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As we discussed at yesterday’s meeting, it would be helpful for us to take Gramm’s words--1 in
3 dollars-- and establish that at the outset as a restricting principle to reduce the substantial risk

thWOws as it goes through the process. Attached is a transcript from the
Congressional Record of Gramm making this pointy repeatedly that should be shared with

Daschle.




h kids about tobacco in a very
‘raijghtforward, good way so that they
‘faslsy the temptation and peer pressure
smoke. - .
S am glad to stand with my
2 ands in the Senate who took at this
aé an . opportunity to stop deaths, to
top the. targeting of our children. And
y am very hopeful, Mr. President, that
“wa will, in .fact, end up with a strong
lece of anti-tobacco legislation.
Thank you very much, I say to my
olleague from Texas, for his generous
-gpirit. I yield the floor.
"Mr. GRAMM addressed the Chair.
The PRESIDING OFFICER. The Sen-
tor fror Texas.
Mr. GRAMM. Mr. President, let me
first.say If we pass this bill I hope that .
‘wa will be successful In inducing not
y teenagers but other Americans to
sbme to thelr senses and to stop smok-
“ing. . . :
: gnce in my life I was an economist.
-And any economist will tell you, other
things being the same, at a higher
price people -will consume less of &
.given product. The problem, of course,
4n the real world is generally.other
things are not the same. - :

A concern I have ralsed that has not
bteen dealt with is that no country in,
the history of the world, so far as I am
aware, has ever imposed a tax at the
Aevel we are debating here and not had
a black market for cigarettes develop.
‘In Britain, 50 percent of c¢igarettes
ars gold on the black market. In Italy
it 18 20 percent. Canada ralsed cigarette
taxaes to try to {nduce teenagers Lo stop
- smoking, but then thelr country was
" inundated with lllegal cigarettes. The

- effect was to actually lower the price
of cigarettes bought on the black mar-
ket. Canada, in an extraordinary ac-
tion, actually repealed the tax in-
crease, And the minister of health sald
that by repealing the tax increase, and
' thereby forcing teenagers to attempt
to buy cigarettes through legal chan-
nels they would reduce teen semoking.
. By limiting the économic foundation of

.the black market, they might be more
successful in reducing teen smoking.

I am hopeful that, if in fact we raise
. taxes to the degree we are talking
‘- about, something good will come from
' it. Obviously, inducing teenagers to
smoke less would certainly be-a.good
thing. .

. ) The i{ssue I want to address today,

F .. and the 1ssué that I hope we will vote

i on before we go home for the recess, is
the lsaue.of what we are going to do
with this money. We can debate end-
lessly what the tax increase is going to
do and what it is not golng to do. I am
still very much troubled by the impact
of this tax increase on real people.

In listening to many of the strongest
proponants of this bill, you get the idea
they are taxing tobacco companies.
That somehow we are gotting revenues
from companies that have conspired to
decelve the public, that have conspired
to induce téenagers to smoke. There-
fore, not only are we getting the good
of higher prices and the impact that
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might have on consumption, but in fact
there i8 almost a retribution quality to
1t. ' ’

I guess I have to temper that with a
.cold recognition that in this bill we are
not taxing tobacco companies. In fact,
we have an extraordinary provision in-
this bill that makes it illegal for to-
bacco companies not to pass the cost
increase through to consumers. .

8o _except for a look-back provision,
where we. are actually going to poll
teenagers, and if we find that teenage
smoking has not declined, we will have
a look-back tax on tobacco companies

"and target those who we find, through

the poll, are the preferred brand names.

It is interesting, because aiticle I of
the Constitution gives Congress the
power to impose taxes, Nowhere has it
ever been contemplated we would allo-
sate that power Lo a pollster. And it is

‘clear to anyone that provision i8 un-

constitutional. But beyond that provi-
sion every penny of taxes we impose in
this bill will be.pald for by pesple who.
consume cigarettes. . . .

Now, we might wish that were not’
the case., I wish It were not the case,
But, unfortunately, that is the way the
bill is written. In fact, as I said a mo-
ment ago, the bill is actually struc-
tured so that tobacco companies could
not pay the tax if they wanted to. They
are forced, by law, to pass it through to
the consumer. L

One of the things that troubles me is
who this consumer is. I mentioned
these numbers the other day, but they
are relevant to the amendment I want
to talk about today. Thirty-four per-
cent of the new tobacco taxes in this
bill will be paild for by Americans who
make less than $15,000 a year. They do
not own Philip Morris or any other to-
bacco company.

These people are, by the logic of this
bill, victims. They have been induced
to smoke. They have, in the logic of
this bill, become addicted to nicotine.
And if you had to classify them into a
category, it would be the category of
“victim.” And yet for people who make
less than $15,000 & year, they are going
to pay 34 percent of these taxes.

This is not a trivial amount of
money. When - you add up all the tax
provisions in the bill, most of the esti-
mates tend to indicate that a pack of
cigarettes, which in my State sells for
about $2, will rise In price to about
54.50 to 34.75 a pack. These prices are
for a $1.50 per pack increase, which is
substantially less than this bill will
produce when you add up all its provi-
sions, B . :

An individual who amokes an average
amount would pa, a year in new
tobacco taxes. And for a couple making
less than 315,000 a year, they will pay a
whopping $712 in tobacco taxes from an
effective increase In price of $1.50 per
pack. To someone making less than
515,000 a year, $712 a year is a lot of
money. .

S0 what-concerns me, and obviously
does not concern many of my col-
leagues, is the impact of this tax on
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blue-collar workers. When I listen to
the proponents of the bill, they make

‘two things very clear. They care about

driving up the price of cigarettes, and -
they don't care.about the money. In
trying to respond to the fact that 70
percent of Americans belleve this bill
18 about taxes and not about smoking,
over and over again they say, “We
want the higher tax because we-want
to discourage smoking, not because we

want the $700 billion.” : )
_Senator. GREGG has an amendment

.pending which I do not believe will be

tabled. I intend to vote against tabling
the Gregg amendment., The Gregg
amendment says that we shouldn’t be
granting immunity to tobacco compa-

-nles for future suits. Basically the

Gregg amendmernt strikes the provision
that caps liabillty. I intend to vote
with Senator GREGG. I'don’t belleve his
amendment will be tabled.

When his amendment I8 acted on, I

intend to offer an amendment that ad- -

dresses what to do with the money. 1
hope my amendment will have very
broad-based support. I thought I would
take the time now to explain it so that .
if the Gregg amendment.is not tabled,
and I can offer the amendment at that
point, people will know what 18 in dis-
pute, and those who want to-come and
speak on it can do so. 1 will offer the-
amendment for myself and for Senator
DPOMENICL I know he will want to come
over at that point and speak, and I am
sure many others will want to speak
for and against it, - :

The 18sue here is the following: If we
pass thia bill, blue-collar Americans
making $15,000 a year or less will pay 34
percent of the taxes the bill will im-
pose. Individuals making less than
$22,000 a year will pay 47 percént of the
taxes that will be | od by raising
the price of cigarettes. Those making
leag than $30,000 a year w v a whop-
pi ry dollar of
taxes _cgé%cjnd;@his bill. In other -
words, 8 {8 not a tax that is ran-
domly d!stributed among the general
population of the country. The plain
truth is, with a few exceptions, smok-
ing in America today is a blue-collar
phenomenon. The vast majority of peo-
ple in America who smoke, and there-
fore who will pay this tax, are blue-col-
lar workers. Almost 60 percent of this
tax will be paid for by Americans who
make leas than $30,000 a year.

Now, this produces some extraor-
dinary results. Were the  following
numbers not from our owh Joint Tax
Committee, they would be difficult to

. believe. Let me give you just two num-

bers. For Americans who make less
than $10,000 & year, the taxes embaodied
in this bill will raise their Federal
taxes by 412 percent in 1989. In-the
year 2003, when this bill is fully {mple-
mented and the tax is fully phased in,
Americans who make less than $10,000
a year will see thelr burden of Federal
taxes rise by 44.6 percent.

If our objective i not the money but
to get people not to smoke by ralsing
the price of clgarettes, shouldn’'t we -
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take some of the money we are taking

from derate-income Americans
and m@l&' cutting
other taxes? Couldn't we find a tax cut

that would apply to meoderate-income
Americans s¢ that we wouldn't be low-
ering tho real standard of lving for
people who are the victims of ciga-

rettes by having become addicted to

" smoking and to nicotine?

If a motion to table the Gregg

amendment fails, I will offer an amend-
ment with Senator DOMENICL This
amendment alms to tak hl

$50,000 a ye ® do it by repealing a
proﬂmme Tax Code that is gen-
erally known as the marriage penalty.
Let me basically explain how the mar-
riage penalty works, what our amend-
ment will do, and then wrap up. I see
other colleagues are here to speak.
Under the existing Tax Code, we have
an incredibly destructive provision
that actually says when two Yyoung
people meet, fall in love and get mar-
rled, i{f they both work, outside the
home, they actually have to pay more
taxes as a married couple than they
would have to pay if they were single.
Under our Tax Code, that average mar-

- rlage penalty is about 31,400 a year.

Now, 1 think I speak for many people
who are married in saying that my wife
is easily worth $1,400 a yvear. I would
gladly pay that price and more for the
privilege of belng married, but I don't
think the Federal Governrent should
get that money. Maybe my wife should
get that money. Also, I don't under-
stand discouraging the creation of fam-
{lies when famlilies are the most power-
ful instruments for human happiness
and progress that have ever been cre-
atad.

Let me remind my colleagues, if any-
one has followed thia debate, they
know that everyone who has spoken in
favor of this bill has said the money is

~incidental; that this is not about the

. Amerlcan- wit-h fa.mily

money, they just want to ralse the
price of cigarettes. I will offer this
amendment with Senatdor DOMENICI to
help them fulfill that commlt;ment and
prove that is what the

then S.00ayeRr ]
Here 1310w our bill will work. It will

target families' that make' less than

350,000 g year. Right now, a married
couple filing a joint return' can earn-

$6,900 hefore they have to start paying
Federal income taxes. If they filed sep-

. arately and they weren't marfied, they

could jointly earn $10,200 a year. If you
wanted to state it dramatically, you
could say that-If they live in sin they
can earn $10,200 without having to pay
any incoeme taxes, but if they get mar-
ried they have to start paying income
taxes after they earn $6,900. Now, al-
most everyone realizes this is a de-
structive - tax policy, but. we haven't
been able to- ﬂx it.

51.

out o collected in these clga-
rette tax back to Ameri-
cans with family incomes of less than
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What the amendmenst that T will offer
for myself and for Senator DOMENICI
will do 1s: for those who make less than
$50,000 a year as a family income, we
will give them an additional deduction
of $3,300 a year. They will pay the same
taxes . whether they get married or
whether they don't. The net result I8 a
substantial tax cut for moderate-in-
coms working famiijes. We will adjust
this for mﬂac}%&a%x‘rg‘thm‘ﬁpre-
gerve the-real value of this'deduction.

Finally, we apply it t arned-in-
conmmE-tax—credit. most -everybody
here knows, if you work and you make

modest incomes, you can get- an
earned-income tax credit. What we will

" do in our amendment is allow the mar-

riage penalty In tax "terms to apply
above the line so that a working cou-
ple, a very-modest-lncome working

coupls, ct this ceorrection for
the mar y cal-

-culate . their-elgihdlity for the earned- /

incom edit.

Among the largest beneficlaries of
the amendment that Senator DOMENICI
and 1 will offer will be very modest in-
come, blue-collar workers earning very
low wages. What we will do 1s allow

this deduction to apply to the earned— .

income tax credit,

If our amendment 18 adopted, roughly
one-third of the tas-that is ¢ n
cigarettes would be given back to the
very blue-collar families that will bear
the largest burden of taxation as a re-
sult of taxing clgarsttes. Some couples
will pay 3712 a year in new clga.rett.e
taxes under this bill.

Under our amendment, the price of
cigarettes would 'still go up as man-
dated by the underlying bill, To the de-
gree that people respond to the higher
price, we will have the impact of that
rise in the price of cigarettaa, but we

eIy _same fa ef <
marriage -penalty for middle and mod-
erate income couples.

Now, why s that important? It is {m-
portant because the very people who
are going to be hurt the most by this
fax are moderate income people who
have been victimized by tobacco com-
panies: 1 ami sure my colleagues are
having their offices flooded with let-
ters and postcards, as I am, from peo-
ple. who are basically saying, 'l have a
very modest income and I smoke, don’t
ralse my taxes; tax the cigarehta com-
panies.”
~ Well, what we are doing hera in our
amendment is allowing the increase in
the price of clgarettes therefore dis-
couraging smoking, but we are giving
&t least part of the money back to mid-
(1'1118 income and moderate-income faml-

es.

So T hope my colleagues will support
this amendment. I think it is very im-
portant that we vote on a tax cut as
part of thla bill before we adjourn. If
we don't do this, we are going to have
done something extrao’{-dina.ry in this

shet

[

U

-peen victimized by the tobacco compa-

“the people who smoke.
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bill, and I can’t help but be struck by
the paradox of it. In this bill, we are
saying. that people who smoke have

ntes; yet, we are turning around and
taxing the people who smoke because
the bill prohibits tobacco companies
from not passing the tax through to

So while many people view this bill
ag firing a shot with a tax at the to-
bacco companies, in reality, the tax is
hitting very moderate-income, working
Americans. It is hitting the very people
who have been victimized by the to-
bacco companies. The amendment that
Senator DOMENICI and I will offer after
the motion to table the &regg amend-
ment falls says, since the proponents of
the tax pledge that this is not about
the -money, it is not the money,
gher price of ciga-

Let's makKe [t subject to the earned-in-
come tax credit so that very low:In-
come, working Americans will not be
hurt as badly. If both members of the
married couple smoke, they will be -Jpk.
Paying $712 a year in Federal taxes |
under this bill. Let's eliminate the
marriage penalty under the Tax Code
for ' middle- and moderate-income fami-
lies so that while the price of ciga-
rettes goes up, they don't find them-
selves economically crushed by It
They will have an incentive to quit
smoking, but at least a third of the
money would come back to them by
eliminating a discriminatory provision
in the Tax Code.

I would like to go further than this
amendment, and wé will have an oppor-
tunity to do that. But this ia a first in-
stallment. I think it is very important
that we vote on this amendment before °
wae recess, since it 18 clear that we will ©
not finish the blll this week. I hope
that my colleagues will support this
amendment when Senator DOMENICI
and I offer it to the Gregg amendment,
hopefully, immediately following the -
motion to table the Gregg amendment.

I yleld the floor. :

The PRESIDING OFFICER. Under
the previous order, the Senator from I1-
linois is recognized for 15 minutes, to
be followed by the Senator from Ne-
braska.

“Mr. CHAFEE Mr. President, may I .
make 8 unanimous consent request? I’
ask unanimous consent that I might
follow Senator HAGEL? {

The PRESIDING OFFICER. Wit;hout
objection, it Is so ordered.

Mr. HATCH. Mr. President, I ask ®
unanimous consent that I be privileged.*
to follow the distinguished Senator
frorm Rhode Island.

The PRESIDING OFFICER. Withoub
objection, 1t is so ordered.

The Senator from Illinels is recog-
nized. R

Ms, MOSELEY-BRAUN. Mr. Presi- #
dens, T would like to take a moment to . W



'Mr DASCHLE Mr. Prestdent, 1 ask
tof the yeas and nays.

mhe PRESIDING OFFICER. Is there o
anfficient second?
‘There is & sufficient second.
-The yeas and nays were ordered.
averal Senators addressed the

r.
h-;[?lia PRESIDING OFFICER. The Sen-
tor from Arizona,
iMr. MCCAIN, Mr. President, I thank
iy colleagues for a very enlightening
Fand informative debate. It has been an
simportant discussion, not on the
amendment just voted on, but on the
:'bm itself, Obvicusly, we attempted to
le. the Gregg amendment, and it is
gomething that is unfortunate, in my
lew, for the entire bill. At the same
i time, just like with the attomays fees
and other aspects of this 18sue, we will
rovisit this issue again. I believe-it s
mportant for us _to continue to work
i through- the bill and get it through the
=8, Senate.
=1 think the American people expect
sus to do that, and I think it is impor-
tant that we continue to work on the
many amendments of significant im-
portance to the bill. I believe this as-
pect of 1t not only will be revisited, but
“{t i{s another chapter in a very long
‘gagn. Yesterday, we had two very sig-
‘nificant victories. Today, we had a de-
feat; There will be more victories and
more defeats as we go through this
'-.very difficult process.
. But at the end of the da.y. I am to-
.r,a.lly confident that this body and the
Congress-will act in a responsible man-
‘ner and adopt a comprehensive plece of
legiaslation that will attack the nation-
wide problem of 3,000 children begin-
ning to smoke every day ‘and 1,000 of
‘them being caused to die early as a re-
" gult of tobacco-related illnesses. I
thank all those who voted in favor of
_ the amendment. And for those who op-
- posed it, I respect the opposition. But 1
believe we will move forward with a
comprehensive plece of legislation.
- I yield the {loor.
Mr. KERRY addressed the Chalr.
. The PRESIDING OFFICER. The Sen-
ator {from Massachusetts.
. Mr. KERRY. Mr. President, I will be
* very brief. I Join my c¢olleague in say-
ing that I think what Sanator MCCAIN-
- gnd T and others hoped for was the op-
- portunity to be able to come to the
floor and {ight these tough-issues. That
is what we did. We just had a tough
vote. Clearly, some of us had hoped
that the outcome would be different,
‘becauge we had o different view of
_° wheare the bill-might travel. But this by
- no means prevents us in any way from
continuing forward in the process ‘of
molding thia legislation. This 18 pre-
cisely what the Senate ought to be
doing. It ought to be fighting hard over
these votes., We ought to be able to
come to an understanding of where the
51 votes lie. And then, ultimately, we
all know that hopefully we can come
together with a piece of legislation
that finds a conference committee and,
ultimately, both Houses of Congress.
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S50 I thank my colleagues for thls
spirited debate and for the fact that we
have voted on two of the most critical

issues with respect to this legislation. I-

thank Senator DURBIN fornow bringing
to the flpor, through the leadership, an
amendment on the issues of the look-

back, one of the other very Important
1gsues that needs to be resolved. I am-

confident that we will have another
healthy round of dehate on that. I look
forward to continuing to proceed. .

Mr. GRAMM addressed the Chair.

~ The PRESIDING OFFICER. The Sen--
ator from Texas i recognized,

‘Mr.- GRAMM, Mr. President, 1 thlnk
we have had a defining moment in this

debate. Throughout this debate, our .

colleagues, who have- brought to the
floor of the Senate a bill that will ralse
$700 billion. in taxes, have said that
they are not interested in the money,
that the money ls incidental, that
what they want to do is raise the price

- of cigarettes. »
We have made the point that thia in- .

crease in the price of cigarettes, this
tax, will fall very heavily on blue-col-
lar workers, Those making $§15,000 or
leas will pay 34 percent of the coat, the
taxes . that are built into this bill.

Those malcing $22,000 or less will pay 47
‘percent of the cost. Those making

$30,000 or less will pay 59.1 percent of
the cost of the taxes embodied in this
bill. -

Even if this bill only ralsed tha price .

of & pack-of cigarettes by $1.50—and
most estimates are that it will raise it
by $2.50 at & minimum—it would mean
that an average smoker In America
would pay 3356 of additional taxes as a
result of this bill, and a blue-collar
family where both -the hushand and
wife smoke, would pay $712 a year more
in Federal taxes. In fact, the table put
out by the Joint Committee on Tax-
ation shows something that, over and
over, those who .support the bill.-have
tried to deny or neglect, which is that
for those Americans who make $10,000
or lesa, their Federal taxes will rise by
41.2 percent as a result of r.he taxes am-
bodied.in thia hill,

Now, what Senator DOMENICI and I
did earlier was send an amendment to

"the desk that tried to give some of this

money back to blue-collar workers in

the form of & tax cut. Our ‘colleagues -

say, it 18 not the money we want; they

-say, we just want to ralse the price of
" cigarettes. So Senator DOMENICE and I
took them at their word, sent an’

amendment tq the desk that said ralse
the.price of cilgarettes; but since this is
golng to irnposs & bone-crushing tax on
moderate-income Americans, let's take
at least $1 out of every $3 that will be
coliected in.this tax Increase and let's

.glve it back te working families by re-

pealing the marriage penalty for fami-
lies that make $50,000-or iess. In other
words, it gets the impact on smoking
that may come, from a higher price as
a result of the taxes in this bill but
with our tax cut we avoid lowering the
real Income or living standards of blue-
collar Americans who, after all, are the

Aship uses r
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victims here. The whole objective of
the bill is to basically say people who
smoke have been induced to smoke by

the tobacco companies, and yet, para- -
.doxically, the tax we are imposing ia
being. imposed .on the very people who

have been exploited. In fact, the biil
before us has an incredible provision
which says every penny of the tax has
to be passed through, and it is 1llegal if

‘& tobacco ¢ompany absorbs any of this

tax increase. Every penny of it, 59.1

percent of the tax increase, is on {ami- -

lies that make less than $30,000 a year.
The victims of the smoking campalign

by the tobacco companles dare the peo-

ple who are pa.ying the taxes.

gtor. DOMENICI, Senator
have sald "in our
Raise the tax, but

price impact on smoking, but you don't
end.up brutalizing economica.lly mod-
erate-income people,

I think 1t is. very instructive that
after-3 days of debats where our col-
lesgues have sald don't accuse us of
we just want to
rettes, that we

of privileged recogni-
tion. to amend our amendment and to
deny us the abllity to offer a tax cut
for the very people who ars going to
find - themselves crippled economically
as a result of this tax,

S0 1et me just suggest two points:

. No.1, I.think this ia further evidence
this bill is gbout money. Our.amend-
ment 18 hardly a far reaching amend-
ment., We are juat silmply asking that
roughly one out of every threa dolla.rs
of the tax'be given back.

_Second, it also suggests, iy Beems to
me, the objective here is to prevent us
from having an opportumt.y to vote on
a tax cut.

I want to assure my colleagues—and
I know Senator DOMENICI feels exactly -

the bame way—that there 1z no way we
are going to be denied the right to offer
this amendment. This won't be the last
tax cut amendment that we are going
to have. Quite frankly. I don't under-
stand {f those who are for the bill are
saying what they really mean, why
there isn't overwhelming support in
both partiea for giving a third of this
tax increase back to working families.

Let me say very brlefly what the

‘amendment does and then yleld .the
-floor so that Senator DOMENICI, the co-

sponsor of the amendment, will have
an opportunity to speak.

Under current law if two individuals,
g man and a woman, both of whom are
working in the economy outside of the
home, fall in -love and get married,
under current law they pay on average

an additional $1,400 & year in income -

taxes. So that, for example, if you had

55000 a year. So you get the
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AMENDMENT NO. ____ Calendar No.

Purpose: To eliminate the marriage penalty reflected in the
standard deduction, to ensure the earned income credit
takes into account the elimination of such penalty, and

6\ to provide a full deduction for health insurance costs
of self-employed individuals.

IN THE SENATE OF THE UNITED STATES—105th Cong., 2d Sess.
o S.1415
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To refo AMENDMENT 2686
pro 1ted,

o é(ﬁﬂ’f/ﬂ £ "% "5 to

I‘edJ —, Al /1/ 1‘/3..2.' and

for . BilVReS. NO sl
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Referred 0 Page(s)

GPO: 1996 25801 {mac)

Ordered to lie on the table and to be printed

AMENDMENT intended to be proposed by Mr. GRaMM (for A
himself Mr. DOMENICI, Mr. ROTH, and Mr. FAIRCLOTH) ? rbu,f,{

V-IZZ (
candd J-JN b-_r:/{‘

A O

At the appeoprstemplase, insert:

SEC. ___. ELIMINATION OF MARRIAGE PENALTY.

(a) IN GENERAL.—Part VII of subchapter B of chap-

additional itemized deductions for individuals) is amended

1
2
3
4 ter 1 of the Internal Revenue Code of 1986 (relating-to
S
6 by redesignating section 222 as section 223 and by insert-
7

ing after section 221 the following new section:
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1 “SEC. 222. DEDUCTION FOR MARRIED COUPLES TO ELIMI-

VW 00 ) O ot AW N

10
11
.12
13
14
15

NATE THE MARRIAGE PENALTY.

“(a) IN GENERAL.—In the case of a joint return

under section 6013 for the taxable year, there shall be al-
lowed as a deduction an amount equal to the applicable

percentage of the excess (if any) of—

““(1) the sum of the amounts determined under
subparagraphs (B) and (C) of section 63(c)(2) for
such taxable year (relating to the basic standard de-
duction for a head of a household and a single indi-
vidual, respectively), over

“(2) the amount determined under section
63(e)(2)(A) for such taxable year (relating to the
basic standard deduction for a joint return).

“(b) LiMITATION BASED ON MODIFIED ADJUSTED

16 GROSS INCOME.—

17
18
19
20
21
2
23
24
25
26

“(1) IN GENERAL.—No deduction shall be al-
lowed under subsection (a) if the modified adjusted
gross income of the taxpayer for the taxable year ex-

ceeds $50,000.
“(2) MODIFIED ADJUSTED GROSS INCOME.—

For purposes of this subsection, the term ‘modified
adjusted gross income’ means adjusted gross income

determined—

“(A) after application of sections 86, 219,
and 469, and
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11
12
13
14
15
16
17

S.L.C.
3
“(B) without regard to sections 135, 137,
and 911 or the deduction allowable under this
sectiomn.

“(3) CoOST-OF-LIVING ADJUSTMENT.—In the
case of any taxable year beginning in a calendar
year after 2007, the $50,000 amount under para- -
graph (1) shall be increased by an amount equal to
such dollar amount multiplied by the cost-of-living
adjustment determined under section 1(f)(3) for the
calendar year in which the taxable year begins, ex-
cept that subparagraph (B) thereof shall be applied
by substituting ‘calendar year 2008’ for ‘calendar
year 1_992’. If any amount as adjusted under this
paragraph is not a multiple of $5,000, such amount
shall be rounded to the next lowest multiple of
$5,000.

“(e) APPLICABLE PERCENTAGE.—For purposes of

18 this section, the applicable percentage shall be—

19
20
21
22 |
23
24

“(1) 25 percent in the case of taxable years be-
ginning in 1999,

“(2) 30 percent in the case of taxable years be-
ginning in 2000, 2001, and 2002,

“(3) 40 percent in the case of taxable years be-

ginning in 2003, 2004, and 2005,
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1 “(4) 50 percent in the case of taxable years be-

ginning in 2006,

“(5) 60 percent in the case of taxable years be-
ginning in 2007, and

“(6) 100 percent in the case of taxable years
beginning in 2008 and thereafter.”
(b) DEDUCTION TO BE ABOVE-THE-LINE.—Section

62(a) of the Internal Revenue Code of 1986 (defining ad-

R = = B e T .

Justed gross income) is amended by adding after para-
10 graph (17) the following new paragraph:

11 “(18) DEDUCTION FOR MARRIED COUPLES.—
12 The deduction allowed by section 222"

13 (¢) EARNED INcOME CREDIT PHaseouT To Re-
14 FLECT DEDUCTION.—Section 32(c)(2) of the Internal
15 Revenue Code of 1986 (defining earned income) is amend-

16 ed by adding at the end the following new subparagraph:

17 “(C) MARRIAGE PENALTY REDUCTION.—
18 Solely for purposes of applying subsection
19 (a)(2)(B), earned income for any taxable year
20 shall be reduced by an amount equal to the
21 amount of the deduction allowed to the tax-
22 payer for such taxable year under. section 222.”
23 (d) FuLL DEDUCTION FOR HEALTH INSURANCE FOR

24 SELF-EMPLOYEDS.—The table contained in section

25 162(1)(1)(B) is amended—
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(1) by striking “and 1999”,
(2) by striking the items relating to years 1998
through 2006, and
(3) by striking “2007 and thereafter” and in-
serting “1999 and thereafter’’.

(e) CLERICAL AMENDMENT.—The table of sections

for part VII of subchapter B of chapter 1 of such Code
1s amended by striking the item relating to section 222

and inserting the following new items:

“Sec. 222, Deduction for married couples to eliminate the mar-
riage penalty.
*Sec. 223. Cross reference.”

(f) REDUCTION IN TRANSFERS TO NATIONAL To-

11 BACCO TRUST FunND.—

12
13
14
15
16
17
18
19
20
21
22
23
24

(1) IN GENERAL.—Ezxcept as provided in para-
graph (2) and notwithstanding any other provision
of this Act, the Iamount credited to the National To-
bacco Trust Fund under section 401(b) of this Act
for any fiscal year shall be reduced by the amount
of the decrease in Federal revenues for such fiscal
year which the Secretary of the Treasury estimates
will result from the amendments made by this title. -
The Secretary shall increase or decrease the amount
of any reduction under this section to reflect any in-
correct estimate for any preceding fiscal year.

(2) LIMITATION ON REDUC;PIO.\‘ AFTER FISCAL

YEAR 2007.—
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(A) IN GENERAL.—Except as provided in

.
—

subparagraph (B), with respect to any fiscal
year after fiscal year 2007, the reduction deter-
mined under paragraph (1) shall not exceed 33
percent of the total amount credited to the Na-
tional Tobaceco Trust Fund for such fiscal year.

(B) SpEClaL RULE.—If in any fiscal year

the youth smoldng- reduction goals under sec-

Vo RN TN e N Y, TR SR TR

tion 203 are attained, subparagraph (A) shall
be applied by substituting “50 percent” for “33

—
o

11 percent’’.
12 - (g) EFFECTIVE DATE.—The amendments made by
13 this section shall apply to taxable years beginning after
14 December 31, 1998.
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ENACT OPPOSES
THE DASCHLE SUBSTITUTE TO THE GRAMM MARRIAGE PENALTY
AMENDMENT TO $.1415 BECAUSE IT WOULD WEAKEN THE
PUBLIC HEALTH AND RESEARCH PROGRAMS
DESIGNED TO REDUCE TOBACCO USE AMONG CHILDREN

Senator Daschle has introduced a substitute to the amendment to §.1415
originally introduced by Senator Gramm which would use billions of dollars
generated by $.1415 in order to reduce the “marriage penaity.” While the
Daschle substitute will cost fess than the Gramm Amendment, particularly after
the first five years, if adopted, this amendment would still cut back on needed
funding for the bill's public health and research programs designed to reduce
tobacco use and the death toll from tobaceo.

ENACT opposes the Daschle substitute to the Gramm Amendment: S.1415
was introduced to reduce {obacco use, particularly among our nation’s children.
The money raised by the bill is to reimburse the states for medical expenditures
and fo help fund a solution to the tobacco problem caused by the tobacco
companies. The Daschle substitute to the Gramm amendment would divert
funds from tobacco related purposes, such as community prevention, public
education and scientific research, to unrelated purposes. Ultimately, the Baschie
substitute to the Gramm amendment would significantly weaken S. 1415’s ability
to protect America’s kids.

The Daschle substitute to the Gramm amendment should be opposed because:
» This bill is intended to reduce tobacco use; its funds should be used for
this purpose first and foremost. Regardless of the pros and cons about
the “marriage tax,” the Gramm amendment would seriously undermine the
goal of protecting kids from tobacco. if Congress wishes to reduce the

‘marriage tax,” it should do s0 in separate leqislation, not by gutting th:
effort to combat the use of tobacco by children.

« The maney raised by $.1415 is barely encugh to provide resources to
reimburse the states and to allocate funds for critical tobacco-related
public heaith programs and research. The Daschle substitute to the
Gramm Amendment will divert $12 billion over the first five years, $17
billion over the second five years and each five years thereafter from
these imporiant tobacco control purposes.
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ENACT OPPOSES
THE GRAMM MARRIAGE PENALTY AMENDMENT
TO S.1415 BECAUSE IT WOULD GUT THE PUBLIC HEALTH AND
RESEARCH PROGRAMS
DESIGNED TO REDUCE TOBACCO USE AMONG CHILDREN

Senator Gramm has introduced an amendment to S.1415 which would use
biltions of dollars generated by §.1415 in order to reduce the “marriage penaity.”
if adopted, this amendment would undermine funding for the bill's public health
and research programs designed to reduce tobacco use and the death toll from
tobacco in the first five years and virtually eliminate funding for them thereafter.

ENACT opposes the Gramm Amendment: S.1415 was introduced to reduce
tobacco use, particularly among our nation's children. The money raised by the
bill is to reimburse the states for medical expenditures and to help fund a solution
to the tobacco problem caused by the tobacco companies. The Gramm
amendment would divert funds from tobacco refated purposes, such as
community prevention, public education and scientific research, to unrelated
purposes. Ultimately, the Gramm amendment would cripple S. 1415's ability to
protect America’s kids.

The Gramm amendment should be opposed because:;

» This bill is intended to reduce tobacco use; its funds should be used for
this purpose first and foremost. Regardiess of the pros and cons about
the “marriage tax,” the Gramm amendment would seriously undermine the
‘goal of protecting Kids from tobacco. if Congress wishes to reduce the
"matriage tax,” it should do so in separate leqislation, not by qutting this
effort to combat the use of tobacco by children.

» This amendment is part of a strategy meant to stow the process and
destroy the bill. Senator Gramm opposes this bill. A vote for the Gramm
amendment is a vote to destroy the McCain bill.

» The money raised by S.1415 is barely enough to provide resources to
reimburse the states and to allocate funds for critical tobacco-refated
public health programs and research. The Gramm Amendment, even if
reduced in cost to $16-17 billion over the first five years, will balioon to
twice that amount in the next five years and cost $52 billion dollars in the
third five years.
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Modified Gramm Amendment Would Consume
Nearly 80% of Tobacco Revenues from 2008-2022

Background note: This analysis is based on figures provided by Senate Democratic staff based on
Joint Tax Committee estimates. Senator Gramm has not made public his modified proposal, and
these numbers might change.

Talking Points:

I strongly urge you to vote against the Gramm amendment because it would prevent the
legislation from achieving important health goals.

Over the first four years, the Gramm amendment would spend $17 billion for tax cuts, or
33 percent of the $52 billion in spending under the McCain bill. If funding for states and
farmers is held constant, funding for public health and research would be reduced by 73
percent.

Over the next five years, the Gramm amendment would spend an additional $43 billion
on tax cuts, or 53 percent of the $81 billion in the McCain bill allocated for spending. If
states and farmers get first priority in terms of funding, the amendment would completely
eliminate all funding for public health and medical research during those years. In
addition, in order to provide full funding for states, funding for farmers would be reduced
by 54 percent.

In the next five years, the Gramm amendment explodes: it would absorb $70 billion for
tax cuts, or 80 percent of the $87 billion dollars in the McCain bill allocated for spending,
leaving no funding available for public health, health research, or farmers. Even state
funding would be cut by 51 percent.

The Gramm amendment would thus eviscerate funding for critical public health programs
such as smoking cessation, education and counteradvertising. This would significantly
undermine efforts to reduce youth smoking in this country and help adults who want to
quit. Critical funding for medical research would also be cut drastically, including
research into smoking-related diseases such as cancer and heart disease.

Additionally, States would be expected to forgo their claims in court and receive, in
exchange, minimal compensation for their enormous expenditures related to smoking-
related illnesses. Funding would also be significantly reduced for tobacco farmers, who
have done nothing wrong and who deserve to be compensated for the losses they will
suffer as a result of tobacco legislation.

6/4 12:45 pm
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The Gramm Tax Amendment Would Consume
Nearly 80% of Tobacco Revenues from 2008-2022

Wouid Defund Commitments to States, Farmers, and Public Heaith
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Tobacco Bill Revenues
[l Cost of Gramm Amendment

1998-2002 2003-2007 2008-2012 2013-2017 2018-2022

Source: Senate Democratic staff analysis based on Joint Tax Commitlee estmateas.
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1998-2002 2003-2007 2008-2012

A Tobacco revenues 52 81 87

B Tax cut 17 43 70

C Amount left after tax cut 35 38 17

D Amount that should go to states (A*.4) 21 32 35

E Amount that should go to farmers (A*.16) |8 13 14

F Amount that should go to public health 11 18 19
(A*.22)

G Amount that should go to health research 11 18 19
(A*.22)

H Amount left for public health and research | 6 None None
if states and farmers held constant (C-D-E)

I Percent reduction in amount for public 73%
health and research (((F+G)-H)/F+G)

] Amount left for farmers if states held 6 None
constant and no funding for public health
and research (C-D)

K Percent reduction m amount for farmers 54%
((E-J)/E)

L Amount left for states if no funding for 17
public health, research, or farmers (C)

M Percent reduction in amount for states 51%
(D-L)D
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Gramm Amendment would Undermine Public Health Efforts,
Slash Funding for Health Research, Loty prupes J)
and Drastically Reduce Funding for States

The Gramm amendment would cost approximately $46 billion over 5 years. It would provide a
tax deduction of $3,450 to married couples filing a joint return with adjusted gross incomes
below $50,000. Because couples in this income range are in the 15 percent tax bracket, the
deduction is worth about $518 per year. The amendment would also cut drastically spending
under the McCain bill for public health programs, medical research, assistance to farmers
and their communities, and state programs.

Gramm Amendment Would Require Drastic Cuts in Spending

The McCain Manager’s amendment spends $59 billion over 5 years on health research and
public health programs, assistance to farmers and their communities, and the states. Under the
Gramm amendment, $46 billion would go to tax cuts, reducing the funding available for these
other important purposes by 78 percent.

Gramm Amendment Would Undermine Public Health Efforts and Slash Funding for Medical
Research

The Gramm amendment would eviscerate funding for critical public health programs targeting
children and adults such as smoking cessation, education and counteradvertising. This would
significantly undermine efforts to reduce youth smoking in this country and help adults who
want to quit. Critical funding for medical research would also be cut drastically, including
research into smoking-related diseases such as cancer and heart disease.

Gramm Amendment Would Reduce Significantly Funding to Settle State Lawsuits

Congress would not be considering comprehensive legislation designed to reduce youth smoking
were it not for the suits brought by State Attorneys General in over 40 states. Nonetheless, the
Gramm amendment would leave very little funding available for the states. Thus, states would
be expected to forgo their claims in court and receive, in exchange, only minimal compensation
for their enormous expenditures related to smoking-related illnesses.

Yet Gramm Amendment does not Actually Address Marriage Penalty

The Gramm amendment does not actually correct the problem of the marriage penalty.
Currently, a one-earner childless couple with $50,000 in income already has a marriage bonus of
over $3,000. The Gramm amendment would significantly increase marriage bonuses for these
families. In contrast, a two-earner childless couple, each with $25,000 in income, experiences a
marriage penalty of $200. This proposal would more than eliminate this penalty, and provide
these families with a significant bonus. Given the respective magnitudes of marriage bonuses
and penalties for married couples with incomes under $50,000, this proposal (in the aggregate)
sharply increases the already large marriage bonus for these families.
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Gramm Amendment Would Slash Funding for Public Health, Medical Research, State Programs, and Farmers by 78 Percent

Gramm Amendment

State NIH and Public Health* | Farmers Total
Programs Other Medical Assistance
Research
Total, FY 1999-2003
McCain Bill $23.5 billion $13 billion $13 billion $9.4 billion $58.9 billion
78% Reduction under | - $18.4 billion - $10.2 billion -$102billion |-$ 7.3 billion - $46 biliion
Gramm Amendment
Funding under $ 5.1 billion $ 2.8 billion $ 2.8 billion $ 2.1 billion $12.9 billion

If States Receive First Priority in Terms of Funding, Gramm Amendment Eliminates Funding for Medical Research, Public

Health, and Farmers; Cuts State Funding in Half

State
Programs

NIH and
Other Medical
Research

Public Health*

Farmers
Assistance

Total

Total, FY 1999-2003

McCain Bill $23.5 billion $13 billion $13 billion $9.4 billion $58.9 billion
Gramm Amendment $12.9 billion 0 0 0 $12.9 billion
Percent reduction -45% -100% -100% -78%

* Includes Cessation, Prevention, Education, and Enforcement.

-100%
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Modified Gramm Amendment Would Cut
Research and Public Health by 85%

§taies and Farmers heid harmiess in years -5, then reduced proporiionaiiy fo pay for
Gramm in years 6-10, for a total 10 year reduction of 8%
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Democratic Alternative Would Cut
Marriage Tax Penalty More for Most Families

In 2002 Couple Earning $50,000:
Split $25,000 and $25,000
$5,000- .
Couple Earning $35,000: 55,000
$4,500- Split $20,000 and $15,000
$4,000-
$3,500-]
$3,000-
$2,000-
$1,500{  [ox = T
<1000, - $1,650 $1,650
$500 -
$0 - I
Gramm Democratic Gramm Democratic
Amendment Alternative Amendment Alternative
Tax Deduction  Tax Deduction Tax Deduction Tax Deduction

Source: Senate Democratic staff analysis based on Joint Tax Committee estimates.




RECEIPTS
Net Receipts

USES
Health & Related Research

Public Health

State Funds, Direct

Farmers & Farm Communities

Gramm Amendment
Total Uses
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‘Spending Scenarios Under the Gramm Amendment (... v st )

{In Billions of Nominal Dollars - FY99-03)

McCain Base  Proportional 9 Reduction  Protect States % Reduction Protect States % Reduction

Manager's Amend. Reduction  From Base & Farmers  From Base Only From Base
FY99-03

58.9 - 58.9 58.9 58.9

13.0 2.8 -78% 0 -100% 0 -100%

13.0 2.8 -78% 0 -100% 0 -100%

23.5 51 -78% 9.2 -61% 12,9 .45%
9.4 21 -78% 3.7 -61% 0 -100%
0.0 46.0 46.0 46.0

58.9 58.9 58.9 58.9

5/27/98 USES23UXLS Summary
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Record Type: Record

To: Cynthia A. Rice/OPD/EOP, Elena Kagan/OPD/EQP, Laura Emmett/WHO/EOP

ce:
Subject: revised gramm talking points

-

GRAMOMBS.W Hgre are the revised Gramm talking points that Elena requested yesterday evening
using $13 over 4 years and $30 over the next five years.
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Modified Gramm Amendment Would Consume
Nearly 80 Percent of Tobacco Revenues Between 2008-2022

Background note: This is based on OMB’s analysis of receipts under the McCain
bill.

3 f{xo

Talking Points:

| strongly urge you to vote against the Gramm amendment because it would
prevent the legislation from achieving important health goals.

Over the first four years, the Gramm amendment would spend $13 billion for
tax cuts, or 28 percent of the $45.7 billion in spending under the McCain
bill. If funding for states and farmers is held constant, funding for public
health and research would be reduced by 67 percent. ]

Over the next five years, the Gramm amendment would spend an additional
$30 billion on tax cuts, or 42 percent of the $71.1 billion in the McCain bill
allocated for spending. If states and farmers get first priority in terms of

funding, the amendment would completely eliminate all funding for public 4 /
health and medical research during those years. \rotes?
. Between 2008 and 2022, the Gramm amendment explodes: it would absorb

$225 billion, or 78 percent, of the $289.5 biliion in the McCain bill allocated

for spending. If states and farmers get first priority in terms of funding, the
amendment would completely eliminate all funding for public health and

medical research during those years. Funding for the states would by

reduced by 62 percent, and funding for farmers would be reduced by 57
percent. .

The Gramm amendment would thus eviscerate funding for critical public
health programs such as smoking cessation, education and
counteradvertising. This would significantly undermine efforts to reduce
youth smoking in this country and help adults who want to quit. Critical
funding for medical research would also be cut drastically, including research
into smoking-related diseases such as cancer and heart disease.

Additionally, States would be expected to forgo their claims in court and
receive, in exchange, minimal compensation for their enormous expenditures
related to smoking-related illnesses. Funding would also be significantly
reduced for tobacco farmers, who have done nothing wrong and who
deserve to be compensated for the losses they will suffer as a result of
tobacco legislation.
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Talking Points on the Gramm Amendment
Bac d inf tion:

The Gramm amendment, as offered, would cost approximately $46 billion over 5 years. It would
provide a tax deduction of $3,450 to married couples filing a joint return with incomes below
$50,000. Because couples in this income range are in the 15 percent tax bracket, the deduction
would be worth about $518 per year. It is billed as an amendment to eliminate the marriage
penalty, but it actually provides an across-the-board tax cut to all married couples with incomes
under $50,000, regardiess of whether they actually experience a marriage penalty under the tax
code.

Due to some members’ concerns over the high price tag of this amendment, Gramm has raised
the possibility of scaling back his amendment so that it would cost in the area of $17 billion over
the first 5 years, and $38 billion over the second 5 years. This is still in flux.

lalking Points:

. [ strongly urge you to vote against the Gramm amendment because it would prevent the
legislation from achieving important health goals. The McCain Manager’s amendment
contains $59 billion over 5 years for health research and public health programs,
assistance to farmers and their communities, and the states. Under the Gramm
amendment, $46 billion would go to tax cuts, reducing the funding available for these
other important purposes by 78 percent.

. The Gramm amendment would eviscerate funding for critical public health programs
such as smoking cessation, education and counteradvertising. This would significantly
undermine efforts to reduce youth smoking in this country and help adults who want to
quit. Critical funding for medical research would also be cut drastically, including
research into smoking-related diseases such as cancer and heart disease.

. The amendment would also leave very little funding available for the states. States would
be expected to forgo their claims in court and receive, in exchange, only minimal
compensation for their enormous expenditures related to smoking-related illnesses.

. Finally, the amendment would leave almost nothing left over for tobacco farmers, who
have done nothing wrong and who deserve to be compensated for the losses they will
suffer as a result of tobacco legislation.



ked whether the President would consider a less costlv effort to les ia enalty;

Our priority is to ensure adequate funding for public health programs to reduce youth
smoking and health research to cure tobacco-related diseases, while also providing states
and tobacco farmers with the compensation they deserve.

The President will not jeopardize his youth smoking goals by supporting irresponsible tax
cuts in the context of this legislation. If someone proposes a targeted and reasonable
sized tax proposal that does not interfere with these goals, the Administration will review
it. But so far, we have not seen any such proposals; the tax cuts being talked about now
are cuts that will severely undermine the core purposes of this legislation.
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Modified Gramm Amendment Would Consume
Nearly 80 Percent of Tobacco Revenues Between 2008-2022

Background note: This is based on OMB’s analysis of receipts under the McCain bill,
Talking Points:

. I strongly urge you to vote against the Gramm amendment because it would prevent the
legislation from achieving important health goals.

. Over the first four years, the Gramm amendment would spend $13 billion for tax cuts, or 28
percent of the $45.7 billion in spending under the McCain bill. If funding for states and
farmers is held constant, funding for public health and research would be reduced by 67
percent. '

. Over the next five years, the Gramm amendment would spend an additional $30 billion on
tax cuts, or 42 percent of the $71.1 billion in the McCain bill allocated for spending. If states
and farmers get first priority in terms of funding, the amendment would completely eliminate
all funding for public health and medical research during those years.

. Between 2008 and 2022, the Gramm amendment explodes: it would absorb $225 billion, or
78 percent, of the $289.5 billion in the McCain bill allocated for spending. If states and
farmers get first priority in terms of funding, the amendment would completely eliminate all
funding for public health and medical research during those years. Funding for the states
would by reduced by 62 percent, and funding for farmers would be reduced by 57 percent.

. The Gramm amendment would thus eviscerate funding for critical public health programs
such as smoking cessation, education and counteradvertising. This would significantly
undermine efforts to reduce youth smoking in this country and help adults who want to quit.
Critical funding for medical research would also be cut drastically, including research into
smoking-related diseases such as cancer and heart disease.

. Additionally, States would be expected to forgo their claims in court and receive, in
exchange, minimal compensation for their enormous expenditures related to smoking-related
illnesses. Funding would also be significantly reduced for tobacco farmers, who have done
nothing wrong and who deserve to be compensated for the losses they will suffer as a result
of tobacco legislation.



Gramm Amendment Would Cut Other
Tobacco Uses by 78 Percent

100
90
80 |
70
60
50 |
40 |
30 |
20
10 |

Percent of Total Spending

lﬁ\-“\'-—- bax cuty -~ Gravmim

—

N . 3
vl e 0




TN - e - bax et~ (vawg

1t

/. Cynthia Dailard
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Record Type: Record

To: Etena Kagan/OPD/EOP, Laura Emmett/WHQ/EOP -

cc:
Subject: revised Gramm numbers

Right after | got off the phone with you, Caroline Fredrickson called back and asked if we could use
Budget Committees numbers for the Gramm chart ($17 b for the first 5 years and $38 billion for
the next five years),

This is how they arrived at those numbers: Budget Committee scored the original Gramm at $52
billion over the first five years, and $81 b over the next five years. Gramm is saying that he will
scale back to 1/3 of the first five years ($17 b} and half {(or slightly under half) for the second five
($38 b).
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