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

. provide some background on the budget and the economy, and how they will helpus to .
make Social Security financially sound for the next century;

. describe the longer-range budget outlook, as it is discussed in this year’s budget; and then

‘s describe the President’s policy to “Save Social Security First.”

The President Needed to Address the Structural Deficit
Before He Could Address the Generational Deficit

" ‘When President Clinton took office, the unified deficit for the fiscal year just ended, 1992,
was 3290 billion (see chart), or 4.7 percent of the GDP ~ the largest doitar deficit in the history

_ of the nation, one of the largest non-recessionary deficit shares of the economy, and clearly an

unsustainable burden, For the 12 years up to then, snnual deficits totaled $2.3 trillion.
Alarmingly, the ratio of the nation’s debt to its GDP had virtually doubled — from 258 percent at

~ the end of 1981 to 48.8 percent at the end of 1992, Never before had the Nation witnessed such

an explosion of public debt - like a family doubling its mortgage with no increase in its income.

The President recognized in 1993 that the financial solvency of Social Security would bea
major budgetary challenge. However, before he dealt with that generational deficit, he had to rein
in the exploding unified budget deficit. In January of 1993, CBO projected the unified budget
deficit for 2003 at $653 billion, or 6.8 percent of GD'P. The Administration’s projections were
almost identical ~ $639 billion, or 6.6 percent of GDPF, Without changes in policy, these and
other public and private forecasters peojected that the deficit would keep rising, potentially
pushing total public debt, firture interest costs, and deficits into an upward spiral without Limit.

In.the face of this danger, the Administration set out, first and foremost, 4o cut this
massive deficit and to put the budget and economy on a sound, sustainable footing,
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Reducing the Deficit, 1992 Through 1997

To that end, the President proposed, and the Congress enacted, the Omnibus Budget

Reconciliation Act in 1993 &3 a solid first step toward ﬁscai responsibifity. It has proved 1o be
much more.

While the overall budgetary situation may be familiar in light of the recent reicase of the

Administration’s FY 1999 budget, it is a vital element in our efforts to preserve Social Security
for the next century, and so I will review the basics briefly here.

The Administration Has Exceeded Its 1993 Deficit Reduction Pledge:

Upon OBRA’s enactment, the Admindsteation 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 2 total of $4 trillion by 2003 -
through a combination of the previous deficit-reduction steps that we've tak;en and the
}’msxdent s 1999 budget.

Just through 1999, as the next chart shows, our cumulative savings will total $1.6 tillion,
These budget savings begin a virtuous cycle of deficit reduction, by reducing debt and ‘
future debt-service costs. In 1999, net-interest costs are expected to be almost 380 billion

below the estimates from before the President’s 1993 deficit-reduction program,

The Administration Has Reversed the Debt Buildup of the 1980s:

As the next chart shows, because we have reduced the deficit s0 dramatically over the last
five years, we have added much less to the total national debt thaa the iast two
Administrations.

Had this Administration done nothing, the debt would have exceeded $7 trillion, or 75
percent of GDP, by 2003, Instead, working with Congress, the Administration reversed
the debt build-up as a share of GDP. As the next chart shows, OMR now projects that
debt will fall 1o 3ust 35 parcent of GDP in 2003,

However, this projection assumes the continuation of the policy i the I’ms;dem s budget

e whach involves unified budget surpluses over the remainder of the 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 bave more to say
on this crucial issue later on in my testimony.



The Balance Between Spending and Revenue Savings:

» By 1992, Federal spending had reached 22.5 percent of GDP, topping its average of 21.9
" percent from 1980 to 1997 (see chart), We have reached unified budget balance by both
cutting outlays and increasing revesues. Revenues have increased through strong
economic growth and changes in the tax law in 1993, However, the 1993 budget
" legislation alse cut taxes for millions of Americans, as did the 1997 bipartisan budget
agreement. .

o Asthe next chart shows, the total deficit reduction that we have accomplished since 1993
has come 52 percent from spending, and 48 percent from revenues.

This budget mnmues the President’s record of proposing budgets each year that are

sma%icr as 8 share of GDP, than any budget enacted during the previous two Administrations,

- 'i present this background because solving the budget problem the right way has helped
our prospects for safeguarding Social Security —— both directly, and through & stronger economy,

The Near-Term Budget Qutlook
A Balanc eé‘ Budgetand a wang Ecanamy Go }fand-m~}2“aad:

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

Over the last five years, we have enjoyed rapid job growth and fow mﬁauozz.‘ But there is
one aspect of our economic performance that is espemally important in the context of thc future
of Social Secxmty

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

- As the next chart shows, in inflation-adjusted terms, business equipment investment has
grown at over 11 percent a year under this Administration - almost three times faster
than under President Reagan, and almost six times faster than under President Bush,

Investment gowt!x is especially important for two reasons:
. New equipment embodies advanced technology, making workers who use the equipment

more productive. Higher productivity permits farger wage-increases without threatening -
higher inflation.



» Investment adds to the economy’s productive capacity, and a larger economy generates
mote income, leading to higher average living standards. In the final analysis, a stronger
economy is & prerequisite 1o meeting the retirement costs of the &Jaby-bonm generation
without unduly burdening future workers. In essence, greater investment is what our
society can do to “pre-fund” its own future retirement costs,

The Budget Outlook:

Now, let me tum to the budget outlook.

. Fueled by this strong économy, the Administration projects that the budget will reach
uriified balance in 1999 ~ ending an era of continuous deficits that has lasted 30 years (see
ch.art}

. 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, econonmic growth has continued to exceed expectations, and inflation
has remained low. The resulting changes in the Administration's economic and technical
projections are responsible for the earlier expected budget balance (see chart).

. "The 1999 surplus is projected at $10 billion — marking the first balanced budget in 30
years; the seventh consecutive year of deficit reduction / surplus increase under one
President; and $127 billion better than projected one year ago, If projections hold, 1959
will be the seventh consecutive year of decline in the ratio of Federal spending to the

" GDP. The 1999 surplus will also yield the sixth consecutive year of a reduction of the
ratio of the debt held by the public to the GDP.

‘These projections refer to the anified budget, which includes all Government operations.
However, the Congress has mandated that the budget also focus on the son-Social Security
deficit. The non-Social Security budget will help to determine whether the Federal Government
can meet its Social Secunty responsibilities in the future. 1t also helps to show the extent to
which the current Social Security surpluses are being used to increase the nation's savings — and
thereby to build the stronger economy we will need to meet those future regpanstbxht;es ‘

. Infact, the Clinton Admiristration has made 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 to 1983, at 6.1 percent of GDP). By 1997, however, the non-Social Security deficit
had fallen to 1.3 percent of GDP — the lowest figure since 1974, Even in nominal dollar terms,

- the non-Bocial Security deficit in 1997 was the lowest since 1981, This great improvement shows

that the budget is steering our resources toward maicing the Social Security surplug real, and

."increasing the adtiod’s saviags, . 162007, by our proj ech:ms, the non—Soczai Sccentybudg::t will

enter surplus.
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We must focus on both the unified and the non-Social Security budget results because as
Social Security surpluses retreat, it will be necessary for the rest of the budget to ;:;wvzdc fora
sound fiscal policy n {he next centmy

The Long-Range Budget Outlook
Tos last year’s budget, the Administration projected that, 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 —- that is, below the level it had

reached when the President took office.

- Since last year, the economy has remained sirong, and the President and Congress adopted
new deficit-cutting policies in the BBA. As a result, the Administration now projects that the
trudget will reach unified balance sooner and remain in balance longer.

Still, these figures demonstrate that a long-run deficit problem remaing. Of course, even
more than for & five- or 10-year forecast, 75-year projections are sensitive to underlying

_ assumptions. They fall into two basic classes; external factors, and policymaking behavior,

» Assuming a simple extension of current budget policies, unified budget surpluses can ,
persist until 2054 (see chart), (Under alternative assumptions, the period of surplus 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
of 0.7 pervent of GDP ~ rather than the 3.5 percent of GDP deficit projected last year.

s  Batinjust the last 16 years {2055-2070) of our basic projection of the current-policy
outlopk — within the customary Social Security 75-year actuarial window — the deficit
grows to 5.2 percent of GDP, 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 enormous force of the very dcmographzc pressures that
threaten Social Security.

These projections are obviously subject to large errors due to the underdying asmmbticns
and the length of the period estimated. In addition, even these unified budget projections mask
the 13 purcent of GDP deficit in Social Security and Medicare reached in 2070,

Finally, as you know, since the emergence of the prospect of Federal unified budget
surpluses, there have been numerous proposals for how to spend them. Itis :mpartant that we
understand the consequenges of such proposals,

- AsI noted earlier, we have made tremendous progress in stopping the nation’s buildup of

- debt. However, the debt remains at a dangerously high level — still almost twice.as high a share



of GDP as it was in 1980, If we spend every penny of budget savings that might otherwise
become surplus, we leave our debt at a very high level.

The unified budget is in surplus only because Social Security is in even larger surplus. So
dissipating the unified surplus before assuning Sacial Security’s fong-term solvency is distinctly

_ contrary to Social Security’s long-term interest.

. If the surplus is s;mizz on continuing tax cuts or pwgfams that become built into the base

and grow over time, the budget will remain in surplus through only 2011 —- the year when
the oldest of the baby boomers reach 65 years of age (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 greatest financial strength,

Please note that behavior regarding future budget surpluses is one aspect of the long-range
outlook that is totally under policymakers’ control. If we choose not to take advantage of our
prosperous years before the retirement of the baby-boom generation, we will have only ourselves
to blame when we find ourselves ill-prepared for the budgetary pressures that inevitably follow,

For the last 15 years, Social Security has run gmwm,g trust fund surpluses, and many have
argued that those funds were used to mask the overall deficit. According to our projections,
however, the situation 15 years from now will be precisely the reverse, The trust fund will be
drawn down, and our projected overall budget surpluses continue only because the general fund’s
surplus masks the trust find’s shortfall, (Mote that the interest on the trust fund’s balance will
appear to show continued trust fund 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 be sound into the more distant future, the key trust
fund programs that ere most vulnerable to the impending demographic pressures will fail to be
self-financing and create fiscal problems much sooner, That is one reason why it is important that
we act now, and not allow ourselves to be lulied into complacency by the improved outlook for
the unified budget.

The opposite side of this coin is that policies that improve the soundness of Social
Security in the long run also help to fend off the deterioration of the unified budget that will occur
under cutrent policies, as shown in this analysis. Thus, the President’s call for Social Security
reform promises dual benefits: soundness for Social Security, and continued sustainability for the
unified budget even afier the retirement of the baby boom generation. -
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The President’s “Save Social Security First” policy

The challenge of ensuring the financial solvency of Social Security and Medicare, on
which tens of millions of Americans rely, faces us now,

In the public and private sectors, meanwhile, prospects for a budget surplus are spuning a

" wide array of ideas about how to use it, At this point, the Government has not yet reached the

surplus milestone, and the President believes strongly that “we should not spend a surplus that we
don’t yet have.”

More specifically, he believes the Administration and Congress should not spend a budget
surplus for any purpose untii we have a solution 1o the long-term financing challenge facing Sodial
Security. With that in mind, the budget proposes a reserve for the projected unified surpluses for
the years 1999 and beyond, to implement the President’s position, enunciated in his State of the
Union address and repeated in the budget, to leave those surpluses untouched until Saczal
Security is made financially sound for the 21% century.

Protecting the surpluses in this way is essential. Saving Social Sécurity is of the highest
priority, and it will require the financial stmngt’n that we have buxii by balanmng the unified
Federal budget. :

Americans are fiving longer, and are having fewer children. 'With more people retired, and
fewer working, the burden on the Soctal Security systern will grow. Now, there are about 3.3
workers for every beneficiary. Early in the next century, there will be only 2.6 workers per
beneficiary. This development was not caused by politics, ané it should not be a pohtzs:ai issue.
Butit cammt be ignored; we must face up to it.

I we spend the surplus now - by enacting continuing tax cuts, or by buildingup the
spending base — those costs will grow in future years. They will cut down on our budgetary
manezzvermg room,

1f, instead, we refrain ﬁ't}m depleting our revenue base and adding to our Spendmg base,
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
changes that save money for the system might be made whole. It might also be possible to find
«ways for future budget surpluses to be used directly to shore up the system,

" Budget surpluses that we achieve before the enactment of long-term reforms can alse help
Social Security. Surpluses instead of deficits now mean less debt, and less debt means lower
future inferest costs. Lower debt service means still more maneuvering room in future budgets to

. fix Soial Security.
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Canclusion

‘Thus, this year’s budget makes clear that we have an important opportunity to make
Sodial Security financially sound for the next century, and to begin an era of fiscal responsibility.

'We have already scen 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 term. However, the budget will remain within these bounds only if policymakers walk &
narrow line of fiscal discipline. If we choose instead to enjoy the surpluses through continuing

commitments of spending or tax cuts, those surpluses wall be shortelived indeed; and growing

budget deficits will reemerge just as the demographic pressures of population aging and the
retirement of the baby boom strike us early i the next century. The choice is ours, The
President's plan ~— with a national dialogue on Social Security this year, and = bipartisan process
10 enact reform legislation — provides all of us a road map for making this important decision,
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. ERA OF BIG GOVLUMENT IS OVER:
ADDITIONS TO NATIONAL DEBT |
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FINISH!NG ngE JOB:
BALANCING THE BUDGET AFTER DECADES OF DEF]C!TS
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SURPLUS (+//DEFICIT {-) IN BILLIONS OF DOLLARS
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~~” REDUCING THE DEFICIT: THE CLINTON RECORD
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CHANGES IN aTHE ESTIMATES OF THE BUDGET ﬁEFICIT

SURPLUS (+)/DEFICIT {-) IN BILLIONS OF DOLLARS

100
75+ B
50 ~§w”~w~~“5&~u |
- . Sy . “'43
MID-SESSION REVIEW -~
25
P .. X
1999 BUDGET 2
25 —
50 -
59
75— )
100 -___ _ n ' 30
- t - | T ]
1998 1999 . 2000 | 2001 2002

ref.98-01-23.bud.budestim



Lo rmed o {_:'"-:.: ? ~—‘-\‘

B

LONG-RUN DEFICIT PROJECTIONS
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One year ago, President Clinton set the cotrsé of the Nation’s budget policy with his
charge to “Save Social Security First.” The President recognized that we were entering 2 new exa
a5 we left behind the decades of large budget deficits. He was building the foundation for
budgeting in this new era of surpiuses ‘ _ :

Fiscal 9mgress has pm&uced a stmzzg economy

_ The vear 1?98 was one ef the most r:xtracrémary in moéem LS, economic hlstory W
enjoyed the first budget surplus.in 29 years - the largest ever in dollar terms, the largest as a
percentage of the economy in more than 40 years, And this budget surplus was not the result of a
temporary wartime policy, as was the last surplus in 1969. We will have a budget surplus again
in the ongoing fiscal year — at an estimated $79 billion, larger than last year’s —— which will

" mark the first back-to-back surpluses in more than 40 years. The budget I presem to v today

proposes a third consecutive surplus - the first time that will have happened in half a century.,

And our 1998 budget surplus was the sixth consecutive year of ;mpwvament in the U.8. fiscal
p{}smﬂn R the first time that has h&;jpened in American history.

The ;mvatc sector is the key 16 econoniic progress, but we have clearly seen in the éex:ade'
‘immediately past that the Federal Government can either hinder or promote econormic progress.
If the Federal budget deficit is high, so that the cost of capital is driven up and the financial future
is uncertain, the private sector cannot yield the progress of which it is otherwise capable. ‘But if,
instead, the Federal Government declares its intentions of responsible fiscal behavior, and lives
by thesé intentions — and if thé Federal Government wppi1es the public investments that
America needs — zizezx the econony zs free to prosper. T’}ns is the paﬁz that this Aémzmstrahon
has taiaen, : :

_ In 1598, we rcaped the fnnts of five years of fiscal responsxbllzty After the best sustained
growth of business investment since the 1960s, the 11.S. economy fueled that decades-absent
budget surplus, " And the economy itself defied the pundits, staying on a pace of solid, above-
trend exparnsion, in the face of an international financial disruption that broke the stride of most
other ecopomies around the world. Unemployment and inflation both hit three-decade lows, with



the lowest unemployment rates for African Americans and Hispanics in the history of those
statistics; real wages continued to grow after more than a decade of stagnation, and 2 record
percentage of adult Americans worked in those higher-paying jobs: the percentage of Americans
on welfare fell to a'30-year low; the 10-year Treasury bond rate reached its lowest level in 30
“years; and & higher percentage of Ammcazzs attained home owners}np 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 of a firm intention of fiscal 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 piilars of
" the President’s policy — investing in sur people and our technology, and opening foreign
* markets to U.8, exports — complete this winning economic strategy.

The 2000 Budget is a defining moment

. , This extraordinary budget-and-economic performance — with the budget setting
historical standards and the resilience of the economy setting global standards — tells us
something. It tells us that we have dcwie;z&d a winning economic policy and that we rmust not

. turm back. We mast not discard the économic philosophy that got us here, to this confluence of

economic mdxcawrs that alt sides now agree is the best in modemn memory

Soinone sensc, our budget p{}iicy now clearly should be built 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 szzszamed pcacetzmzfs expansmn, and we should

- conunw: o sustam that ezxpansmon ; .

.. Butin arzat%zer SENSe, W have stepped into a new warld. Where our bmigct used to he
written in reé — for so many years that people came to take it for granted — now we are in the
: ’black And this change has tempted some to throw awzzy all of the policy principles that got us’
. here.

Fcr two decades now, there has bcen much dlscusszazz about fiscal discipline, restraint,
© and deficit reduction. Since 1993, we have taken action; and far beym}é the expectations of even
the most optimistic, we now have budget surpluses as far as the eye can see. Butnow, asthe
first surpluges appear, it is important that we not revert to the practice of czszzmg taxes and raising
spcnchng ﬁm{ and thinking about the :ﬁscal consequénces later. : .

- As the President sugg&sied i his Szazc of the Union aci{iress two weeks ago, this i isa
morment that will do much to determine the character of aur country at the end of the next
century.” We can build and strengthen the fiscal foundation that first arose in these last few vears,

.Or we can sweep it away, before it 1s firm and strong, and set our economy fo foundering again.
The choice is clear and the President is determined to pursue 2 balanced program of fiscal



discipline and prudent investment for the future. This budget charts that course into an eva of
. surplus. _

Fiscal policy since 1993 was pivotal to onr curreat good forfune

_To see why fiscal responsibility matters, consider where this Administration started six
-years ago.. In 1992, the budget deficit was $290 billion, the largest in the Nation’s history.
Between 1980 and 1952, the debt held by the public, the sum of all past unified budget deficits,
quadrupled; it doubled as a share of our Nation's production; or GD? - from about 25 percent
‘1o about 50 percent. .

These adverse trends showed every sign of accelerating. Both CBO and OMB projected
that, without changes of budget policy, growing deficits would add to the Nation’s debt, and
growing debt service costs would add, in tum, to the Nation's deficits. OMB forecast the 1998
deficit, in the absence of policy change, 5t $390 billion, or 5.0 percent of GDP; by 2003, we
expected the deficit to be $639 billion, or 6.6 percent of GDP. And there was nothmg in the

;f{;mcasz to indicate that this exponential trend would stop.

. This threat was not turned back by acc%_dent It required tough policy choices, which the
Administration and the Congress took in 1993 and 1997, The President’s initial economic
-+ program cut speading and increased revenues in equal amounts. Since that time, deficit
. reduction {and ultimately surplus increase} has more than doubled the estimates for the
President’s plan — instead of the projected cumulative $503 billion, deficits have fallen by $1.2
trillion. That is $1.2 trillion less in debt that the American taxpayer must service — forever,

And this deficit reduction has come as much from lower Spcnding as from higher ,

- revenues. Spending has declined to its smallest share of the GDP in a quarter of a century, ‘And
thanks to the strong economy, receipts have grown beyond expectations, even thngh the tax

bm“den on m{iméuai fmml,zes is lower than it has been for about 2 quarter centm‘y :

o. ' The t}pzca} fazmly Qf four < Wlth t!ac zz:zeéaan famil} income of $54 §£}£} —will
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 mz‘zszémé alone will be the lowest
: share of income since 1966. .

. A ﬁmﬁy with an mi:omc at one-half of the median level, §27, 450, will pay the
‘ lowest share of its income in income and payrotl taxes since 1865, Hts income tax
- bill will be negative; it will receive memy back because of the; carned i income tax
credit. That was never the case before 1998
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. Even a family at twice the median income level, $109,800, will pay less in
combined income and payroll taxes as a share of its income than in any year since
1977. Taken alone, its income tax as a percentage of income will be the %ewesi
"since 1973,

‘Receipts have risen as a percentage of GDP not betause of a heavier tax burden on typical
individual famiiies, but rather because of the extraordizzary growth of incomes of comparatively
. affluent Americans (incheding capital gains and stock options that are not mcluﬁied in measured
GDPY; and because of the rapid growth of corporate profits. |

’ﬁzc historic bipartisan balanced budget agreement of 1997 has reinforced expectations of
Federal ﬁscal res;;azzszbﬂzty This has had a favcrzz%la effect on interest rates and the economy at

large.

_ In the last six years, we have enjoyed an extraordinary economic gcrformaxica besause

our fiscal palicy was responsible and sound. Ifwe want to continue to enjoy such strong
economic pcrfozzz}azzcc, we must continue our sound fiscal policy. As the experience of the last
20 years clearly shows, budget problems are very easy to b::gm, and very hazé to end

Rﬁducmg debt burden is as imporiant to the Nation as it would be 1o & fm%j; The
Natz{m must service its debt. 1f we gratify ourselves today by collecting taxes insufficient to -
- cover.our spending, and accumnulate debt, our children and our grandchildren will have to service
that debt. If, instead, we reduce our debt, our children and our grandchildren will be freed of the
obligation to tax therzzseives more faezmiv in the future just to pay the interest on the éebt they -
inherited. : :

The President’s proposal will fully reverse the buildup of debt of the 1980s 2+ and then
go further. By 2014, the end of the 15-year horizen of the President’s program, the combined -
_effects of the President’s commitments to Social Security and Medicare will reduce the Nation's
. - debt bupden *o an estimated seven percent of GDP. This will be the lowest ratic of debt to
income that the Nation has engoyed since before it entéred Wafld War 1. And as most t:xgerts
would tell us, this will be one of the greatest gifts that we could ever g;ve our chﬂdrczz, as we
excrczse our ﬁsca§ stz:wardshg} of these United States,

The ?rwdcn{ s policy would devote more than &m&fourths of ﬁzmr“ 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 Sav ings Accounts. This is
, unportatzt to our economic performance for four basic reasons: First, it increases the Nation’s
savings rate, which is cntzcai to productivity gains and economic growth, Second, it reduces the
debt, Third, it improves the fiscal position of the country, and puts it on & stronger footing for
whatever uncertainties J:mght anse And finaily, it i improves the retirement security of all
‘Amencans :



The current challenge is to use the surplus prudently

In 1993, we faced the challenge of elininating projected budget deficits of $4 3 tnillion
over tea years. Today we face the enorrous opportunity of projected surpluses of more than
$4.8 willion over the next 15 years. The challenge is fo use thls surplus prudently — to mamtmzz
our strong economic and budgetary performance.

: We must save Social Semzrity first. A statemsnt of goeé intentions is not good enough
for the millions of Americans, retired and working today, who rely on Social Security for their

" . retirement security — and for protection for their families against disability and premature death.

From the beginning, this Administration has kept its eyes on the future, and taken policies that
would benefit the Nation for generations o come. H has peud off. Saving Social Security first is
“precisely such a fumre-»anent&{i policy. .

The Pw&xéem 8 ?Y 2000 budget svmbehcaily, as well as financially, “in the black™ —
. continues firmly on that successful path. The budget maps a course for the Federal Government
after Social Becurity is reformed ~~ and makes its own policy recommendations for the
. beginning of the bipartisan Social Sccurity reform process that the President inaugurated last
year. But the budget a]sq draws 2 line that this Administration will not pass without Social
: Securzty reform. .

Thus, the FY 2000 budget is fzziiy paid for within the existing baéget lasv Just a8'in
every previous year, the President bas specified his own priority initiatives, but has paid for all of

+ .them — line by line, dime by dime — with savings from elsewhere in the budget.

. The President’s policy calls for a bipartisan Social Security reform, this year. The
" President has already commitied 62 percent of our projedted budget surpluses — enongh to
extend Social Seeurity’s solvency almost an extra quarter century, to 2055, We bope that this
will launch a bipartisan process 10 address long-term Social Security solvency. We are gratified
. that several leaders from the Congress have already accepted this principle and hope that both
'\pamas, the President and the Congress, can follow through on this commitment and achieve
sufficient additional reforms to extend the solvency of the trust fund at least ﬁzmugh the
MUonai ’}'S-ycar actuarza% ilcmmn \

If we achieve that o'tg}ectzw, the bu{iget makes further ccmmztmenis of the surplus ta

B pziﬁnty National objectives in the future. The President proposes to dedicate 15 percent of the

surplus to extending the solvency of the Medicare trust fund. This is a key element of the
. President’s program, because the financial security of Medicare will be threatened even sooner
. than that of Social Security. In 1997, the President and the Congress, acting together, made
Medicare financially sound thmugh 2010. The President’s 2000 budget wounld extend that
fifetime ten years further, to 2020. We see the commitment of the surplus as 3 vital step to
facilitate an envirormment in which a bipartisan effort — including the current Medicare
3 Commzﬁsmn e CAN go even farther; with the fime horizon so shnrt even afier the contribution of
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15 percent of the surplus, we cannot delay Medicare reform. As the President stated, he wants to

consider, as a part of this reform process, expanding Medicare coverage to include prescription

The President alse proposes using 12 percent of the swrplus to finance his new Universals
Savings Accounts — “USAs.” This proposal includes seéd money for Federal contributions,
plus additional funds for matching contributions if individual workers contribute their own
mongy. 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 to the power of ccmpound interest, 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 falled (o wspozxd ta the generous subsidies in the current-

law Individual R,ctzmmmz Accczmzs ({RAS)

, ‘I‘he Premdem wants a fi scally. z‘esponsﬁ}ie fax cut. He believes that t}izc USA is the right
kmd of tax cut — targeted toward the future, and helping the many American families who have

- the most difficulty saving for their retirement. It strengthens perhaps the most neglected of the

figurative three legs of the retirement stool — personal saving, to stand alongside Social Security

* and employer pension plans « and for the many who have no employer plan, this initiative may

be cmf:ia}, Most impﬁrtanﬂy; it is part of a plan that fixcs Social Secuﬁty first.

. Finally, the budget pwpcses that zizc remaining 11 percent of the surplus be deéu:ated to
other important priorities — including education, National security, and health care. In last

..+ October’s negotiations on the Omnibus appropriations for fiscal year 1999, Congressional leaders

argued that our National defense needs had outgrown the existing discretionary spending caps —.
and, indeed, defense received the largest share of the additional emergency funds made available

.~ in that légistation. Likewise, the American people have recognized that the guality of their

¢hildren’s education will determine how they progress in life — and also the strength of the

- future economy. The President’s budget is a sound, disciplined way to provide the additional-
- resources for these priorities that both sides recopnize will be needed if our country is to survive
‘atzci prosper in the next century. .

"The I’remdent’s framewnrk far Secial Semlraty mfam ami iang-term fiscal ézsczpime

wor&s

The ?ras;dmt 5 contzabatxon of the mpius to Soc;al Securny will use many of the

existing financial management tools of the Federal Government. It will be in addition to the -

accumulation in the Saz:zai Security trust ﬁzzzd that would occur mth na chax:;ge in the current

Colaw. .

After the trust fund is credited far‘aii of its own r;:eeipzs, exaeziy as 'izz‘ current law, the -
Treasury will be left with the unified budget surplus, Each dollar of that unified surplus can be

~ . used only once — for cutting taxes, increasing spending, or buying down the debt. The President



has brought the debate right to the point: What should we do with that surplus? Orto put it

. another way: If we were to look back fifteen years from now, or at the end of the next century —m
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 own futures, build wealth, and prepare for retirement;
investing in education; ensuring our National security; and muaking other key investments.

So the President started by committing 62 percent of the surplus to save Social Security
first. Most of the share committed by the President to Social Security will be used to buy down
the publicly held Federal debt through the periodic debt refundings of the 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 of Treasury securities. This same procedure will ’zze

foliawe:i for the Preszécrzt $ conmbuuw to the Medicare trust fund.

'Z’hz& mrmmtmmz will significantly extend Soczai Secunty solvezicy. * At the end of 1999,
the currently estimated combined balances of the OASDI frust funds is about $850 billion.
Through 2014, we estimate that additional contributions to the trust funds under the current law,
including interest, will total about $2.7 trillion, leaving a total balance of about $3.5 trillion. The
President’s program would contribute an additional $2.8 trillion 1o the trust funds over the next
13 years, Taking into account additional interest earnings, that would leave a balance in the trust
funds of more than $7 trillion — instead of the approximately $3.5 trillion under the current iaw.
The President’s program will more than double the balances in the trust funds over the next 15
years -- without accounting for higher earnings ont the portion of the surplus invested in cerparate

_ equities:

‘Because the President’s plan will reduce the public debt, the total obligations of the
Federal Government will not increass, We are already comunitted to paying benefits beyond
2032, when the trust fund is pow expected to be exhausted. The President’s proposal would
deposit assets in the Secial Security trust find to pay these obligations, and reduce by an squal
 amount the debt barmwed from the public, Interest payments will go 16 the trust fund, to cover
future Social Sccurxty b*nf:ﬁzs ‘rather than to. banks, individuals and other investors in

. Gom&nt bonds

x Ammii pamon of the President’s commitment to Social Security (21 percent of the
. commitment) will take the form of holdings of corporate stock. Because the Social Security trust
fund will need that amount of the cash surpius to purchase the shares, this contribution will not
_reduce the public debt. However, it wilt improve the Federal Government's implicit balance -
‘sheet — to the same degree, but in a different way. While the reduction of debt will reduce the
" Federal Government's ligbilities, the corperate shares will increase the Federal Covernment’s
. assets. The salutary effect on the Government’s balance shcct will be the same, but it wz%‘i appear
- on the other suie z}f the balance sheet, :

Thus, the President’s policy in no way increases the total obligations of the ’F&éera} |
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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 defieit, and avoiding the accumulation of debt, has helped the
economy over the last six years. The President’s program does shiff the Federal Government’s
commitments 7o Social Security, however, and in that way improves Social Security’s solvency
for the next century, This will give Social Security a first call on the economic benefits
as_soc:’za%cé with long-term reductions in publicly held debt.

'I‘he President beheves that budgeting in an era of surpluses requires a focus firmly on t%ze
future. We must put money aside against our current obligations before we incur any new
obligations. The President’s program does that, by retiring debt and acczzmzz}atmg assets against
" the Social Security commitrnents that we alrcady have, _

We must balance fiscal dxs:zpime with prudent mvestmexsts for. the fnftxre (

‘ In addressing these priorltzes the FY 2000 budget builds upen the investments in our |
people and our te:{:imalogy that were set in motion by ;:ast budgets, "~ :

. Last year’s budgez mzpiementcd the Balanced Badgc*z Act of 1997, maintained fiscal
. discipline — reserving the surplus until we save Social Security first — and pravideé 3 strategy
* of targeted investments to help sustam economic growth. For exam;zie last year's budget
’pwwdcd resources for:

. " The first year's fuvestment to reduce class size by hiring 100,000 new teachers.

_ Smaller classes ensure that students receive more individual attention, a solid foundation
‘in the basics, and gxeazer discipline in the classroom. In this year 's budget, the President
proposes investments in this ares, aulzzmatciy to mdzzcc ciass size.in the ear%y grades toa
zzaﬁonai average of 18. .

. Investments to protect our economic interests-at home by responding to
. mtemai&anal economies.in turmoil. The disruption in financial markets last year lead
. to economic dislocation in Asia, Latin America and the Saviet Union. 'I'hls, in turn, hurt
" American exporters, farmers and ranchers, who found that markets overseas were ‘
beginning fo dry up. With President Clinton’s leadership, Congress approved nearly $18
billion for the International Ivicnetary Fund, a Stabzitng force in the world economy.

e A guamnteed, re:orﬂalevel investment for iiw pext fivc yaars in the Transportation
Equity Act for the 215t Century to continue rebuilding America’s highways and.
transit systems, which are essential to continue the growth of modern commerce. .
This legislation also funds programs for highway safety, transit and other surface

. transportation, while safeguarding air qualztsg and helping fcarmer welfare rempmzzts get 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 of living and quality of life for average Amerizans
both now and in the futurc For e‘{ampie, the President’s commitment to fund key domestic
investments has:

+  Advanced culting-edge research, putting the National ! Institutes of Health on a path to
doubled funding for research including intensified work on diabetes, cancer, genczzc
medicing, and the development of an AIDS vaccine,

+ . Established the children’s health care intiative, the Jargest investment in health care for
- kids since Medicaid was created. Last year, 47 states began programs designed to
- provide meaningful benefits to a5 many as five million uninsured children,

. Increased Head Start’s ability to provide greater opportunities for éisaévgﬁmagcd children
1o participate in 2 ‘program which prepares them for grade school. Last year, a boost in
Head Start funding put 835,000 children into the program, making further progress
. towafd the President’s goal of putting a million children in Head Start by 2002,

.- invested m public schools to belp States and communities rzusc acaéemm standards,
‘strengthen accountability, connect classrooms and schools to the information
superhighway, and promote public school choice by opening 900 charter schools,

’ Protected and restored some of the Nation's mest treasured lands, such as Yellowstone
__Mational Park, and the Everglades; provzdeé the funds o czzzzserve othcrs, and aceelerated
toxic waste clean-ups.

. Built the COPS program to support commurity ;}oizcmg “This ye&r {Z‘OPS w:l,lri reaciz 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 of‘ police and ;:sztmde othcr law.
§ exzf{m*ement tools ta %he cominunity. . , _

o Th:s year's ﬁudget btzzlés on the Pm&éezzi’s &ﬁ'ﬁrts 10 invest in the skzlis of the Amcﬁcan
people Tt continues his policy of hclpmg, working families with their basic needs — raising thetr
., ¢hildren, sending them to college, and cxpandmg access to health care, 1 also invests in

* education and tza.mmg the environment, science and technology, law enforcement and other

pnanues, o %mi;} raise the stanéard of hvmg and quai:ty of life of Americans.

Famﬁ;eg and Children: . For six years, the ?rcmdent has sought 0 help workmg families
halance the demands of work and family. In this year’s budget he proposes 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 aitend college meet their child care needs; and by increasing funds with which the Child



Care and Development Biock Grant can help more poor and near poer children. 'I”he: budget
PIOpOses ar: Early Learning Fund, which would provide grants to communities for activities that
unprove ex 1}' childhood education and the quality of childeare for those under age fve,

Education: The President has worked to enhance access to, and the quality of, education and
training. The budget takes the next steps by continuing to help States and schoo) 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 performing schools that serve low-income students, providing reseurces to
. States fo help them identify and change the Jeast successful schools, and ending sociai‘pmmonon ‘
* by funding additional education hours ‘z‘hrough programs like the 21¥ Century Lea:zmg Centers.
The budget also proposes further increases in the maximum Pell Grant to help low-income
undergraduates complete their college education, and more funding for universal reemployment
services to help train or find jobs for all dislocated workers who m:exi heip '

Envzmument, ’Yizzs Administration proposes a historic interagency Lands chaf:y injtiative to
both preserve the Nation’s Great Places, and advance preservation of open spaces in every |
community, This initiative will help address spraw! and air and water pollution, through Jand
acquisition, preservation efforts, ezzyimzimental profection and local growth management. The
Administration also proposes a new financing mechanism, Better America Bonds, to further
creation of open spaces in urban and suburban areas. The Better America Bonds initiative is an
example of our use of targeted, paid-for tax cuts to achizve the Nation’s priority goals. In
addition, the budges would restore and rehabilitate national parks, feresz& and public lands and
facilities; expand efforts to restore and protect the water quality of rivers and lakes; cominue
efforts to double the pace of Superfund cleamzps and better protect endangered speczes

’ I}efensz. The Pres&dem is committed to maintaining world mxhtan leadership to pm‘vzde forthe -
safety of American citizens and the primacy of American Armed Forces. To ensure America’s
Armed Forces are fully prepared to meet the challenpes of the next century, the President
proposes a long-term, sustained increase in defense spendmg to enhance military 1 readmcss
improve recniitment and retention, 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 of mass destriction, mzuntam
z}zc zzatmn s puclear cicterrcnt, and ;:mvzde humanitarian and disaster ass;stamc "

Healtlz Care: 'I'ha I’reszdczzz has worked hard to expazzé health care z:«:we:aga and improve the
Nation's health. The budget gives new insurance options to hundreds of thousands of Americans
aged 55 to 65, and it advocates bipartisan national legisiation that would reduce tobacco use’
among the young. The President’s budget proposes initiatives to help patients, families and care
givers cope with the burdens of long-term care; and it helps reduce barriers to employment for -

- individuals with disabilities. The budget also enables more Medicare recipients to receive
promising cancer treattments by participating more easily in clinical trials. And it improves the
fiscal soundness of Medicare and Medicaid through new management proposals, including

10



programs zz} combat waste, frauci and abuse

}?;mbassy Security: The bombings of U.8. embassies in Kenya and Tanzania ingnght the
_dangers faced daily by Amencans who work in 1.8, facilities abroad. The budget proposes an
incresse to the State Depuriment’s operating budget to ensure protection of embassies and other
facilities, and the valuable employees who work there. The budget also includes a request for $3
bitlion in advance approprx ations for a multi-year secunty construction pmgram

| The 2683 °§¥udgei saves the sur;ﬁus antil we fix Sccm! Secumty first

~ The Praszzient s FY 2000 budget is f’uiiy paid for, in camphancc with the d:screuanaz-y
caps and the pay-as-you-go budget rules. The budget allows for appropriations for important
domestic and national security priorities by limiting other discretionary spending and achieving
mandatory savings, Offsets to discretionary spending include the President’s tobaceo policy
{which would reimburse the Federal Governrnent for tobacco-related discretionary health care
costs), FAA user fees, health care savings, Superfund receipts, student loan savings and the recall
* of additional federal fund reserves at lending guaranty agencies, and reform of the existing harbor
maintenance excise tax. With the use of these offsets, in keeping with longstanding budget
practzce, the 2000 budgez ccmplws with the discretionary spending caps

The budget prcmdes targeted tax reductions, financed by the ehrmnatiim of tax loopholes,
‘and inefficient or obsolete tax subsidies. Important tax cuts and incentives, in addition to the
" President’s USA retirement savings program, includs the tax credit for long-term care needs, the
" public school construction and modemnization bonds, the expansion of the child and dependent
care tax credit, the new Better America Bonds, extension of the R&E tax credit, the work
opportunity tax credit, the welfare-to-work tax credit, and the tax incentives for reductions of
carbon emissions that cause global warming. Important mandatory initiatives include child care,
the Medicare bzzy-mg disability and cancer elinical trials programs, and extension of health-care
programs 1o immigrants. Taking all of these policy steps together; the budget cnmphcs with ﬁ'xe
K pay~as-}fou«g,o rules, azzé the 14x cuts az:é mandatory initiatives are fully pzud for. .

) W&: need adeqaaie resourees f:}r a strong defense and crmczi domcsm gmmt:es .

For future vears, the budget includes the discretionary resourees congcmpizze,é asa pm of

* - the plan for Social Security reform. While these funds will only be available if Sacial Security

reform is r:zzaczed the Admzmstmuon s policy is categm*zz:aiiy defined including those resources,
Social Security reform is one of the President’s highest priorities for this year and we must work
on a bipartisan basis to accomgksh this important goal. The comprehensive framework for
allocating the sz:rpius will also pmvlde these mﬁcal mscr{::wzzmy TESOUITES, '

The I’resuiez:zt believes that hzs dxscretwnary ;}rmrmes are mportmt to econamic growth,

- ~-and to the Nation’s well being and quality of life. Some have disagreed, and have argued that
Federal spending in general is too high: This debate requires some perspective.

1
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First, and perhaps most fundamentally, consider the record. Over the ﬁfczrs 1980-98,
Federal spending averaged 21.9 percent of GDP. But Federal receipts averaged only 18.5 percent

of GDP, Thus, the Federal budget averaged a deficit of about 3.4 percent of GDP. When this

Adminisiration 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 fact slightly larger).

- While the results of this plan have been far beyond what we ourselveg anticipated ~— with the

deficit falling by more than twice as much as our original estimates - they did maintain the
balance between spendmg cxzts and revenue mcreases

- Tn balancing the budget, téxis Administration has controlled Federal spending well beyond
the record of its predecessors. As a percentage of GDP, spending in every year for which
President Clinton submitted a budget has been lower than iIn any year of the two preceding
Administrations. In every budget year from 1994 through 1998, Federal spending as a percentage
of GDP fell. Spending as a perceniage of GDP in 1998, at 19.7 percent, was the lowest int almost
a quarter cenbyy. > '

Some argue that “Federal spending s still going up.” In the simplest terms - total dollars
with no discounting for inflation, no allowance for the growth of the economy, and no allowance
for the growth of the pepulation government serves - that is true. But even in this format, the
analysis tells a great deal about the record of Federal spending under this Administration,

From 1993 tfzmzzgh 1598, 31 percent of the simple doltar increase in Federal outlays came
because more elderly people retired on Social Securnity benefits, and prior retirees recsived cost-
of-living increases; 26 percent arose because of additional beneficiaries and higher costs under

‘Medicare; 18 percent arose because, even with a rapidly decizzzmg budget deficit — and by 1998,
© a budget surplus — there was more debt 16 service, and so net interest costs went up; and 10

percent camne from increased costs under Medicaid, more than two-thirds of which went for the

_expenses of the indigent elderly, bimé dzsabled and mentally retarded, manv of tiwsc in iong-

wrmcare

Thus, zhere has been almost no sgzendmg g:mw:h in programs etiacr than Socxal Seczmty,

‘Medicare, Mz:dlcald, and net interest. Spending of the entire remainder of the Federal

Govermment over 1953 to 1998 shrank by 5.4 percent in mﬂahoa~adgusted cioilars, an{i fell frem
11.5 percent 10 8.8 percent of iizﬁ Natwn s GDP. :

’i‘?&is shrinking of core govemmzzzz opératicns cannot go on forever if govemnment s to
accomplish the missions assigned to it. We all take for granted the obligation to maintain critical -
core functions like the FAA, the FBL and the administration of Medicare. As we consider how
10 budget in this era of surpluses, we must consider carefully the resources available for these .
often-anonymous functions that the Nation has 2 right to expect its government to perform well.
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A key element in the Administration’s ability to expand strategic investments, while
balancing the budget, is the reinvention of government — doing more with less. Efforts led by
Vice President Gore’s National Parinership for Reinvention have streamlined government,
reduced its workforce, and focused on performance to improve operations and delivery of
service. And these efforts, by reducing the cost of gavemmenz operations, have mpwv&é the

* bottom line and conixzim‘{ed 10 our s:z‘ong ecoNomY.

Since 1993, the Administration, workmg with Congress, has evaluated and eliminated -
hundreds of unnecessary programs and projects, The Administration has cut the size of the

~ Federal civilian work force by more than 365,000 people, creating the smallest work force i 35

years and, as a share of total civilian employment, the smallest since 1931,

The Administration, however, is working to create not just a smaller Government, but a

“better one — a Government that best provides services and benefits to its ultimate customers, the

American people. It hins not just cut the Federal work force, it has streamlined iayers of

© bureaucracy. It has not just reorganized headquarters and field ofﬁcas, it has ensured that those -

closest to the customers can best serve them.

For ;.{ma this Administration once again is turning its efforts to-the next stage of

: “mmvmzzng” the Federal Government. It plans to dramatically overhaul 32 Federal agczzcxes 1o

mprove pcrfozmanca in key services, such as expediting student loan processing and speeding
aid to disaster victims, It also plans to tackle eritical challenges, such as ensuring that
Government computers can process the year 2000 date change, and makzzzg more Govermnent
semws available eie:ctmmcally .

szdez the 1993 Gevemmem Pafamzance and Results Act, Cabmaz departments and

. agencies have prepared individual pe:farmance plans that they will send to Congress with the '
. performance goals they plan to meet in 2000. These plans provided the basis for the second |

Government-wide Performance Plan which is contained in this'vear's Budget. For the first time .
in 2000, agencies will submit to ‘the President and Congress annual reports for 1999 that compam

' sictual and target performance levels and zxplam any difference between thcm

We have an ifzzstemc opportunify for iang-term prosperity if we rise to the moment ‘

’I’here is uich to be proud of in America today. By baia,ncmg zhe budget, we have m}t .

just put our fscat house in order; we have lef behind an era in which the bzzégez deficit, as the
‘. President said recently, “came to symbolize what was amiss with the way we weré dealing with

changes in the world." Today we have risen to the challenge of change -— by preparing our -

- people throngh education aid training to compete in the glebal economy, by funding the research
that will lead to the techzciegzc:ai tools of the next generation, by helping working parents

balance the twin demands of work and family, and by providing investment to our distressed

' ccmmumnes tc- bndge 'z,he opporfunity gap
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If the deficit once loomed over us asa symbol of what was wrong, our batanced budgét is
proof that we can set things right. Not only do we have well-deserved conﬁdence we have hard- -
earned resources mth which te enter the next century.

Asthe Presié;zzt said, what we do now — afier havihg‘baiazmé the budget — will shape
the character of the next century. We can build upon our newfound firm economic foundation;
or we can squander it. Lo

The President has brought the debate ﬁght to the point: What should we do with the

| surplus? Ot to put it another way: i we were to look back fifteen vears from now, or at the ead

of the next century — what would we want {0 be able to say that we hﬂd accomplished with t%:us
oppomrv‘? :

The ?xfesideht wants to leave a legacy of building for the future: saving Social Security
and Medicare; encouraging Americans to save for their own futures, butld wealth, and prepare
for retirement; investing in education; ensuring our }\Iatzmzal sccuntyg and makmg other key
investments. : :

There is no more pressing issue facing us as a natioh than the need to guarantee that

+ Social Security will be there for generations to come. Auid there is no better time to act than now

. while the system is still strong. This is truly an exceptional moment in America — the economy
is prosperous, the budget is in balance, and the President’s commitmerit to hational dialogue has
created conditions for constructive action, We must seize this mornent.
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