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Mr. Chairman and Members ofthe Task Force, thank you for this opportunity to discuss 
the President's plans to safeguard Social Security in the context of the Federal budget. Let me: 

• 	 provide some background on the budget and the economy, and how they will help us to _ 
make Social Security financially sound for the next century; 

• 	 describe the langer-range budget outlook, as it is discussed in this year'. budget; and then 

. describe the President's policy. to "Save Social Security Yrrst." 

The President Needed to Address the Structural Defidt . 

Before H. Could Address the Generamnal Defidt 


When President Clinton took office, the unified deficit for the fiscal year just ended, 1992, 
was $290 billion (see cl\art), or 4.7 percent oflbe GDP - the largest dollar deficit in the history 
ofthe nation, one ofthe largest non-recessionary deficit sbetes of the economy. and clearly an 
unSustainable burden, For the 12 years up to then, annual deficits totaled $2.3 trillion. 
Alarmingly, the ratio of the nation', debt to its GDP bad virtually doubled - from 25.8 percent at 
the end of 1981 to 48.S percent at the end of 1992, Never befurebad theN.tion witnessed such 
an explosion ofpublic debt -like. family doub6ng its mortgage with no increase in its income. 

The Presidenl recognized in 1993 thaI the financial solvency of Social Security would be a 
major budgetary challenge. However, hefore he dealt with thet generational deficit, he had to. rein 
in the exploding unified budget deficit. In January of 1993, CBO projeeted the unified budget 
deficit fur 2003 al $653 billion, 'or 6,8 percent ofGDP. The Administration'. projections were 
almost identieal- $639 billion, or 6.6 percent ofGDP. Withoul ebanges in poliey, these and 
other public and private forecasters projected th.t the deficit would keep rising, potentially 
pushing ·toral publle debt, future interest costs, and deficits into an upward spiral withoullimil, 

.In.the f • .,.,·ofthisaanger, the Administralion set out, first and-foremost, 10 cut this 
milssive deficit and to put the budget and economy on a sound, sustainable fuoling. 



Reducing the Deficit, 1991 Through 1997 

To that end, the President proposed, and the Congress en.cted, the Omnibus Budget 
Reconciliation Act in 1993 as. solidfirst step toward fiscal responsibility. It has proved to be 
much more. 

While the overall budgetary situation may be familiar in light ofthe recent release of the 
Administration?! FY 1999 budget. it is a vital element in our efforts to preserve Social Security 
for tha next century, and so I will review the basics briefly hero. 

TheAtfministration Has Exc4eded [/$1993 Deficit Reduction Pledge: 

• 	 Upon OBRA' 5 enactment, the Administration projected that it would reduce the 
'accumulated deficits from 1994 to 1998 by $505 billion. Clearly, it will greatly exceed 
that goal As you see on the same chart. we will save a total of $4 trillion by 2003 
through a combination ofthe previoUJ deficit"reduction steps that we've taken and the 
President's 1999 budget. 

• 	 Just through 1999, as the next chart shows, our cumulative savings will total $1.6 trillion. 
These budget savings begin a virtuous eycle ofdeficit reduction, by reducing debt and 
future debt-service costs. In 1999, net.Jnterest costs are expected to be almost $80 billion 
below the estimates from before the President's 1993 deficit-reduction program. 

"' ." 

The AdminlstraJion Has Reversed the Debt Buildup ofthe 1980s: 

• 	 As the next chart shows, because we bave feduced the defiell. so dramatieally over the last 
five years, we have added much less to the total national debt than the last two 
Administrations. 

• 	 Had this Administration done nothing, the debt would have exceeded $7 trillion. or 75 
percent ofGDP, by 2003. Instead, working with Congress, the Administration reversed 
the debt build-up as a share ofGDP. As the next chart shows, OMB now projects tbat 
debt will fal1 to just 35 percent ofGDP in 2003. 

However, this projection assumes the continuation of the polley in the President'. budget 
- which involves unified budget surpluses over the remainder ofthe ten-year budget window. If 
we dissipate those surpluses instead, debt will remain higher -leaving us far more vulnerable to 
the presSures of the baby boom and population aging in the next century. I will have more to .ay 
on this crucia1 issue later on in my testimony. 

: \ . .' 	 \ 
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The Ba1tJJ1ce Between. Spending and Revenue Savings: 

• 	 By 1992, Federal ,pending had reached 225 percent ofGnP, topping its average of21.9 
percent from 1980 to 1997 (see chart)~ We have reached unified budget balance by both 
cutting outlays and increasing revenues. Revenues have increased through strong 
economic growth and changes in the tax law in 1993. However, the 1993 budget 

- legislation also cut taxes for millions of American., as did the 1997 bipartisan budget 
agreement. 

• 	 As the next chart shows, the total deficit reduction tbat we have accomplished since 1993, 
has come 52 percent from spending. and 48 percent from revenues. 

This budget continue. the President'. record ofproposing budgets eaeh year that are 
smaller, as a share of GDP, than lIllY. budget enacted during the previous two Administrations. 

I present this background because solving the budget problem the right way has belped 
ourproapects fur safeguarding Social Security - both directly. and through a stronger economy. 

The Near-Term Budget Outlook 

A Balanced Budget and"Stroug Economy Go Hand-in-Hand: 

The prospects for the budget in the next five years - and fur our ability to preserve Social 
Security - are rooted in a strong economy. 

Over the last five y...... we have enjoyed rapid job growth and low infiation.· But there is 
one aspect ofour economic performance that is especially important in the context of the future 
of Social Security. . 

When the President announced his 1993 economic plan, long-term imerest rates fell. After 
Congress enacted the plan, though rates fluctuated as they always do, they have remsined low. 
Those lower rates spurred. chain reaction oflower financing costs, and business and personal 
investment growth at unprecedented rates. 

• 	 As the next chart sbows, in inflation-adjusted terms, business equipment investment bas 
grown at over II percent • year under this Administration - almost three times faster 
1munder President Reagan, and almost six times fu.ster than under President Bush. 

lnvextment growth is especially important for two reasons; 

• 	 New equipment embodies advanced technology. making walkers wbo use the equipment 
more, pinductive. Higher prnductivity permits l;u:ger wage-increases without threatening 
higher inflation, 
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• 	 Investment adds to the economy's productive capacity, and a larger economy generates 
more income, leading to higher .verage living standards. In the final analysis, a stronger 
economy is a prerequisite to meeting the retirement costs ofthe baby~boom generation 
without unduly burdening future workers. In essence, greater investment is what our 
society can do to "pre-fund" its own future retirement (:osts., 

The IhuIgei Outlook: 

Now, let me tum to the budget o~tlook. 

• 	 Fueled by this strong economy, the Administration project. that the budget win reach 
unified balance in 1999 - ending an era ofcontinuous deficits that has lasted 30 years (see 
chart). 

• 	 The budget outlook has improved since last summer, when OMB and CBO both projected 
that the Balanced Budget Act (BBA) would not produce a balanced unified budget until 
2002. Since then, economic growth has continued to exceed expectations, and intIation 
has remained low. The resulting changes in the Administration's economic and technical 
projections are responsible for the earlier expected budget balance (see chart). 

!!'" c ""') 

.; • The 1999 surplus is projected at $10 billion - marking the first balanced budget in 30 
"' 

years; the seventh consecutive year ofdeficit reduction I surplus increase under one 
President; and $127 billion better than projected one year ago. Ifprojections hold, 1999 
will be the seventh consecutive year ofdecline in the ratio ofFederal spending 10 the 

. GDP. The 1999 surplus will alan yield the sixth consecutive year of. reduction ofthe 
ratio ofthe debt held by the public to the GOP. 

·l1tose projections refer to the un(fied"budget, which includes aU GovCnlmCnt operations. 
However, the Congress has mandated that the budget also focus on the /W/t-Socio18eeurity 
deficit The non-Social Security budget will help to determine whether the Federal Government 
can meet its Social Security responsibilities in the future. It also helps to show the extent to 
which the current Social Security Surpluses are being used to increase the nation's savings - and 
thereby 10 build the stronger economy we will need 10 meet those future responsibilities. < 

. , In fact. the CHnton Administration has mede tremendous progress on this front. In 1992, 
the non·Social Security deficit was 5.5 percent of GDP - the second-highest figure on record 
(second only 10 1983, at 6.1 percenlorGDP). By 1997, however, the non·Social Security deficit 
had fhllen to 1.3 percent ofGDP - lha lowest figure since 1974. Even in nominal dollar terms, 
tha noti.,social Security deficit in 1997 was the lowest since 1981. This great improvement shows 
that the budget is steering our resources toward making the Social Security surplus real, and 

< • increasing the rui!ioti~ssavings. .Iri:2007,:by our projections. the non,Social·Securitybudget will 
enter surplus. 

..• 
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We must focus on both the unified and the non-Social Security hudget results beoause as 
Social Security surpluses retreat, it will be necessary for the rest of the budget to provide for a 
sound fiscal policy in the next century, 

The Long-Range Bodget Ond.ok 

In last year's budget, the Administration projected'tbu!, assuming Congress enacted its 
policy proposals, the budget would not only reach balance, but remain there until 2020. Later, the 
deficit would rise. but to only 3.5 percent of GDP by 2050 - tbut is, below the level it had 
reached when the President took office. 

, Since last year; the economy bu. remained strong. and the President and Congress adopted 
new deficit-cutting policies in the BBA As a result, the Administration now projects that the 
budget "ill reach unified balance sooner and remain in balance longer. 

Stil~ these ligures demonstrate that a long-run deficit problem remains, Ofcourse, even 
more then for a five- or 10-year forecast, 75-year projections are sensitive to ucderlying 
assumptions. Thcy fall into two basic classes: external !actors, and policymaking bebuvior. 

• 	 Assuming a simple extension ofcurrent budget policies, unified budget surplUseS can 
pmist until 2054 (see chart). (Ueder alternative assumptions, the period ofsurplus might 
end in 2032.) Compared with projections in past years - particularly before this 
President took office - this is strikingly good news, In 2050, there is a projected surplus 
of0.7 percent ofGDP-ratberthan the 3,5 percent .,fGDP deficit projected last year. 

• 	 But injuS! the last 16 years (2055-2070) ofour busic projection ofthe current:policy 
outlook- within the customary Social Security 75-year actearial window - the deficit 
grows to 5,2 percent ofGDP, or higher than it was when President Clinton took office. 
Debt held by the public rises back to,the level it held more than 60 years before, and is 
growing rapidly. This shows the enormO\l$ force oftbe very demographic pressures that 
Illfeaten Social Security. 

These projections are obviously subject to large errors due to the underlying assumptions 
and th.length of the period estimated, In addition, even these unified budget projections mask 
the 13 percent ofGDP deficit in Social Security and Medicare reached in 2070. 

Finally, ss you know, since the emergence ofthe prospect ofFederal imilled budget 
surpluses, there buve been numerous proposals for how to spend them. It is important that we 
understand the consequences ofsuch proposals. ' 

As I noted earlier, we buve made tremendous progress in stopping the nation's buildup of 
, . deblHowever..tbe debt remains at • dangerously high leveI- stiD almost twice.as rugaa ,w.e 
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ofGDP'.., it was in 1980. Ifwe spend every penny ofbudget savings th.t might otherwise 
become surplus, we leave our debt at • very high level. 

The unified budget is in surplus only hecause Social Security is in even larger surplus, So 
wssipating the unified surplus before assuring Social Security's long-term solvency is distinctly 
contruy 1<> Social Seeurity's long-term interest. ' 

• lithe surplus is spent on continuing tax cuts or programs that become built into the base 
and grow over time, the budget will remal. in surplus through only 2011 - the year when 
the oldest of the baby boomers reach 6; years ofage (see chart) By 2070, the deficit 
would be 18 percent of GDP (even under the rigid assumptions of the current-services 
scenario). Thus, the budget would have precisely nothing to sPare at just the time when it, 
would need the grentest financial strength,, , 

Please note thet behavior regarding future budget surpluses is one aspect ofthe long-range 
outlook that i, totally under po!icymake,,' control. Ifwe choose no! to take advantage ofour 
prosperous years before the retirement of the baby-boom generation, we will have only ourselve. 
to blame when we find ourselves ill-prepared for the budgetary pressures that inevitably follow. 

For the last IS years, Social Security has run growing trust fund surpluses, and many have 
argued that those funds were used to mask the overall deficit. Aeeording to our projections, 
however, the situation IS years from now will be precisely the reverse. The trust fued will b. 

" drawn down, and our projected overall budget sutpluses continue only because the general fued', 
.. :;'~~i·· surplus masks the trust fued~s shortlhll. (Note that the interest on the trust fund's balance will 

appear to show continued trust fued surpluses for another seven years or so; but that interest 
payment is an intra-governmental transfer that does 'not affect government borrowing from the 
rest of the economy) 

So even though the unified budget may he sound into the more distant future, the key trust 
fund program. that are most vulnerable to the impanding demographic pressures will fail to be 
self-linaru:ing and create fiscal problems much sooner. That i. one reason why it is buporlant that 
we act now, and not allow ourselves to he lulled into complacency by the improved outlook for 
the unified budge!. 

The opposite side ofthis coin is that policies that improve the souudness ofSocial 
Security in Ihe long run also help to fand off the deterioration of the unified budge! thaI will occur 
under CU!rent pelicies, as shown in this analysis. Thus, the Presidenl's ea1l for Soc1al Security 
refonn promises dual benefits: soundness for Social Security, and continued sustainability fur the 
unified budget even after the retirement of the baby boom generation. 
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The President's "Save Social Security First" policy 

The challenge ofensuring the financial solvency of Social Serurity and Medicare, on 

which tens ofmilfions ofAmericans rely, f.ocs us now. 


In the public and private sectors, meanwhile, prospects for a budget su!]llus are spurring a 
wide array ofideas about how to use it Atthis point, the Governmenl has nol yet reached the 
su!]llus milestone, and the President believes strongly that ''we should not spend a sU!]llus that we 
don't yet have.'" 

More specifically, he believes the Adniinistration and Congress should not spend a budget 
surplus fi,r any pUlJ'ose until we have • solOOoo to the long-term financing challenge facing Social 
Security. With that in mind, the budget proposes a reserve for the projeeted unified surpluses for 
the years 1999 and beyond, to implement the President'. position, enunciated in his State ofthe 
Union eddress and repeated in the hodget, to leave those sU!]llmes untouched until Social 
Security is made financially sound for the 21" contury. 

Protecting the surpluses in this way is essential. Saving Social Security is of the highest 

priority, and it win require lhe financial sirength that we have built by balancing the unified 

Federal bndgeL . 


Americans are living longer, and are having fewer children. With more people retired, and 
fewer working, the burden on the Social Security system will grow. Now, there are about 3.3 
workers for every beneficiary. Early in the next century, there will be only 2.0 workers per 
beneficiary. This development was not caused by politics, and it should nol be a political issue. 
But it cannot be ignored; we must face up to it. . 

Ifwe spend the su!]llu. now - by enacting continuing tax cuts, or by bnilding up the 

spending base - those costs will grow in future years. They will cut down on our budgetary 

maneuvering room, 

IT. instead, we refrain from depleting our revenue base and adding to our spending hase, 
there will be more resources available in the future. The Treasury bonds in the Social Security 
trust fund will be more easily redeemed. Those who may be adversely affected by Social Security 
t:hanSes thai save money for the system might be made whole. It might also be possible to find 

.ways for future budget SU!]lID..SIO be used directly to shore up the system. 

. Budget SUlJ'luses that we achieve before the enactment oflong-term reforms can also help 
Social Security, SU!]lluses instead ofdeficits now mean less deb~ and less debt means lower 
future interest costs. Lower debt service means still more maneuvering room in future budgets to 
fix Social Security . 
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Conclusion 

Thus, this year's budget makes clear that we have 8J\ important opportunity to make 
Social Se<urity firumcially sound for the next century, nod to begin an era offiscal responsibility. 

W. have already seen what balancing the budget can mean for the performance of the ' 
economy, and we know that a strong economy will make it easier to safeguard Social Security for 
the long leon. However, the budget will remain within these bounds only ifpolicymakers walk a 
narrow lin. offiseal discipline. Ifwe choose instead to enjoy the surpluses through continuing 
commitments ofspending or tax cuts, those surpluses will be short-lived indeed; and growing 
budget deficits will reemerge just as the demographic pressures ofpopulation aging and the 
retirement ofthe baby hoom strike us early in the next century. The choice is ours. The 
Presidenl's plan - with a national dialogue on Social Security this year, and a bipartisan process 
10 enact reform legislation - provides all ofus a read map for making this important decision. 

[:"- .:,\. 
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JACOB I. LEW 
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OFFICE OF MAl'lAGEMENT AND BUDGET 

TESTIMONY BEFORE THE 
CO~TTEEONTHEB~~GET 

. OFTHE 
~TEDSTATESSENATE 

FEBRUARY 2, 1999 

One year ago. President Clinton Set the coUrse ~f the Nation's budgei pO'licy with his 
charge to ·'Save Social Secw1tY Firstn The President recognized that ~'e were entering a new era 
as we left behind the decades oflarge budget deficits. He was building the foundation for 
budgeting in Ibis new era ofSurpluses.' , 

Fiscal progress ~ produced a strong economy 

,The yearl998 was one ofthe most extraordinary in modem u.s. ecoDorcie history, We 
enjoyed the'first budget surplus in 29 years -the largest ever in dollar terms, the largest as a 
percentage "fthe economy in more than 40 years. And tins budget Surplus was not the result of a 
temporary wartime policy, as was the last surplus in 1969. We will bave a budget Surplus again 
in the ongoing fiseal year"": at an estimated ~79 billion, larger than last year's -', which will 

, milrk the first back-to-back surpluses in more than 40 years. 'I'hO budget I present to you today 
prpposes a ihird consecutive Surplus - the first tirrie that will have happened in halfa century. 
And OUI 19!18 budget Surplus was the sixth consecutive year ofimpravement in the U.S. fiscal 
position - the flIst time that has happened in American history. 

, '. ., 

the private sector is'the key to' econorru,c progress, but we have ~learly seen iri the decade 
.immediately past that" the Federal Gove~ent can either hinder or promote economic progress. . 
Ifthe Federal budget deficit is high, so that the cost ofcapital is driven up and the fma!1cial futu.... 
is uncertain, the private sector cannot 'yield the progress oiwhich it is otherwise capable. ,But iI; 
instead, the Federa! 'Government declares ils intentions ofresponsible fiscal behavior, and lives 
'by th~se intentions - and ifthe Federa! Government supplies the pUblic investments that 
America needs - then the economy is free to prosper. This is the path that Ibis Administration 
has taken. ' , 

, 'In 1998, we 'reaped the fruits "ffive years of fiscal responsibility, After 'the best sustained 
growth of business investment since.the 1960s, the U.S. economy fueled that decade':'absent 
budget surplus. ' And the economy itself defied the pundits, staying on a pace of solid, above
trend expansion, in the face ofan international financial disruption that broke the stride of most 
other economies around the world. Unemployment and inflation both hit three-decade lows, with 
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the lowest unemployment rates for African Americans and Hispanics in the history of those 
statistics; real v.'ages continued to grow after more than a decade of stagnatio~ and a record 
percentage of adult Americans worked in those higher-paying jobs; the percentage of Americans 
on welfare ren to a'30-year low; the I O-year Treasury bond rate reached its lowest level in 30 
years; and a higher percentage ofAmericans attained 110me ownership than at any time in our 
history. 

The President deserves a great deal of credit for the virtuous economic cycle that we now' 
enjoy. The announcement ofa fInn intention offiseal responsibility in 1993 was greeted by a 
continued reduction of interest rates, which helped to trigger the investment boom that has 
proved central to sustained strong, non-inflationary economic growth. The tWo other pillars of 
the President's policy - investing in our people and our technology, and opening foreign' 

, markets to U,S, exports -' complete this ,winning economic strategy, 

The 2000 Budget is n defining moment 

, , This extraordinary budget-and-economic performance - with the budget setting 
historical standards and the resilience of the economy setilng global standards - tells us 
'something, It tells Us that we have developed a winning economic policy and that we must not 
turn back. , Vle mUst not 4iscard the economic' phllosophy that got us here) to ,this confluence of 
economic indicators that aU-,sides now agree is the best in modem memory.. 

., .,' . So in one sense, our budget policy now clearly should be bullt on continuity. We have 
achieved a sustained fiscal improvement, and we should continue to sustain that improvement. 
We have an economy that achieved a record sustained peacetime expansion, and we should 

. con~ue to sustain that expansion. .. , 

But in another sense; we have stepped hrto a new world. Where our budget used to be 
written'in red - for so many years that people came to take it for granted ~ now we are in the 

: "black: And this change has tempted scme to, throwaway. all of the policYptinciples that got us' 
here: . 

For two decades now, there has been much disc~ion about fisCaJ discipline, restmint, 
and deficit reduction. Since 1993, we have taken action; and far beYond the expectations of even 
the most optimistic, we now have budget surpluses as far as the eye can see, But now, as the 
firstsurplUse, appear, it is important that we no! revert to the practice ofcutting taxes and raising 
spending first, and thinking about the fiscal consequences Inter. 

, , 

. As the P~esident sugge~ed in his S~te of the Union address two w~ek5 ago, this is a 
moment that will do much todetermine.the character of our country at the end of the ne:d 
century: We can build and Strengthen the fIseal foundation that first arose in these last few years. 

."Or we can sweep it away, before it is firm and strong, and set our economy to foundering again. 
The choice is. clear and the President is detenninedto pursue abalanced program offiscal 
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discipline and prudent investment for the future. This budget charts that course into an era of 
.SwpJus. 

. . 
Fiscal polley since 1993 was pi\'o,tal to our current good fortune 

.To see why fiscal responsibility matters, consider where,this Administration started six 
·yeats ago.. In 1992, the budget deficit was $290 billion, .the largest in the Nation's history. 
Between 1980 and 1992, the debt held by the public, the sum ofall past unified budget deficits, 
quadrupled; it doubled as a share of our Nation's production; or GDP - from about 25 percent 
to about 50 percent' 	 . 

These adverse trends showed every sign of accelerating. Both CBO and OMB projected 
that, without changeS ofbudget policy, gro"ing deficits would add to the Nation's debt, and 
growing debt serviee costS would add, in turn, to the Nation's deficits. OMB forecast the 1998 
deficit, in theabsence of policy change, at $390 billion, or 5.0 percent ofGDP; by 2003, we 
expected the deficit to be $639 billion, or 6.6 percent ofODP. And there was nothing in the 
forecast to indicate that this exponential trend would stop . 

.This tJmiat was not turned back by accident. It required tough polici choices, which the 
AdminlstIlllion and the Congress took in 1993. and ·1997. The President'. initial economic 
pro~.cut spending anq increase~ revenues in equal amounts. Since that t1me, deficit 
rednetion (and ultimately surplus increase) has more than doubled the estimate. for the 
President', plan,.- instead of the projected .muulative $505 billion, deficits have fallen by $1.2 
. trillion. TIm! is $1.2 mIlion less in debt that the American taxpayer must serviee - forever.'. . 	 . 

And this deficit reduction has come as much from lower spending as from higher 
revenues. Spending has declined to its smallest share of the GDP in a quarter of a century. And 
than.ks to the strong economy ~ receipts have grown beyond ~xpectati{)ns~ even,though, the tax. 
burden 00 individual families is lower than it has been for ahout ~ quarter centui:Y: 

The typical familY.of four';'" with the median family income of$54,900 - "ill . 
pay. a lower share of its income in income and payroll taxes this year than at any . 

. time in 23 years. Its income tax payment considered alone will be the lowest 
share 'of income since 1966. .' '. . 

• 	 A family \vith an income at one-half ofthe median level, $27,450, will pay the, 
lowest share ofits income in income and payroI1 taxeS since 1965. lts income taX 

bill will be negative; it will'reeeive moocy hack because of the earned incoll!e ~ 
credit. That was never the case before 1998. 
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• 	 EVell a family at twice the median income level, 5109,800, will pay less in 
combined income and payroll taxes as a share ofits income than in any year since 
1977. Taken alone, its income tax as a percentage of income will be the lowest 

, since 1973. 

Receipts have risen as a perCentage ofGDP not beCause ofa heavier tax burden on'typical 
individual families, but rather because of the extraordinary growth of incomes of comparatively 
affluent Americans (including capital gains and stock options that are not included in measured 
GDP); and because of the rapid growth of cOrPorate profits, 

The histOric bipartisan balanced budget agreement of 1997 has reinforced expectation. of 
Federal fiscal responsibility, This has had a favorable effect on interest rates, and the economy at 
large, ' ' 

.' ~ _: ' In the last six years, We have enjoyed an extraordinary econo~c-petformance because 
oUr ~scal policy was responsible an'd sound. If we want to contint}e to enjoy' such strong , 
economic peIioimancc, we must continue Our sound fiscal policy. As the experience of the last 
20 years clearly shows, budget problems are very easy to'begin, and very hard to end, 

, ' 

Reducing debt burden is as important to the Nation as it would be to a family. The 
Nation must service its debt Ifwe gratify ourselves today by collecting taxes insufficient to ' 
cover, our spending, and a.cc'umuJate debt. OUf children and our grandchildren \\111 have to sen;ce 
that debt. If, instead, ?Ie reduce our deb~ our children and our grandchildren will be freed of the 
~bliga~on to tax themselves more heavily in the future just to pay $e interest on the debt they . 
inherited. ' 

The Piesident's proposal will fully reverse the btiiloup ofdebt of the 1980s ':-- and then 
go further, By 2014, the end of the IS:year horizon of the President', program, the combined' 
effects of the President', commitments to Social Security and Medicare will redncethe Nation's 

: delit burden'!o an estim.tad sevenporcen! ofGDP. This will be the lowest mtin ofdebt to 
mCDmethat ilie Nation haS enjoyed since before it entered WoildWar 1. And as most experts 
would tell us, this will,be one of the greatest giftS that we could ever give our children, as we 
exercise oui fiscal5lewardsrupofthese United States. ' ' . -, ' - ,,' 

Tiie President's policy would devote more !him three-fourths of future budget sUrpluses to 
reducing the Nation's debt through contributions to Social Security and Medicare; and would 
dedicate another 12 percent to household savings through Universal Savings Accounts., Thi, is 
importw;tt to' our economic performance for four basic re~ns: First, it increases the Nation's 
savings rate, which is critical to productivity gains and economic· gro'Wth, SeCQnd~ it reduces the 
'debt. Third, it improves the fiscal position of the country, and puts it on a stronger footing ror 
whatever uncertainties might anse, And fmally, it improves the retirement ,eentity of all 
'Americans. . . 
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The currenf chanenge is to Use the surplus prudently 
, ' . ' 

, ' 
~ In 1993, we faced the challenge ofeliminating projected budget deficits of $4.3 trillion 

over ten years. Today we face the enormous opportunity ofprojected surpluses of more than 
$4.8 trillion over the next 15 years. The challenge is to use thi. surplus prudently - to maintain 
our .lIOng economic and budgewy performance. 

We must .ave Social Security finit. AS1alement of good intentions is not good enough 
for the millions ofAmericans, retired and working today, wbo rely on Social Security for their 
retirement security - and for protection f<>r their fumilies against disability aud premature death. 
From the beginning, this Administration has kept its cyes on the future, and taken policies that 
would benefit the Nation for generations to come. It has paid off. Saving Social Security first is 

'precisely such a future-odented policy. 

The President· •. FY 2000 budget - symbolically, as well as fmancially; "in the black"
. continues fiimly on that successful path. nie budget maps a course for the Federal_ Government 
after Social Secwity is reformed - and makes its own policy recommendations for the 

. beginning of the bipartisan Social Security reform process that the President inaugurated last 
year. But the budget also.draws aline that this Administration "ill not pass without Social 
Security reform. . ,,' 

Thus, the FY 2000 budget isfully paid for within the exiating budget law. lust as'in 
every previous year, the President has specified his own pdodty initiatives, but has paid for all of 

, . them -, line by line, dime by dime - with savings
' 
from elsewbere in the budget.. . . . . 

The President:, policy calls for a bipartisan Social Security reform, this year. The 
, President has already committed 62 percent ofour projected budget Surpluses - enough to 

extend Social Security's solvency almost an exira quarter century, to 2055. We hope that this 
will launch a bipartisan process to address long-term Social Security solvency. We are gratified 

'thin, several leaders from the Congress have already accepted this pMciple and hope that both 
. parties,' the President at)d the Congress, can follaw through ori this commitment 'aud achieve' 
sufficient edditional reforms to extend the solvency of the trust fund at least through the 
traditional 75~year actuarial horizon. , . , ' .. 

, '. , 

.. . Ifwe achieve that objective, the budget makes further commitments of the surplus to 
pdority National objectives in the future. The President proposes to dedicate 15 percent of the 
surplus to extending the solvency ofthe Medicare trust fund. This isa key element of the 
President's program, because the financial security of Medicare will be threatened even sooner 
1han that of Social Security. In 1997, the President and the Congress, acting together, made 
Medicare financially sotmd through 20IO. The President's 2000 budget would extend that 
Iifatime ten years further, to 2020. We see the commitment of the surplus as a vital step to 

, facilitate an environment in which a bipartisan effort - including the current Medicare 
, Commission"':- can go even farther; V.1th the time horizon, so short, even after the contribution of 
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15 percent ufthe surplus, we cannot delay Medicare refonn, As,the President stated, he wants to 
consider) as a part ofthis reform process, expanding Medicare coverage to include prescription
drugs. . 

The President also proposes using 12 percent ufth. Surplus to finance his new Universal\ 
Sayings Accounts - "USAs." This proposal includes seed money for FedeTaJ contributions~ 
plus additional funds for matching conL,;butions if individual workers contribute their own 
money. The matching contributions will provide a larger percentage inducement for low-wage 
workers. The goal is for all Americans to see the rewards of saving building up in these USAs 
- and with this introduction ro the power ofcompound interes~ to begin to save further on their 
own. The President believes that this program, with its Government seed contribution, has the 
potential to reach even those who have failed to respond to the generous subsidies in the Current
law Individual Retirement Accounts (IRAs). 

The President wants a fiseallyresporisible W, cui. He believes th~i the USA is the right 
kind of tax cut - targeted toward the future, and IWlping the many -'\merican families who have 

· the most difficulty saving for their retirement It strengthens perhaps the most neglected of the 
figumtive three legs ofthe retiremenfstool- personal saving, to stand alongside Social Security 
and emploY.tJl' pension plans - and for the many who have no ernployct plan,'this initiative may 
be erueial. Most importantly; it is part of a plan that fixes Social Security first . 

. Fmally, the budget Proposes that the remaining 11 percent of the Surplus be dedicated to 
other important priorities - including education, Natioual security, and health care.· In last 

,,' ,;~;..' i ' October's negotiations on the Oin;nllus appropriations for fiscal year 1999, Congressioualleaders
',<..',;, .. 

'.',' '-' argued that o~ National defense needs had outgrown the existing discretionary spending caps-, 
and, indeed, defense received the largest share of the additioual emergency funds made available 

.: . in that legislation. Likewise, the American people have ·recogniied that the qnality of their 
children's education will determine how they progress in life - and also the strength oftbe 
future economy. The President's budget is a sound, disciplined \Nay to provide the additional· 
resources for thesepriurities that hath sides recognize will be needed ifour country is to sunive 

· and· prosper in the next century. . 

·The Pre~ident's fr~mework for Social SeCurity reform and long-term f1Stal disciplin~
works . ... . . 

The President's contribution afthe Surplus to Social Security will use many of the 
e:cisting fInancial man.gemeultoal. ofthe Federal Government It will be in addition to the 
accumulation in tha. Social Security trust fund that would occur with no change in the current 
law. 

After the trust fund is credited for all of its own receipts, exactly as in current law, the . 
Treasury "ill be left with the Unified budget Surplus. Each dollar of that unified surplus can be 
used only once - for cutti~g taxes; increasing spending, or buying down the debt. The President 
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has brought the debate right to the point: What should we do with that surplus? Or to put it 

,"~~ , 

. , " 	 'another way: Ifwe were to look back fifteen years from now, or at the end of the next centtuy
;'>'" . ' . ., '''' 	 what would we want to be able to say that we had accomplished with this opportunity? The 

President wants to leave a legacy of building for the future: saving Social Security and Medicare; 
encouraging Americans to save for their ovm futures, build wealth. and prepare for retirement; 
investing in education; ensuring our National security; and making other key investments.'.' 	 .' . 

So the President started by comffiitting 62 percent of the surplus to save Social Security 
first. Most of the share commit1ed by the President to Social Security will be used to buy down 
the publicly held Federal debt through the periodic debt refundings ofthe Treasury Department, 
in exactly the same way as debt was retired last year. That same amount will be credited to the 
Social Security Trust Fund, in the form ofTreasury' securities. This same procedure "ill be 
followed for the President's contribution to the Medicare trust fund. . 

1ms wmmitment will significantly extend S~cial Securlty solvency:' At the end of 1999, 
the currently estimated combined balances of the OASDI trust funds is about $850 billion. 
Through 2014, we estimate that additional contributions to the trust funds under the current law, 
including interest, ",ill total about $2.7 trillion, leaving a total balance of about $3.5 trillion. The 
President', program would contribute an additional $2.8 trillion to the trust funds over the next 
15 years •. Taking into account additional interest earnings, thet would leave a balance in the trust 
funds of more than $7 trillion - instead .ofthe approximately $3.5 trillion under the current law. 
The President's program "'If more than double the balances in the trust funds over the next 15 
years - \vithout accounting for higher eamin~ on the portion of the ~lus invested in corporate 
equiti~s; 

--. },,, 

Because the President's plan will reduce the public debt, the total obligations of the 
Federal Government. ",Jl not increase. We are already committed to paying benefit> beyond 
2032, when the trust fund is now expected to be exhausted. The President's proposal would 
deposit aSsets in the.Social Security trust fund to pay thOse obligations, and reduce by an equal 

• amount the debt borroWed from the public. Interest pajments ",11 go to the trust fund, to cOver 
. future' Social Security bOneflts, 'rather than to. banks, individnals and other investors in . . 
Government bonds. .. . 

'. A,small portion of the .Ptesident's commitment to Social Security (21 percent of the 
eortunitment) "'Il take the fonn ofholdings of cOtporate 'tock. Because the Sodal Security trust 
fund ",11 need that amount of the cash surplus to purchase the shares, this contribution will ,not 

. reduce the public debl HoWever, it will iml'cove the Federal Governmem's implicit balance ' . 
.sheet-.to the same degree, but in. different way. While the'reduction of debt ..ill reduce the 
Federal'Government', liabilities, the corporate abares ",11 increase the Federal Government's 
assets. The salutaryeffeet on the Government', balance sheet ",11 be the same, but it "'1I appear 

. on the other side of the balance sheet. 

Thus, the President's policy in no way increases the taial obligations of the Federai. , .' 	 - , 
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Government. In fact, by retiring part of the public debt, it strengthens our economy in exactly the 
same way that reducing the budget deficit, and avOiding the accumulation ofdebt, has helped the 
economy over the last six years. The President's program does shift the Federal Government's 
commitments to Social Security. bowever;and in that way improves Social Security's solvency 
forthe next century: This wiU give Social Security a first calion the economic benefits 

associated with long-term reductions in publicly held debt 


'The President believes that budgeting in an ern ofsurpluses requires a focus firraly on the 
future. 	 We must put money aside against our current obligations before vve incur any new 
obligations. The President's program does that, by retiring debt aiuI accumulating assets against 
the Social Security commitments that we already have. . 

We must balance fiscal discipline with prudent investments for, the.future ' 

In addressing these priorities', the FY 2000 badget builds upon the investments in' our 
people and our technology that were set in motion by past budgets, 

. Last )'ear's budget implemented the Balanced Budget Act of 1997, maintained fiscal 
discipline - reserving the surplus until we save Social Security first - and provided a strategy 
ofmrg<ted investmentsto help "\lSUllneconomic growth. For example, last year's budget 

'provided resources for: . 
. . 

• 	 · Tbe first year's investment to reduce class size by biring'100,OOO new' teachers. 
Smaller classes·ensure that students receive more individual artention~ a solid foundation 

· .in the basics. and greater discipline in the classroom. In this y~ar" s budget, the President 
proposes investments in this area, ultimately to reduce class size·in the early grndes to a 
national average of 18. . 	 '. ' . ,.. . 

• 	 InvestmentS to protect our economic interests.at home by responding to 
international economiesjn tUl1DOil. The disruption in fmancial markets last year lead 
to economic dislocation in ASia, tatin America and the SoViet T.:nion, This, in tum, burt 
ArDerican exporters, fanners and ranchers, who foUnd that markets overseas were 

· beginning io dry up. With President Clinton's leadership, Congress approved nearly $18 
billion for the International Monetary Fund, a stabilizmg force in the world economy. 
.' 	. , '. 

• 	 A gUaranteed, record..level investment for the next five years in the Transportation 
Equity Act for the 21st Century to continue rehuilding America's bighways and. 
'transit systems, which are essential to continue the growth ofmodern commerce., 
This legislation also funds programs for highway saie\)" transit and omer surface . 
transportation, while safeguarding air qnali\)" ruid helping former welfare recipients gei to 
their jobs. 

· Over the past six years, the President also worked With the Congress to establish and 
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build upon significant inveStments in education and training. the environment, law enforcement 
and other priorities to help raise the standard ofliving and quality eflife for average Americans 
both now and in the future. For example, the President's commitment to fund.key domestic 
investments has: 	 .. , 

• 	 'Advanced cutting-edge research, putting the Nationallostirutes ofHealth on a path to 
doubled funding for research including intensified work on diabetes, cancer, genetic 
medicine, and the development of an AIDS'vaccIne.. 

• 	 EStablished the children's health care initiative, the largeSt investment in health care for 
. kids since Medicaid was created. Last year, 47 states began programs designed to 
, provide meaningful benefits to as many as five million uninsuied children. 

• 	 Increased Head Start's ability to provide g."'Cater opportanicies for disadvantaged children 
to P.Brticipate in a 'program which prepares them for grade school. Last year, a boost in 
Head Start funding put 835,000 children into the program, making further progross 
toward the President's goal ofputting a million children in Head Start by 2002. 

· . 	 , Inyested mpublic ~h~ls to help' States and commUnities raise academic stan~ 
'strengthen accountability. connect classrooms and schools to the information 
'superhighway, and promote public school choice by, opening 900 charter schools.. 

• 	 Protected and restored som~ ofthe Nation1s most treasured lands, such as YellO\vstone 
National Park, and the Everglades; provided the funds to conserve others; and accelerated 

; . ".: 
",,' ". '~..'~ .,., , toxic waSte clean~ups, 	 ' 

• 	 Built the COPS proi:rarn to support community policing. 'This yeW: COPS v.;H teach the 
goal of putting 100,000 more police on the streets of America's commUnities. COPS has ' ' 
helped reduce violent crime for six straight years. The 21st Century Policing Initiative 
proposed in this budget will expand 'on the number ofpolice and provide other law, 
enforcement tools to the cominunity, " 

This year's budget builds on the President;sefforts to invest in th~ sldlls of the American 
people: 'lJ. continues his policy of helping working families with their basic needs - raising their 

, children, sending them to college, and expanding access to health care. It also invests in 
education ~d trairiin8,~ the environment, science and technology, law enforc~ment and other 
priorities, to help raise the standard of Hving and quality oflife of.'\merieans. 

. 	 . 
Families and Children: ,For six years, the President has sought to help working families 

,balance the demands ofwork and fimtiiy. In this year's budget he j>rcposes a major effort to 
, make child care more affordable, accessible and safe - by expanding tax credits for middle-, ' 
income families~ and for businesses to expand their child care resources; by assisting parents who 
want to a1tend coUege meet their child care needs; and by increasing funds with whichthe Child 

, 
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Care and Development Block Grant can help mOre poor and near poor children. The budget 
proposes an ~arly Learning Fund, which would provide grants to communities for activities that .. .' improve early childhood education and the quality of childcare for those under age five. 

Education: The President has worked to enhlince access to, and the quality of, education and 
training. The budget takes the next steps by continuing to help States and school districts reduce 
class size by recruiting and preparing thousands more teachers and building thousands mOre new 
classrooms. The President proposes improving school accountability by funding monetary 
awards to the highest perfarming scbools that serve law·income students, providing resources to 
States to help them identify and changethe least successful schools, and ending socialpromotion 
by £u:lding additional education hours through progranas like the. 21" Centtuy Learning Centers. 
The budget also proposes further increases in the maximum Pell Grant to help low·income 
undergr~uates complete their college education. and more funding for universal reemp;oyment 
services ta belp train or find jobs for all dislocated workers who need help. 

Environment: This Administration proposes a historic interagency Lands Legacy initiative to 
both preserve the Nation's Great Places, and advance preservation of open spaces in every' . 
community. This initiative will help addsess sprawl and air and water pcllution, through land 
acquisition~ preservation efforts, environmental protection and local growth management. The 
Administration also proposes a new financing mechanism, Better America Bonds, to further ' 
creation of open spaces in urban and subW'ban areas, The Better Amerita Bonds initiative is an 
example afour use of targeted, paid·for tax cuts to achieve the Nation's priority goals. In 
addition~ the budget would restore and rehabilitate national parks, forests. and public lands and 

.~, ..,', " faCilities; expand effort.s to restore and protect the water quality ofrivers and lakes; continue 
efforts to double the pace of Superfund clean·ups; and better protect endaDgered species . 

. Defense: The President is cOlrimittedto malntaining world military leadership to provide for the 
safety of A:nerican citizens· and the primacy of American Armed Forces. To ensure America's 
Armed Forces are fully prepared toroeet the challenges of the next centtuy, the President . 
.proposes a' long~tenn, sustain:t:d i?ciease in defense spen~ to. enhanc~ mili~ ~adiness, 
improve'recruitment and ~tention, and provide the most modem and effective'weapons. In 
addition, theSe resources will reinforce the ability of the Defense Department to counter 

, emerging threats such as terrorism, reduce threats from weapons ofmass destrUction, maintain 
~e natio~' $ nUclear deterrent, and provide h~tarian 'and disaster assis~ce: ' 

Health Care: .The Presideni has worked hard t6 expand healtJi care coverage and improve the 
Nation's health. The budget gives new insUrance options to hulldreds of thousands afAmericans 
aged 55 to 65, and it advocates bipartisan national legislation that would reduce tobacco use" 
among the young. The.President's budget proposes initiatives ta help patients, fantilies and caJ"e 
givers cope with ti,e burdens oflong·tenn care; and it helps reduce baniers to employment for' 

. indhiduals with disabilities. The budget also enables more Medicare recipients to receive· 
promising cancer treatments by participating more easily in clinical mals. And it improves the 
fiscal sountiness ofMedicare and Medicaid through new management proposals, including . . .. . . 
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,,::'. ' .. program, 10 combat waste, fraud.and abuse. 

Embassy Security: The bombings of U.S. embassies in Kenya and Tanzania highlight the 
. dangers faced daily by Americans wbo work in U.S. facilities abroad. The budget proposes an 
increase to the State Department's operating budget to ensure protection ofembassies and other 
facilities, and the. valuable employees who work there. The budget also includes a request for $3 
billion in advance appropri,atlons for a multi-year security construction program. ' . 
The.2000 ]Iud get saves the surplus nntil we fIX Social Security first . . , 

The President's FY 2000 budget is fully paid for, in compliance with the discretiotllllj' 
caps and the pay-as-you-go budget rule.. The budget allows for appmpriations for ittiportant 
domestic and national security priorities by limiting other discretiotllllj' spending and achieving 
mandatory savings. Offsets to discretion~ spending include the President's t;>bacco policy 
(which would reimburse the Federal Government for tobacco-related discretionary health care 
costs), FAA user fees, health care savings, Superfund receipts; student loan savings and the recaB 
of additional federal fimd reserves at lending guaianty agencies, and reform ofthe existing barbor 
maintenance excise iax. With the use of these offsets, in keeping with longstanding budget 
practice, the '2000 budget complies with the discretiotllllj' speeding caps. . . ." . . . 

The budget provides targeted tax reductions, finaru:ed by the elimination of tax loopholes, 
. and inefficient or obsolete tax subsidies, Important tax cuts and incentives, in addition to the 
President's' usA retirement savings' program, include the tax credit for long-term care needs) the 

, pUblic schoni construction and modernization honds, the expnrlSion '"fthe child and dependent 
care tax' credit, the new Better Americn Bonda, extension ofthe R&E tax credit, the work 
opportunity tax credit, the welfare-to-work tax credit, and the tax mceolives for reductions of 
carhon emi~sions thet cause global Warming. ImpananfmandatOry initia,tives include child care, . 
the Medicar, buy-in; disabili1y and cancer clinical trials programs, and extension of health-care . 
programs to inunigrants. Taking all of theSe palicy steps together; the buaget complieswith the 

.. pay-~you-go rules, and the tax cuts and mandatory iliiiiatives are fully,paid for, 

We need adequate resources for a strong defense and critical, domestie prioriti~s 
" . " .. 

For future years. the budget inclUdes the discretiotllllj' resources c~ntemplaled as a part of 
ill. pIan'for Social Security reform. While these funds will only be available ifSocial Security 
reform is enacted, the Admiillstration' s policy is categorically defined iIicluding those resomces. 
SOCial Se~ity reform is one "fthe President's highest priorities for thisyear and we must work 
on a bipa..-tisan basis to accomplish this important goal. The comprehensive framework for 
allocating the surplus will also provide these critical discretiotllllj' resources. . .'. . , . . 

. . . 
The President believes $at his disCretionary priorities are important to economic growth, 

and to the Nation's well being and quality oflife. Some have disagreed, and have argued that' 
Federal spending in general is too high; This debate requires some perspective.' . . . , 

11 . " 



»"';'\"
.' .1,:' 

First, and perhaps most fimdamentally, cO!l.Sider the record. Over the year. 1980-98, 
Federal spending averaged 21.9 percent ofGDP. But Federal receipts averaged only 18.5 percent, 
of GOP. Thus, the Federal budget averaged a deficit ofabout 3.4 percent ofGDP. When this 
Administration set out to cut the budget deficit that we inherited, our original plan called for 
roughly equal spending cuts and revenue increases (with spending cuts in faet slightly larger). 
While the results of this plan have been fur beyond what we ourselves anticipated"::" with the, 
deficit falling by more than twice as much as our original estimates - they did maintain the 
balance bemrecn spending cuts and revenue increases. 

, In balancing the budget, this Administration has controlled F edoral spending well beyond ' 
the record of 1ts predecessors. As a percentage of GDP I spending in every year for which 
President Clinton submitted a budget has been lower than in any year of the two preCeding 
Administrations, In every budget year from 1994 through '1998, Federal spending as a percentage 
ofGOP fell. Spending as a percentage ofGDP in 1998, at 19.7 percent, was the lowest ,in almost 
a quarter century. 

Some argue that "Federal spending i. still going up." In the simplest tenns - total dollars 
\\ith no 'discounting for inflation. no allowance for the growth of the economy, and no allowance 
for the growth of the pop~ation government serves ~~ that is true. But even in this {onnat, the 
analysis tells a great deal about the record ofFederal spending under this Administration. 

From 1993 through 1998, 31 pei:eent ofthe simple doHar increase in Federal outlays came 
because more elderly people' r:etired on Social Security ber;efits, and pri~r retirees received cost
of-living increases; 26 percent arose because of additional,beneficiaries arid higher costs under 

,Medicare; 18 percent arose because, even with • rapidly declinIng budget deficit - and by 1998, 
, a budget surplus - there was more debt to service, and so net interest costs went up; and 10 

percent came from increased costs nuder Medicaid, more than two-thirds of which ""nt for the 
expenses of the indigent elderly, blind, disabled, and mentally renuded, maIiv of those in long-
term care. " ',"', '-" 

Thus, there has been almost no spending growth in programs other than Social Security, ' 
'Medicare, Medicaid, and net interese Spendlng of the entire remainder of the Federal 
Govet'U1Dl'nt over 1993 to 1998',brank by 5A percent in inflation-adjusted dollars, and fell from 
1l.5 percentlo 8.8 percent ofthe Nation's GOP. ' '" , 

This shrinking ofcore government operations cannot'go on forever ifgovem:nent is to 
accomplish the missions assigned io it. We all take for granted the obligation to maintain critical 
core fimctio!l.S like the FAA, the FBI, and the udminlstration ofMedicare, As " .. consider how. 
to budget in this era of surpluses, we must consider carefully the resources available for these ' 
oJ'ten-iinonyIDous fimctions that the Nation has a right to expect its government to perform well. . . .. ' 
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A key element in the Administrationl's ability to expand strategic investments~ while 
balancing the budget, is 111. reinvention ofgovernment - dOing more with less, Efforts led by 
Vice President Gore's National PartnerShip for Reinvention have streamlined government, 
reduced its workforce, and focused on performance to improve operations and deHvery of 
service, And lbese efforts, by reducing the cost of government operations, have improved 111e 
bottom line and co~buted to our strong economy. 

8im:e 1993, the Administration, working with Congress, has evaluated and eliminated' 
hundreds ofunnecessary programs and projects, The Adntinistration has cut the size ofth. 
Fedtiral civilian work'force by more than 365,000 peeple, creating the smallest work force in 35 
years and, as a share oftotal civilian employriient, the smallest since 1931,

, , 

The Admin1stration, however, is :-'Iorking to create not just a sma1ler Governmen~ but a 
~er .one ~ a Government that best provides services and benefits. to its ultimate customers; the 

, American peOple, It hils irotjust'cul the Fedtiral work force, it lias streamlined layers of , 
bureaucracy, II has not just reorganized headquarters and field offices, it has ensured that those, 
closest to the customers can best serve them. 

For 2000, this Administration once again is'tUrning its efforts to·the next stage of 
"reinventing" the Federal Government. It plans to dramatically overhaul 32 Federal agencies to 
improve performance in key services, such as expediting student loan proc'essing and speeding 
aid to disaster victims, It alsO plans to tackle eritical challenges, such as ensuring iliat 
Govern1nent computers can process the year 2000 date change, and m'aking more Government 

. , services available electronically,' ,~'" 

" ," , 
"., ' • 

Under the 1993 Government Perfonnance and Results Act, Cabinet dCJl'll'lffients and 
agencies have prePared individual performance plans that they will send to Congress with the 

, perfurrnance goals they plan to meet in 2000, TheseplanS provided the basis' for the second, 
Govermnent-wide Performance Plan which is contained in thiiyear's Budget. For the first titne 

. in 2000, agencies will submit to the President and Congress annual reports for 1999 that compare 
. actual andtarg~i performance leVelS and explain any difference' between them, ' 

We have an historic opportunity for l~ng-terni prosperity if we rise to the mOIneu't , ' 
, " '. ' 

There is m"chto be proud of in America today, By halancing the budget, we have not 
just put our fiscal house in order; we have left behind ail era in which the budget deficit, as the 
.president said recently, ;'came to symbolize,what was amiss with the ~'ay'we were deaJing with 
changes in the world." Today we have risen to the challenge ofchange -' by preparing our 

, people through edU';ation atld training to compete in the global economy, by fboding the research 
, that will lend .to the techaological tools ofthe next generation, by helping working parentS 

balance the twin demandS ofwork and fumily, aud by providing investment to our distressOd 
communities to bridge the opportunity gap" ' ' . ' , 
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". " 

lfthe deficit once loomed over us as a symbol ofwhat was wrong, bur balanced budget is 
.-.<';""

" .' 	 proof that we can set things right Not only do we have well-deserved confidence, we have hilId-' 
earned resources with which :0 enter the next century, 

As the President said, What we do now - after having,balanced the budget -will shape 
the character of the next century. We can build upon our newfound finn economic foundstion; 
or we can squander it. ' . 

The President has brought the debate right to the point: What should we do with the 
S1:UP1us? Or to put it another way: Ifwe were to look back fifteen years from now, or at the end 
of the next century - what would we want 10 be able to say that we had aCcomplished with this 

, . ?oPPOrtwllty. , 

,The President wants to leave ii legacy of building for the future: saving Social Security 
and Medicare~ encouraging Americans to save'for their own furores, build weattb; and prepare 
for retirem~t; investing in education; ,ensuring our National security; and making other key 
investments. 

There is no more pressing issue facing us as a nation than the rieed to guarantee that 
Social Security will be there for generations to come. And there is no better time to act than now 
while the system is stin strong. This is truly, an exceptional 'moment in America - the economy 

, is prosperous, the budget is in balance, and the President's commitment to national djalogue'has 
created conditions for constructive action, We must seize this mo:nent . 

. .'. , ' 
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