I
might say are extraneous amend-
ments, not going to the substance of
the Social Security Act?

Mr. DOLE. There is no doubt about
it. This amendment plays right into
the hands of the Federal employees
who do not want the bill to pass in the
first place, do not want to come under
the bill. I find this rather strange, the
ABA and the Federal employees
unions working together. But you
come to learn in this area, and I am
not unsympathetic to the Federal em-
ployees, do not misunderstand me. I
am not particularly sympathetic to
the ABA.

Mr. CHAFEE. Am I not correct in
saying that we have a jobs bill confer-
ence report to come back here?
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Mr. DOLE. We cannot rush to these
things. We have to take care of the
banks. We cannot worry about the
homeless and the jobless. The banks
are the ones with the power, and all
the mail in our office comes from
them.

Mr. CHAFEE. This legislation helps
the crippled and the blind.

Mr. DOLE. I think some in the ABA
have a problem, but I am not going to
get into that. Yes, it does.

Mr. CHAFEE. I think my real ques-
tion to the Senator from Kansas is, as
I see it: There is a sense of urgency
about this matter because we have got
to pass it, the conference has to pass
it, we have a conference on the jobs
bill to wrestle with, and we have a
good-sized menu before we get out of
here for the Easter recess, if we do get
out, and I would presume—well, I
think the House is going to go
anyway—so the longer we take here
the greater it seems to me we endan-
ger the prospects of these two very im-
portant bills.

Would the Senator agree with me on
that?

Mr. DOLE. The Senator does agree.

The thing that concerns this Sena-
tor is we are not going to finish the
debate on this amendment in time to
take up the one on April 15. We have,
been tugging and hauling. If we do not
finish the bill this week, and we come
back on April 6 or 7, we are still on
this amendment which, I assume, we
will still be on, then we have to debate
that for the next 8 or 10 days, and
how are we going to accommodate the
distinguished Senator from Wiscon-
sin? I would not want him to feel left
out of this. I know there is a rush to
get in on this. It is a horse, a nice
horse to ride, it is popular. Everybody
wants to get on it. But we cannot ac-
commodate the Senator from Mon-
tana and the Senator from Wisconsin,
if we never finish the debate on this,
but I am sure the Senator from Wis-
consin understands these technical
things will happen.

I thank the Senator from Rhode
Island.

It seems to me—and I do not quarrel
with the Senator’s right to offer his
amendment. I think he made an objec-
tive statement, one of the first I have
heard in opposition to withholding on
the Senate floor, and so I commend
the Senator from Montana for that.
He did not call it a new tax. He indi-
cated what he thought it was, what he
thought it was not, and I do not quar-
rel with anything he said except I
hope he will let us move on with social
security, that he will withdraw his
amendment. He understands that
there is some concern about it.

Certainly the Senator has the right
to be concerned about it, every Sena-
tor on this floor has the right to be
concerned about it. But I hope he un-
derstands our position. There is not a
single so-called nongermane amend-
ment—I know they say it is a revenue
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bill, mo that is not the issue—but there
is not a nongermane amendment in it
since we tried to limit this bill to social
security, unemployment, and medi-
care, and there has not been a single
amendment brought to my attention
that would violate the spirit of that.
At least I hope we can get through
this Chamber of the Senate without
offering any amendment that did not
affect either unemployment, medicare,
pl;ospectlve payment, or social secu-
rity.

This is one of those, too, but that
again does not mean that the Senator
cannot offer it. As I have indicated,
this is subject to a point of order
under the Budget Act, and as to that
we are expecting the Senator from
New Mexico to arrive at any moment.
I think he is still in Chicago. They
have had a bad storm there, but at

- least he is on his way.
ask unanimous consent to have
printed in the Rrxcorn a column by
James J. Kilpatrick which appeared in
the Kansas City Star on March 1,
1983, “Bankers Shortsighted on Tax
Withholding”; an editorial in News-
day, Long Island, N.X., “An Unocon-
vincing Case Against Withholding
Taxes™ “Interest Withholding Net
‘Subwversive’ ” from the State-Journal
Register, Springfield; “Those ‘Untold
Billlons,’” from the Washington Post;
“Let’s Give It a Chance,” from the Los
Angeles Times, “Poison Pens and a
Sensible Tax,” from the New York
Times; “Bank Smokescreen,” from the
Charleston Gazette, Charleston, W.
~ Va.; “Alarm Over Withholding,” from
the Baltimore Sun; “Bankers’ Clout,”
from the Cincinmati Past; and “A Mes-
sage From the Banks,” in the Wash-
ingten Post.

‘There are others that we will ased
in the next debate, and perhaps need
these ageuin, too.

There being no objection, the meate-
rial was ordered to be printed in the
REcORD, a5 follows:

Baxxrag SBHORTSIGHTED ON TAX
WITHHOLDING
(By James J. Kiipstriok)
'mn—muwdlovetan-

ry,” sajd Pyrrhus, “lnd we
It is an old story, but it is
American bankers might

United States. At the moment, because they
have rounded up more than half of each

. Baloney! The act provides a simpl
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chamber in support of their repeal bill, it
looks as if the bankers may win. If they
attach their bill as a rider to some other leg-
islation the White House sorely wants, such
a8 Social Security, they may even push the
president into a corner. where he has to sign
the measure willy-nilly. Victory! They will
have whupped the Romans.

Under the withholding law, scheduled to
become effective in July, banks and corpora-
tions would be required to treat the pay-
ment of interest and dividends in somewhat
the same fashion that all employers treat
wages and salaries. Periodically, 10 percent
would be withheld as.income tax and

income from dividends and interest is tax-
able income.

The trouble is, according to Sen. Bob
Dole, Republican of Kansas, that about 11
percent of interest payments and 15 percent
of dividends never are reparted on individu-
al tax retwrns. The withholding law, ke

says, “Will cut these non-compliance rates.

in half, and raise almost $4 billion each
year.”

I may be in a small minority, but I see
nothing wrong with the act. On the con-
trary, I aee much that is right. To listen to
the bankers propaganda campaign, you
might suppose that the idea is to penalize
millions of little old ladies in tennis shoes.
e machan-
ism by which old folks in low-income brack-

themsel:

pression that the act will cost them “unteld
billions” in paperwork. This too is baloney.
Banks and already are re-
quired to compile report their payments
of interest and dividends. In all but the
smallest banks, the transfer of withheld
taxes can be accomplished in the flicker of a
computer’s eye.
The wepeal campaign has put some odd
fellows in bed together.\In the House, such
vauKunpo!NewYork.Punof

congervati
Texas and Edwards of Oklahoms are oo-

sponsors with-such liberals as Mikulski of

But the act is not aimed at the little aid
ladies. It is aimed at the fat cats who have
iarge incomes from dividends and interest
and cheat on their income tax returns. Once
%truthhnuped.me political advantage

In a speech to the American Bankers As-
sociation on Feb. 17, Semmtor Dole de-

enues from withholding, the bankers had
better prepare themselves for alternative
measures they will find even more distaste-
ful. For Pyrrhic one pays & heavy

[From the Newsday, Long Island, N.Y., Jan.
28, 1983)

AN UNCORVINCING CASE AGAINST
WITHHOLDING TAXES

The way bankers all across the country

' are howling about the prospective

withhold-

ing tax on interest and dividends, it might
appear that they and their customers are
soon to be subjected to some exotic torture.
But withholding a portion-of income for
taxes is hardly new, as every wage earner

ing
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knows. Federal, state and even some local
governments take a bite out of every pay-
check. 80 does the Social Becurity system.
And as taxpayers also understand, if they
owe any additional tax beyond what was
withheld, it has to be paid by April 15; if the
government has withheld more than they
owe, they get a refund after filing a return.

So why should interest or dividends be
treated any differently?

In its big tax reform legislation lmst

ugust,

will be required to withhold as federal
income tax 10 percent of the interest and
dividends on accounts yielding more than
$150 & year.

Bankers all around the country, led by the
Amerioan Bankers Associstion, are leaning
on theilr senators and representatives to
repeal this withholding requirement. The

warning thet
the new rule will allow the government to
“stand ever your bank teller 80 it can reach

confidential relatiomship between a Bank
and its customers.

That reasoning argues net oaly for the
uhollan of the new requirement bwt for
the elimination of the entire tax withhold-
system. After all, ¥ the bankers are
right, presumably the government is now
standing over every payroll clerk each time

paycheck is issued.

'y

Yet there's no reason to suspect that the
relstionzhip between wage earners and their
employers has been adversely affected by
the payroll withholding system. The bank-
ers have falled to make a convincing case
against the new withhdlding tax and nei-
ther the public nor Congress should be
swayed by their arguments.

[(From the State Journal-Recister
Springtield, Feb. 1, 1983)
INTEREZST WITHHOLDING NOT “SUBVERSIVE™

~ The banks in town have done a good job

" of getting people all wound up sbout inter-

est withholding.
It's & master stroke. You can’t walk Into a
bank lobby in without seeing

thentuepetltlonmdntodxnanﬂaenﬂto
your congressman or senators urging repeal

of withholding.
And their customers are obediently filling
outthetomnsothebu:hemsendthem

'l'hesemthenmeb&tlutebmyou
when you give them your money to use. As
for a3 I'm concerned, whwn the banks say
they're looking out for me, I start cheeking
my pockets.

The interest and dividend withholding
fdea was part of the tax bill suggested last
year by President Resgan and adopted by
Congress. The whole package, which includ-
ed tax increases and efforts to improve com-
pliance, was an attempt to close the federal
budget gap, something the banks said they

The provisions require banks and others
to withhold 10 percent of the interest
earned in accounts that generate at least
$151 in annual interest.

Realize this: withholding is not a tax in-
crease for you and me.

We have been taxed on our interest earn-
ings for a long time. But what Congress
found was that 11 percent of the people
failed to report interest income, and 15 per-
oent failed to report dividend income. And

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120004-9



Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120004-9

S 3494

you can bet the non-reporters weren't the
ones with just meager savings.

Because it takes the tax money up front,
interest withholding is aimed at those who
have not paid their fair share. What we
keep hearing from the banks, however, is
that withhaolding is something subversive.

Withholding taxes from or savings inter-
est robs us of some of the benefit of com-
pound interest, the banks warn us. Defiled
by the government again.

I won't claim to be an average saver—I
don’t know what the average saver is—but I
do have interest-bearing accounts with a
money market and with a local savings insti-
tution. And I'll tell you what effect with-
holding would have had on me last year.

About $1.70 in lost earnings.

Those who have a tidy nest egg and are
earning $10,000 a year in interest on a
$100,000 acount may face a more significant
loss. But I can’t feel particularly sorry for
them. And I have better ways to spend my
time than petitioning Congress to get an
extra $1.70 a year. *

Yet Congress is listening. There already
are several bills in Congress this year to
repeal the provisions, including one intro-
duced by Springfield’s new congressman,
Dick Durbin. In fact, withholding is the
only subject about which Durbin has felt so
strongly that he’s introduced his own bill.

Durbin’s spokesman says the congressman
is for repeal because he believes the with-
holding provisions run counter to economic
recovery. They're a disincentive for saving
or investing, Durbin says.

Well, I'm sure not going to pull my money
out of an account because I'm not getting
an extra $1.70. What’s my alternative?
Spend it all and lose all the interest? Put it
in & mattress?

I think the real reason we're being asked
by the banks to get all upset about this is
because the banks don’t want to have to
deal with it.

They claim the program is onerous and
will increase their costs. The provisions of
the act, however, allow the banks to invest
the funds themselves for a month, keeping
the interest, before sending it on to the IRS.
Over the long term, that will more than
cover the cost-of setting up a withholding
system.

The banks say they want to protect my
right to control my money. I don’t think
they’re concerned about me at all—because
I'd rather pay the IRS a little at a time
than in one lump-sum next April 15.

{From the Washington Post, Feb. 21, 1983]
THOSE “UNTOLD BILLIONS”

What’s so wrong with asking people to
pay their taxes? Senate Finance Committee
Chairman Robert Dole posed that. question
the other day to leaders of the American
Bankers Association. It's a question that
needs a much better response than the cam-
paign of obfuscation and hysteria launched
by the bankers in opposition to the new law
requiring partial withholding of taxes on in-
terest and dividends.

The bankers know full well that the new
law will put no burden on any honest tax-
payer. No one is being asked to pay any-
thing he does not already owe. People who
are elderly or have modest incomes are
exempt. The interest lost from quarterly
withholding of taxes would amount to a
maximum of 50 cents a year on a deposit of
$1,000. Would that bank service charges
were so low.

But protesting bankers also know that it
is easy to confuse people about tax law
changes. So instead of preparing to put the
law into effect, they have bought ads, given
speeches alleging that Congress is “looting”
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savings, and mailed misleading fliers to
their depositors with form letters to con-
gressmen enclosed. .

Like most such tactics launched upon an
uninformed and frequently elderly public,
these have had their effect. The form let-
ters have poured into Congress. A substan-
tial number of senators and representa-
tives—who, alas, are frequently no better in-
formed than their constituents—are said to
be considering repealing the withholding
provision.

What prompts this disingenuous behav-
jor? Surely no real concern for the conven-
fence of depositors. As a matter of fact,
bankers opposed the exemption provisions
for elderly and low-income people when the
law was being drafted. What they really
appear to be worried about is their own con-
venience—and the prospect that withhold-
ing might scare off depositors with an incli-
nation to tax evasion.

Banks already send quarterly information
forms to the IRS on all dividends and inter-
est. Accompanying them with a 10 percent
fund credit would amount to no more than
the electronic equivalent of the flicker of an
eyelash. The cost would be minuscule com-
pared with the cost of having the IRS track
down and collect from each of the distress-
ingly large number of tax evaders. But the
banks would still have you believe that this
new chore would cost them and their de-
positors, as it is regularly said, “untold bil-
lions.”

But the thing about untold billions is that
the usual reason they are untold is that tell-
ing them would require using numbers with
several zeros immediately to the right of the
decimal point. Somehow a number like $.001
billion has a lot less impact. But speaking of
untold billions, you might want to remem-
ber that these bankers who now claim to be
80 concered about prudent operation are the
same ones who have been recklessly invest-
ing overseas and who would now like to
have government protection from the conse-
quences of their folly. Here the billions in-
volved are more unspeakable than untold—
and certainly uncollectable.

You might also remember, as Sen. Dole
has done, that banks now pay notoriously
low taxes. If Congress unwisely decides to
repeal the withholding provision, one very
good way to replace the $22 billion in
unpaid taxes that will be lost over the next
five years would be to repeal some of the
provisions that now favor banks over other
taxpayers.

[From the Los Angeles Times, Feb. 27, 1983]
LET'S GIVE IT A CHANCE

The U.S. government does better than
most when it comes to collecting taxes owed
it, thanks largely to the payroll-withholding
tax introduced 40 years ago. But not all
income is subject to withholding. Dividend
and interest payments, which last year
amounted to about $525 billion, have up to
now been exempt. The Internal Revenue
Service estimates that evasion of taxes due
on these earnings cost the Treasury $8.2 bil-
lion in 1981. In last year's tax bill, Congress
moved to round up some of that missing rev-
enue by subjecting interest and dividends to
10% withholding, beginning July 1.

At the same time, Congress provided cer-
tain exemptions so as not to impose hard-
ship on small investors. Taxpayers over 65
can avoid withholding if their 1982 income
was under $14,450 for an individual or
$22,214 for a couple. Those under 65 can
qualify for exemption if their 1982 income
was less than $8,000 for an individual or
$15,300 for a couple. There will be no taxes
withheld on accounts paying dividends or
interest below $150 a year. Finally, em-
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ployed persons who face dividend and inter-
est withholding can offset the new deduc-
tions by having less withheld from their
paychecks.

These exemptions, the Treasury says, will
exclude from withholding provisions fully
60% of those who receive interest and divi-
dend payments. They can also be expected
to reduce by about half what the Treasury
says it would be getting if it could be sure
that all taxes due on interest and dividends
were paid. Still, $4 billion in hitherto uncol-
lected taxes due is a worthwhile start.

Lending institutions have been lobbying
vigorously to get the withholding provision
repealed. They argue that the paperwork
costs for banks and corporations could run
as high as $1.5 billion a year, with those
costs passed on to investors in the form of
service charges and lower yields. The Treas-
ury responds that the real cost of withhold-
ing would in fact be only about one-tenth
that figure, meaning a highly favorable rev-
enue-to-cost ratio—$4 billion raised on $150
million spent—of 25 to 1. Further, the
Treasury says, the interest lost by investors
on withheld money would be very small.

Equity pretty clearly requires giving the
new withholding plan a chance. Payroll tax
withholding is a proven means for assuring
that taxes due are paid. The same rule
ought to be applied to dividend and interest
income to narrow the opportunities for tax
evasion. If experience shows that the costs
of complying with the new law are exces-
sive, then revision or repeal should be con-
sidered. Until that can be demonstrated,
Congress should stick with the decision that
it made last year.

{From the New York Times, Feb. 24, 1983]
Po1SON PENS AND A SENSIBLE TAX

There's no precedent for the deluge of
Congressional mail that the banks have
stirred up against the new tax withholding
from interest and dividends. There’s also no
sound reason for it; it should all be forward-
ed to the dead letter office.

The campaign is financed and orchestrat-
ed by the American Bankers Association. It
is flooding its thousands of members with
propaganda to féed to their millions of de-
positors. For instance, along with their Jan-
uary statements some customers received
printed postcards addressed to their two
Senators, ready to sign and send. Anyone
needing a stamp was invited to “bring this
card to the bank.”

Withholding on interest and dividend pay-
ments was part of last year’s $99 billion tax
bill. Effective July 1, 10 percent will be
withheld from each payment. This is not a
new tax; interest and dividends are already
taxable as ordinary income. Neither is it a
gross imposition on the banking system, or
an unfair penalty on honest taxpayers, as
some insinuate. It is simply an effort to
catch the cheaters who now escape paying
tax on $30 billion of legitmately taxable
income.

The banks are understandably agitated
because the voluminous paperwork falls to
them, along with all the grief they will get
from grumbling taxpayers. But this burden
has its reward. The banks get free use of the
withheld funds for a month before they
must turn them over to the Treasury.

There are two other anti-withholding ar-
guments that appear to make sense, but nei-
ther bears scrutiny. First, it is said that
withholding deprives taxpayers of earnings
that they would be saving or investing to
earn more money. That's true, but the loss
is small. An example: the annual compound
interest on a $1,000 savings account paying,
say, 9 percent is little more than $90. In the
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course of & year, withholding would take
about $9. If the withheld funds were left an
deposit, they would earn less than 50 cents.
That’s not much of a loss. Moreover, most
elderly and low-lnoome taxpayers are
exempted.

The second argument is that withholding
is umnecessary; the Internal Revenue Sery-
ice slready gets reporis on dividends and in-
terest from the corporations and financial
Institutions that pay them. That’s true for
securities and bank actounts with the
owner’s name on fhem, but not for “bearer”
securities registered n no name. In any
case, it’s impossibie for the IL.R.8. to match
each dividend or interest report with sach

taxpayer’s return. Withholding what's owed .

,currently is surer, swifter and easier than
trying to track it down afterward.

The ome fa favor of withholding is over-
whelming. The Government, faced with
gaping deficits far into the future, peeds
more revenue. Withholding will yield reve-
nue that is already owed. Without it, some
other tax wouid be necessary. Senator Dele,
the wily chajrman of the Finance Commit-
tee, suggests it might even be a tax on
banks. Now isn’'t that an interesting
thought?

[From the Charleston Gazette, Charleston,
© _W.Va, Feb. 3, 19831
Bank SMOKE BerEEN ’ :

The Nxtion’s financial institutions have
initiated a mammoth campaign. to influence
Congress t0 repeal, before it ever takes
effect July 1, the withholding on ihierest
and dividend income liw enacted last year.

Members of the House of Representstives
and Senate are being swamped with Yetters
and postcards from irate depositors and in-
vestors. Seme lawwmakers are recelving as
many as 1,000 pieces of mail a day

requost-
ing rescission of the withholding law, if |

news reports are correct. )

Congress commits untold follles, but
surely it will have the sense not to aymul,
leas than a year after passage, legislation
:ha}fhuneverb’eendvmlchmoewm
tself.

Comtrary to claims from bankers, it wasn't

to hurt small investors and small depesi-

Indeed, depositors
making Jess than $100 annually in interest
won’t have the 10 percent withheld fvom
their acoount, if they choose to apply for an
exemption from the plan.

The lstter was austhorized to make it more
difficult fer tax scoffiaws to evade their
civic responsibility. The Internal Revenue
Bervice is convinoed that today huge sums—
billions of dollars—owed the government
aren’t paid.

Sponsors of repeal say that the law will
penaligse the law-abiding and that the feder-
al goverament currently receives sufficient
information to preveat
cheating on their income tax. Sponsors
imply that only the investors with small
savings or holdings will suffer, since they
won’t be able to put all their money to work
earning compounded interest.

When bankers begin braying about the
little depositor are the Mon and the lamb
living together or is history being stood on
its head? History, we we may be certain, is
being stood on it's head. Bankefs don’t
worry about the little depositor nearly so
much a8 they worry about the sums which
for the bank are earning considersbly more
money than they're esarning interest for
small deposibers and which, once the with-
holding law is effective, will be forked swer
to the IRS. .

The withholding law should be permitted
to prove itself. Are vast amounts of taxes on

Amerieans from -
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interest and dividends owed to the federal
government not being collected? The with-
holding law ought to answer that question
and ought to remain in foree until the ques-
tion is answered. . .

{From The Baltimore Sun, Feb. 11, 1983]
Avast Ovr WITHHOLIING

A groat alarm has been ssunded over the
law enacted last year requiring banks and
other financial institutions ¢e - withhold
taxes on interest and dividends owed to the
government by their customers. The banks
say it will be a nightmare to administer
(mostly because of exemptions that protect
old and yoor people). They say their com-
puters will have to be reprogrammed and
that their emplayees will be forced to use
expensive time explaining this whole busi-
ness to savers. Some individual taxpayers
complain ‘that the law Is unfalr and it will
cost them money to have their taxes with-
held. Much of the alarm, we suspect, is ex-

aggerated.

Those people who Think it &8 wreng for
banks to act as tax collectors need look no
{further, than the millions of employers who
withhold taxes for the government. Or, the
gas stations that collect taxes on gasoline,
or the retail stores that collect sales taxes.
‘That’s been going on for decades, and it has
proved an efficient metivod of making sure
the taxes are paid.

Some people are afraid they will be de-
prived of interewt earnings by paying the
government quarterly rather than at the

end of the tax year. The Treasury Depart-’

ment has prepared a chart showing

exactly
how much a citizsen might lose. If he has

$10,000 in & savings account eaming 12 per-
cent interest on December 31, 1983, he
would lose a little over $5 in compounded in-
terest by the end of 1984. That’s a loss of 50
cents on every thousand.

lose the 50 cents. They just have to ffll out a
simple form.

The banking industry has & different com-
plaint. It I8 true the banks must

and invest it te pay
ployers can’t do that. .

The issue underlying this
noncompliance with the tax
studied the question for a decade

g
:
;
i
|
|
H

g

ernment, over the next five years,
trieve up to $200 billlon that would be
without this measure. And, re

[From the Cincinnati (Ohio) Post, Feb. 3,
19831
BANKTR’S CLODT
A useful and important tax reform, re-

quested by President Reagan and passed by -
Congress

last summer, is in danger of get-
ting torpedoed by a powerful special-inter-
est lobby. )
The measure, if it survives, will require
banks and corporations on July 1 to start

583
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withholding 10 percent of most interest and
dividend payments. It is designed to lift gov-
;hmt revenus by discouraging tax eva-
n v
The Treasury estimates that 15 percent of
taxpayers “forget” to declare what they owe
on dividends and interest, costing the gow-
erament an estimated $3 billion a year,
Claiming that it would be burdened by pa-
parwork, the banking ipdustry fought the
bill from the start. Bven when it wag given
free use of the withheld money for 30 days
$0 cover costs, it remained opposed.

ters are pouring iato congressional offices,
and 320 representatives and 34 senatoss
have sponsored a repeal bill.

to
treat dividend and interest income more fa-
‘vorably than work income and shield it
?romtautlon.

[From the Washington Post, Feb. 8, 1983}
A MxssAGE FROM THE BANKS -

celved last month from your bank or savings
institation brought with it & special message
of voncern. The

Perhaps you overiooked this message be-
cause it arrived in an envelope stuffed with
other communications ting the many
new services that your can now pro-
vide. Thanks to modern electronics, banks
will now be pi to shift your money
back and forth ng different types of ac-
counts, calculate your meerued intevest or
account balance at & moment’s notioe and
meet your banking needs day and night
through sutomated tefiers.

You might think that al! this automation
would make it easy for financtal institutions
%o give Uncle Sam a helping 'hand in coltect-
Ing the taxes he is owed. After all, employ-
ers have long been performing the far more
complicated job of withholding taxes on
wages pald, and you don't hear either com-
panies or workers complaining., But to hear
the banks tell it, this new requirement will
impose a crushing burden on their oper-
ations and will discourage needed invest-
ment.

“Your suspicions about these claims will be
‘Increased when you realize that, to help
cover the cost of introdueing withholding,
banks will be allowed to retain withheld

is required
earning less than $150 in interest or on
those held by elderly people without sub-

one-hundredths of one percent,
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This is not a new tax. It is simply a way
for the Treasury to collect taxes more
promptly and more completely. It will
impose no intolerable inconvenience on
either you or yeur bank, and it will help the
economy by reducing the annual budget
deficit by several billion dollars.

All of this being 80, you may wonder what
the bank or savings institution is really
saying in its message. Could it be suggesting
that the only reason you entrust it with
your savings is that you think you can hide
that interest you earn from the tax collec-
tor? We trust that isn’t so. And we hope
that if you write your elected representa-
tives it will be to say that you support this
way of making sure that everyone pays his
fair share of taxes.

Mr. DOLE. 1t is obvious that one
reason for the bankers’ rush to vote on
withholding now is that many of them
may soon be in an embarrassing posi-
tion. In fact, I think that was reported
today in a story in the New York
Times, but they are now beginning the
process of mailing exemption forms to
their customers, as indicated in a
recent article in the New York Times.
Some bankers may be caught because
they have .been telling these people
about all this complicated redtape,
how they are going to get all this com-
plicated redtape, and all these people
.are going to mail out 8 million of these
‘W-6 forms to all their people with sav-
ings accounts, and they are going to
find out it is not complicated at all.

In fact, it might be well just to read
into the REcorpD the comments that
appeared in the New York Times on
March 17 of this year. It says:

BANK By MaI1L

The nation’s banks are waging all-out war
against tax withholding on interest and divi-
dend payments. They are stuffing anti-with-
holding fliers in their customers’ monthly
statements, along with postcards for them
to sign and send to their senators demand-
ing votes for repeal. Legislators are even
complaining that the bank mail volume
makes it impossible to locate letters about
other matters.

The banks argue that withholding will
create an administrative nightmare—confus-
ing customers, intimidating the elderly and
people with low incomes who qualify for ex-
emption, forcing them to reveal personal in-
formation about themselves.

it’s instructive, then, to take note of an-
other kind of bank mailing currently going
on all over the country—to stockholders of
American corporations, even bank corpora-
tions. The banks that handle the corporate
dividends are mailing shareholders simple
forms to file if they qualify for exemption
from withholding—as they are required to
do by the hated law.

This is all they have to do, this is
that complicated form we have been
hearing about in all the bankers’ ads.

One check-mark and a signature are all

they require before being mailed back to the ‘

bank.

So you sign your name and make &
checkmark. It might take 30 seconds if
you work at it. There is nothing com-
plicated about that. The story goes on:

Nothing complicated about that; no se-
crets revealed. It’s almost as if the banks
were trying to help make withholding work
smoothly, as well they should. :

That makes the point.
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The W-6 form is what they are mail-
ing out and, of course, it is not compli-
cated. But, you see, the banks are in a
bind now because they have been tell-
ing people about all this complicated
redtape, all this Government redtape,
Government intrusion, and all the
time they have got people in their
banks whose wages have been with-
held for the last 40 years, 20 years or
30 years or 5 years, depending on how
long they have worked there, and I do
not suggest that they are telling all
these people that we ought to repeal
withholding on wages and salaries. 1
have not heard from a single banker
who wants to repeal withholding on
wages and salaries. That is earned
income. They just do not want any
withholding on unearned income.

Again I want to underscore that it is
not a new tax. I notice the distin-
guished Senator from Wisconsin has a
little mailer of his own which goes on
to say that we have to repeal this new
tax. The Senator from Wisconsin
knows it is not a new tax. The bankers
know it is not a new tax. But if you
write and tell them you are going to
have a new tax they will say, “We are
opposed to it.” But if you write to
somebody and say, “Do you think you
ought to pay your taxes?’ They
answer, “Yes, we ought to pay our
taxes.” - But somehow 20 million
Americans do not, and fail to report
their dividends and interest income.
Some of them do not report any at all.

Some of it is because of errors and
some is willful evasion. But we are not
here to argue that point. We are told
we can quarrel about the IRS and
quarrel about Treasury figures. We
are talking about $11 billion over the
next 3 years from lost revenue. Again,
to the Senator from Montana's credit
he recognizes that. It is one thing to
stand up and say, “Repeal withhold-
ing.” What do we do about the addi-
tion to the deficit?

We are told we ought to bring defi-
cits down, bring interest rates down if
we keep the deficits down. I do not
want to add $20 billion to the deficit
over the next 5 years, and that is what
we do if we repeal withholding unless
we replace it with other revenue or
some spending cuts. I have yet to hear
a single proponent of repeal of with-
holding stand up and say:

OK, the Senator from Kansas is right. We
are going to lose so many billions of dollars,
and this is how I suggest we get it.

We get it through new taxes. We get it
through new spending. We take away the
tax cuts for the working people in the third
year of the tax cut. We defer indexing.

It seems to me, once we understand
what the options are, unless we are
going to have it both ways, as some
would have it, then I think we have to
be very careful in what we do.

The Senator from Kansas has talked
about the W-6 form, the so-called
complicated redtape that the banks
and the S&L’s advertise. The credit
unions, I must say to their credit,
make only one mistake in their little
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postcard by calling it a tax. They know
it is not a tax. But, beyond that, they
have been fairly circumspect in their
lobbying efforts as has, I might say,
the savings and loans league.

But even if the banks did not fill in
advance the name and address and the
account number, which they do when
they mail it out, you would have to fill
out the name, address, city, State, ZIP
code, and account number, and make
one check and sign your name. And it
is a permanent exemption. You just
say:

. My tax liability for last year was $600 or
eSS.

If that is the case, you are exempt.

.I am 65 or older, and my tax liability for
last year was $1,500 or less.

You are exempt.

My spouse and I filed a joint income
return for last year, and our tax liability
was $1,000 or less.

You are exempt.

I or my spouse or both are 65 or older, and
we filed a joint income tax return last year,
and our tax liability was $2,500 or less.

You are exempt.

I was (we were) not required to file an
income tax return last year.

That is all you have to check. If you
fit in any of those categories, you
make one check. You do not even say
which one, so you do not reveal any-
thing about yourself. You say that in
one of those five instances you are
exempt. You make the checkmark.
That is all there is to it.

Let me say that the President of the
United States is not known to be look-
ing for more ways to interfere with
the lives of the American people. I
think we have had a lot of good regu-
latory reforms. This change was in the
President’s budget for 1983. The Sena-
tor from Kansas and others talked to
the President directly about withhold-

ing interest and dividend income. We

knew how it would create a firestorm,
but never in our wildest dreams did we
believe they would cook up something
in a closed room and pay people $25 to
do sort of market testing on what to
say to stoke a rebellion of their deposi-
tors. And they have been successful.
They have been successful.

Every office in this Congress is filled
with postcards. Some may not have
been mailed by the people whose
names appear thereon, as is evidenced
by the letter I have from the gentle-
man from Chicago. But somehow we
have a lot of mail to answer. We esti-
mated in our office that it is going to
cost the taxpayers $300,000 just to
answer all the postcards that have
been sent in by banks, S&L’s, and
credit unions. In addition, you have to
put on more personnel.

Someone said, “Don’t answer your
mail.” If you do not, people will write
back and say, “Why don’t you answer
your mail? If you say the banks are
wrong, what is your reply’’?

So we are in the process, in my
office, of writing two-page letters, with
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enclosures, to everyone who has writ-
ten us about withholding. Right now'it
is about 500,000 letters. We are up to
20,000. We have answered 20,000. They
are coming in, the mafl has leveled off,
but the rate I think is still about 2,000
a week a week ago, but it 1s beginning
to drop off. .

I know the Senator from Montana
has no intention of withdrawing the
amendment. I will, at the appropriate
time, or the majority leader will at the
appropriate time, offer to table the
amendment so.that we can get on with
social security. I make a plea to the
American Bankers Association. I know
of no one in the Senate unwilling to sit
down with representatives of the
American Bankers Association, but I
know of no one in the American Bank-
ers Association who even wants to talk
about withholding. .

I hope some of the bankers scross
the country will take a look at some of
the ads and some of the campaigns
that they have been paying for: I
assume they have been paying for,
somebody has been paying for them. I
do not know how many millons of dol-
lars it is, when you add the cost of
postage. And most banks pay the post-
age. Most postcards and all the mail
we have received was paild for by
banks and in some cases run through
their meters. So I do not imagine any-
body who malled in any card is out
any expense.

But when you run ads that say,
“Ten percent of your money s going
to dissppear,” which is an ouWwight
misstatement, I can understand why
you might excite the fears and emo-
tions of somebody who is 85 or 35 or 25
years of age. . S

I would just remind my colleagues
that this is the President’s budget for
fiscal year 1988. This is where withod-
ing came from. It was not plucked out
of the sky. '

It has been recommended by Presi-
dent Franklin D. Roosevelt, by Presi-
dent Kennedy, by President Nixon, by
President Ford, by President Carter,
and by President Reagan. You anay
not like any of them, but I have to be-
lieve that, overall, they were trying to
do what they could to make certain
that people who owed taxes paid their
taxes. It was not in any President’s in-
terest to take on the banks of America
or to take on the savings and loans,
nor was {t in President Reagan's inter-
est t0 do that and that was not the
purpose of suggesting withholding.

We are told by the IRS Commission-
er that there is gtill $100 billion out
there in taxes not being collected, and
much of it in the private sector. Yes,
some 18 in drugs and some is in prosti-
tution and some in gambling, but the
large part of it is in the private sector.

If we had that $100 billion right
now, we would not have the deficit we
have and interest rates would be a lot
lower. But we do not collect all of our
taxes, and we never will.

I would again refer to the Time Mag-
azine story today. On the cover of
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Time Magazine, it.says, “Tax Cheat-
ing, Bad and Getting Worse.” As the
article peints out, it is getting worse.
And why i3 it getting worse? Because
80 many people do it and they are not
caught, so other pedple do it. I do not
know where it is going to stop.

The compliance rate for people out

there working for a living is 99 per-
cent—99 percent. The compliance rate
for interest and dividends is around 86
percent. Now, why should this not be
99 percent? It is not 89 percent.
* Somebody was quoting a study. It
was not a study based on compliance
on interest and dividend inoome. It
was only a study. If you met three con-
ditions, the rate was 97.86 percent. I
will recite that for the Rxcorp in a
moment. .

I do not particularly enjoy railing at

the banks. I would like to pass the

social security bill. The Senator from
Kansas spent a year on the Social Se-
curity Commission along with the Sen-
ator from New York. We have had
hearings In our committee. It has

" passed the committee by a vote of 18

to 1. The chairman of the House Ways
and Means Committee and the chair-
man of the subcommittee, Congress-
man PICKLE, did an outstanding job,
along with Congressman ComasLx and
others, of getting the bill passed
through the House, with the Speaker’s
assistance. And we had a lot of very
touchy issues in social security. We
have some left. The Senator from Lou-
isiana wants to delay bringing in Fed-
eral employees & year, which is an-

"other way of not bringing in Federal

employees at all. That is going to be a
‘hotly contested amendment.

I do not know why we have to spend
2 or 3 hours or 2 or 3 days debating
withholding again. As
from Rhode Island just pointed out,
we Just finished that debate last week.
I do not really believe it is in the inter-
est of the bankers of this country ¢o
hold up every piece of legislation, to
hold legislation hostage, to hold the
next plece of legislation hostage until
we just cave in to the bankers.

The Senator from Kansas has no in-
tention of doing that. The Senator
from Kansas may lose, but if I
thought I was mistaken or if I thought
this was a new tax or if I thought we
were penalizing senior citimens or the
handicapped or low-income Americans,
then I would be on the side of the Sen-
ator from Montana.

But this may be an irritation to the
banks. They do not like it. They do
not have to like it. They have a right
to oppose it. -

But I wondered what had happened.
We passed this last August. We did not
hear a word in September, October,
November, or December. It was not
until this massive campaign of decep-
tion was unleashed, in January, that it
really started to hit us in February.

This study, the IRS atudy, reports a
high compliance rate of 97.3 percent
where information returns were
matched against selected individual

-
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tax returns. That is the story we get
from a lot of people. “Why don’t you
Just match that 1089 against the tax-
puyers, then you don't lose any money
at all?” )

Believe me, if we could figure out
any way to do that, the Senator fram

as would drop this whole thing
like & hot potato. But I have not been
convinced, and the IRS says it is mot
feasible. The 97.3 percent study that
has been quoted om this floor cannot
be extrapolated to all interest and divi-
dend payments because the study ex-
cludes—here is what the study ex-
cludes—the estimated 5 million bo 6
million individuals who do not file in-
dividual tax returns, taxpayers who
fail to supply correct identification
numbers to financial institutions, and
taxpayers who fatl to0 supply correct
{dentification numbers to the IRS.

We have a 97.3 perdent compliance,
excluding all these things.

This is why the Treasury and the
Joint Committee on Taxation estimate
that the local compliance rates of in-
terest and dividends van only be sub-
stantially improved by the withhold-
ing system. Indeed, the joint commit-
tee estimates of revenue losses from
withholding would be $11 billion in
Tiscal 1984 through 1986. They take
into account the improved compliance
which result from the major improve-
ments in information and reperting
passed In 1982,

I would assume the amendment of
the Senator from Montana does not
mean we will have withholding next
January. Have the bankers said, “OK,
Just get this amendment and we will
ttg to help the Government collect

“."

Mr. MELCHER. Will the Senator
yield? ,

Mr. DOLE. Yes.

Mr. MELCHER. I think I have made
it clear that it is the bankers and tax-
payers in Montana who are talking to
me. I would not prejudge the action of
the Senate or the House, the final
action of the Congress, on this propo-
sition. I simply believe that it is really
getting around to the point where
people are beginning to wonder wheth-
er this is the imposition of another
layer of bureaucracy or whether 1t is
really worth it. I think the question is
here in the Senate and I. hope the
amendment carries 80 that we will
have time between now and the end of
this session of Congress to properly
debate it, the same as happened in the
House. i

Mr. DOLE. I might say I am waiting
for the majority leader to arrive, .

I would say that few of the Members
of Congress who were concerned with
the proposal to withhold tax on divi-
dends, interest, and patronage re-
funds, contained in the Revenue Act,
and this is going back to 1962, realize
that their predecessors in Congress
100 years before wers debating similar
legisiation.
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Early in the Civil War, the Revenue
Act of July 1, 1862, was enacted. This
act for the first time in the history of
the Federal Government applied the
principle of tapping revenue at the
source, which had first been used by
the British in 1803.

The law imposed a tax of 3 percent
on salaries and other income over $600
*.and under $10,000, and 5 percent on
income over $10,000. The 3 percent tax
was also levied on certain corporation
dividends and interest. Applying the
withholding system for the first time,
the bill required that the 3 percent tax
on salaries received by all persons in
the civil, military, and naval services
of the United States—including Sena-
tors, Representatives, and Delegates in
Congress—after August 1, 1862, was to
be withheld by all paymasters and
other Government disbursing officers
at the time of paying the salaries.

The disbursing officer was also re-
quired to “make a certificate stating
the name of the officer or person from
whom such deduction was made, and
the amount thereof, which shall be
transmitted to the office of the Com-
missioner of Internal Revenue, and en-
tered as part of the internal duties.”

That is pretty much about the 1976
form. Maybe that is where Don Regan
thought of that.

The withholding system was also ap-
plied to the tax on interest and divi-
dends paid by all railroads, banks,
trust companies, and fire, marine, life,
inland, stock, and mutual insurance
companies. These companies were re-
quired to withhold the tax of 3 per-
cent on all money paid out as interest
and dividends, and pay it to the Gov-
ernment. A $500 penalty was provided
for failure to render the return and
pay taxes withheld when due.

That was 1862 when we first enacted
withholding.

The act of June 30, 1864, enacted be-
cause of the increased necessity for
war revenue, increased the 3 percent
tax 6n income up to $5,000, and on in-
terest and dividends paid by banks,
railroads, insurance companies, and so
forth, to 5 percent. Deduction of tax
at the source was also extended to in-
clude a 5-percent tax on the interest
and dividends of any canal, turnpike,
canal navigation, or slack-water com-
pany. Paymasters were required to
withhold 5 percent on salaries of Gov-
ernment employees over $600.

Company engaged in slack-water
navigation -would dam or impede a
stream by erection of dams or locks to
produce stretches of deeper water for
navigation, in case anybody has a deep
interest in that.

The withholding of tax on salaries
of Government employees, and on in-
terest and dividends continued until
the end of 1871, as the Revenue Act of
1864 expired by limitation in 1872.

This brief and very limited applica-
tion of the stoppage-at-source tax
principle is of great significance in the
development of the present tax
system, which relies heavily on tax
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withholding as a means of revénue col-
lection.

The Revenue Act of July 1, 1862, has
been called the basis of the present in-
ternal revenue system, both as regards
objects taxed and organizations for
collecting the taxes. It is interesting to
note that this act also provided the
first use of tax withholding in this
country, and proved the value of this
method of tax collection.

I am reciting this so that we know
this is not something that just hap-
pened or just been talked about. It was
around long before the President put
it in his 1983 budget.

WITHHOLDING AGAIN USED IN 1894

The act of 1894, based almost entire-
1y on Civil War legislation with a few
important exceptions, also contained
provisions for withholding. Again, tax
was collected at source on certain cor-
poration dividends and on the salaries
of Government employees. Students of
the tax system have noted that an ex-
tension of the withholding system at
this time would have been a powerful
check against evasion.

THE 1913 INCOME TAX LAW .

The 1913 Income Tax Law, enacted
October 3, 1913, saw the most exten-
sive application up to that time in this
country of the collection-at-source
method. The principle of stoppage at
source, used so successfully in Eng-
land, was applied wherever possible, to
secure maximum revenue and to pre-
vent evasion.

The normal tax on individuals was

to be collected at the source as far as
possible. A corporation, employer, or
other source of income was required to
deduct the tax and pay it to the Gov-
ernment, provided the income was reg-
ular, definite, and amounted to $3,000
or more. Interest, rent, salary, or any
other form of fixed annual income was
covered by withholding.
- T can debate this in greater detail if
it would become necessary, but I
would hope that now that we have an
agreement to debate this fully we
might get on with the business at
hand. When the majority leader comes
to the floor I am suggesting that we
can move to table the amendment.

I yield to the Senator from Utah.

Mr. GARN. 1 thank the Senator
from Kansas.

Mr. President, I rise in opposition to
this amendment. It is not because I do
not agree with the substance; I do. But
I think that the patience of the
Senate is worn rather thin when we
continue to go over and over on
amendments that are not germane to
the Senate.

Last week I supported Senator
KasTeN. I voted against cloture on the
bill, on the jobs bill. I voted for cloture
on the Kasten amendment.

I am in favor of repeal. I disagree
with the Finance Committee chair-
man. I am in favor of repeal of with-
holding, totally. I will so vote when
that opportunity comes up.

The reason I rise in opposition on
the floor is the procedure. It is not
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that the distinguished Senator from
Montana is violating any procedures.
He is totally within his rights to do as
he is doing. But the reason I voted
against the Senator from Kansas and
with the Senator from Wisconsin is be-
cause we had no guarantee as to when
we could fully debate this issue and
come to a decision. But we got that
guarantee. There is a bill that will
come up on April 15. The Kasten
amendment is already attached to
that bill. The distinguished majority
leader will facilitate that being
brought up on that date. And if a clo-
ture petition is necessary, he will make
certain that the Senator from Wiscon-
sin is able to file that cloture petition.

Those of us who are opposed to
withholding will have our day in court.
We will have our opportunity to say
why we think it Is wrong, why it
should be repealed, and we shall find
out who wins on the floor of the
Senate—whether it is the Senator
from Kansas or the Senator from Wis-
consin. Again, I shall support the Sen-
ator from Wisconsin.

But, after delaying the jobs bill for 3
or 4 days last week, now to do it again,
I think, is wrong. It would be different
if we did not have that guarantee of
this being debated on the 15th of
April. Then I would be supporting the
Senator from Montana. But we were
able to get a cooperative agreement
where we could.do that.

Mr. President, I want to make it very
clear on the issue: I am opposed to
withholding. I shall vote for repeal
when that opportunity arises. But I
am opposed to once again bringing it
up as a nongermane amendment on
social security. We have an agreement.
We ought to abide by it. We ought to
be willing to debate it on April 15.

I thank the Chairman.

Mr. DOLE. Mr. President, I thank
the distinguished Senator from Utah.
I regret that he will support repeal. I
want to assure him that it is not a con-
test between the Senator from Kansas
and the Senator from Wisconsin. If it
is a contest at all, it is a contest be-
tween the President’s budget recom-
mendation for 1983 and those who
oppose it.

The Senator from Kansas feels
strongly that withholding is the right
way to collect tax on interest and divi-
dend income. I do believe, as the Sena-
tor from Utah pointed out, that this
would be a proper debate, had we not
had an agreement, to put the repeal
amendment on the reciprocity bill.
There is no doubt in my mind that
sooner or later, there is going to be a
vote on the repeal of withholding in
the Senate and in the House. I assume
if the repeal of withholding gets a ma-
jority in Congress, the President will
veto it and it will come back and we
shall vote on whether to override the
veto.

That is probably the procedure we
are going to have to follow. Neverthe-
less it seems to me there ought to be a
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full debate. Those who favor withhold-
ing, including the President of the
United States, ought to have some op-
tions, either to amend or modify the
simple repeal amendment or in some
other way pick up the revenue or eut
spending.

1 do not really know what will be
gained by holding up the social secu-
rity bill. The eritics of withholding
should have had enough of trying to
deceive the American people. They
have been effective.

I assumee there is a Jot of grassroets
misunderstanding. The Senator from
Kansas had a lot of mail from his
State indicating, “You have gone too
far on this omne. I do not care whether
President Reagan is for it, you are for
it, or T1r O’NzILL, you have gone too
far.” Then they want to tell me about
this new tax on their interest income.

Some go s0 far as to say it is uncon-
stitutional to collect taxes on intesest
income, Those are some of the people
who have not paid their taxes on their
interest income or on their dividend
income.. . '

I do not know what the answer is. If
we just keep taxing the middle class,
Just keep taxing the workers, and do
not bother anybody else, if we just
keep taking it away from the workers
to pay for all the extravagances and
excesses in Government spending then
we have reached a gorry state of tax
policy. .

This Senator belteves if we are going
to have fairness, we ought to have it
up and down the lne.

Mr. MELCHER. Would the Senator
yield briefly? '

Mr. DOLE. I just want to have print-
ed in the Recorn a letter from the
American Councfl of Life Insurance in
which they reiterate thelr support for
the withholding provision in the Tax
Equity and Fiscal Responsibility Act. I
ask unanimous consent that that be
done, Mr. President.

There being no objeéction, the letter
was ordered to be printed in the
Rzcorp, as follows:

AMERICAN COUNCIL OF LIFE INSURANCE,
Washington, D.C., March 14, 1983
Hon. Ropart DoLs, .
Chairman, Committee on Finance, U.S,
Senate, Washington, D.C.

DxAr MR, CHAmMAN: I wish to reiterate

the support of the American Council of Life

ce for the withholding provisions of
the Tax Equity and Piscal Responsibility
Act of 1983.

The 97th Congress adopted these with-
holding provisions to ensure the collection
of a substantial amount of taxes that might
not otherwise be collected. Adequate safe-
guards were provided for small investors
and our older citizens. The provisions deal-
ing with withholding on interest and divi-
dends are a key part of TEFRA and the rev-

and urged that any efforts to repeal signifi-
cant portions of that law be defeated.
Sincerely,
RICHARD 8. SCHWEIKER,
President.

b
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‘Mr. DOLE. I have a letter from
Common Cause. I shall read just a
portion of that letter and ask that it
be made a part of the Rxcorn.

The first two months of the 93th Congress
have witnessed the introdmction of hun-
dreds of bills to cveste new tax preferences
and expand existing ones. Certatnly such
proposals are not unusual in the opening
weeks of a session. However, they symbolize
& regrettable retreat from the exmmple set
in last year's tax Act, which eliminatéd sev-
eral tax preferences and restricted & number
of others. Even worse are the spe-
cial interest attacks on one of the 1982 Act’s
most important provisions, which would im-
prove taxpayer compliance through with-
holding on ‘interest and dividend income.
Common Cause -strongly urges you to pro-
tect this feature of the Aet, and to continue
the work begun last year to reduce inequita-
ble tax preferences.

That is the general thrust. I think it
is worth noting.
The letter continues:_

Common Cause is especially concerned

with current efforts to repeal withholding
on interest and dividend .
{0 the Joint Committes en Txxation, with-
holding will raise nearly $30 biiilon ever the
next five years and increase taxpayer com-
pliance on ipterest and dividend income—
compliance that is now less than 90 percent,
compared to 99 percent for wage income.

Withholding is fustified. It treats interest
and dividend imoome in the same manner as
wage income by withholding taxes at the
source, as income is paid, rather than col-
lecting them at the end of the yesr. It also
promotes equity among inoome groups be-
cause those who receive substansial interest
and dividend income are disproportionately
upper-income taxpayers.

I might also state we now have end-
of-the-year withholding on interest
and dividend income.

It goes on to say, “Unfortunately”—
and I think it is unfortunate—

Unfortunately, finameial institutions are
trying to frighten Americans into opposing
this equitable .instrument - of compliance.
Unwilling to help the government eollect
taxes—a respongibility most employers and
:mncmm have shouldered for decades—fi-

Ricorn, although it will not show
in the Recorp the way it did in all
newspapers: around the country. You
can read “DIS,” and you
“APP,” but you ¢cannot read “EAR.”

That is going to scare anybody, to
say 10 percent of their money is going
to disappear. I imagine a lot of people
would reach for their pens to write
their Congressmen a lefter. Common
Cause continues:

They have implied that withholding will
deprive depositors of substantfal income
beyond what they already owe the govern-

. ment, and may even drive them to financial

1t is not Senator DoLx suggesting it
is not true. This is an
outside group saying it is not true.
And it is not true, - :

The letter continues:;
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The Treasury has estimated that the
actual cost of withholding to taxpayers—the
loss of compounded lmqrut—wln be one-
half of one pereent of the interest they
would otherwise have earned, or about 350
cents on a $1,000 account,

I ask unanimous consent that the
entire Jetter be printed in the Reconp,
and the advertiserent I mentioned.

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

. n Causz,

Comuo!
Washington, D.C., March 9, 1983.
DxAR SENATOR: The first two months of
the 98th Congress have witnessed the intro-
duction of hundreds of bifls to ereate new
tax preferences and expand existing ones.
Certainly such propesals ave not unusual in
the opening weeks of a session. However,
they symbolize a regrettable

the powerful specisl interest attacks on one
of the 1982 Act’s most ns, |
which would improve taxpayer cemmpdlance
through withholding on interest and divi-
dend income. Common Cause strongly urges
you to protect this Seature of the Act, and
to continue the work begun last yesr to
. reduoce inequitable tax preferences.
numlmmnmmmm
Dreferences are & costless way of achfeving
government objectives, reduee rev-
enues and cause much of the mequity tn the
tax system. Therefore, must care-
fully acrutinize all new tax

with resulting revenue losses reviewed peri-
odically and recovered: vhere if growing
deficits are to be contatned. .
Common Cause supbofts changes in the
federal tax system that would broaden the
tax base and greatly reduce the number of

tax preferences. Last year'’s tax Act—the -

Tax Equity and Fiscal Ri ty Act of
1982 (TEFRA)—made impartant progress in
this direction. While it &id not solve all of
. the tax system’s problemns, it did restrict
several of the most Inequitable fax prefer-
ences. In doing so, the Act has slowed the
steady erosion of the tax base and accretion
of deficits that previous ta; par-
ticularly the 1981 tax Bill exacerbated.
In addition, several important features of
the Act have encouraged greater compli-

have escaped fair share
through the use of tax 4 or receipt of
non-wage . Together, these provi-
sions constituted an important first step in

rebuilding a tax system £oo often perceived
as benefiting the wealthy and influential at
the expense of the average taxpayer.

Unfortunately, there is a danger that Con-
gress will ignore the change of direction
that TEFRA held out for the public. Al-
ready, legislation has been introduced to es-
tablish new tax breaks for fraternity
houses, firearms purchases, retirement
income, domestic automobile purchases,
gambling income, fire stock pur-
chases, and cigarettes. has also
been introduced that. i expand an ex-
Isting tax break by shortening the holding
period for long-term capital gains. These
tax breaks are directly antithetical to the
bhilosophy embodied in TEFRA: that we
should help to reduce déficits by improving
tax compliance and tax prefer-
ences. Congress should not retreat from
that philosophy.
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Common Cause is especially concerned
with current efforts to repeal withholding
on interest and dividend income. According
to the Joint Committee on Taxation, with-
holding will raise nearly $20 billion over the
next five years and increase taxpayer com-
pliance on interest and dividend income—
compliance that is now less than 90 percent,
compared to 99 percent for wage income.
Without the additional compliance that
withholding will bring, honest taxpayers
will have to face higher taxes or fewer serv-
ices in order to reduce government deficits.
And, without improving compliance with

our tax laws, there is danger that taxpayers

will continue to lose faith in a tax system
that relies fundamentally on voluntary co-
operation.

Withholding is justified. It treats interest
and dividend income in the same manner as
wage income by withholding taxes at the
source, as income is paid, rather than col-
lecting them at the end of the year. It also
promotes equity among income groups be-
cause those who receive substantial interest
and dividend income are disproportionately
upper-income taxpayers.

Unfortunately, financial institutions are
trying to frighten Americans into opposing
this equitable instrument of compliance.
Unwilling to help the government collect
taxes—a responsibility most employers and
retailers have shouldered for decades—fi-
nancial institutions have mounted a massive
campeign against withholding. Using such
deceptive slogans as “ten percent of the
money you earn in interest is going to disap-
pear,” they have implied that withholding
will deprive depositors of substantial income
beyond what they already owe the govern-
ment, and may even drive them to financial
ruin. That, of course, is not true. The Treas-
ury has estimated that the actual cost of
withholding to taxpayers—the loss of com-
pounded interest—will be one-half of one
percent of the interest they would other-
wise have earned, or about 50 cents on a
$1,000 account.

Withholding is neither dangerous nor
ruinous. The improved compliance it brings
will reduce federal deficits and introduce
more fairness into the tax system. Congress
should not bow down to the pressure of spe-
cial interest scare tactics. Instead, it should
expose the misinformation behind the
repeal campaign and defend last year’s legis-
lative achievements.

The American public is looking to Con-
gress to rebuild our nation’s deteriorating
tax system and to reduce our huge deficit in
ways that are reasonable and fair. TEFRA
neither eliminated the inequities of the tax
system, nor solved the deficit crisis; but it
did make an important step in the right di-
rection. Common Cause urges you to contin-
ue in that direction by further restricting
unfair tax preferences, and preserving the
requirement for withholding on interest and
dividends.

Sincerely,
’ FRED WERTHEIMER,
President.
WARNING: 10 PERCENT OF THE MONEY YOU
EARN IN INTEREST IS GOING TO DISAPPEAR

Recently, Congress quietly passed a with-
holding law that will cost American savers
and investors the use of 10 percent of their
interest and dividends.

In simple terms, effective July 1st, 1983,
this new law requires banks and other fi-
nancial institutions to deduct 10 percent of
the interest or dividends you earn on your
savings and investments. That money then
goes to the Internal Revenue Service in
much the same way as payroll deductions
are now handled.
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The sponsors of this law have told us it
was designed to catch a small minority of
Americans who evade taxes on their interest
and dividends. But the truth is the law pe-
nalizes the great majority of America’s
savers and investors who pay their taxes
faithfully, What’'s more, the federal govern-
ment is now receiving all the necessary in-
formation to curtail tax cheating. .

Though the law does include exemptions
for some low income and elderly Americans,
if they go through the red tape of filing an
application, most savers and investors will
forfeit some of the money they could earn
in compounded interest.

We urge you to join our efforts by writing
letters to your representative in Congress
and to the two senators from this state. Tell
them you want the 10-percent withholding
tax repealed, because it would impose an
unfair penalty on savers like yourself.

For assistance in contacting your repre-
sentative and senators please ask any of our
bankers. If we all act now, Congress will get
a clear message from the voters back home,
land they will work to repeal this needless
aw.

Mr. DOLE. Mr. President, that is an-
other indication that once the people
have been alerted and once there has
been an opportunity—that is all we
ask, an opportunity to stand up and
debate the issue of withholding.

Talk about frightening those out in
our States. I think they have fright-
ened a number of Members of Con-
gress who voted for the withholding
and the tax bill last year into rushing
to repeal withholding. ’

The Senator from Kansas is willing
to support the President on this issue,
because I think the President is right.
I say to my friends in thé American
Bankers Association, in the banks
across the country, the S&L’s, and the
credit unions, if there is any willing-
ness to discuss this issue, then we
ought to discuss it. The Senator from
Kansas does not detect any willingness
to discuss the issue.

When you put millions of “dollars
into a deceptive campaign, you want to
see it work. That investment did not
come out of the bankers’ salaries, I
bet. It probably came from their de-
positors..

They have a right to oppose it, but
they ought to tell the truth. We had
ads in the Topeka Capital that cost
$4,000 to run, showing Uncle Sam
dripping with diamonds, saying, “This
time they have gone too far.” Then
they want to talk about the withhold-
ing tax. It is not a withholding tax, it
is withholding of taxes on interest and
dividend income that you owe.

The Senator from Kansas does not
underestimate the power of the
American Banking Association. They
have it. They know how to use it. But
I am willing to warn others on this
floor, if we succumb to the efforts of
this powerful lobby, just get ready for
the next one because, if the banks can
send in a million pieces of mail or a
half million pieces of mail to one Sen-
ator, I bet there is somebody out there
whoshas even more money than the
bankers. I cannot think of anybody
offhand, but somebody out there prob-
ably has more money and a bigger
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lobby than the bankers of this coun-
try.

~ I do not want to get into the effec-
tive tax rates banks pay, but it is not
very much. The 20 largest banks paid
an effective tax rate of about 2 per-
cent. Some had negative- tax rates.
Giant, billion dollar credit unions paid
no tax on their worldwide operations.

If you looked at the chart in the
New York Times a few days ago, it
showed all these companies and the
taxes they paid. Most companies paid
20 percent, 25 percent, 40 percent.
Most individuals paid 20 to 25 percent.
What do the banks pay, the 10 largest
banks? Two percent. So they have a
lot of money to spend for lobbying ac-
tivities, and they spent a lot on this ac-
tivity. But if they do it and get away
with it, as they are trying to do, then I
think we must get ready for the next
mass mailing.

Others who disagree with me on the
merits of this issue join me in-criticiz-
ing this lobbying blitz.

Senator GarN favors repeal of with-
holding, but as chairman of the Bank-
ing Committee he issued a statement
last week saying he did not agree with
the massive campaign the American
Bankers Association was undertaking.

I think the distinguished Senator
from West Virginia, the minority
leader, indicated he was not totally
pleased with this massive mail cam-
paign, although he, too, favors repeal
of withholding.

Now, in the Washington News is a
comment that I think deserves notice,
but the Senator from Kansas, when-
ever the majority leader arrives, is
willing to yield to him.

Mr. MELCHER. Will the Senator
yield briefly? '

Mr. DOLE. I want to put this little
bit in the REcorp. I would not want to
forget it.

The credit unions have a little maga-
zine called Washington News. CUNA
Supply printed 8 million statement
stuffers, 4 million response cards ad-
dressed to Senator RoBERT DoOLE and
Representative DANIEL ROSTEN-
KOWSKI, and 2.8 million response cards
that CU members can send to their
own Members of Congress, SO we are
in the privileged class. I get 8 million
statement stuffers and I get 4 million
response cards. That adds up to 12 mil-
lion. I am not certain how somebody
can answer that mail. But if we do
2,000 or 4,000 a day—I have 4 years
left on this term—we might be able to
start answering some of that mail—8
million. And the credit unions are tax
exempt. They do not pay any taxes.
Even though we have credit unions of
almost a billion dollars in assets, with
worldwide operations, they pay zero
taxes. It bears noting that even the
commercial bankers pay slightly more
tax than the credit unions. So they
can afford to have 8 million stuffers,
whatever they are, and 4 million re-
sponse cards.

Approved For Release 2008/10/06 : CIA-RDP85-00003R000200120004-9



March 21, 1983

Now, it seems to this Senator that
. we ought to answer this question: If
the banks and the others are so con-
cerned about their depositors losing 50
cents, or less, on $1,000 accounts as
they have indicated they were in all
their ads, I again ask the bankers and
the S&L’s and others, “If that 18 the
case, why can’t somebody walk into
their bank and buy a money ‘market
fund for $500?” They cannot, of
course; they have to have at least
$2,500.

The reason is simple. If you do not
have $2,500, you leave your money in
passbook savings and that pays 5.5
percent. . By contrast, the money
market funds pay 8 to 9 percent. The
bankers are making a lot of money be-
cause they keep the money market
certificate high, which keeps out most
working people who must keep their
savings in passbook accounts. The
banks make high protits because they
loan out that passbook money at 8 or 9
or 10 or 11 or 12 percent. -

I believe that if the-banks really
want to help, I would be willing to
delay this for 8 months. In fact, if the
motion to table fails, we have a bar-
gain that 'we think you will want to be
aware of. It would be my hope that
the motion to table the repeal amend-
ment passes, but, if not, then the Sen-
ator from Kansas would hope to offer
a second degree amendment. We
would go along with that delay. We
would delay the implementation of
withholding and we would amend sec-
tion 308A of the Tax Equity and Fiscal
Responsibility Act of 1982:
by striking out June 30 and inserting in lieu
thereof December 31; Provided, however,
the foregoing delay shall take effect only if
the average prime interest rate charged by
the Nation’s 10 largest banks is 8 percent or
less on June 30, 1883, and that delay shall
remain in effect only as long as that prime
rate remains below 8 percent.

It would seem to me, if you really
want to help the American people and
the economy, that you may even want
to. accept this amendment. Then we
can really talk about what banks can
do for the American people. .

We have been told for a long time
that-there is no reason for the prime
rate to be 11 or 12 percent and a lot-of
people can buy homes and a lot of
people can buy cars if the banks would
lower their interest rates.

The inflation rate is 4 percent, and
the interest rates are still 12, 13, 14,
and 15 percent. Someone is making a
lot of money at the expense of a lot of
American taxpayers. 11 we are so con-
cerned, as I know the banks are, then I
think we ought to couple with this
delay a real incentive for the banks to
eliminate withholding. The banks ad-
vertise all these incentives for savings.
This would be a real incentive.

8o if the motion to table fails, as I
hope it will not, then I would hope, if I

can be recognized, that we might offer < next 20 to 30

a second-degre¢ amendment that
would really help the bankers and the
American people, because I do not
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think we just want to help one special
interest group with a multimillion-
dollar media campaign and multimil-
lion-dollar political action committees.

I would like to find out some day
how much money the 14,000 commer-
cial banks have spent on this cam-
paign. I bet it is staggering. Incidental-
1y, none of those expenses are deduct-
ible. I doubt it could ever be computed
how many millions of dollars were
spent by the banks at the direction of
the American Bankers Association on
this campaign. .

I am certain the Senator from Mon-

tana wants to lower interest rates. I

think every Senator wants to lower in-
terest rates. Those who want to delay
withholding certainly want to lower
interest rates. The Senator from
Kansas is even willing to delay with-

 holding until we get the prime rate

down to 6 percent. We might even
make it 7 and really give them an
edge. But if we could do this, then we
really have made a contribution to the
banks and the S&L’s and credit unions
and, above all, the taxpayers and the
people out here paying those high in-
terest payments, people who cannot
buy a home. People are being driven
out of business, and there are record
numbers of bankruptcies, because of
high interest rates. :

That is another item I should like to
discuss more fully when the starting
debate starts on April 15,

But while I am waiting for the ma-

Jority leader——

Mr. MELCHER. Will the Senator
yield briefly while he is waiting for the
majority leader?

Mr. DOLE. We hear all these things
about costs, the banks saying this is
too costly, even though they privately
tell you that cost is not even a prob-
lem because they get what we call a
float. They get to hang on to the with-
held money long enough to recover
their costs. They earn interest on the
money they hold. We hear all these
exaggerated claims about $2 billion of
$1% billion or $3 bjllion. They would
make you think that this is going to
cost more than will be collected
through the withholding process.

I should like to inctude in the
Recorp a letter I received from Treas-
ury Secretary Regan dated March 15
in which he says:

I am concerned about certain exaggerated
estimates of the costs financial institutions
may incur to institute withholding on inter-
est and dividends. o R ,

Now they are talking in the neigh-
borhood of, I think, $3 billion. We are
talking about thousands and thou-
sands of banks. - o

‘The total cost just to put this with-
holding system into place where it is
going to remain, hopefully, for a long
time and collect $20 billion over the
next 5 years and billions and billions
and billions over the next decade, the
years, the total startup
cost, according to the Treasury De-
partment, i3 going to be only $600 mil-
lion to $700 million, which is about a
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third or less than the industry esti-
mates, and these costs can be offset by
the extended float allowed on with-
held amounts and by the income tax
deductions available for such costs—at
least for those finanecial institutions—
other than the big banks and credit
unions—that actually pay any Federal
income tax. .

Secretary Regan continues:

8ince we have 50 little date, we cannot be
certain that the total startup costs are
within that range. Nonetheless, it does
appear certain that startup costs are only a
fraction of the claimed $3 billion.

Someone said, “All you have to do is
hire more IRS agents.”

As I understand it, we average about
a 2-percent audit, and to recover this
much money through the audit proc-
ess, you would have to audit perhaps
83 many as 20 percent of all tax re-
turns—1 out of 5. That incresed audit
activity would cost the Federal Gov-
ernment about $3 billion. .

Then, there is talk about IRS har-
assment. If you are auditing every
tifth tax return, we would be flooded
with real letters, from real people,
abou® real harassment from the IRS,
and we are trying to avoid that. With-
g:ldln; is the least intrusive means we

ve. -

Mr. President, I ask unanimous con-
sent tiu.';il:1 this letter aom the Secre-
tary of the Treasury be printed in its
entirety in the Rgcorn, .

There being no objection, the letter
was ordered to be printed in the
Rxcorb, as follows:

THE SECRETARY OF THE TREASURY,
' _Washington, March 15, 1983,
Hon. Robert Dole,
Chairman, Senate Finance Committee,
Washington, D.C. . )

Dear MR, CHAIRMAW: I am concerned
about certain exaggerated estimates of the
costs financial institutions may incur to in-
stitute. withholding on interest and divi-
dends. while precise eetimates of the costs
that will be incurred are not avaflable, some
of the figures that have béen discussed can
be clearly shown to be exagpdrations.

Estimates of the total startup costs of $3
billion are greatly overstated. Such esti-
mates are accounting cost allocations rather
than estimates’'of genuine incremental costs
that would be incurred even without the
new withholding law. True incremental
costs will be significantly below cost esti-
mates that include all allocated costs.

A few banks, ranging from small to very
large institutions, have informally and con-
fidentially supplied the Tressury Depart-
ment with their estimates of the administra-
tive startup costs of withholding. We have

far too little data to comstitute a useful

sample, but for those banks on which we
have figures, true incremental startup costs
appear to average less than $2.00 per ac-
count. If this small number of banks is rep-
resentative of all payors of interest and divi-
dends (including banks, savings and loan in-
stitutions, mutual savings banks, and credit
unions), then total startup costs would be
approximately $600-$700 million. These
costs can be offset by the extended float al-
lowed on withheld amounts and by the

income tax deductions available for such
costs. Since we have s0 little data, we cannot
be certain that total startup costs are within
this range. Nonetheless, it does appear cer-
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tain that startup costs are only a fraction of
the claimed $3 billion.

If enough resources were allocated to the
Internal Revenue Service to provide the
same improvement in compliance and to col-
lect the same additional revenues as will be
collected under withholding, the costs to
the Government would be well above the es-
timated $600-$700 million in costs to finan-
cial instititions to institute withholding.
Small increases in IRS enforcement efforts
may recoup relatively high revenues per
extra dollar of IRS costs. The enormous in-
crease in IRS audit activity that would be
needed to raise $3 billion (an increase in
audits by well more than 200 percent)
would, however, inevitably result in much
lower additional revenues per dollar of IRS
costs. Indeed, the incremental IRS costs re-
quired to raise the almost $3 billion a year
in revenues gained from withholding would
be well above $1 billion, perhaps as much as
$2 billion. Further, this additional effort
would involve such a dramatic increase in
IRS staffing that it would take several years
for the IRS to add and train the needed
agents.

It must be remembered that attempts to
reduce noncompliance through greater IRS
efforts involve significant cost to the IRS.
These arise from the burden more than two
million additional audits will impose on tax-
payers’ time and resources. Inevitably these
audits wil inconvenience many taxpeyers
who have correctly: paid their taxes.

In contrast, withhelding on interest and
dividends only requires those taxpayers who
correctly pay their taxes on interest and
dividend income to pay some of those taxes
during interest and dividend income to pay
some of those taxes during the year rather
than at the time that they file their returns.
Requiring those who receive interest and
dividends to pay a portion of their taxes as
promptly as wage earners pay is not, in my
view, unfair.

I recognize that banks must incur some
costs to institute a system of withholding on
interest and dividends. As I stated abeve,
those costs have been frequently exaggerat-
ed. Nonetheless, there is legitimate concern
that we not impose an undue burden on the
banking system. If, at some later time, it is
reliably demonstrated that the true incre-
mental costs that most banks must incur ex-
ceeds the value to the banks from the ex-
tended float on the withheld amounts that
has been allowed, then I would support al-
lowing the extended float for a longer
period.

Sincerely,
DonNaLp T. REGAN.

Mr. MELCHER. Mr. President, will
the Senator yield for a question, a pro-
cedural question?

Mr. DOLE. Yes, 1 yield only for a
question, not for the purpose of any
amendments.

Mr. MELCHER. In view of the fact
that the Senator is waiting for the ma-
jority leader, I wonder if he would
object to my responding to some of
these points for 5§ minutes. Would that
be objectionable, before there is fur-
ther procedure?

Mr. DOLE. I have no objection to
the Senator from Montana respond-
ing, if there is a unanimous-consent
agreement that there will not be any
amendment or modification of the
pending amendment and that the Sen-
ator from Kansas will not lose his
right to the floor. _

I want to conduct a debate with the
Senator. I commend the Senator for
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his objectivity. But I do not want to
disturb what I consider to be the ap-
propriate way to approach this, and
that is a motion to table. If that fails,
the Senator from Kansas would like to
retain the right to offer an amend-
ment.

Mr. MELCHER. Certainly.

The PRESIDING OFFICER. Is
there objection? The Chair hears
none, and it is so ordered.

The Senator from Montana.

Mr. MELCHER. I thank the Sena-
tor.

Mr. President, first of all, I point out
that the provision in the 1982 bill for
this withholding of taxes on interest
and dividends passed by a vote of 49 to
48, a very tight vote, and absentees in-
dicated that had they been present
and voting, they would have voted
against it, which would have defeated
it, and it would have been removed
from the bill.

The prospect of what we are going
40 do on April 15, when the Kasten
amendment for repeal is brought in
the Senate, is rather dim—what the
final outcome of that would be if the
Senate would adopt it as a part of an

extraneous bill and send it to the.

House. It is not clear that the House
would agree to it at all or, for that
matter, that the House even would
take it up. As a matter of fact, its
future on April 15 is very obscure, no
matter what the Senate would do at
that time. .

The purpose of this amendment is
simply to allow a longer period of time
than April 15 to see what really hap-
pens and to give both the Senate and
the House some change of action on
this before it is locked in, perhaps for-
ever—not necessarily—but locked into
the procedures of withholdirig these
taxes. Once they are withheld, there is
a tendency to leave them alone.

It is bad enough trying to repeal
something we did just last summer,
without contemplating what might
happen after the whole procedure got
in motion.

It is clear that there would be $1.1
billion lost in fiscal 1983 from rev-
enues if my amendment were to be
adopted and accepted by the House
and became part of the law, In other
words, a delay of 6 months is going to
lose, for fiscal 1983, $1.1 billion in rev-
enue;, but during this time, we will
have the chance to decide whether
this was wise and whether there are
better ways of gaining revenue that is
needed.

I am advised by the Joint Committee
on Taxation, which states that today
the Treasury Department agrees with
the $1.1 billion estimate for fiscal 1983
in revenue loss, that in fiscal 1984 the
figure would be $300 million.

It is not my contemplation and it is
not my purpose in offering the amend-
ment that we lose revenue. It is merely
my purpose in offering the amend-

. ment that the Senate and the House

have sufficient time to discuss this
very thoroughly and consider it and
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see whether we want to reconsider it,
possibly repeal it, or modify the provi-
sion.

The third point I should like to
make is with respect to the question of
the large banks and what their pur-
pose has been on this amendment. I
simply do not know. I believe that
most of the large banks, what people
refer to as large banks—such as Bank
of America, Chase-Manhattan, and Ci-
tibank of New York—are in favor of
retaining this withholding provision.
They are not for repeal, so far as I
know. It is my understanding that
they are against repeal. So I do not be-
lieve we are hearing from them with
fictitious or false advertising or any in-
fluence on Members of the Senate or
the public at large, saying, “Let’s
repeal it.” I do not think that is their
position. I think their position is that
we should retain it.

Fourth, the point has been made
about W-6 forms. This is the form
that a person who wants to be exempt
from this withholding would fill out
and file with their institution. We
have inquired in Montana whether
they are available at the banks, sav-
ings and loans, and credit unions—
those three groups—and we are ad-
vised that, as of last Priday, they are
not available.

So it peints out the fact that this is
8 process that takes a lot of paperwork
and a lot of time and a lot of delay. I
think my amendment has some merit
just for their sake in getting out the
W-6 form. Who is “they”? The Treas-
ury Department, in sending out the
W-6 forms. If we do not reach them in
the next 30 days, maybe the time will
be a little short for sending them out
by July 1.

Fifth, the point has been made by
the Senator from Kansas, very elo-
quently, that he is supporting the
President in this endeavor to block
any delay of reconsideration. I will
read into the RECORD a portion of the
Republican platform of 1980:

We also oppose Carter proposal to impose
withholding on dividend and interest
income, They would serve as a disincentive
to save and invest and create needless pa-
perwork burdens for government, business,
industry, and the private citizen. They
would literally rob the saver of the benefits
of interest compounding and automatic divi-
dend reinvestment programs.

I have received a lot of letters, and
evidently they are from Republicans
who are following the Republican
platform, because some of these let-
ters almost repeat what this platform
statement says. I seldom receive a
letter saying, “I am a Republican” or
“I am a Democrat,” but I have to de-
termine that a lot of people writing
me are Republicans. They are saying
exactly what the Republican platform
said in 1980.

Also, I point out that the Senator
from Kansas, the chairman of the Fi-
nance Committee, very profoundly
stated, in a consideration of last year’s
tax bill:
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I would like to note at the outset that
these proposals generally do not substitute
a mandatory withholding system ¢ * ¢

He is speaking about the withhold-
ing on the interest and dividends from
savings and investments.

He said:

I would like to note at the outset that
these proposals generally do not substitute
a mandatory withholding system for a work-
ing information reporting system and does
not do so in particular with respect to inter-
est and dividend payments. I believe that
sucl proposals may be premature until we
have seriously tried to improve our informa-
tion reporting system. :

It is a fine system, and it was true. I
think it is obvious that our reporting
system has not been addressed ade-
quately.

Mr. DOLE. Mr. President, will the
Senator yield? I did not get whose
statement that was.

Mr. MELCHER. It was the state-
ment of the Senator from Kansas.

Mr. DOLE. That was in reference to
the compliance bill we introduced. The
Senator is correct—that did not in-
clude interest and dividend withhold-
ing. We included some compliance
measures. It was a separate measure
that that the President included in his
budget. ' ) ,

Mr. MELCHER. It was on the tax-
payer compliance dimprovement - of
1982. The Senator is_correct. It was
said in March 1982, a few months
before we adopted this provision in
the tax bill. The Senator is correct.

It is not really my intehtion to hold
up the social security bill. I should
Just like to have a vote on this. It is
not an earth-shaking amendment. It is
& delay as to when the withholding
will take place on interest and divi-
dends of individual taxpayers. It
tracks what the Treasury Department
has already announced, the delay they
are going to have on the reporting of
interest payment from Tresury notes
and Treasury bonds and from some
other bonds that are handled by
States and for that matter other
groups that sell bonds.

So it is not meant at all to hold up
this bill but is merely an opportunity
to make sure there is time for a proper
review by Congress of the question.

I trust that the Senate will accept
my proposal or at least consider my
proposal for delay as a fair method of
representing taxpayers.

The first group of taxpayers that I
am thinking about are those who al-
ready paid all their taxes dnd are
having the taxes withheld from their
wages or from their salaries and who
know they pay them all and many of
whom already pay more through the
withholding process.

As to 75 percent of those people, 1
am told, there is already over with-
holding. In other words, more is with-
held from the taxes than are due and
they have to file for a refund.

That is exactly to the point of the
taxpayer of this particular person to
whom I referred earlier who is the
wife of my aide, who is sitting right
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with me, and who is a schoolteacher
who learned that there would be a
withholding program when she re-
ceived her notice from the Treasury
Department with a refund check.

The notice was a 682A which ex-
plains that recipients of interest and
dividends will be faced with a new
ziltihlioldi_nz program which begins on

y 1. N

That happens to be-the first time
that she was aware of the actual pro-
posal that is now law and will go into
effect July 1, and she says to my aide,
her husband:

Can’t you get Senator Mzicuzr to do
something about that because I have al-
ready paid more than I should and this will
be something more that was added to it that
will be withheld and I will just have to refile
for that much more? -

That is one group.

The second group that are particu-
larly concerned, judging from the com-
ments I received and the letters I re-

ceived, appear to be the elderly. I will

read this short letter which is typical.
It says:

Would you please work to repeal the 10
percent withholding provision of the “Tax
f;:auzlg and Fiscal Responsibility Act of

The net result bf this provision is to cheat
the small investor cut of his money for up
to 1% years at a time, while waiting for a
tax refund. And believe me, I don't like
being cheated.

My wife and 1 ecrimp and save each
month 80 we can put money aside for retire-
ment. We need to be able to compound our
interest s0 that when we do retire there is
enough to live off of. :

My wife and I fully realize that by the
time we retire, the Social Security system
will be bankrupt, and we will get little or
nothing back that we put in. I've read that
Congress doesni’t trust Social Security for its
retirement program and frankly I don't
either. Anyone with a high school education
can look at the numbers and figure that out
for himself,

'So please—allow us—the little guys to
keep one opportunity to save for ourselves
and provide for ourselves.

Please repeal the 10 percent withholding
provision of the “Tax Equity and Fiscal Re-
sponsibility Act of 1882.”

Of course, he appears to be elderly. I
am not sure. They say they are saving
for their retirement. But, neverthe-
less, they are thi about earning
from interest and what it would mean
if some of their taxes are withheld.
They could file and..get them back,
this is true, and I am not trying to
apply that they are not going to get
their full credit for their money. They
certainly are.

These points lead me to believe that
the amendment is sound, fair, and
equitable to all and above all fair to
the taxpayers who are writing these
types of letters so that we can be sure
that we have given them adequate
consideration. )

I hope the Senate can agree to the
amendment. I realize the constraints
of time, and I hope that we can have a
resolution of this problem very.quick-
ly. Y
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Mr. DOLE. Mr. President, I think we
will be ready to vote in a few mo-
ments.

I shall read an editorial that ap-
peared in the Minneapolis Star and
Tribune on March 16 by Jim Klobu-
char, apparently an outstanding col-
:lx:emst. At least, he is on the .right

Before I do that, I wish to thank the
Senator for reading that letter about
the social security system going bank-
rupt. That is why we are trying to con-
vince the Senator net to hold it up. It
is about to go bankrupt and we want
Muple to get their social security

Mr., MELCHER. Mr. President, if
the Senator will yield, I think I made
it abundantly clear that I have no
desire to hold up the bili.

Senator

Mr. DOLE. That is what
KASTEN said.

Mr.MELCHER.Ith!nkitisacood
point to adopt this amendment so we
know exactly where we are and go on
with the remainder of the bill knowing
we have plenty of time considering
this matter. :

Mr. DOLE. I appreciate that. I know
the Senator does not want to hold it
up too long.

This column from Jim Klobuchar
8ays.

The money wizards around town have
been telling me for days thist the federal
government is about t6 stomp out the last
ember of liberty and decency by putting a
tax withholding system on the money we
make from investments.

They are furious because I'm having trou-
ble absorbing the purity of their intentions
and logic.

Two days ago I was ostracized from a
steam room where we have gathered as
peers for years. Two of the others were
bankers and one was a broker. We have
been pals and confidantes, brothers in the
struggle against sloth and averweight.

They shunned me unanimously when the
talk got around to withholding on interest
and dividends.

They began politely by calling me igno-
rant. As a variation they called me barbaric.
From there it got personal. )

They accused me of giving comfort to
those who would rip out the fabric of the
American savings ethic and they asked, par-
enthetically, if I also was ready to support
incest and rabies.

All of them, Republicans, accused me of
being hypnotized by Ronald Reagan. ,

Stricken mute, I groped for the door.

JMeditation seemed to be the only sensible
escape. What was there in this simple prin-
ciple of tax collection—one we have lived
Wwith for more than 40 years without geno-
cide—that could create such conversational
carnage?

I telephone Ditta Maly, a paralegal secre-
tary of 16ng acquaintance at one of the local
law firms. :

"Ditta,” T said, “as I understand it, all
that’s involved here is extending the income
tax withholding principle to savings and in-
vestments. The banks and the savings and
loans and brokerages would withhold 10
percent of what the investor earns in inter-
est and dividends. The government believes,
with some evidence, that there are people
who actually chisel on those earnings. So
the government figures it can take in $4 or
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$5 billion more a year in taxes that aren’t
being paid now, and also make use of the
money sooner, which is what it already does
on income taxes.”

She said this more or less squared with

the facts, yes.

“So why are s0 many people sounding as
though they thought they're about to be
disemboweled?”

“1f you want t0 be unpopular,” she said,
“tell the people you think this dividend
withholding is OK. From all the calls we've
gotten from our tax clients, a lot of them
are feeling that they're being deprived of
one of their rights.”

But their right to what?

A certain amount of creative amnesia in
the filing of income tax reports is not exact-
ly unheard of in this country.

8till, most citizens try to report accurate-
1y.

One of their hovering suspicions and wor-
ries is that the next guy might not. Worse,
he might be getting away with it.

The income tax withholding eased one of
those suspicions and made the income tax
substantially more democratic.

What's different about dividends and in-
terest?

The banking industry is arguing that it’s a
bleeding shame because, in the language of
one of the form letters it has put in the
hands of thousands of its customers, “it's
unfair to those of us who have always paid
our taxes on interest.”

How is it unfair?

If we're talking about poorer people and
older people, anybody can file an exception.
It's & piece of work, sure. But so0 is paying an
extra tax share for the $5 billion or so being
chiseled or slopped away unintentionally by
investment earners.

If we're talking about using that interest
money now, instead of turning over some of
it to the government before the deadline,
how much of an oppression is that for the
average investor?

For most of us, it is pretty small change.

But there is literature coming out of the
money houses that makes it sound as
though this is actually a new tax.

They also are citing horror stories about
thousands more hours in paper work and
glant new computers, but if you compare
the government’s collection predicaments
and budget goals with those of any corpora-
tion you deal with, you have to give the gov-
ernment the same allowances.

The gas and phone compa.nies collect from
you every month. Every company is auto-
mated. The newspaper does the same thing.
Some collect before you receive.

It’'s the way the world spins now, and the
way bills are paid.

So I called one of the chummier of local
banking presidents, Dick Hillyer of Summit
in Richfield.

“You guys pay an average of 2.7 percent
income tax,” I said. “Only the paper and
wobd products companies and the crude oil
producers pay less, according to the congres-
sional people. Tell me what's so unforgiva-
ble about asking the investment industry to
help the government bring dividend tax col-
lections into the 20th century.”

“I personally don’t object to it all that
much,” he said. “I think there are better
ways te get those dividend reports to the
government without making us send 1099s
to you, and all the rest. I think a lot of
banks feel.that because of the extra service,
they may have to pass on some of those
charges to the customers.”

This is not a virginal concept.

“Willitbe a huze imposition on the banks

and brokerages?

“Well, they scream a.nd yell. You can't
blame them. We all have our own interests.
But they'H survive.”
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Which is more than you can say of the
jobs bill unless some of the congressional
lions rediscover their backbones.

The point. of it is after you talked to
the banker, the banker really did not
have that much objection, and I think
that is essentially the case.

Mr. President, I have a lot of other
things I would like to say but, hopeful-
ly, will not have the opportunity to
say on this bill.
® Mr. HATCH. Everyone knows that I
am very much in favor of repealing
the withholding of dividends and in-
terest language. However, since Sena-
tor KasTEN has worked out a time cer-
tain and a reasonable bill upon which
to debate this matter, I believe the
Senator from Montana should with-
draw this amendment. All he will ac-
complish is to extend this debate into
the filibuster mode and cause millions
of people, who are afraid of the bank-
ruptcy of social security, to become
unnecessarily concerned.

I would recommend to my President,
and those who advise him, to allow the
repeal of this provision because,
sooner or later, we are going to repeal
it. However, this is not the bill upon
which to debate the matter.@

Mr. BAKER. Mr. Pr,esldent will the
Senator yield? -

Mr. DOLE. I yield to the distin-
guished majority leader.

Mr. BAKER. Mr. President, we
really should get on with this bill if we
can. I indicated to the Senator from
Kansas and the Senator from Louisi-
ana, the managers of the bill, that I
still entertain the hope that we can
finish this measure tonight. But to do
so we will have to move with more dis-
patch than we have so far. In order to
facilitate that and move things along,
I move to table the Melcher amend-
ment, and 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
of the Senator from Tennessee to lay
on the table the. amendment of the
Senator from Montana. The yeas and
nays have been ordered, and the clerk
will call the roll.

The assistant legislative clerk called
the roll.

Mr. STEVENS. I announce that the
Senator from Vermont (Mr. STAFFORD)
and the Senator from Wyoming (Mr.
‘WAaLLOP) are necessarily absent.

I also announce that the Senator
from Oregon (Mr. Packwoob) and the
Senator from Maryland (Mr. MATHIAS)
are absent due to a death in the
family.

Mr. BYRD. I announce that the
Senator from California (Mr. CRAN-
STON) is necessarily absent.

The PRESIDING OFFICER. AYe
there Senators who have not voted
who desire to vote?

The result was announced—yeas 37,
nays 58, as follows:

March 21, 1983
[Rollcall Vote No. 36 Leg.]

YEAS—37
Andrews Hart Moynihan
Baker Hatch Murkowski
Bingaman Hatfleld Roth
Chafee Hecht Rudman
Danforth Heinz Specter
Dodd Jackson Stennis
Dole Kassebaum Stevens
Domenici Kennedy Thurmond
Durenberger Lautenberg Tower
Garn Laxalt Weicker
Goldwater Leahy ‘Wilson
Gorton Lugar
Grassley Metzenbaum .

NAYS—58
Abdnor Exon Nickles
Armstrong Ford Nunn
Baucus Glenn Pell
Bentsen Hawkins Percy
Biden Heflin Pressler
Boren Helms Proxmire
Boschwitz Hollings Pryor
Bradley Huddleston Quayle
Bumpers Humphrey Randolph
Burdick Inouye Riegle
Byrd Jepsen Sarbanes
Chiles Johnston Sasser
Cochran Kasten Simpson
Cohen Levin Symms
D’Amato Long Trible
DeConcini Matsunaga Tsongas
Denton Mattingly ‘Warner
Dixon McClure Zorinsky
Eagleton Melcher
East Mitchell

NOT VOTING-5

Cranston Packwood Wallop
Mathias Stafford

So the motion to lay on the table
Mr. MrLcHER’s amendment (UP No.
103), as modified, was rejected.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I think
while most Senators are here, we
ought to just take a minute to under-
stand where we are not going if -this
amendment is not eventually disposed
of. That is, we are not going to finish
any social security legislation this
week. Maybe that is not important be-
cause we are coming back April 6. But
it was the understanding of this Sena-
tor that we agreed to debate withhold-
ing on April 15, a free-standing debate
where everyone would have the
chance to debate, offer motions and
modifications, and we could then dis-
pose of that issue.

But here we are again, with the jobs
bill having been held hostage for sev-
eral days, and now it is the social secu-
rity package. I would just suggest that
I will stay here as long as it takes to
defeat this amendment. If you are not
concerned about social security, if
there is not any real urgency—we have
only worked for a year or year and a
half to put this package together—
then I think we ought to keep playing
the bankers’ game.

UP AMENDMENT NO. 104

Mr. DOLE. Mr. President, I send a
second-degree amendment to the desk
and ask for its immediate considera-
tion.

The PRESIDING OFFICER. The
clerk will report.

The bill clerk read as follows:

The Senator from Kansas (Mr. DoLE) pro-
;lz\gzes an unprinted amendment numbered
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In lieu of the language proposed to be in-
serted by unprinted amendment 103 insert
the following:

“Delay Implementation of Withholding
on Interest and Dividend Income.”

8xc. . SBection 308A of the Tax Equity
and Fiscal Responsibility Act of 1983 is
amended by striking out ‘June 30’ and in-
serting in lieu thereof ‘December 31’ pro-
vided however, the foregoing delsy shall
take effect only if the average prime inter-
est rate chiirged by the Nation’s ten largest

. banks is 6 percent or less on June 30, 1083,
and that delay shall remain in effect only as
long as that average prime rate remains
below 6 percent.”

SEC. . MINIMUM FOR MONEY MARKET DEPOSIT
ACCOUNTS.

Section 204(cX1) of the Depository Insti-
tutions De; tion Act of 1980 (12 U.B.C.
3503(cX1)) is amended by adding at the end
thereof the . following: “The Committee
shall not establish or maintain a mintmum
balance requirement higher than $300 for
geposit accounts authorized by this subsee-

on.”.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, if we are
going to help the people of this
counrtry, here is the way to do it. You
can help your bankers in the process,
and the depositors as well. For all
those people out there who want to
invest in a money market fund but
cannot do it because they do not have
$2,500, this amendment will lower that
to $300. The amendment will allow in-
dividuals to take their money out of
passbooks sa t:zi{the 5.5 percent that
bankers never about in their ads,
and put it into the money market
funds at 8 or 9 percent.

I cannot think of a.nyone on this
floor who would not want to do that

for their constituents. This is part of-

the <second-degree amendment. I
cannot think of any of us who want
the high interest rates to stay up
there, particularly those running for
high office, even the U.S. Senate.

This amendment presents a deal

that should be hard to resist. We will'

delay withholding, as . the Senator
from Montana wishes, if the prime
rate decline to 6 percent. That ought
to be a real incentive for the banks to
reduce interest rates in loans, We
know they are not holding up the
rates prtificially, at least they tell us
they are.not holding up the rates arti-
ficially.

I think we ought to debate this
amendment, unless my colleagues are
prepared to adopt it now.

SEVERAL SENATORS. Vote, vote.

Mr, DOLE. Would the Senator be
willlnz to accept the amendment?

Mr. MELCHER. Mr. President, I can
only answer the question by saying
that I personally think it is impossible
to get the rates down that fast, but I
would like to hope so.

Mr. DOLE. Well, let us try. We tried
everything else

Mr.MELCHER.Ithinkthlssortof
belies a statement that we want to get
on with the bill. Let us get the vote
over with.

Mr. DOLE. Mr. President, I ask for
the yeas and nays on the amendment.
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The PRESIDING OFFICER. Is
there a sufficient seeond? There is a
sufficient second.

The yeas and nays were ordered.

SEVERAL SENATORS. Vote, vote.

The PRESIDING OFFICER. Is
there debate? I amendiment of “the
agree e 0! e
Senator from: Kansas. The yeas and
nays have been ordered and the clerk
¥ call the roll.

The bill clerk called the roll.

Mr. MURKOWSKI (when his name
was called). Present.

Mr. D’AMATO (when hi§ name was
called). Present.

Mr. STEVENS. I announce ‘that the
Senator from Vermont (Mr. STarrorp)
and the Senator from Wyoming (Mr,
WALLOP) are necessarily absent.

I also announce that the Senator
from Maryland (Mr. MaTHIAS) and the
Senator from Oregon (Mr. PACKWOOD)
are absent due to a death in the
family.

Mr. BYRD. 1 announce that the
Senator from Florida (Mr. CHrLEs) and
the Senator from California (Mr.
CRANSTON) are necessarily absent.

The PRESIDING OFFICER (Mr.
PRESSLER). Are there any other Sena-
tors in the Chamber wishing to vote?

The result was announced-—yeas 38,

nays 57—as follows:
(Rolicall Vote No. 37 Leg.1
YEAS--35
Abdnor QGorton McClure
Andrews Grassley Metsenbaum
Baker Hart Moynthan
‘Boschwits Hatch Preésler
Chafee Hatfield Roth
Cohen Hecht Rudman
Danforth Heing . Specter
Dodd Kassebaum Thurmond
Dole Kennedy Tower
Domenici Lautenberg Weicker
Durenberger Laxalt Wilson
Garn Lugar
NAYS—-87
Armstrong - Goldwater Nickles
Baucus - Hawkins Nunn
Bentsen Heflin Pell
Biden Helms Percy
Bingaman Hollings Proxmire
Boren Huddleston Pryor
Bradley Humphrey Quayle:
Bumpers Inouye Randolph
Burdick Jackson Riegle
Byrd Jepsen Barbanes
Cachran Johnston Sasser
DeConcini Kasten Simpson
Denton Leahy Stennis
Dixon Levin Stevens
Eagleton Long Symms
East Matsunaga Trible
Exon Mattingly Tsongas
Ford Melcher Warner
Glenn - Mitchell Zorinsky
ANSWERED “PRESENT"-2
D’'Amato Murkowski
NOT VOTING—8
Chiles Mathiss Stafford
Cranston Packwood Wallop
. So the amendment (UP No. 104) was
rejected.
Mr. DOLE a.ddressed the Chair.

The PRESIDING OFFICER (Mr.
Pussx.n) The Senator from Kansas

is recognized.

Mr. DOLE. Mr. President, may we
have order?

I think we are making progress. I do
not know how much, yet. I want to see

S 3505

how high my eolleuues think the in-
terest rates ought to be. We have an
amendment for T percent, one for 8
percent. I want to know how high
people want the interest rates to be.
Maybe prime is just right. I thought it

- was high, But we will have a chance to

hoped, but that all right if
enough of my colleagues believe we
have to protect the bankers and their
interest rates.

Mr. President, I would like to discuss
this for 30 or 40 minutes and give
people a chance to refresh themselves
and then maybe offer another amend-
ment or two on this.

I say, very seriously, I just do not be-
lieve that this amendment to delay in-
terest and dividend withholding be-
longs on the social security bill. Some
others may disagree with me, but I do
not propose to let it become a part of
the social security bill unless we can
properly amend it to make certain
that we are helping the banks and

their customers at the same time. I
also would point out that the amend-
ment is still subject to a point of order
under the Budget Act. I think as we
get nearer the deadline for the social
security package Members will under-
stand this is a very t piece of
legislation which should not be hin-
dered by an additional 6-month delay
on withholding. We ve already
agreed to a debate on the withholding
issue with the dist ed Senator
from Wisconsin, which I thought was
done in good faith, and that that
would end the matter for a few weeks
and give us a chance to pass the social
security legislation before the Easter
recess.

Mr, President, may we have order?
The PRESIDING OFFICER. The
Senate will be in order. )

Mr. DOLE. Mr. President, I do not
want to unduly detain anybody, but I
would like to pass the social security
bill. There are 152 million Americans
waiting for us to pass the social secu-
rity bill.

The PRESIDING OFFICER. The
Senate will be in order. Those holding
conversations will please retire to the
cloakrooms. The Senator from Kansas
is trying to be heard. Staff who are
conversing will please retire to the
cloakrooms.

Mr. DOLE. We can play the games
on withholding for the next several
days, if that is what the Members
want.

There are a lot of things in this bill
on which the Senator from Kansas is
trying to accommodate & number of -
his colleagues, on both sides of the
aisle, but withholding is not one of
them. It does not belong on the social
security bill.

:
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If anyone is going to insist on put-
ting it on the social security bill, the
Senator from Kansas has to protect
his rights and protect the social secu-
rity provisions and try to defeat it
somehow. If it cannot be done tonigit,
we will try tomorrow. If it cannot be
done tomorrow, maybe Wednesday. If
it ¢cannot be done Wednesday, maybe
Thursday. Maybe sooner or later the
Senator from Montana will be success-
ful, but I must oppose his efforts.

We still have a number of social se-
curity amendments—by the Senator
from Florida, the Senator from Celo-
rado, the Senator from Louisiana, and
the other Senator from Montana. We
thought we had five or six amend-
ments on which there would be rolicall
votes. But until we set this matter
aside, we cannot proceed on the social
security bill.

Mr. President, I do not want to bore
people with recounting the reasons
why we should not be doing this on
this legislation, but I would not want
any of my colleagues to leave the floor
of the Senate thinking that we must
inevitably take care of the bankers in
this legislation.

Mr. GARN. Mr. President, will the
Senator from Kansas yield?

Mr. DOLE. The Senator from Utah,
who is the chairman of the Banking
Commtttee and who supports repeal of
withholding, stood on this floor about
an hour ago and said he did not think
it belonged on this bill. I thank the
Senator for his support. We have an
agreement 40 debate withholding on
April 15, and he stated he would sup-
port me at this. time, even though he
does not agree with my views on with-
holding.

If we are not acting in good faith, if
any of my colleagues thinks we have
reneged on the April 15 agreement,
that would be one thing. But I can
assure my colleagues I am prepared to
uphold that agreement. I must say
however, that I am going to do all I
can to frustrate the withholding
amendment on this bill; and if it is
necessary to put off social security, I
will do the best I can to do that.

1 yield to the Senator from Utah.

Mr. GARN. Mr. President, I want to
repeat what I said before we came to
that vote. We totally disagree on that
issue. I am in favor of repeal. I have
always opposed withholding at source.
It is another example of Government
asking the private sector to do its work
for them. I will 'vote for repeal when
we get that opportunity. When we get
to April 15, I will vote with Senator

KASTEN, and I will vote with him pro--

cedurally, and I will do everything I
can to repeal withholding. I supported
him last week, not only the substance
but also on the procedural votes, on
cloture. I voted with the Senator on
his cloture motion. .

We had a unanimous-consent agree-
ment worked out by the leadership. I
have been here only 8 years, and that
is a relatively brief period of time, but
I think we have seen the Senate at its
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worst demogoguery tonight, because
what I have seen is political position-
ing against an avalanche of mail. To
hell with the Senate or any routine
procedure for social security. We have
to be on record for a 6-month delay;
and when it is going to lose, we see a
bunch of people running down there
to get on the side of the angels. It is
absolutely disgusting, in light of the
agreement to debate this issue sepa-
rately.

Nobody can be more against with-
holding than I, because I am chairman
of the Banking Committee. A lot of
those letters think it is JAKE GARN’S
fault and not Bos DOLE’s.

Mr. DOLE. I do not think I deserve
all the credit.

[Laughter.]

Mr. GARN. 1 say it is a revenue
issue, not a banking issue. But I have
received a lot of heat.

This is not the right place nor the
right time to play political demagogu-
ery. We have our opportunity. I said
before to the Senator from Kansas
that if we did not have an agreement,
I would have noted with the Senator
from Montana tonight. If we had not
worked that out, I would do every pro-
cedural thing I could to repeal with-
holding. What is the matter with that?

I used to read about how the Senate
worked. Now, on every issue that
comes up, we have Senators wanting
to get in the press to report what they
are doing. I hope the press will report
tonight what is going on and let the
American people know there is an
agreement to discuss this issue, up or
down, on April 15, and that some of us
will do everything we can to see that
the Senator from Wisconsin prevails
and that we repeal—not just a 6-
month delay, but repeal. But here we
have to play with it now on social se-
curity and delay that. I do not under-
stand; I really do not. I have frustra-
tion and irritation with the political
game which goes on on this floor.

Mr. GOLDWATER. Mr. President,
will the Senator yield?

Mr. GARN. I will be happy to yield.
The Senator from Kansas has the
floor.

I do not understand. It is the easiest
political issue in the world to go home
and explain: I voted to table that be-
cause we have a unanimous-consent
agreement to debate it on April 15.

If we have not got the guts to ex-
plain to our constituents that we have
an agreement and we will have an op-
portunity to try to defeat the proce-
dural motions of the Senator from
Kansas at that time—but, no, on
March 21, we have to delay the Senate
so that we can get press. Let the press
report over and over and over that
there was an agreement, by unami-
mous consent, to bring this up on the
reciprocity bill, prejudicing nobody’s
rights. In fact, it put us in a better po-
sition to try to debate it and defeat it
at that time. But we have to play
games with it tonight.
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I have not changed my mind. There
is no Senator in this body more op-
posed to the substance of getting rid
of it than I. But I am not going to be
part of the demagogery games for

‘' press purposes, when we can do it on

April 15, 3 weeks away.

So 1 will continue to support the
Senator from Kansas on procedural
issues until we get to that date, and 1
am going to leave it. I am going to go
back to the Senator from Wisconsin

"when it can be done in a proper, order-

ly manner.

Let us be statesmen. Let us go back
to being a deliberative body, instead of
parading for the press in here.

Mr. DOLE. I thank the Senator
from Utah. I do not want to get all the
credit for this. I know there is enough
to go around. I do not see anybody else |
claiming it. I do hope, however, that
the administration will come in more
actively in supporting the President’s
1983 budget.

I must say that I do not quarrel with
the right of the Senator from Mon-
tana to offer the amendment. I have
several amendments I am going to
offer to his amendment. I would
rather it not be on this issue, that we
get on with social security. But If it is
the will of the Senate not to pass
social security before the Easter
recess, I am willing to accommodate
that wish. We can all go home right
now. We will not miss many votes on
this package.

I am committed to pass the social se-
curity bill as nearly as we can in the
form recommended. It is not a perfect

. package, but I do not think it is helped

any by this amendment.

I yleld to the Senator from Arizona
without losing my right to the floor.

Mr. GOLDWATER. Mr. President, 1
just want to comment that I stand
with the Senator from Utah (Mr.
GARN) on this. I oppose withholding as
strongly as he does.

However, I suggest to the Senator
from Kansas that he is probably losing
this fight himself. I am getting
damned sick and tired of hearing
sabout the American Bankers Associ-
ation.

1 am a stockholder of a bardk. My
brother is a director of a bank. I have
not had any mail from any banks. I do
not even get checks from them any
more.

[Laughter.]

I think the Senator should realize
that the American poeple do not like
this, and they do not care where you
put the amendment, whether it is the
15th of next month or now, or wher-
ever you want to jam it. Sooner or
later, the American people are going
to convince this Congress and the
President that they do not like the
withholding tax, or whatever you want
to call it.

I suggest to my friend that maybe
he should sit down and counsel with
himself in the quiet of some room or,
if the moon is up, maybe out under
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the moon, and maybe decide that his
tactlc is not working.

Mr. DOLE. I say to my frlend from
Arizom that I do not question his in-
tegrity or logic when he is debating
issues, and I do not appreciate his
questioning mine, but that is a right
he has.

I will say, as long as I have breath to
say it, that I am going to fight to

retain withholding on interest and .

dividends becfuse it is a good provi-
sion. You do not have to agree with
me, but, if not, you should agree that
we should not have withholding on
wages, either, and that repeal of both
will make the tax laws fairer. If you
are going to talk about earned Income
and earned income, you ¢an. ‘

I am going to spend my time on the
Senate floor to preserve this provision.

If you have not had any mail from
your banks, you have missed a great
treat, because some of our offices are
literally covered with mail.

I will be happy to send some over to
the Senator from Arizona if he wants
some malil. The Senator from Kansas
has lots of mail.

I do my best to accommodate Sena-
tors in this Chamber, and I do my best
to accommodate the President. If the
President calls me and says, “Senator,
forget about withholding,” I would not
be offended. It is not a personal
matter with me.

I just repeat again that this is a part
of the President’s 1983 budget. I think
it has alréady been made a part of the
RECORD. We could all get personal
about these things, and I hope that we
do not succumb to that, but it is not
very easy to try to retain this provi-
sion, in the face of this campaign of
preprinted post cards. But I do not be-
lieve any of us were elected just to re-
spond to the this sort of mail.

I know_the Senator from Arizona
would not do that. When I supported
him in 1964, it was for that reason.
You have to stand up sometimes even
though it may not be the popular
thing to do.

However, 1 would emphasize again
that withholding was included in the
President’s budget of 1983. It was not
dreamed up by the Finance Commit-
tee chairman, and it is not going to be
frittered away by the Finance Com-
-mittee chairman.

The Senator from Kansas may lose
on this issue, but I will continue to
criticize the American Bankers Associ-
ation for a deceptive campaign, -and
they know it is deceptive. v

If you read the Washington Post
yesterday, you know it is deceptive.

The Senator from Arizona would not
condone that kind of tactic, and no
one in this Chamber would.

It is a deceptive, shameful campaign
by the American Bankers Association.
That does not mean it is being carried
on by all the banks in our States. I
think that, despite the association’s
ads, some of my bankers are beginning

to understand that we are not picking

anyone’s pocket, that we are not loot-
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ing their savings, that this is not a new
tax, that peoples’ savings are not going

to disappear.

I would say that when the Senator
from Kansas and the Senator from
Iowa, Senator Grassixy, put together
& tax compliance bill last year, we did
not include withholding. In fact, the
Senator from Montana“referred to a
statement I made at that time about

But withholdmg was in
dent’s budget at that time. I recall him
telling Treasury Secretary Don
hard time

I am not going to defend people who
do not pay their taxes. I do not care
whether they be bankers, lawyers,
Senators, or anyone else.

If that is being stubborn, then I
guess I will just have to be stubborn.
What is at stake here is a social secu-
rity bill. We agreed in good faith to
debate withholding on April 185. I have
not reneged on that promise, and I do
not intend to. That does not mean 1
have to cave in because someone else
jumps up with an amendment 3 days
after that agreement and says, “I want
to delay withholding 6 months.”

I remind the Senator from Arizona
and others it was the Senator from
Kansas who, because the ABA com-
plained about the effective date of
January 1, 1983, made the motion to
delay withholding for 6 months. My
record with bankers, 8&L’s, and credit
unions is probably as good as anyone’s
in this Chamber.

However, that is not the point here.
The point is we have at stake here
about $20 billion in revenue over the
next 5 years. We must make the
choice. Do you want to charge it to the
deficit? This S8enator does not. Do you
want to collect taxes from someone
else who is paying his taxes now, do
away with the third year, do away
with indexing, raise taxes on business
to pick up the deficit? This Senator
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does not. Do you want to cut spending

$20 billion the next 8 years? I would

like to cut spending in some places,

but not just to take care of those who

are not paying their taxes. To me, that

g not very efﬂcient spending reduc-
ons.

80 we will have to debate it awhile.
It is not because the Senator from
Kansas has anything personal at
stake, but I would hope if you have a
conviction and if you have a responsi-
bility, you have a right to carry out
that responsibility. That i{s what this:
Senator intends to do.

The Senator from Arizona may be
correct that there ‘is a majority who
would like to get rid of withholding.
We could all write back and say,
“Well, this was a bad thing to do.”

But I have not yet been convinced
that, if it is so bad to have withholding
on unearned income, why it is 30 good
to have withholding on wages and sal-
aries? Can no one tell me why, if it is
80 good to take it out of the worker's
check, it is not right to withhold on
everyane else’s check? Why should it
not be taken out of interest and divi-

, dend income?

And I may say those who pay out
dividends are not complaining. The
corporations are not complaining.
Ehey are simply complying with the
W,
It is the savings institutions and the
banks who have led the charge, and

- maybe we should give in. I guess that

is the way you get ahead around here;
Just cave in and say, “Well, I cannot
stand the heat. My colleagues are
upset. They want to get rid of with-
holding. It is causing & lot of pain and
a lot of grief.”
Butljustluuestlmustbeoon-
vinced of two things: First of all, if we
had this delay and the bankers said,

.“OK, we want 6 more months to make

it work,” then I would say we should
talk about that. If I were convinced
the banks had- made only an honest
effort to repeal this, then I would say,
“OK, we did the best we could.”

But I believe, and I can see it in my
own mail, that the.tide is starting to
turn. Many have listened to one side
only. We have been covered up with
hundreds and thousands of postcards
from people who did not understand
the law at all. We have cards saying
this is a new tax. It is not a new tax.
The Senator from Montana does not
claim it is a new tax, to his credit. We
have cards saying, “You are taking
away my savings and I am frightened;
I am 65 years of age,” or “You should
not collect taxes on interest.”

That is not even the issue. IRS col-
lects taxes on interest and dividends
income with certain exceptions.

I do not know what the answer is.
The answer as far as this Senator is
concerned is not just to cave in. The
answer {8 to debate it, to keep the
agreement we made last week to bring
}t up on April 15, and then try to have
t out.
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It is going to be a freestanding
debate. The Senator from Kansas has
his rights and every other Senator has
his or her rights, but there are Sena-
tors in this Chamber who strongly
support withholding—not just one
Senator. I would guess there are prob-
ably 38 to 40 Senators who feel pretty
strongly about withholding.

. We do have veto provided by the
Constitution but we cannot just
govern by veto. If we have to start ev-
eryone adopting the popular thing
around here, I think we should repeal
all the taxes. A lot of people do not
like income tax at all. Why have it?
Just have a voluntary system. Mail in
what you want at the end of the year
and we will see how it comes out.

Let us not pick on the working
people. Most of them, like me, do not
care who owns stock in banks. They do
not own any stock in banks, or intend
to own stock in banks. I do not own
any banks. I am not a director in any
bank. I do not have much interest
income from the banks. I do not care
if they withhold on that interest.

So I would just say I have a feeling
this debate is starting to heat up, and
I would hope that we could stick with
the issue.

We came here prepared to dispose of
the social security package last week.
It should have been done, but no, we
could not do that because we all had
to cringe because of the bankers, and
we delayed the jobs bill.

Maybe that is all right. Maybe the
jobs bill is not that important. Now we
are faced with soctal security, and
maybe that is not that important. But
if somebody has a better idea on how
to handle the social security package
and we still have got five or six amend-
ments which are going to be debated,
then the Senator from Kansas will
welcome the idea. But I do not intend,
Just because one Senator criticizes me,
to walk off the floor. I do not want to
displease anybody in this body. I do
not want to displease any Senator in
this body, but I do want to make my
point, and once the point is made,
some may change their view. Let us
take a look at this Kiplinger Tax
Letter. That is a fairly respectable
letter; it is something I did not talk
about earler that might be of interest.
I kind of believe if we ever have an
issue, and it is very important, I would
rather have somebody up fighting for
what he thought was right than yield-
ing to pressure.

This is what the Kiplinger Tax
Letter said on February 25:

First, withholding. It is not a new tax . . .
or an extra tax, as some opponents have
said. Nor does it make 10 percent of savings
disappear.

That is what they are saying in the
bank ads. I do not know whether you
have ever seen the bank ads, ‘“Are
your savings going to disappear?”
That is net my answer, that is Ki-
plinger’s answer. “Small savers are
exempt.”

It goes on:
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The amount of tax that is withheld does
not disappear.

It is used to reduce what you owe when
you ante up in April ... or you can trim
your estimated tax and payroll withholding
during the year.

Your savings account needn’t be reduced
by the 10% tax. Your bank can tap your
checking account for it or you can deposit
that much more.

Withholding is aimed at tax cheaters . ..
to make them pay something instead of
having their share picked up by hiking
taxes on honest folks,

I do not even agree with that last
statement. I think a lot of it is inad-
vertent. Most taxpayers are honest,
but we are told by IRS that there are
20 million Americans who do not
report all their interest and dividend
income, and I have to believe most of
it is inadvertent and not dishonest.

What do we say? Do not worry about
it, we will get it from the workers? We
will get it from somebody else? It just
seems to me if there is a principle in-
volved here, it is tax fairness.

I have heard a lot of speeches on tax
fairness. A lot of people have intro-
duced a flat-rate tax proposal, to make
everybody pay, with no exemptions or
no deductions or a few exemptions or
no deductions. That is tax fairness,
and withholding is one way to make
sure everyone pays their fair share.

So, Mr. President, I hope there will
be some resolution of this, something
that will satisfy those who want to
leave to fight another day on this
issue.

I can tell the Senator from Arizona

-or anybody else that I do not get any

great pleasure in coming over here
every day and fighting withholding.
There are a lot of other things in our
committee we ought to be addressing,
including health care for the unem-
ployed, medicare, trade, a lot of issues
that affect a lot of States that we
cannot get to because every day we
have to come over and fight withhold-
ing. So from a personal standpoint,
the easiest thing to do would be to say,
“Get rid of it and let the President
worry about it.”

So, Mr. President, I would like to
yleld to the distinguished Senator
from Idaho for a motion without
losing my right to the floor.

Mr. MELCHER. Mr. President, re-
serving the right to object—

Mr. LONG. Reserving the right to
object, Mr. President, has the Senator
been given consent to yield without
losing his right to the floor?

The PRESIDING OFFICER. The
Senate has not been given such con-
sent. Is there objection?

Mr. LONG. I object.

Mr. DOLE. Mr. President, I do not
know what the motion was, but it was
in some way to end the impasse and
get on with the social security bill.

But if that is not going to be permit-
ted, then I think we will either offer

.additional amendments——

Mr. MELCHER. Mr. President, will
the Senator yield?
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Mr. DOLE. The Senator will yield
for a question without losing his right
to the floor.

Mr. MELCHER. Yes. If the Senator
will yield for a question, and I thank
the Senator for so doing, this would
properly be described not as a debate,
but it would most properly fit into the
category of a filibuster; is that cor-
rect?

Mr. DOLE. Not yet. But I think it
could be properly classified at some
point. I do not make any bones about
it. If this amendment has to be on the
bill to get social security, then it is a
filibuster. I am making the choice we
have to make particularly since we
have agreed to debate it later on. I
may have to yield on that someday. 1
am not suggesting I can hold the floor
that long, and I am certain a lot of
people are eager to get up here and
help me, but they are a little slow
about it, but it will come.

I think the more we discuss this
issue, the more people understand this
has been a multimillion-dollar cam-
paign. You can defend the banks all
you want to, but you cannot defend
them on this issue, and the Senator
from Kansas has defended the banks,
and I think my record is as good as
that of anyone else with the banks.
But I do not have to stand here and
accept a deception or have my integri-
ty questioned by the banks or their
ads or some of those who contact you
who have no idea what even some of
the bankers think—and I cannot be-
lieve bankers if they understood all
that was going on—I hope they all
read that Washington Post story—I
cannot believe that they would enter
into a campaign like this one, as
though you were getting ready to
market tomatoes or gasoline or auto-
mobiles; put people in a room where
you can look through a one-way
mirror and see what their reactions
are. The only thing we do not know is
what questions were asked and what
information they were given.

I will bet that I know what inferma-
tion was given. I will bet they told the
people that this is a new tax, and the
response from the participants was, “I
don’t want a new tax.” This Senator
does not want a new tax either. I will
bet the bankers told them they were
going to take money out of their sav-
ings accounts, maybe even that the
Government was going to loot those
accounts, and were told, in turn, “We
wouldn’t want that” and I would not
want it either. We do not know what
the bank lobbyists told the partici-
pants, although they had this market-
ing seance and they paid each $25.
They questioned them a while, and
then probably concluded, “we can
really rev this thing up. We can really
frighten the people and, in turn,
frighten the U.S. Congress.”

It has béen very effective. I just read
a while ago where the credit unions
themselves are going to send me 12
million pieces of mail, 8 million stuff-
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ers and 4 million response cards all
coming to me. That is flattery. I will
have the best maliling list in America.
We do not have all of them yet, but
they are coming in. That seemed to be
a little bit of overkill. The credit
unions have been tame by bank stand-
ards, and so have been the savings and
loan institutions.

I do not know what motion the Sen-
ator from Idaho had in mind, but I
cannot do it because I was on the
wrong side. So that takes care of that.

RECESS UNTIL 10 A.M. TOMORROW

‘Mr. BAKER. Mr. President, will the
Senator yield to me without losing his
right to the floor in order for me to es-
tablish a time for the Senate to con-
vene tomorrow?

Mr. DOLE. I yield.

‘Mr. BAKER. Mr. President, I ask
unanimeus consent that when the
Senate completes its business today it
stand in recess until 10 o’clock tomor-
row morning.

The PRESIDING OFFICER. With-
out objectlon. it is 80 ordered.

Mr. DO "Mr. President, if the
Senatereeeseeeetthhpoint.lzueu
the pending business will
amendment; is that correct?

The PRESIDING OFFICER. The
pending question will be the amend-
ment of the Senator from Montana.

UP AMENDMENT NO. 108
e (subnquently numbered amendment No.

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

The PRESIDING OFFICER. The
clerk will state the amendment: :

The legislative clerk read as follows:

The Senator from Kansas (Mr. DoLz) pro-

DELAY IMPLEMENTATION OF WITHHOLDING ON
INTEREST AND DIVIDEND INCOME
8rc. . Section 308A of the Tax Equity
and Fiscal Responasibility Act of 1982 is
amended by striking out ‘June 30’ and In-

Section 204(cX1) of the Depository Insti-
tutions tion Act of 1980 (12 U.8.C.

balance
depo:!t accounts authorized by this subsec-

MOTION TO RECONSIDER THE VOTE TO TABLE UP
AMENDMENT NO. 103 ENTERED

Mr. McCLURE. Mr. President, I
enter a motion to reconsider the vote
by which the motion to table unprint-
ed amendment No. 103 was rejected.

The PRESIDING OFFICER. The
motion has been entered.

Several Senators addressed the
Chair.
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The PRESIDING OFFICER. The
Senator from Kansas.

Mr, DOLE. Mr. President, let me¢ ex-
plain the amendment. The Senator
from Kansas offered a similar amend-
ment earlier—maybe the interest rate

appeared too low, maybe everybody
does not believe that we can get it
down to 6 percent, 80 we raised it to 8
percent. If that happens then, of
course, you delay withholding, as the
Senator from Montana wishes to do,
for a 6-month period.

Apparently Members here do not
want small savers, working people to
buy money market funds, so we raised
it from $300 to $500. The minimum
now is $2,500. I hope that, with this
fﬁhanze anlnwecmfocusonthereel

ue.

Now, if we are cohcerned about
delay and if we are concerned about
depositors, let us make it clear. You
cannot put your $500 savings in a
money market insured account. It has
to be at least $3,500. Why can you not
put less in a money market account?
Because that means that much of the
money will come out of the passbook

this savings which pay only 8.8 percent.

This would make it possible for people
with only $500, which would be most
Americans, to go in and get & money
market fund rate of interest, to receive
9 percent rather than their passhook
savings rate of 5.5 percent.

It is a serious amendment. If, in fact,
you are concerned about the delay of
withholding, as the Senator from
Montana is, then I believe this would
tielttothatmdwouldmakeit!eul

ble.

SO,Mr Preddent.llmpethatatthe
appropriate time we might act favor-
ably on the amendment.

Mr. LONG addressed the Chair.

be
- The PRESIDING OFFICER. The

Senator from Louisiana.

Mr. LONG. Mr. President, I would
nketomakeclwlortherecordthst
there are many of us who were here
when the agreement was made with
Mr. Kasren that his
would be considered in connection
with a trade bill at a future date.

Mr. President, I was here at the time
that unanimous-consent ent
was made. I made it clear at that time
that 1 personally would object to in-
cluding in that unanimous-consent
agreement a stipulation that would
preclude any Senator from offering
either the Kasten amendment or any-
thing that has to do with withholding
on the social security bill.

Idldnothavelnmind:tthattlme
offerlnz such an amendment, Mr.
President. I was aware of one Senator.
not Mr. MEICHER, but another Senator
who was thinking about offering such
an amendment, basically the Kasten
amendment, on the social security bill.
And with that Senator being absent
from the Chamber, I thought it was
my duty to protect his rights. 8o far as
I know, he has not chosen to offer
such an amendment.

I think it should be clear, Mr. Presi-
dent, that if there was some agree-

amendment Wi
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ment with Mr. KasTew or with some of
his supporters that they would not
offer or not vote for a withholding
amendment on some other measure
other than the trade bill that Mr.
KasTN had an agreement about, that
did not apply to many of us. I know it
did not apply to the SBenator from Lou-
isiana, and I am not aware of anybody
who agreed to be foreclosed from of-
fering an amendment dealing with
withholding on some other revenue
measure, _

Itwa.smyviewa.llthetlmethntw.
KasTEN, in complete good faith and
complete sincerity, made a noble tight
for the position that he believed in. He
carried on that fight with a great deal
of adverse publicity from a daily news-
paper here in Washington, D.C., and
with some perhaps unfair presentation
against him in othér areas of the
media to that he was npt
within his rights or he was doing
something tmproper by offering that
amendment on the jobs bill,

Mr. President, I would have had
some difficulty supporting Mr. KASTEN
if a point of order was made that his
amendment was legislation on an ap-
propriations bill, bea.une the Senator
from Louisiana likes to nphold the
Chair when he thinks the Chair is
right. Generally , he knows
the Chair is ruling after tting the
advice of the Parliamen and 80

I had advised Mr. KM!IR that, in
my judgment, the jobs bill was not a
good bul on which to offer the am

other bill, but ingtead to offer it on
the jobs bill. He made a noble fight
and I applaud him for the effort he
made.

Mr. President, the fact that the Sen-
ator from Wisconsin offered his
amendment on what I believe to be
the wrong bill should not preclude
those who strongly believe in repeal-
ing withholding on interest and divi-
dends from offering their amendments
on some other measure. It is clear to
the Senator from Louisiana that if
they are going to get any action, they
are not going to get there on some
minor money bill. They are going to
have to have something that is headed
for the President’s desk and they are
going to have to offer it on something
that has a lot of steam underway.

I oftentimes make @ comparison
when you offer something as a rider to
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a bill, a comparison to a rider on a
horse. For an amendment that has the
opposition of the chairman of the Fi-
nance Committee, has the opposition
of the President, has the opposition of
the Speaker of the House, has the op-
position of the chairman of the Ways
and Means Committee, in order to get
that type of revenue amendment to
the President’s desk and have any
chance to be written into law, that
rider has to be on a big, strong horse.
It cannot be on a very weak horse be-
cause, otherwise, it is not going to go
anywhere.

Mr. KasTeEN was persuaded to agree
to debate his amendment and offer it
on a trade bil], a bill that is favored by
the administration, but a bill that has
not even passed the House of Repre-
sentatives. The bill would be subject to
a coanstitutional objection in both
. Houses in that revenue bills must
originate in the House of Representa-
tives. In the judgment of this Senator,
if that is all the Senator has an agree-
ment on, it does not have a strang
enough force to carry his rider any-
where, even as far as the House of
Representatives; and certainly not
past the House of Representatives.
The Senator from Louisiana has felt
all along that if this matter was to be
acted on favorably, it would have to be
added to a very significant measure,
something that was headed for the
White House.

Now I can appreciate the position of
the chairman of the committee. He
feels strongly about the matter. I have
no doubt that he is just as sincere as
everybody else who has taken part in
this matter. I realize that he is making
a noble fight for his position as the
good Lord gives him the light to see it.

But, Mr. President, I do not think
the chairman of the committee, or any
single Senator charged with a parallel
respohsibility, over a period of time
can stand in the way of major meas-
ures that he has the responsibility of
passing through this body and sending
over to the other House for the House
of Representatives’ judgment, and on
down to the President.

I have been accused of filibustering
some measures when I was managing
on occasion. From my point of view, it
was not a filibuster. It was a very
informative, well-considered debate—
because over a period of time I got my
way about the matter and if you do, it
is not a filibuster. If by delaying the
matter and prolonging it, whoever is
the manager of the bill proceeds to
have his way about the matter, that is
not a filibuster. That is very effective
debate in the best tradition of the
Senate.

So, in a way, one might say it is the
other guy, it is the fellow who was just
sitting there and listening, who was
doing the filibustering. Because if you
win, it is apparent on the face of it
that the speaker convinced the audi-
ence to see it his way.

But I do think, Mr. President, that
the record should be clear that there
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are a lot of us here, and I think per-
haps a majority—we will see whether
it is a majerity, but oertainly a lot of
us—who have taken the position that
we will vote to repeal the withholding
provision. Having done so, we believe
it our duty to vote to do so at every op-
portunity.

To make that stick you cannot vote
to do it on this bill but not to do it on
that bill. You cannot afford to take
the attitude: “Well, you see, we tried
this time, but we led off on the left
foot and we should have led off on the
right foot. So we cannot vote for it
this time. We have to wait to start off

on the other foot.” If you do that,

there will be somebody who thought
you started out on the right foot to
begin with.

You simply have to be consistent in
taking the view that this matter ought
to be changed .and that the amend-
ment should be offered on a signifi-
cant bill, not just one bill, but just
keep offering it on significant bills up
until you finally get it en something
that is going to the House of Repre-
sentatives. If the House of Repre-
sentatives, for some reason, escapes a
vote over there, then effer it on some-
thing else headed that way.

I do not believe, Mr. President, that
those of us who happen te agree that
it was a mistake to enact withholding
and that the matter should be re-
pealed ought to be held up to oppro-
brium and scorn for doing what we
think is right. I am not sure anybody
wants us to do that. We are voting as
we think we should on this occasion.

I would hope that in due course we
would have the opportunity to vote on
the amendment.

I do not challenge the right of the
chairman of the committee to do what
he is doing. He has every right to
debate the matter at length, to offer
amendments, and to resist, in every
way he knows how to resist, an effort
by those who would like to change
something that he thinks is very good
gw and thinks should remain in the

W.

But I do think that he and all of us
in due course will, and I think should,
agree that this is a matter which has
sufficient support in both Houses. The
majority of the U.S. Senate thinks this
provision ought to be repealed. A ma-
Jority of the House of Representatives
thinks it ought to be repealed. In the
name of democracy, why can we not
vote on that measure? Why should we
not be permitted to have a vote?

This Senator knows how to delay
matters. He has done it many, many
times, and I am sure that I will do it
again between now and the time the
good Lord calls me. I think it is in the
best tradition of the Senate that one
who feels strongly against the view of
the majority should make himself
heard, should. fight for what he be-
lieves in. So I applaud the Senator
from Kansas for the fight he is
making. But I do think, on behalf of
the rest of us, if we in the majority
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have told people we are going to vote
to repeal this—and I have answered
those 58,000 letters telling them that I
will vote to repeal that provision--if
we are sincere ourselves, then it seems
to this Senator that we have no busi-
ness being weak in our resolve, that we
should steadfastly support the posi-
tion to which we have committed our-
selves until such time as we have a
vote-on it, until such time as we send
it to the House of Representatives to
see what the House will do on the
matter.

Mr. DOLE addressed the Chair.

The PRESIDING OFFICER. The
Senator from Kansas.

Mr. DOLE. Mr. President, I do not
quarrel with my distinguished friend
from Louisiana, but even though there
might be a majority on this position, a
majority here and a majority in the
House, as I indicated earlier the Presi-
dent could still veto any measure
which passed, and it would require a
two-thirds vote to override that veto.

I cannot speak for the President on
the social security package, though 1
know he wants this very badly. I may
speak long enough to find out from
the President, to find out if he intends
to veto the social security package if
this amendment is on it. We might as
well find out so everybody knows what
the ground rules are. If that is what
we want to do, then I think that is the
choice we have to make.

I can recall—and I do not want to
get into a quarrel with the Senator
from Louisiana or the Senator from
Arizona or anyone else—I remember
on the windfall profit tax, they
wanted to tax royalties, and the Sena-
tor had 70-some votes, but he would
not stop talking. I supported the Sena-
tor from Louisiana. Do not give me
that line about a majority. The point
is when you think you have a major-
ity. That took several days, as I recall.
I supported the Senator from Louisi-
ana and the Senator from Missouri
stood there with 20-some votes when it
was over. That was a clear majority on
the windfall profit tax vote. I tucked
that in my mind for the day when
someone would say, “I have a majority
against it, why not everybody give
up?n

Mr. LONG. May I say to the Sena-
tor, if I had known I had 70 votes, I
would not have been talking so long.

Mr. DOLE. Well, the Senator had a
pretty good whip check. I think he was
off by one.

I do not quarrel with the Senator
from Louisiana. Some issues depend
on who has the responsibility of lead-
ership. The Senator from Kansas has
that responsibility in this Congress. If
I did not have the responsibility, if I
were not in the majority, maybe 1
would not be supporting withholding.
I have been guilty of a lot of game
playing over the years, and I have
been on both sides of the withholding
issue—I voted with the Senator from
Louisiana for withholding in 1976, I
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put out a strong statement in 1980
that it was a bad idea, I am now find-
ing out it may not be a very good idea
as I hear my colleagues discuss it and
discuss me in the process—the point is
it is the law since 1942 for wages and
since 1982 for interest and dividends. -

I might also say that it is in the law
in Japan, where 20 percent is withheld
on interest and dividends; in the law in
Germany at 25 percent on dividends:
35 percent in the United Kingdom on
interest; in the law in France at 10
percent on corporate bonds; in the law
in Belgium where it is 20 percent on
interest and dividends, and in the law
in Italy where it is 30 percent on inter-
est and dividends.

This is not an ides that has sprung
up overnight in this country. In fact, I
believe it has been in the law, off and
on, for well over 100 years.

I will be happy to yield to the Sena-
gr from North Carolina for a ques-

on. : ,

Mr. HELMS. I do not have a gues-
tion, Mr.. President, but I _wonder if
the Senator will yield with the under-
standing that he would not lose his
right to the floor. .

Mr. DOLE. I will be happy to-yleld
but’got for the purpose of any amend-
men

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

- The Senator from North Carolina,

Mr. HELMS. I thank the Senator
from Kansas, and I thank the Chair.

Mr, President, I do not agree on this

issue with the distiriguished Senator

from Kansas, but unless I misread this
Senate, he need have no concern
about many Senators not admiring the
fight he has made. I know from some
small experience it takes a little bit of
guts to stand up against a difficult
proposition. As a matter of fact, I had
a confrontation with “Rudolph the

Rednosed Reindeer” last December,”

and now the Senator from Kansas is
apparently going to have one with the
“Easter Bunny.”

But, Mr. President, I do admire the
Senator even though I do not agree
with him on this particular issue,
though I may later on with the per-
suasive powers which he has.

I do want to refer to a comment
made earlier that it was demagoguery,
as I heard the comment, to vote in

favor of repeal or delay in the imple-

mentation of the withholding on divi-
dends and interest. -

It is not demagoguery. I would say.

furthermore that when the unani-
mous-consent agreement was offered
and agreed to, I specifically asked the
leadership if that would exclude this
matter being considered on the social
security bill. The answer of the major-
ity leader, of course, was it would not.
I even asked if anybody would be of-
fended if the repeal were to be consid-
ered, and the answer to that was in
the negative.

I will say that in my judgment, Mr.
President, the offer that the distin-
guished Senator from Wisconsin ac-
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cepted and agreed to was scarcely any
offer at all because the reciprocity bill
on its face is unconstitutional. It is
never going anywhere. A vote on that
would be absolutely meaningless.

I did not mean to digress sd far, Mr.
President. 1 simply wanted to pay my
respects to the distinguished Senator
from Kansas and to assure him that
insofar as 1 know, certainly speaking
for myself, I have only the highest ad-
miration for him for fighting the fight
that he feels should be fought. I thank
the Senator for yielding. .

Mr. DOLE, Mr. President, I thank
my colleague from North Carolina. I
hope the record shows that even last
Christmas the Senator from Kansas
was not one of those who was seeking
to limit any Senator’s rights because
this Senator happened to be on the
other side of an issue. In fact, as I
recall the debate, I think I said, “Well,
this has gone. far enough.” Many were
critical because they wanted to go
home for Christmas. The gas tax prob-
ably secondary in many cases. I hope I
did not step over that line. .

Mr, HELMS. The Senators did not.
The Senator is always honorable.

Mr. DOLE. Again the bankers have
done an effective job. They have lots
of money. They do not pay much in
taxes, so they have a lot of money to
spend on things they mall out. This is
a little speech they sent out marked
“Speech Copy.” Just in case you could
not write one yourself, they provided
one. On this issue, I do not need any-
body to provide anything, but on most
things, it is a question of whether we
can read or not.

I might say I agree with the Senator
from Arizona; if the staff ever left the
floor, the Senate would probably ad-
journ in May of every year, but some-
body always finds something for us to
say or an amendment to offer.

This little speech is entitled “The
Government Wants a Plece of Our
Savings.” The title itself would not in-
dicate anything wrong with this law.
It just says they want a piece of our
savings.

Then the copy says:

There's something I'd like to talk with
you about that's part of the tax legisiation
passed -this year. This part of the new tax

-law did not receive a lot of attention, but 1

believe it's a consumer volcano that is about
to erupt. .

It was not about to erupt when this
speech was drafted, but put a few mil-
lion dollars along with the speech and
you can get anything to erupt.

A part of the new law due to go into effect
in July of next year requires to make a man-
datory interest-free loan to the government.

That is a litile overstatement. I
imagine the working people of this
country feel a little concern about
that. They have been making interest-
free loans to the Government for the
past 40 years. And other taxpayers
who pay estimated tax will Mkewise be
skeptical. Again, the point I make is
why should we withhold on the work-
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ing people of this country, but not on
those who receive unearned income?

‘The speech goes on:

This will happen—and you will have no
choice in the matter—because the govern-
ment will be requiring all institutions that
make interest and dividend payments to
their individual customers to withhold for

-federal taxes ten percent of the interest and

dividends you have earned. :

That is a little misleading, because
many taxpayers are exempt-—

This means the Government will have
free use of your money. It means you and I
and the other Americans who earn interest
on dividends will lose a lot of money.

What about all the wage earners?
They lose a lot of money all year, be-
cause ‘'we are withholding it on a,
weekly basis, every 2 weeks, every
month: ®

Savers and investors will lose an estimated
$1.5 billion in reinvestment and compound-
ing on their earnings.

On July 1, 1983, the government will cut
taxes by 10 percent. On the same day, the
government will reach into your savings ac-
count to withhold 10 pereent af your inter-
est earnings.

The obvious ploy there is to indicate
that you did not get a tax cut; we are
going to take it all back because you
are going to pay taxes on your inter-
est. Most people pay taxes on their in-
terest and I assume most people pay
taxes in any event.

Then they go on to talk about the
Government’s purpose in this law.
Then they say: :

But let's look at the facts. According to
the Treasury Department, Taxpeyers are al-
ready paying taxes on 95 percent of their in-
terest and dividend income that is subject to
reporting.

That is not accurate. They know
that is not accurate. That study was

- based on three conditions that have to

be met. I shall come back to that.

When you consider that approximately 75
percent of individual tax returns submitted
end up with refunds, it is pretty obvious
that instead of real income to the A
there will be a surge of unreal new money in
1983, most of which will have to be returned
to the taxpayers the following year.

Then they went on to talk about dis-
incentives to savings. I think that was
probably fairly accurate. They did
point out that there were exemptions.
I must say the bankers thought we
added too many exemptions. That is
one objection they had. Maybe we did.
Maybe it made it difficult for the
banks. Maybe they had to put two
computer buttons on instead of one.

While I am thinking about it, not all
the big banks are for withholding. Ci-
ticorp and Citibank is a strong oppo-
nent of withholding and it is a fairly
substantial bank. The make a lot of
loans to foreign countries. They have
urged other banks not to seek a resolu-
tion of this issue. .

The procedure for getting an exemption
brings up a major privacy concern.

Then they go on to make it appear
that you are going to have to reveal a
lot of facts about yourself and your
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income when you want an exemptien
certificate. That is a flatout mistake.
All you have to do is fill out boxes to
say you fit in ene of five eategories.
You do not have to say how old you
are, anything, just check the box. Just
pu¢ yowz name, your State, your ac-
coumt mamber, and you sign. That is
all you have te do.

How would you like your bank teller who
may be yaur neighbor er a member of your
church, te see how much tax you pay?

That is deception. Where is the W-6
form? That is flatout deception. It
goes on to say: “Isn’t this a personal
matter?”

Here they are planting the seeds of
distrust and doubt, saying, “Oh, yeu
can’t t#ust the Gevernment. They are
going to make you pay.”

ATl you have to do is check omne box.
You do not have to check that your
tax liability was $600 or less, that you
are 65 or older, that your spouse,
along with you, filed a joint. retusn, if
your tax liakility was $1,680 or less.
You de not have to say, “My spouse
and I are both 63, we filed a joimt
return last year.” You do mot have to
check any of those. You just check a
box. The box says, “To claim an ex-
emption on the accouns above, cheek
here.” Theze is o mention of speci-
fcs. Youwr neighbor is not going to
know anytling.

Then, on the next page, the speech
says .

This miearm banks and ether imstiutions
will be required to file more repewting forms
and she IRS will be required to impzove its
recordkeeping. These approaches are much
more effective than withholding, whieh pe-
nalizes millions of taxpayers.

And besides costing savers and investors
$1.5 billion in lost reinvestment and com-
pounding, sdvance witisholding wilf cost the
Treasury millions of tax dellaes it eostd be
earning on taxes payahle on those emrnings.

Thet is mot true, either. There is mo
expense at ail because we have a float
bui¥t into the law, which swys to
banks, whetlrer tkrey are big, small, or
medium-sized banks, your are goirng to
recover enough from the float to pay
your expenses.

Then they say the Government will
be literally picking the taxpayers’
pockets. This will give the Govern-
* merrt pernission to what? Te¢ loot yoar
savimgs account, they say.

That s the American Bankers Asso-
ciatfon speech. They sent it out to
people aft around the country. Accord-
ing to them, we are going ta be picking
their pockets and we have permission
to Ioot their savings account.

If you listened to that speeckr and
you were 65 or 45 or 25, you would be
mad. You would be outraged. You
would be very willing to fill out a few
cards and send thenr to your Congress-
men, particalarly when the banks pay
the postage. All you have to do is sign
your name. In some cases, you do mot
have to sfgn your name.

Mr. METZENBAUM. Will the Sema-
tor from Kansas yleld for a guestion?

Mr. DOLE. I ana happy to yieM to
the Senater from Chio.
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Mr. METZENBAUM. The Senater
from Ohio is perplexed as to how the
bamks have been able to send in so
many thousands of pieces of mail or
cause them to be sent in. Obviously,
they had been printed up. 1 have
before me the Tax Code, whieh pro-
vides that provisions of paragraph 1
shall not be construed as allowing the
deduction of any amount paid or in-
curred in comneetion with any attempt
to influence the general public or seg-
ments thereof with respect to legisla-
tive matters, elections, or referenda.

My question is, how have the banks
been able to figure out a way in which
they can deduct from their expenses

all of the costs which they have in-

curred fn comnection with this lobby-
ing campaign when the code specifical-
E{ spells out that that is not permissi-

e?

What steps, if any, will be taken by
the IRS to cause the banks to pay out
of their own funds these dollars? As I
see it at the mroment, it appears that
the taxpayers are actually subsidizing
this lobbying campaign to influence
the results of this vote timat is on the
floor of the Senate at the moment. I
wonder if the distingmished Senator
from Kansas, chairman of the Finance
Committee, can expain how the banks
are able $0 do this &t the taxpayers’
expense?

Mr. DOLE. Mr. President, ¥ appreei-
ate the gquestion. We have been won-
dering aboat that oarselves. I must say
in faiwness to the banks, I do not be-
lleve many banks are going to try to
deduct this as a busimess expense. In
fact, some of the ads I lsase seen clear-
1y state that this is not dedactible.

I mmust say, again alluding te the
Washington Post story of yesterday, it
says here:

Perhaps a8 many as 80 miillion such
“statement stuffers” went out; no ome bas
an exact eount. The returns were dzamasic.
The Senate mail roem reports that. its first-
class mail volame has ballooned from 5 mail-
lion pieces In the first two months of 1982
to 9.5 miffion in January and February this
year, with the withholdimg issue accounting
for virtually all of tive increase.

In other words, in most of those, the
bankers paid the postage. They ran
them through their meters. ¥ am not
certain how we are going to determine
how muech the taxpayers paid for all
this misinformation from the Ameri-
can Bankers Association.

But I assume it is a substantial
amount. We are investigating tlat, I
might say te thre Senator from Ohio.

Mr. METZENBAUM. It seems to
this Semator that maybe we conld help
balance the budget if we eould get the
bankers no¢ to deduet all the expenses
they incurred in connection with this
lobbying effort ons their part.

Mz, DOLE. I eertaindy share the con-
cern expressed by the Senator fram
Ohio, bat I have seen, 3 musi say,
many cases where it s explieitly stated
but, as the Senator krows; the seetion
he referred to prohibits the deductien
of grassroots lobbying costs. And we
have been told this is a grassroets
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campaign. They should not be deduet-
ed. I am not cextain what the Senator
from Kansas ¢an do about it, but I
hope to—— :

Mr. METZENBAUM. Certainly she
Senator from Kansas is in a position
to prod the IRS to make some neces-
sary inquiries to see that this lobbying
campaign is not deducted ané that the
banks, savings and loans comply with
the language of the law, which is obsi-
ously very specific, and I would hepe
the Senator would do so.

Mr. DOLE. 1 appreciate that, ane I
think I am prepared to take whatever
appropriate action I can to make sure
the law is complied with; that is all, mo
more, no less. I would guess that many
banks are in total complianee and
some may not be, but I appreciate the
question, and it is a matter that I hope
to discuss with the Senator after the
debate.

I would just like to conclude amd
then I will yield to the majority
leader.

I was going to wrap up en this little
prepared speeclt that the bankers sent
out all across the country. I might just
say again that some bankers, #fter
they read the speech, refased to use it.
The peint is it was distributed all
across the country. In additienn to
saying we had authorized looting—
that is what the bankers said, looting
of savings and pfeking pockets—they
wanted to issue a challenge to:

Ask your Congressmen and Senaters to
commit themselves on this issue. Let them
know that this issue i{s important emought
to sway your vote.

And on and on. I do not really quar-
rel with that, but they talk about this
grassroots movement to get this re-
pealed. And they conclude:

The Government wants & piece of our sav-
ings. Instead, let’s give Congress a piece of
our mind.

Well, again “a piece of the savings”
is a misrepresentation. All the Con-
gress wants, all the Government
wants, all the people ought to
demand—im fact, if I were a taxpayer,
I would demand it—is that the Cen-
gress not give in on this issue. ¥ I were
paying my fair share of taxes, I would
not want my Rmeighber, or my neigh-
bor’s neighbor, or someone in the next
town, or semebody in the Senate, or
some physician, or some banker, or
some worker, or whatever not to pay
their fair share.

We have spent a lot of time in this
Chamber talkimg abous unfair tax-
ation, and raising taxes, and spending
the taxpayers’ dollars Sookishly, but I
cannot believe we can justify telling
the American taxpayers, the people
who pay tkeir fair share of taxes, that
we do not really believe in fairness and
we do not belfeve that we shoudd with-

. hold taxes en unearned inceme, omly

on earned imcome.

I hope that we can continue to
debate this issue. I know that # is
going #o be frustrating, and again I do
not want to get at odds with amy
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Member of this Senate; the Senator
from Kansas plans to be here awhile, I
understand that you cannot make
these things personal, so the Senator
from Kansas i3 willing to debate it
fairly but debating it fairly means
giving us the same opportunity the
bankers have had the last 60 days
‘without any opposition and giving us
the opportunity to inform the Ameri-
can people. I have to believe that
people in my . State trust me for the
most part, and I really believe that
those who have written letters that
were less than friendly, if they really
focused on the issue and if they are
paying their taxes—and most of them
are—will say: “Well, we made a mis-
take.” In fact, I will bring letters to
read on the floor tomorrow, or the
next day, or the next day where
people who have the facts apologized
for sending the postcard. There are a
lot of those people out there. They are
good people. They are like anybody
else, however; it you tell them some-
thing long enough, they will believe it.
If we take money out of their savings,
they otight to come back and talk to
We ought to set the Recorp straight
and we have to have both sides of the
argument. I know it is difficult to take
an a powerful lobbying group, and I
am certain others have done a better
job than .this Senator in other issues
at other times, and ‘I know .this time
will pass. But until it passes, the Sena-
tor from Kansas is going to make
every effort he to make certain
that the law is not repealed or délayed
unless we can assure the depositors
across this country that the banks are
going to cooperate in lowering interest
rates and permitting people who do
not have $2,500 to buy money market
funds and some other basic changes.
We may not succeed in that. I am
almost convinced that the bankers
a.ll.my be too powerful for any change at

'Mr. BAKER addressed the Chair.

The PRESIDING OFFICER. The
majority leader is recognized.

Mr. BAKER. Mr. President, first let
me say that I congratulate the Sena-
tor from Kansas. I not only agree with
him, but I admire him for the coura-
geous stand he is taking. I think he is
correct, and I think time will prove
that he is correct.

MEDICARE: STUDY ON IMPACT OF PROSPECTIVE
) PAYMENT METHOD

@ Mr. LONG. Mr, President, my good
friend and colleague, the Senator from
California (Mr. CransToN), has asked
me to ask the distinguished chairman
of the Finance Committee (Mr. DoLE)
a question regarding . section
303(aX2XC) of 8. 1 as reported. That
provision requires the Secretary of
Health and Human Services to con-
duct and report to the Congress on
studies rela to the advisability of
making ch: in the diagnosis-relat-
ed group prospective payment method
in certain situations.
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The Senator from California’s ques-
tion pertains to the scope of the study
and report to the &) required
by clause (ifi) of section 303(aX2XC)—
on “the application of severity of ill-
ness, intensity of care, or other modifi-
cations to e diagnosis-related
groups, and the advisability and feasi-
bility of providing for such modifica-
tions.” The concern here is whether
these DRG modifications would take
account of the proportion of severely
il patients that hospitals serve, the
proportion of high-intensity care that
they provide, and the proportion of
cases in which they provide complex
care. More specifically, the question is
whether the Secretary is intended to
study and report on whether hospi-
tals—typically large urban hospitals—
that treat disproportionately large
numbers of severely ill patients, and
provide complex or highly intensive
care in a disproportionately large
number of cases ' recejive equitable
levels of payment under the new
system and, if they do not, what
changes in the payment methodology
should be made to insure that they do.

Mr. DOLE. Mr. President, I assure
my good friends, the distinguished
Senators from Tennessee (Mr. Long)
and from California (Mr. CRANSTON),
that this study provision definitely is
intended to require an evaluation of
the impact of the new prospective pay-
ment system on tertiary care institu-

"tions providing complex - care and

having a high case-mix intensity. The
study is also intended to focus on

‘what, if any, remedies would be appro-

priate to insure that they receive equi-
table treatment under the new prop-
sective payment system.: '

Mr. LONG. Mr. President, on behalf
of the Senator from California and
myself, I thank the very able chafr-
nlnan for that very helpful clarifica-
tion.e
@ Mr. DOLE. Mr. President, the Sena-
tor from Kansas has been questioned
by the Senator from Georgia (Mr.
MATTINGLY) and others-about the effect
of the Finance Committee provision
clarifying the effect of dictum in the
Supreme Court’s decision.in Rowan on
the issue of the taxation of fringe
benefits. I would like to assure each of
my fellow colleagues that this provi-
sion which limits the scope of the
Rowan case is not intended to change
the law on the issue of the taxation of
fringe benefits either for income tax
or social security tax purposes.

Some employers have argued by
analogy that the Internal Revenue
Service regulations under IRC section
681—defining gross income—or Internal
Revenue Service regulations under
IRC section 3401—defining wages for
purposes of income tax withholding—
exclude certain employer-provided
benefits from inclusion in the social
security wage base of employees.
When the Supreme Court decided
Rowan Companies, Inc., against
United States, which held that the
value 6f meals and lodging which are
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excludible from the gross income of an
employee are also excludible from the
social security wage base of the em-
ployee, it also stated that the defini-
tion of wages for social security tax
purposes and the definition of wages
for income tax withholding purposes
should be interpreted in tions in
the same manner. This dictum has
been interpreted by some employers as
supporting their exclusion of employ-
er-provided benefits from the social se-
curity wage base of employees.

The provision in the Pinance Com-
mittee bill states that: -

Nothing in the regulations prescribed for
purposes of chapter-24 (relating to income
tax withholding) whi¢h provides an exclu-
sion from ‘“‘wages” as used in such chapter
shall be construed to require a simflar exclu-
sion from “wages” in the regulations pre-
scribed for purposes of this chapter.

This provision does not require that
employer-provided benefits be includ-
ed in the social security wage base of
employees and no inferences-can be
drawn that this provisions expands
the authority of Treasury to include
employer-provided - benefits in the
wage base of employees. :

When the committee included this
provision it was: only reversing the
dictum in Rowan by providing that
the determination of whether or not
amounts are includible in the social se-
curity wage base is to be made without
regard to whether such amounts are
treated as wages for income tax with-
holding purposes. There was no discus-
sion of the fringe benefit issue and no
intent to express an opinfon'on wheth-
er or not any employer-pirovided bene-
fits should be included in an emloyee’s
gross income or social security wage
base. The provision merely decouples
the definition of wages for income tax
withholding purposes and the defini-
tion of wages "for social security tax
purposes. No inferences should be
drawn from this provision concerning
the issue of including or excluding em-
ployer-provided benefits from the
social security wage base of employees.

Congress has enacted a moratorium
prohibiting the issuance of regulations
on the inclusion of fringe benefits in
gross income of employees. This mora-
torium expires on December 31, 1983,
Hopefully, we will address this issue
before the moratorium expires and
settle the issue once and for all. The
provision in the Finance Committee
bill on the Rowan'case does not imply

opinion on whether or not fringe
nefits are includible in.an employ-

'8 gross income or social security

age base. These issues are still open

or Congress to address‘.o

ROUTINE MORNING BUSINESS

Mr. BAKER. Mr. President, I do not
think we will pass this bill tonight.
Therefore, I ask unanimous consent
that there now be a brief period for
the transaction of routine morning
business to extend not past 8:15 p.m.
in which Senators may speak.
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