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BINGAMAN L~=~S COMPREHENSIVE PLAN FOR .~~ONOMIC ALLIANCES 
TO HELP &~ERICA'S WQRK:~G FAMILIES 
Democratic package focuses. economy on wages, long-term investment 

"Millions of America's .....orking families are scrambling to 
pay the~r bills every month, and even though they're worki~g 
harder, they're going further into debt. Americans are working 
longer hours, for lower wages, paying higher prices for edUcation 
and hea:th care, and are fearful of being laid off from thei= 
jobs, 

, 
"The eGonorry in this country has grown too slowly for the past 

20 years, and the people doi~g the work in our economy are 
sharing less in the benefits from the growth that is occurring. 

"These are r.ot new issues to Senate Democrats. One year ago 
Se~ate Democratic Leader To~ Daschle (D-SD) asked me to head a 
working group of Senators to explore policy options to b~i14 some 
powerful allies to help America's working families succeed. 

~The 57-page report issued today explores thoughtful and 
ser~ous responses to working families' concerns: 

L Recommendations to encourage businesses -:::0 become 
oetter,allies for America's worki~g families. 

2. Recom~endatior.s for making fina~cial markets better 
allies for America/g working families. 

3. Recommendations for ma~ing government a bet~er ally 
for America's working families and small businesses. 

~lt is ~ime that we start rewarding American compar.ies that 
ir.vest in.M,erican workers and American mar!uiacturing operations, 
equip:nent . and R&D." 

- Senator ueff Binga~an (D~NM) 

(more) 



BOREN-DANFORTH (Modifiedl 

Adopt Business Activities Tax 

* Eliminate the existing preference in the tax law for 
debt: over equity 

* 	 Incentivize invest~ent ir. u.s. rather than overseas 
I 

* Apply the tax {as other countries do) on imports b~t 
not on exports 

* Impose the tax more equitably across all types of 

* Dramatically simplify the feceral corporate tax 

*' C'...:.': i::. half payroll tax paid by business 

BUSINESS AS ALLY OF AMllRl.>:A' S WORKING FAMILIES 

One other major advantage of adopting the proposed business 
ac~ivities tax is that it would allow us to give better tax 
':reat~ent to corporations which invest in their workers and 
invest in America. We designate such businesses as which become 
allies of workina fatdlies as "A-Corps, fI and suggest that tl:e 
Business ActivitIes Tax wou~d be imposed at two different rates, 
one rate for any business with receipts of over $100,000 which 
does not qualify as an "A-Corp." And a secor:..d lower rate for 
business tha.t do self qualify as "A-Corps." 

"A-CORP" 

* Invest in workers 

3% of payroll to pensions 
2% of payroll to training and education 

- Half of the cose of health insurance 
Profit-sharing, gain sharing or employee stock plan 

* Investment in t:h.e U.S. 

90% ofl all plant, equipment and employment dedicated 
to u.s', ma::.-ket 

- 50% of all R&D 

(more) 
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FINANCIAL MARKETS AS ALLIllS OF /\MERICA'." WORKING FAMILIllS 

To help Wal: Stree:: become a~ ally of Main Stree':., we 
suggest the creation of an "A~F'..:nd" which would reduce fi::ancial 
market pressure for shortnterm decision ~aking by corporate 
managers and reduce· short-term speculacion in securities. The 
"A-Fund" would be created by imposing a less than one half of one 
percent securities ::ransfer excise tax or" the sale of securities 
within two years of purchase, Revenue created by the tax wo~ld: 

"A-FUND'" 

.. FUnd deductions for higher education and skill training 

.. Fund tax credits for dependent children 

.. FUnd programs that accomplish: 

workforce training &: education goals and standards 
- technology R&D and export promot~on 

GQllERNMENT AS ALLY OF /\MERl.CA'S WORKING FAMILIES, 
SMALL BUSINESSES 

The governmenc alliance with America'g working families and 
self~ernployed wo~kers and small businesses would be forged by 
reducing their ~axes~ 

OOVERliMElIT - AIDING WQRKERS 

* Reduce the cax burden on working families 

- cut in half payroll tax paid by employees 
cut incorre tax by increasing standard deduction 

- $10,000 deduccion for post-secondary educa:::icn 
S500 child tax credit 

* Increase efforts to improve education and training 

OOVERliMElIT - SMALl, IlUSINESS 

* CUt in half the self-employment workers OASDI Tax 
(From 12.4~ to 6.2t) 

* Exempt small businesses with less than $lOOrOOO in annual 
receipts 	from federal business tax 


(Reduce number of corporate cax retur~s by 15 million} 


### 
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Scrambling to Pay the Bills: 

Building Allies for America's Working Families 


A Set of Comprehensive, Speeilic 

Democratic Proposals to 


Address Wage and Income Stagnation . 
to Produce Long-Term, Higher Rates of Economic Growth, 


Shared with Working Families. 

in the United States 


Presented by Senator Jeff Bingaman (D-NM) 
to tbe Senate Democratic Leader, 

S.nator Tom Daschl. (D-SD) 

February 28, 1996 

Executive Summary 
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ESTABLISHING THE "A-Corp": 
. ~HELPING BUSINESSES BECOME ALLIES OF 

AMERICA'S WORKING FAMILIES 

A merica's businesses are facing enonnous pressures ·from international competition 
and from Wall Street to produce nigher and higher short-term earnings. They are 

confronted with tough choices in the global market pla(;e, For example, should they make their 
next investment in the United States, or in a particular foreign country that touts lower wage 
costs, lower labor standards. and lower environmental requirements while at the same time 
promises to deny access to irs market unless the company invests within its own borders? And 
how does the company daily satisfy its Wall Street investment analysts that it is taking every 
step imaginable to pump up quarterly earnings at least for the short-term"? Too often. without 
countervailing pressures, America's businesses are compelled to pursue shorHerm. low· 
investment, low~wage. (osH:uning strategies. The result: Oovy'fl·sizing, restructuring. and out~ 
sourcing. . 	 .. 

These words ~~ dO\\l1~sizing, QutAsourcing and the like ~~ are frightening words for most 
of America's working families, because so many key components of each family's 

economic strategy are dependent on provisions made for them by their employers. After all, 
decisions about pension plans, worker training. health care, and their wage rates are in the hands 
of their employed. As workers must be partners 'With their employers in producing worid~class 
goods and servi<:es, businesses should necessarily be allies of their empioyees in helping them 
execute su;;;cessful personal economic strategies, We therefore propose a powerful set of 
incentives to help businesses fulfill this role. 

We propose permiuing businesses which operate in the United States to self-qualify. 
for status as a '''Business Allied v.ith America's Working Families," The attorneys 

and accountants for such businesses (which might be called "A·Corps"; would provide opinions 
that the business qualifies, 3<:cording to certain criteria. For every year it qualifies for Status as 
an A~Corp. the business would gel the benefit of extremely favorable tax, regulatory, and 
government contract treatment, as described below. 

How would. business self-qualify as an A-Corp? The business (which shall be 
defined as aU of its businesses. subsidiaries. and joint ventures under common 

control) would haye to meet certain tests. about which its attorneys and accountants could give 
an annual opinion. For example, the business would have to: 

o 	 Contribute an arr.\ount equal to at least three r'!rcent (3%) of payroll to, and offer to its 
U,S, employees, a muhi-employer or multiple employer pension plan (defined 
contribution or defined benefit, with significant portabllity). or sponsor a collectively
bargained, single-employer·plan. 
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o 

a 

o 

o 

0

Devote an amount equal to 8tleast two p..;n.:t:'f't (2%) of payroll for U.s. employee training 
or education which training or education was .certified to meet standards set by certain 
industry groups, 

! 
Note that the National Skills Standards Board, created under the Goals 2000 legislation 
passed in 1994. is tasked with developing a system of voluntary skills stand.ards. The 
system will establish a common set of skills needed for a cluster of occupations that 
workers will need. 

Offer to all U.S. employees (permanent and temporary employees working for more than 3 
months), and pay at least half of the cost of. a health care plan conforming to a basic 
model health care benefits plan drafted by the Nationru Association of Insurance 
Commissioners. 

1f a for-profit entity, operate for its U.S, workers either an employee profit-sharing plan, or 
an employee gainMsharing plan (bonuses tied to employees meeting certain measurable 
productivity_ quality, safety or other objectives), or an employee stock option plan, or un 
employee stock ownership plan: 

/ 	 in \vhkh 50% or more employees participate. where no individual employee 
owning more than S'Vo of the stock or receiving over 5% of the benefits is counted 
toward this requirement; 

.I 	 which is managed by an employee-elected trustee; and 

./ 	 in which all stock is full voting stock 

M3intain a compensation plan such that: , 
./ 	 the compensation (excluding stocK options and purchases meeting the restrictions 

belOW) of the highest-paid employee is no greater than 50 times the compensation 
of the lowest-paid full-time employee; and 

.I such plans shall require gradual, 5-year vesting of options and underlying shares 
acquired by management executives under all stock option and stock purchase 
plans; and 

i 
a substantial proportion of the compensation received by members of the 
company's board of directors shall be in .he form of sterk options which shaH 
req~ire the $ame vesting requirements as for management exeeutives . 

. 
Show that in the preceding three-year period: 
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./ at least 50% of the total of all net new investment in research & development was 
made in the United States; and 

./ at least 90% of the total of all net new investment in plant. equipment. and 
employment used for the production and delivery of products and services 
consumed in the United States. occurred in the United States. 

Q 	 Maintain above-average or continuously improving occupational safety and environmental 
cornplianc¢ reco.rds. 

Cl 	 After Dccc'mber 31. 1998, Delong 10 and pay s:igniticant dues to an industry association 
which shal! .be certified by the Depanment of Commerce as: 

I 
./ 	 actively participating in the United States in the setting of education. training, and 

apprenticeship st.andards for workers in its industry; and requiring its members to 
support local school-ta-work syslerrts through consultation with local school 
officjal5~ supporting school to work curricula. or providing work opportunities for 
students participating in schoo! to work programs; 

./ 	 offering to all of its U,S.-members the opportunity to participate in a managed, 
multi.employer or multiple employer, portable pension plan similar to those 
operated by TIAA-CREF, the National Automobile Dealers Association and the 
Rural Electric Cooperatives, for example: 

./ 	 proyiding significant assistance to its members with respe<:t to the export of the 
industry's goods and senices from the United States, ' , 

A-Corp Tax Benefits and Tax Benefits for an Corporations
• 

B ecause the current corporate tax system has such severe problems (corporations' tax 

payments seem unrelated to their true profitability, it provides incentives to invest 
overseas, biases debt over equity) and promotes a multi~biJlion dollar industry to avoid it), we 
would propose elimination of the corporate income tax and the adoption of the Boren·Danforth 
Business Activities Tax as described-in "The Comprehensive Tax Restructuring and 
Simplification Act of 1994" (hereafter "B·D")j with three major changes. The BD business tax , 
which is fully border-adjustable (if taxes imports, not exports), applies a fixed tax rate to a tax 
base resulting from taking all business receipts and subtracting payment to other businesses for 
goods and services (including the purchase of new equipment, construction of plants., etc.), 
Neither employee compensation payments nOr payments of interest or dividends are included in 
the subtraction, Two of the changes we propose would: 
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o 	 Provide that money spent on the provisIOn of training or education to employees of the 
workplace. which ~raining or education was certified to meet standards set by certain 
industry groups in coordination with the National Skills Standards Board, shall not be part 
of employee compensation and sh~1I be fully s~btracted from B~D tax base, just as an 
investment in a new machine would be; and 

." . 0 	 Provide that research & development expenses incurred in the United States (as defined·, 
Wlder the current tax regulations governing the existing temporary r&d credit) shall be 
fully subtracted from the B~D tax base, just as an investment in a new machine would be, 

A doption of the Boren-Danforth business activities tax with the above two changes 
accomplishes a number of objectives which will aid.!ill American businesses in 

improving their performance: 

./ 	 In ~he business tax setting. if eliminates any preference for debt over equity, 
Neither interest payments to lenders nor payments of dividends to shareholders arc 
subtracted from the 8¥D tax base, This is important because business traditionaHy 
finances rjskicr.long~term, valuc~added activity (investment in intangible assets 
such as R&D, workforce training, new products and new markets. supplier 
relationships. establishment of brand names, and distribution channels) through 
equity instruments, not debt financing. In contrast, the current laX system, which 
makes interest payments fully and immediately deductible business expenses while 
double~taxing dividends on equity and providing no or a partial deduction for the 
use of retained earnings for longer-term investments, inccntivizcs debt _while 
discouraging equity . 

./ 	 It incen/wizes investment in the United Slates in new plant and equipment, research 
& development. and worker training. Under our modified B~D business tax, all 
eompany expenditures for new plant and equipment (built. used, or conswned in 
the U.S.») and research & development and worker training (conducted in the U.S.) 
are subtracted from the tax base, And it eliminates the incentives in the current 
code to invest in, or to license U.S. technology to. forejgn countries. 

,f 	 The tax isfolJy b(}rder~adjuslabJe, laxing imports bUI not exports. The revenue· 
received from the sale of exported goods and services is not included tn the B~D 
tax base, and the amounts paid for all imported goods are taxed at the applicable 
rate as they cross the border into the United States. 

,f 	 Our business activities tax is much more fair across types offirms. It does not vary 
with the type of business generally, and makes only onc big distinction ~- between 
'~husinesses allied with America's working families" (those that qualify for A-Corp 
sw.tus). and those that choose not to be, 



Page 6 

./ it {.r simple, not complex. and will eliminate the murli-hilliol1 industry oflm~yers 
and accmmlants whose entire livelihood depends on playing all the angles in the 
current complex corporate code" 

./ Finally. the revenues generated by Wlhonnity of the taX allows us to roughly cut in 
haiflhe COSI oflhe OASDI payroll lax paid by business .. a reduction of 3.1 %, 
from 6.2% to 3.1%. This change would cut the coS! of doing husiness generally ... 
and specifically the marginal cost of adding new employees. !'iote that the OASDI 
trust funds would be replenished by receipts from the business tax in the same 
amounts as would have been paid in under the old payroll tax rates. 

B ur our thtrd modification ofB~D would provide an enormous incentive for business 
to become allied with America's working families. This third change would provide 

two rates, not on'e rate. applied to the tax base for the business. Ofthe two, the significantly 
higher rate (for example. 18%) would apply to the tax base of all businesses which had not 
qualified for A~Corp stJtuS, Businesses which. in the opinions of their attorneys and 
accountants. qualify as A-Corps. ",ould pay a significantly lower rale (for example, 11%) on 
their tax base, 

This rate differential finally provides to American businesses an incentive of the scope 
other countries routinely provide to businesses for corporate decisions they want to encourage. 
tio\;! many times have we seen even American businesses decide to locate their next plant In 
another country. partly because of the special tax treatment they will be afforded? Under our 
proposal. American business will finally have a significant incentive to build that next plant right 
here in the United States. to provide their American workers health care coverage, and to invest 
in their American workers' training and retirements. 

Note alSO, the B-D business tax would not apply to ;small businesses with annual gross 
receipts of Jess than $100,000, and financial services companies require a sHghtly modified 
regime as provided in the draft legislation for the B~D. Finally, there are significant transition 
issues. which would need resolving when the plan is implemented. 

A-Corp IWgu!.tory Benefits 

As a qualified A-Corp, a business would be required to comply with 311 applicable 
federal laws and regulations, but also would be entilled to (1) speedier federal 

agency review and decision making, (2) participat:Jn in voluntary compliance programs, and (3) 
take advantage of safe~harbor provisions designed for A-Corps from applieations of certain 
regulatory re.quirements, 
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A..Corp Government Contract Benefits 

Qualified A~Corps shan be entitled to a strong preference (10% cost advantage, set~ 
asides, goal provisions. and the like) in competitions of U.S. government 

procurement contracts. awards, and other programs in which businesses are allowed to 
participate, 

Other Ways to Help Business Become Allies with American Working Families 

We must also respond to the needs of the American corporation which IS faced with an 
easy choice: go where labor is cheaper, labur and envirorunental laws are weak, and markets are 
held tiostage to investment and technology transfer. For the .United States to continue to grow, 
the welfare of the American corporation must be preserved, but the corporation must be 
encouraged to invest in itself. its workers, and its research and development, to grow over the 
long~term. Building the American economy in a healthy manner requires that govenunent, 
labor, and business come to terms with the economic dimensions of national interest; and that 
Americans learn to conceptualize, prioritize, and pursue these economic interests both at home 
and abroad. Certainly today, America's long-term economic vitality must rank as the nation's 
top national security ~oncern. To these ends, we propose additional detailed recommendations to 
help businesses become aHies with American Working Families. by: 

./ Confroruing 'he ASia-Pacific trade & itn-eslmem problem 

..I Upgrading labor and environmental standards 

'" Fostering U.S-basedjofnt ventures in crWca/lechnologies 

'" Encouraging greater American exports, and 

'" Restructuring government to act strafegically 
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ESTABLISHING THE "A-Fund": 

HELPING FINANCIAL MARKETS BECOME ALLIES Of 


AMERICA'S BUSINESSES AND AMERICA'S WORKING FAMILIES 


W e have concluded, along with many experts. that our current financial markets exert 
enonnous short-term pressures on America's businesses. That pressure to produce 

shorH.erm profits inet<itably makes it harder for businesses to make the long~tenn investme,nt in 
their employees that a true alliance ",,1th America's working families requires. We believe that 
this counter-productive phenomenon must be confronted head~on; at a minimwn, we need to 
create a "speed-bump" against this short-termism. We believe that we must take steps to help 
"Wall Street become ailies with Main Street." 

Our bottom line? We propose crealing a disincentive to the churning of securities in 
the form of a less-than-one-half-of-one-percent and declining tax On the sales of 

securities that occur within two years of purchase, and using the proceeds to pay for a huge 
education and training lax cut for America' s working families. 

The: transaction tax on short-term speculation on all securities, is described in greater detail 
below. The proceeds from this tax would be segregated in 3 "Financial Markets Allied with 
America's Businesses and Working Families Fund" (the "A-Fund"), And the primary uses of 
the "A~Fund" would be to pay for tax deductions for postwsecondary education and training 
purchased by American workers, and for tax credits to help cover the expense of raising and 
educating children ofpre~school, elementary, and secondary school age. 'n other words. we 
propose a tiny tax on shon~term trading to fund a big tax cur for long-term investment. 

A-Fund Sources 

The tax is imposed on the short-term churning of securities_ It is paid in diminishing 
amounts over the holding period of the security, and i$ not paid at all if the security is 

held just two years or more. Remember that one of the purposes of the fund is to encourage 
wen~informed investments in corporate securities followed by sustained support of the securities 
over some reasonable investment lime period, 

I 

Our proposal would impose a small and diminishing securities transfer excise tax (STET) 
on broad~based' security sales made less than two years after purchase. The tax would extend to 
transactions by individuals, corporations, and tax-exempt pension funds and other entities and 
would apply to stocks. bonds. options, futures, and swaps of currency, interest rates, and other 
assets, This would indude trades on behalf of Americans and American assets on American and 
foreign exchanges, whether done directly or through an intermediary investment fund. It is 
important to apply the STET to ail securities. to avoid prejudicing investment in one securities 
vchicle over ariother. The tax would be paid by the seller (the person on whose behalf the sale 
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was made) at the time of the transaction and would not apply to new issues. 

The following chart outlines the STET rates contemplated. Note that all the rates below 
work out to be I~ss than one halfof()Ilf' nercenl a/the value of the security at the time of the 
sale. (Consider. in contrast. the 10 to 15 times thai amoWlt each of us pays in sales tax for every 
item at the grocery store,) Moreover, no tax is paid if the security is held for just two years, 

! . TAX RATES BASED ON HOLDING PERIOD OF SECURITY 
, 

<6M05. 6·12 MOS. 12·18 MOS. 18·24 MOS. >2 YRS. 

STOCKS. 0.0048 x value 0.0036 x value 0.0024 x value 0.0012 x value No Tax 

· Pm 0.0001 x val 0.000075 x val 0.00005 x val 0.000025 x val ]';0 Tax 

• BONDS per remainmg .. .. .. 
· 
· · 

year oflcrm 

'TREAS 0.0001 ,val ' 0.000075, val 0.00005 x val 0.000025 x val No Tax 
, Bills per remaining · " .. · .. 

year of term · 

TREAS 0.0001 x val 0.000075 x val 0.00005 x val 0.000025 x val No Tax 
Bonds per remaining .. .. .. 

· year of term 

i Futures 0.0002 x val of 0.00015 x val 0.0001 x val of 0.00005 x val No Tax 
· underlying .. .. .. 

I 
commodity per 
year of term 

i OPTIONS 0.0002 x val of i 0.00015 x val 0.0001 x val of 0.00005 x val NoTa, 
· "underlying " .. " •., 

commodity per 
, 

•• 

year of term , 
• 

I
,SWAPS of 0.0002 x val of , 0.00015 x val 0.0001 x val of 0.00005 x val No Tax . 
; Currency. ; underlying · .. .. • " · · 

Int Rates, •, commodity per · i 
or Assets year of term • 

· 

•· 
· i 
• 

•• 

, 
• 
• 

· 

· 

To mini;nize any evasion of the tax in global financial markets, the U.S, should take the 
lead in the G~" to coordinate a p'olicy preventing STET evasl0n. At least eight European 
Economic Community nations (including the UK and France) and four Pacific Rim countries 
{including Japan, Korea, and Taiwan} have some form of s~curities transactions tax. 
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Some Wall Street traders and investors will modify their behavior in response to the 
lax, But others. unfortunately> will not So the proceeds from this tax will likely be 

subStantial. Precise estimates of the revenue aValiable for the "A-Fund" are difficult to make, as 
they depend on guesses as to the extent to which Wall Street wiU mOdify its selling behavior, 
But using 1994 lrading numbers. revenue availa~le LO the A-Fund would totai $27 billion 
annually if Wall Street experienced a large reduction in short-term trading volume; $43 billion 
annually, if Wall Street had a medium reduction in short-term trading volume; and $62 billion 
annually, jf WaH Street experienced a small reduction in shon-term trading volume: 

, 
I, 

Assuming ... 
REVENUES for 
tb. «A-FUNO· 

Largt Drop in Sbort..term Trading Volume '$27 billion per year 

; Medium Drop in Sbi)rt~term Tradillg VoJume $43 billion per year 

Small Drop in Short-term Trading Volume $62 billion per year 

, 

I 


A-Fund Investments 

The pri:mary investments of (he A-Fund would be: 

o 	 To Frmd T(2'( Deductions jor Higher £ducalion and Work Skill Training. The President 
has proposed a deduction for education and training of up to $) 0.000 for ruition and 
associated fees paid to institutions and programs eligible for federal assistance. The 
ma.ximum allowable deduction would be phased~out for taxpayers filing ajoint return \\1th 
adjusted gross incomes (AGls) between $100,000 and $120,000. (The deduction would 
phase out for single filers at AGis between $70.000 and $90,000.) When fully 
implemented. tbis deduction would result in a loss of revenue of approximately $7.5 
billion a year. 

o 	 To Fund Tax CreditsJor Dependent ChildrelL We propose, like the President. a $500 tax 
credit for each dependent child under 18 years old. which would help working families pay 
for the edu;::ation costs of pre-school. elementary, and secondary school children. The 
credit would be phased out for taxpayers with AGl of between $60,000 and $75,000, but 
the credit.mount and the phase-out would bo fully indexed for inflalion. When fully 
implemented. this deduction would result in a loss of revenue of approximately $1 SA 
bUHon a year, 
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The bulk or the remaining dollars in the "A-Fllnd" investments would go to support 
federal, 	state, and local efforts to reform and improve education and training: 

,/ 	 Workforce Training. The National Skills Standards Board, crealed under the Goals •
2000 legislation passed ia<;t year, is tasked v.ith developing a system of voluntary 
skills standards. The system will estahlish a common set of skills needed for a 
cluster of occupations that workers will need. The National Skills Standards 
Bo,\,d. which had its first meeting in April of J995, is currently identifying 
occhpation clusters. The A~Fund would provide federal support for workforce 
training programs operated by states or government-business partnerships which 
met the voluntary skills standards. 

I 
•

School to Work, The l03rd Congress passed the School to Work Opp0rtunities 
Act, which provides for the estabiishment ofapprenticeship systems enabling the 
three quarters ofhigh school students not proceeding to a four-year college 
degrees fo enfcr high skill-high wage careers. The act provides grants to tocalities 
and'states to set up appropriate systems, with the base requirement that such 
systems shall include both, work-based and school-based learning. and involve local 
busjness. labor and education Jeaders. Both planning and implementation grants 
hav,e already been made to state and local governments, The A-Fund would 
proyide continuing federa1 support for this effort, . 

· v" 	 National Education Gools and Standards. The 103rd Congress also passed the 
Goals 2000: Educate America Act, which calls for the setting of voluntary national 
con,tent and performance standards in core academic subjects such as math, history, 
and geography, It also provides funding for school reform efforts and programs to 
imp.rove student achievement through educational technoiogy. The A-Fund would 
pro~ide continuing federal support for this effort ' , 

Finally. a smaller, residual amount of "A-Fund" investments would be allocated to 
support industry~driven. govemment·industry partnerships in technology research & 
development and industrial extension and to export promotion: 

I
Technology Research & Development. Funds from the A-Fund would be used to 
fun~ successful programs like Sematech. the Technotogy Reinvestment Project, the 
Advanced Technology Program, and other long-term technology research & 
development programs which are industry-driven. cost-matching. government-
industry partnerships. ' 

I 
,/ Industrial Exlension, Funds from L'1e A-Fund would be used to fund successful 

programs like the Manufacturing Extension Program (MEP) in the Department of 
Commerce and small business development centers (SBDes). These programs 
typically focus on small and medium~sized enterprises trying to upgrade their , 
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technical and management processes to compete world-wide. 

Expor! Promqtion. The A-Fund would also be used to fund successful programs 
now in the Department of Commerce and the Office of USTR to expand the export 
of American-made products and services, including those run by the Export-Import 
Bank. OPIC. the U,S. Foreign Commercial Service, and others, Funds would also 
be used to support ne,,' Academic Centers for the Study of Industry. 

Other Ways,to Help Financial Markets Become Allies with 
American Businesses and Working Families 

.. , through Seiurities RegUlation Reform 

A nd finally_ we need fa sigmficanrly reform our securities regulatory Sfructure to 

promOiC long-term human resource im"estment over shart-term earnings decisIOns. 
We endorse changes in securities regularions that beuer align the interests and activities of 
owners/investors, corporate managers and investment managers. Since educated investors bener 
understand corporale decisioIi-making, the goal of these regulatory reforms should be an 
investment and management climate where information flows more freely, corporate oversight is 
enhanced. risks are better understood, and short-term pressures are mitigated. These changes 
should free all those involved in corporate decisions to choose long-term. productive investments 
that are crucial to the growth of high wage jobs. without jeopardizing the current efficiency of 
America's financial markets. These reforms. detailed in the pages that follow, would have as 
their goals; 

./ Reducing Barriers to Collective Shareholder Monitoring 

./ Reducing Regulatory Impediments to Larger Holdings in Companies by individual 
IllSliwtionallnveslors 

./ Encouraging Long~Term Management and Investment Behavior 

. 
./ 'Improving Available In/ormation on Firm's Prospects , 
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PREPARING THE "A-Check": 

MAKING THE UNITED STATES GOVERNMENT AN ALLY OF 


AMERICA'/!> WORKING FAMILIES 


We propose above several concrete steps to encourage businesses to become allies 
with America's working families by helping them v.ith health care, their pensions, 

education and training. and by investing more in the United States. We offer a dramatic 
proposal to use our financial markets to foster long4erm investment instead of sh{}rt~term 
profits that specifically funds working families' investments in their own education and training. 
These proposals go a long way in restructuring the incentives in our economy to improve the 
incomes, benefits, and economic security of America· s working families over the longer run. 

B ut the next question is what the United States can do. right now and very directly. ·to 
help America's working families execute successfully their strategies for a secure 

work life and ~ctirement for themselves and a brighter future for their children, 

•
The whole purpose of the comprehensive strategy outlined in our proposal is to increase 

the incomes of the average working families of the country. The whole point is to put more 
money into working families' budgets to pay for day-in. day-out expenses and to save for 
education. training. family emergencies, or retirement -~ to "make the bills" each month and stili 
provide for a decent retirement for themselves and a better future for their kids, While 
consoHdating gains in that regard will take time. any improvement on this score should be 
welcomed as soon as: possible, 

W e propose that the government become an ally of working families by making more 
money available to them (the "A-Check") to deposit in their checking and savings 

accounts for their personal economic strategies: ' 

Q We propose to CUI in hal! each employee's OASDI poyrollla:< (from 6,2% 10 3, I %), 

For example. our proposal would cut taxes for a family with total pay checks of $33,000 
per year by over $l.()()(), Our proposal to replace the current corporate income tax. 
described above. makes such a tax cut possible. Some portion of revenues derived from 
that proposal would be transferred to the oidwage and survivors insurance and disability 
insurance trust funds to compensate for the reduction in trust fund revenues caused by the 
reduction in the payroll tax rates, 

o We propose TO cur individUilI income taxes by tripling the standard deduction for 
taxpayers who do not itemize deductions. 
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,The extra standard deduction would be $8,6jO for married individuals filing jOint returns, 
$7.600 for heads of household, $5.200 for single individuals. and $4.325 for married 
individuals filing separate returns, This extra standard deduction would be allowed in 
addition to the basic standard deduction and the additional standard deduction for the aged 
and the blind. For·a taxpayer claiming both the basic standard deduction and the extra 
standard deduction, the total standard deduction at 1994 levels would be $15,000 for 
married individuals filing joint returns, $13,200 for heads of household, $9,000 for single 

'. individuals, and $7,500 for married individual!> filing separate returns, 

The extra standard deduction would be phased out ratably for taxpayers with adjusted 
gross income (AGJ) in the following ranges: $45.000· $88,250 for married individuals 
filing joint returns. $37.000· $75,000 for heads of household, $27,000· $53,000 for 
single individuals, and $22.500· $44,125 for married individuals filing separate returns. 
The amount of the extra standard deduction and the phaseout ranges are expressed in 1994 
dollars and would bC indexed for inflation. 

This change will entirely remove from the tax foIls approximately 20 million taxpayers. 
Again. our proposal 'to replace !.he current corporate income taX. described above, makes 
such a tax ~llt possible. 

a 	 We propose providing income lax deductions up 10 S/O, 000for Individuals' invf!srmenls in 
their own posl~secondary educalion and training. 

The President has proposed a deduction for education and training of up to $i 0,000 for 
tuition and associated fees paid to institutions and programs eligibJe for federal assistance. 
The maximum allowable deduction would be phased-out for taxpayers filing a joint return 
with adjusted gross incomes (AGls) between SIOO,OOO and $120,000. (The deduction 
would phase out for single filers at AGl, between $70,000 and $90,000.) The tax 
expenditures for these deductions will be funded from the "A~fund:~ described above. 

Q 	 We propose providing income fax credifs 0/$500 for each dependent child under 18 years 
old, 10 help w(}rking/amilies pay for the education costs ofpre-school, elementary, and 
secondary school children, 

The credit would be phased out for taxpayers with AGI of between $60,000 and .75,000, 
but the credit amount and the phase-out would be fuUy indexed for inflation. The tax 

expenditt1!es'for these deductions will be funded from the "A~Fund>" described above . . 
o 	 We support continuing the Earned Income 1. ax -Credit program as it was expanded by the 

Omnibus Budget Reconciliation Act of 1993. 
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o 	 We propose 10 CUI income taxes funher uy pr-:witiing for refundable tax credit amounts 

additional to the current Earned Income Tax Credit. 


Our proposal would cut taxes for lower~middle-income and poor taxpayers up to a 
maxnnum of an additional $1,378 for married people filing jointly, for example. The 
maximum amount of AGI eligible for the credit would be $9,500 for marri.:!d individuals 
filing joint'returns. $7,900 for heads of household. $5,700 for single individuals, and 
$4,750 for married individuals filing separate returns, The maximwn credit would be 
$1,378 for married individuals filingjointreturns, $1,146 for heads of household, $821 for 
single individuals, and $689 for married individuals filing separate returns, 

The credit would be pbased out at a 20 percent rate for taxpayers: with "modified AGI" in 
the following ranges: SI5,OOO· $21.888 for married individuals filing joint re!ums, 
$13.200 • S 18,928 for heads of household. $9,000· $13.133 for single individuals. and 
$7.500· $10,944 for married individuals filing separate returns. Modified AGl would be 
defined as AGI determined (l) without regard to deductions for individual retirement 
arrangements (lRAs), simplified employee pension plans (SEPS) or Keogh plans, or to 
exclusions for foreign income. income from the possessions and educational savings 
bonds, and (2) by adding in tax-exempt lnterest and the portion of Social Security benefits 
not otherwise included in AGI. The AGI limits and the beginnings of the phaseout ranges 
are expressed in 1994 dollars and would be indexed for inflation. Again. our proposal to 
replace the current corporate income tax. described above, makes such a tax cut possible" 

An indivi~ual would be eligible to receive this intrcase on an advanced basis similar to 
that available for the current earned income tax credit. It would be available to any 
individual who provides an eligibility certificate to his or her employer that (I) certifies he 
or she is eHgible for the credit on the basis of AGI. (2) certifies that he or she does not 
have.an eligibility certificate in effect for that year v.ith another employer~ (3) states 
whether the individuals spouse has an eligibility certific~lte in effect, (4) estimates the 
individual's AGI and modified AGI. 

a 	 We support efforts to raise the minimum wage 90 cents over rwo years to restore some of 
the erosion in buying power in the minimum wage, 

I 

Other Ways to Make the U,S. Government an Ally 
of America's Working Families 

... through Increasing tbe Bargaining Power of American Workcn 

We can help fortify the bargaining power of America's workers and their families. We are 
concerned that current prohibitions on discriminatory actions against employees involved in 
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collective bargaining activities may no! be adequa~t: tv prevent such practices. To provide 
further incentive to obey current law, we recommend establdhment ofa fine jor vioialing the 
National Labor Relations Act by wrongfully dismissing employees involved in the organization 
ofa workplace. Such fine shall be equal to triple the amount of wages an employee would have 
received if thaI employee had retained employment Such a fine is anticipated to have a deterrent 
effect, thus reducing the number of workers facing discrimination while attempting to organize a 
workplace. 

We also concur in the Dunlop Commission recommendation for streamlining election 
procedures th.rough the postponement of legal hearings before the National Labor Relations 
Board until after a representation election is held. Any disputed ballots would remain sealed 
until hearing were held . 

... through Increased Support for Education Reform 

Responsibility for the performance of our educaiion system appropriately lies ,H the state 
and local te\'eL But we believe the federal government needs to help our state and local school 
districts by providing support for [he dew:!lopmenl of.J essential elements 0/reform ofOlJr 
education system: (I) academic and skill standards for students; (2) professional standards: for 
teachers; (3) new configurations of time for student learning and achievement; and (4) 
appropriate access and use of education tecnnology, 
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PREPARING THE "A-Check", Part II: 

MAKING THE UNITED STATES GOVERJ"fMENT AN ALLY OF 


AMERICA'S SELF-EMPLOYED WORKERS and SMALL BUSINESSES 


Working families are scrambling to assemble personal economic strategies to "make 
the bills" each month and provide for a solid retirement for themselves and brighter 

future for tbeir kids, But several components of that strategy are not found in regular jobs with 
big or even rnediurnMsized employers. Many workers rely on themselves for a sizeable chWlk of 
family' incQme, as self~employed real e:state professionals. for example. Still mQre are employed 
by small businesses. 

W e propose that the government become an ally of these self-employed workers and 
these small business owners by making more money available to them ( the ";\ 

Check." Part II) to deposit in their checking and savings accounts for their personal economic 
strategies.: ' 

o 	 We propose to cuI in halj [he selj·emplQ)'ed worker's OASDI [ax, from /2.4% [0 6.2%, 

, 
For example, a self·employed worker making just 533,000 would pay over $2,000 less 
in taxes each year than she now does. As with an employee's payroll tax. Some portion 

. of revenues from our proposed replacement of the current corporate income tax would be 
transferred to the oldwage and survivors insurance and disability insurance trust funds to 
compensate for the reduction in trust fWld revenues caused by the reduction in the payroll 
tax rates, Our proposal to repJace the current corporate income tax. described above. 
makes such a tax cut possible 

o 	 All small businesses with less than $100.()()() in annual receipts would be exempt from 
federal business rates. 

Small businesses, especially those conducted by self·employed individuals would be, at 
their option. completely exempt from the provisions of our proposed modified Boren~ 
Danforth business tax, Exempting these smatl businesse? from the tax would entirely 
eliminate over 60% or 15 million businesses from corporate tax rolls. 

:J We would ~aintain and make permanent the provisions o/OBM of1993 which provided 
for a 50% capital gains lax CUi for securities held for more than five years and a 100% 
capital gains lax cuI for securities held more than 10 years, in a qualified small business. 

Q 	 In faShioning individual income tax reform, consideration should be given to an increase 
in the amounf oflosses on smali company Slack thaI individuals are permilled to offsei 
ugainsl ordinary income (from $50,000 to $100,000). and perhaps increase the size of 
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companies considered "small" for this purpose (from $1 million paid in capital to $5 
million paid-in capital). 

Other Ways to Make the U.S. Government an Ally of 

America's Self-Employed Workers and Small Businesses 


Since much of business innovation and growth that drives productivity and wage growth 
. occurs in smaller and start-up firms, access problems and high transaction costs are increasingly 

important issues. We endorse the significant regulatory changes that will improve small 
business access to equIty markets and reduce transaction costs by: 

./ Allowing the Underwriting o/Small Business Issues by Banks 

I' Reducing Equity Issuance Transaction Costs 

./ Far.'lfifaring the Operation ofMatching Facilities 

./ FacilNoting Loan Securilizarion 

./ Improving the Efficiency a/Small Business Adminisrralion Programs 


