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FROM: Andrew Cuomo

SUBJECT: FY2Z000 Budget and State of the Union Ideas/Themes

Over the past six years, President Clinton has consistently argued that we need to
strengthen our cconomy and prepare our citizens for the 211 century. As our economy
has expanded, he has also argued that the coonomic opportustity must reach all our
citizens - and pointed out that big challenges still remain in meeting that geal. As histwo
successive "State of the Cilies” reports made clear, many people and places still face
significant opportunily gaps in education, housing and jobs - gaps that must be closed if
we are to fulfill the President’s vision for the Nation.

The President scored a remendous victory in expanding opportunity for all with the most
recent HUD bill: historie public housing reforms, the first new housing vouchers since
the GOP 1o0k control of Congress, and a $2 billion increase in HUD'S budget when just a
few years back the agency was on the "hat list” for elimination. The President is at last
getting credit for, in the words of MY Times columnist Bob Herbert, managing “a
significant advance in the most unlikely of arcas: low-income housing.” Because of this,
the Administration has real momentum on these sssues. HUBYs success - and the agency's
agenda in the year ahead - can be a major contributor 1o the President's legacy.
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As you begin preparing for the State of the Union, [ would strongly urge you to include -
either as a distinct segmient or as a theme developed and woven throughout the speech - a
handful of proposals that directly address the opportunity gaps that remain, including: the
housing nceds that confront America's senior citizens and families; the homeownership
gaps that persist between minorities and whiles; and the job creation gap that plagues
many central cities, older suburbs and rural America,

| am pleased to share with you five of our most innovative and significant proposals:

—-% 1. "HOME FIRST™: A comprehensive siratagy for mecting the housing needs of
our growing senior population;

‘,% 2. "A HOME FOR ALL™: A plan to create affordable housmg {}pparizzmizes for
thousands of Americans in need; |

L3

f—é 3. "AMERICA WORKS”: A proposal to ereate more jobs in disiressed areas;é

.; 4. "THE NEW AMERICAN COMMUNITY"": An initiative that will encourage
neighboring towns, cities ami coantms m be partners in ending sprawl,
consmmg resources,and building-sus ahis mmamiles,

(‘%C“ 5. “OUR HOUSE": A proposal te wipe out housing discrimi

A, “HOME FIRST”: A HOUSING SECURITY PLAN FOR SENIORS

As the President has pointed out 2 number of times, the United States will go through a
demographic shifl unlike anything it has seen in its hisiory over the next fifty years. By
2050, as many as one in five Americaus could be elderly (65 and over), compared with
onc m every 25 at the tern of the Tast century, By 2050, the clderly population will morg
than double to 80 million, with the “oldest old” (83 and over) making up almost one
quarier of that population. Many of this group will be alone, many will be facing
muliiple chronic ilnesses and will need to rely upon family, friends or community for

support.

We know now, fron personal experience, that loo many senior citizens are forced out of
their homes because they frequently face catastrophic healtheare costs associated with
aging — casts that dvamn their fimances and make owning a home unaffordable. This
homecownership crisis witl hikely affect miilions of seniors in the new contury; already,
the latest studies show that one and a balf million elderty pay more than 30% of their
inceme in rent or hve m substandard housing.

In anticipation of this looming cnsts, und 10 meet the aceds of today’s hard-pressed

seniors, the Presidont should propose a comprehensive plan ("Home First™) to provide
seeurity and peace of mind to coming generations of senior citizens. Our goal should
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always be to keep a senior citizen in their home - or the home of their relatives — first.
Moreover, by coordinating housing and health care, our Sentor Security Plan will help seniors
stay at home instead of in more expensive and restrictive health care facilities.

Under HUD's proposed Housing Sccurity Plan for Older Amencans, this Administration will
offer a full range of housing options for America’s elderly - a Continuum of Care. By combining
new and existing HUD programs, we will create a comprehensive and cost effective senior
housing system that preserves sceurity and independence as a senior’s healtheare needs and
financial resources change,

Our sirategy addresses six stages in the continuum: First, helping senjors stay in their own
homes when approprisie; sceond, helping seniors stay with their own families whenever possible
by creating viable options for housing with family members; third, ensuring the availability and
quality of government assisted senior housing when staying at home or with family is no longer
possible; fourth, providing health and other support sorvices in existing housing to avoid the need
to move to assisted living with on-site health care until absolutely necessary; fifth, ensuring that
our nation’s ciderly remain an integral part of our communities; and sixth, making assisted living
more affordable.

{ ‘ HOUSING SECURITY PLAN FOR OLDER AMERICANS }
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{13 HELPING SENIORS STAY IN THEIR OWN HOMES. The (irst prionity of the
Housing Security Plan is to help seniors remain in their own homes whenever possible,

1. Healthy Homes for Healthy Seniors. i is not uncommen for elderly
Americans 1o be housing “rich’” but cash “poor.” To ease this dilemma, HUD
will expand its successful healthy homes initiative 1o focus on the needs of older
homeowners. This effort will provide seniors with information on how they can
convert the equity in their own homes into funds for needed health and safety
home improvements, including home rehabilitation loans, through HUD s
reverse mortigage program. We will also mount an extensive public information
campatgn to get the word out about this new initiative.

2. Stay At Home Vouchers, We will also expand our ability to assist Section
g-cligthle senior homeowners. When a healtheare or other financial erisis hits,
these low-income homeowners are faced with selling their own homes to meet
their basic needs, A senior facing this kind of crisis would be eligible for a “Stay
At Home Voucher” that would be used to subsidize their mortgage payment,
allowing them to use their cash/income for other expenses.

(2) A FAMILY FIRST POLICY. Whether for health reasons or financial
constraints, some seniors will no longer be able to live alone in their own homes.
Because caring for these ¢lders starts with the family, we propose three programs:

1. $L,000 House-Your-Elder Tax Credit for middie-income fimilies that open
their homes to older relatives of limited means.

2. Accessible Home Tax Credit for homeowners needing to make
maodifications to their homes to care for an elderly or disabled relative.
Currently, no tax credit is available to eover the cost of modifying privately
owned dwellings for accessibility, We propose a credit of 10% of the total cost
of modification, up to 2 lotal credit of $500.

1. Housing Vouchers for Elderly Relatives to encourage spartment owners o
rent 1o their needy parents and grandparents, Current law forbids familics who
own rental units from renting these units to their family members, iachuding
needy elders, under the Section 8 program. By eliminating this restriction, and
provigding appropriaie safeguards agamnst fraud and abuse, we will provide not
anly a decent place to five, bui also the supervision and persenal support elders
need Lo remain independent. With over onc mitlion elderly renters facing severe
remt burdens, this casing of the Section & rules would offer another option for
mecling worst casc housing needs.
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(3) ENSURING THE AVAILABILITY AND QUALITY OF SENIOR
HOUSING. HUD runs a very successiul program to build senior housing known as
the 202 Supportive Housing for the Elderly Program. We propose continued expansion
of this program. The program works with local non-profits to create housing tailored
to the unigue needs of seniors. These complexes fit in with the local community, offer
rental assistance and serve a particularly vulnerable group who cannot casily aceess
tenant-hased voucher programs because of their special needs and lmifed mobility,
Currenily, the average person on the waiting list for this housing is a single woman in
her 70°s who needs assistance with one or more daily activitics,

The nead for senior-tailored complexes is increasing at a tremendous pace, as the
number of elders and the “oldest ald” rapidly multiplies. As of 10 years ago, the time
of the most recent study, there were § seniors on the waiting st for each existing unit,
The lists are longer today, crealing a entical need to expand the scale of this successiul
program. We could also expand the impact of this program asid the overall supply of
affordablc rental housing by permitting a wider range of private funds to lsverags
HUD financing, through such mechanisms as low-income housing tax credits.

{4} COMMUNITY-BASED CARE. Because Americans are living longer, many
enter a graving period where they are capable of living semi-independently but stifl
need some social services as well as specially-designed buildings that make gelling
around easier for them. We can gase the strain of this graying pedod — and save the
country billions in higher costs agsociated with full-time elder services and heath care
—in two ways: modernizing HUD s older senior housing (202} and expanding existing
elder visitation programs. We propose that $150 million be dedicated to improving
existing Section 202 housing so that it can meet the changing needs of our aging
population. This money will provide needed renovations, added services and converi
some apartments (o assisted living units. We also propose a $100 million expansion of
HUD's successful Elderly Service Coordinator program, which currently benefits only
residents of HUD-assisted housing, By expanding funding and allowing Service
Coordinators to serve lower income ¢lders in both HUD- funded housing as well a3
privaic homes and apartments, we can assurc that seniors do not have to leave their
homes to get the erucial services they need,

{5y INTERGENERATIONAL LEARNING CENTERS, More important than
housing and services alone is the spirit and energy of our senlors. They want 1o be
contributing members of society and we need them, Therefore, throughout this
continuurm, we nust ensure that ouwy sentors remain connested 1o our communijies -
sharing their skills, knowledge and energy.  To strengthen this connection, we proposc
that HUD fund a series of Intergenerational Learning Centers that will link two vital
nceds: sffordable senior services and affordable child care. These Learning Centers
will be located withun and operated, al least i part, by residents of existing HUD 202
Housing for elderly persons. These Centers will harness the skills of our seniors (o
meet the couniry's vast need for altordable child care. And through HUD's existing
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Neighborlioed Networks program, these Centers can also serve as a forum for sharing
Internct technology, allowing seniors and children to leamn new skills together,

(6) ASSISTED LIVING. When seniors do have to move into assisted living facilitics
o get the help they need, this Administration can play a bigger role in casing that
fransttion. We propose that HUD partner with HHS to better integrate housing
assistance with Medicaid services. A single change 1 the current law would allow
vouchers (o cover the rent portion of assisted living costs, There is no reason that a
lower income senior should be locked out of an assigted living facility simply because
a housing vouchcer issucd by one part of the government cannot work i conjunction
with Medicaid payments for assisted living services issued by another pant of the same
government.

B. “A HOME FOR ALL™ A 21° CENTURY HOUSING INITIATIVE

As the 1998 State of the Cities report noted, despite our suceess in creating the strongest
gconomy in generations, a record number of Americans, over five million families, face
an affordable housing crisis — paying more than 50% of their income in rent or hiving in
substandard, often unsafe and unsanitary housing. Capitalizing on the strength of the
economy, the President should set a national goal of ensuring that we have a “decent, safe
and sanitary home for all Americans™ in the new century. We propose addressing this
growing housing crisis in two ways:

{1) 200,000 New Rental Youchers. As you know, our main vehicle for creating "new"”
housing opportanities is through the Section 8 program. 1a FY1999; Jor the first time in
five years, Congress approved funding for 90,000 additional vouchers for familics on
long waiting lists, including those who need to make the trangition from welfare-to-work,
The recent public housing reform bill authorized 100,000 new vouchers for FY2000. We
should 1ake advaniage of this "nod” by making a bolder, stronger request, We are
proposing that the FY2000 budget provide an additional 200,000 incremental vouchers.
Of this number, 50,000 new vouchers would be dedicated to the President's Welfare-to-
Work initiative and 50,000 would be dedicated 10 helping homeless individuals and
familics move o self-sufficiency.

{2) “Brownyards to Backyards": demolishing 10,000 abandoned buildings. A major
obstacle to urban redevelopment is “dinty” sites with environmenta) problems. So called
“prownfields” reclaim conmmmercial property, but do nothing 1o expand residential sites.
HUD is propesing a new federal initiative 1o attack the primary cause of blight tn wban
neighborhoods: abandoned apariment buildings, single famsiy homes, warchouses, office
buildings and commercial centers. Under the proposal, HUD would provide o (otal of
$300 million in competitive grant funds to local govermments to support demolition of
blighied, abandoned buildings and redevelopment of multifamily and single family
housing. The program would provide an average of $30,000 per building o pay for
demolition, debris removal, environmental remediation of soils {if necessary) and site
preparation for now dovelopment {per butiding estimate assumies a mix of single famly
homes and larger butldings). To encourage housing development, HUD would offer
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discounted pricing and streamlined processing of FHA morigsge insurance for affordabic
multifamily and single family housing built on the same sites.

Participating cities would be asked to forgive all existing local tax liens on the propérty
and contribute additional pubhic funds (possibly including HOME or CDBG funds) to
suppart redevelopment of affordable housing. By offering a powerful combination of -
demolition of America's most blighted buildings, preparation of development-ready siles
and federal credit enhancement 1o help finance redevelopment of affordable housing - this
new initiative would begin to turn around some of America's most distressed
neighborhoods.

C.  “AMERICA WORKS”: A 21°T CENTURY JOB CREATION INITIATIVE

While cities have made dramatic progress in lowering unemployment and creating jobs as
a resuit of the President's economic policies, there remains a jobs gap in many
communities, Our 1998 State of the Cities report deseribed how that gap was developing
in central cibies, which are generating relatively few of the entry-level jobs their residents
urgently need. To date, the Administrations’ response to this need has been highly
successful: boosting business investment and job creation through empowcerment zones
and enterprise communities. We propose these further steps:

(1} Round 111 Empowerment Zones/Enterprise Communities. Kound | EZ/ECs were
highly successful in leveraging private dollars in distressed neighborhoods:  The original
72 urban EZs and ECs have generated almost $4 billion in private and public
investments, creating jobs and helping thousands of families move from welfare to work.
Round 11 applications revealed that a high level of skill and innovation had evolved in
Just one year. The success and Jessons of the first two rounds promise to make Round {11
of even greater impact. We propose an additional $195 million in grants for Round Il to
support a total of 15 additional Zones and 15 additional Communities. HUD funds would
emphasize highly leversged, break-the-mold economic development, as well as housing-
based welfare-to-work programs that complement HHS and DOL efforts to ensure the
success of the President's welfare reform.

{2} Fhe Cammunity Empowerment Fund. Access to capital is a significant
impediment to growth in the cebtral cities where higher risk and historically higher
default rates make conventional meney lenders cautious o read. In recognition of ths
niarket gap, HUD has become the investment banker of chotce for cconomic development
i many communittes, providing over $2 billion in guaranteed Joans, in addition to
billions of dollars in CDBG (Community Development Block Grant} money over the past
five years.

The next stage in expanding and stabilizing this capitad resource is to develop a secondary
market for these loans, similar to the existing sccondary market for residential morigages.
The Community Empowerment Fund would create this market within the framework of
existing HUD programs,
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The Fund will enable a secondary market to emerge through two essential mechanisms:

o Standardizing underwriting and loan pooling. All Section 108 guaranteed loans
will be underwritten {o standardized goidelines. .

» Creating a loan pool that will allow loans 1o be seasoned and eventually sold into
the private secondary markets. Communities will have the option of using
CEF/EDI funds in this shared loan loss reserve fund.

The Fund will help older citics and suburbs as well as under-developed rural arcas get the
capitai they need to raintain and expand their cconomic base in the new high tech, glohal
econamy. The CEF will also support weliare-to-work efforts in cities and also link debt
and venture capital for new and existing inner city businesses.

{3) Neighborhood Renewal Tax Exemption, We also propose a new Neighborhood

. Renewal Tax Exemption, which would encourage mederate and middie-income
househalds to move into revitalizing BZ/EC neighborhoods. The new policy would allow
taxpayers moving into those neighborhoods to claim up to two additional personal
exemptions for the first year of residence in a designated neighborhood. This will help
advance the goals of the Administration's revitalization sirategy for distressed
communities, creating the needed mix of incomes to bring back retail demand, job
networks, and role models. Using exemptions would allow us to "reward" households
that do not itemize deductions and (o scale the reward (0 income. Moving into a home
with extensive rchabilifation needs can be costly. The availability of additional personal
exemptions will attract middle-income households to the EZs/ECs. Based on patterns of
migration into and out of poor neighborhoods, HUD estimates that about 45,000
households (that would move into EZ/EC neighborhoods gach year) could qualify for this
benefit {(provided they have sufficient income to file},

D. “THE NEW AMERICAN COMMUNITY™:
A PROPOSAL TO ENCOURAGE “SMART GROWTH”™

The November elections showed that there is growing support for controlling sprawt and
managing subuirban growth. Sprawl is hurting both citics and suburbs: Cities are losing
the middle class and related tax revenues and in the suburbs, there's growing
digsatisfaction with congestion, gridlock, overcrowded schools, higher taxes and loss of
open space. From Maryiand to New Jersey, from Vermont to California, there is o
growing consensus that communitics need 1o do more (0 Promole more compact, Sost-
effective forms of development. In shot, citizens are concerned that ceonomic gains not
come at the expense of their guality of life ~ and are beginning {o think abeut building a
new kind of Amcrican conumuty, one that, in truth, harkens buck to an carhier time i
the Nation's history — o time of naighbisrhoads and ncighbors,

We arc proposing a "New American Community” tnitiative that recogrizes the growing
inter-connectedness of cites and suburbs and the need to contan sprawl and ensure that
communitics plan their growth, The initiative will encourage neighboring towss, cities
and counties o undertake "Smart Growth™ plans, and preserve and proteet open space and
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greenfields in our metropelitan areas. By providing 3160 million in competitive funding
to States and to partnerships of local governments, we will spur the development and
implementation of new, locally-driven stralegies that address economic and comununity
development needs at the regional fevel. We also propose making these “New American
Community” criteria a factor to consider in awarding CDBG, 108, EDI, BED!I and Home
awards.

E. “OURHOUSE”: A PLAN TO WIPE OUT HOUSING DISCRIMINATION

Even at the end of the 20" century, housing diserimination, in both blatant and subtle
forms, continues to plague this home we call America, It is time to get our house in order
- eradicating once and for all the scourge of racial discrimination in housing and
homeownership, The President should declare that in this greal Nation, we should all be
judged te qualify for a home not by the color of our skin but by our ability to meet our
comynitments — in rent or mortgage paymenis,

Last year, President Clinton announced his commitment to doubling the number of fair
housing enforcemient actions by the year 2000, To help complete this effort, we propose
increasing the fair housing enforcement budget by $135 millton over the 1599 requested
levels of $52 million. This increase in {unds will support base activities and two major

- new anti-discnmination efforts:

{1} An expansion of our 1999 Fair Housing Audif. Last week we announced that
HUD would conduct the first national audit of housing diserimivation. This landmark
$7.5 million study will provide the only detailed breakdown of where and how housing
discrimination exists, both by industry sector {lending, sales, rentals}, by location (cities,
suburbs, rural areas), and by minority group (African Americans, Hispanics, Native
Americans and Astans/Pacific lslanders). Preliminary results will be available within a
vear, and will iay the foundation for Fair Housing enforcement well into the next century.
We propose that another 20 cities be added 1o this audit for FY2000.

{2) More Help for Private Groups Fighting Housing Discrimination. Although we
have made good progress, the Federal government cannot do all the work alone. We have
good partners at the S1ate and local level upon whom we should also refy. Therefore, we
will cantract with State and local Fair Housing Organizations to further enforce Fadersl
{air housing laws at the state and local level,

! strongly urge vou 1o consider theses ideas i preparing for the State of the Union
address and can provide move information a8 needed,
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THE WHITE HOUSE
WASBHINGTON

June 8, 2000

MEMORANDUM FOR THE PRESIDENT

FROM: GENE SPERLING
JACOB LEW
SUBJECT: The Mid-session Review

This memo discusses the strategy for approaching the Mid-session Review. It reflects
several in-depth NEC meetings and not only the views but also the detailed editing of Larry
Surnmers, Martin Baily, Syivia Mathews, and other members of your budge! team.

Our Jatest estimate s that the on-budget surplus will be revised up from $746 billion in
the February budget to nearly $1.9 trillion. In the Mid-session Review itself we will need t8
describe how we beligve the on-budget surplus should be allocated. This memeo presents some
choices about aliernative frameworks and specifics for this allocation.

The Mid-session budgct is only one clement of the overall approach. Your economic
team beligves that the focus of the remainder of the year should be on  specific, conditional,
public offer (o the Republicans. Our posture would be that while the campaign will decide
between competing visions of how to best use the surplus, we have an opportunity to make
progress this year in a few specific areas. This memo discusses one approach to making a
strategic offer that would build on our Mid-session Review proposals by offering to trade a
prescription drug benefit for marriage penalty tax relief,

"The cutline of this memo 1¢:

I Strategic Overview
1. Mid-Session Review Framework
HiL Scenarios for an Offer

Appendix:  Analysis of Taking Medicare Off-budget



I. STRATEGIC OVERVIEW

With only weeks left in which Congress will be in session, vou need to consider what is
the best tactical and strategic use of the Mid-session Review. The key considerations are: actual
accomplishments this year, blocking negative policies this year, and defining what will be the
best choices that should guide America over the next decades.

Therefore, while the new numbers and the publication of a Mid-session Review will
require you to put out some form of revised budget, all of us believe we should not view this just
as a traditional budget exercise. We believe that that you should be strategic as to first, whether
a new budget or a “new offer” would best allow you to set the agenda this year, and second, how
specific or broad you shouid be in defining larger choices for the next decades.

Focus on an Offer

In light of both the little time left on the legislative clock and the enormous increase in
the on-budget surplus estimate, we believe that the public and strategic focus of our Mid-session
announcement should be a specific, conditional offer from you to the Republican Congressional
leadership. While you also have to put out a budget framework, we believe that the focus should
be on the offer.

There are two reasons we believe an offer should be central:

(1} Affordability. In the past we have used our budget frameworks to set the agenda and block
irrgsponsible uses of the surplus with a “Social Security first” or “first things first” message. The
underlying message was that with limited resources, we could not responsibly know that we
could afford tax cuts or new spending until we had first taken care of Medicare, Social Security,
and deb! reduction. The affordability argument is less viable taday. It is hard to say that we
cannot afford a 3250 billion tax cut until Sovial Security and Medicare are taken care of when
another $1 trillion just appeared. Therefore 2 better block is to structure the public message
arcund the principle that any steps should reflect balanced priorities. In particular, we
should insist that the Republicans do not get their priorities until we at least agree that we get our
priorities at the same time, provided that this deal still {eaves enough resources to address Social
Security and Medicare. Another alternative, however, would be ta stay with the message that
none of the surplus should be allocated until Social Security and Medicare have been
strengthened and the debt reduced. Your advisers, however, do not feel this would be an
effective block. '

(2) Timing., With so little time on the legisiative calendar, a full new budge! framework with
several detailed new propossls may be seen as unrealistic and therefore not affect the legisiative
agenda. However, a reasonable and constructive offer on what could still get done this year
could very well define the agenda, forcing the Republicans to respond to you and giving you
clearer grounds to block their policies if yours are not included.

The offer we propose in Section 111 is essentially 2 presceription drugs for marriage .
penalty offer - if they first agree to the fiscally responsible step of taking Medicare off-budget or



otherwise ft:ncmg off the Medicare surpius {discussed in the next section}, thereby locking away
$400 billion in additional debt reduction.

The Mid-session Review Framework

Assuming an offer is made, another strategic issue for you to consider is how to structure
your overall budget framework. Une aspect of this is the focus on debt reduction and fiscal
discipline versus the benefits and rigsks of making specific, detailed new spending proposals. All
of your advisers agree that you could have a balanced framework that pays off the debt by 2011
or 2012 and reserves substantial resources for new investments. We have different shades of
opinions about the scale of the new investments and the degree of specificity in describing them.

Some members of your economic team feel it is best to stay with a winning game and
keep the debt reduction versus irresponsible tax cuts message as clean as possible. While
accepting some broad new initiatives, they feel that the risks to your fiscal discipline message
from more detailed and greatly expanded new spending proposals at this point in the year far
cutweigh the minimal chance that these proposals will affect the Iegislative agenda. Others feel
that with such large surpluses, you need to show that the Clinton fiscal vision includes using the
benefits of fiscal discipline 1o address major challenges in education, poverty reduction, and
research - even at the cost of being labeled “back to big spending.”

There is the further issue of how specific to be. Specific, detailed ideas on new trust
funds may enliven public debate over the future, but they also could be seen ag unrealigtic at this
‘late date, or as drawing attention away from the Vice President. Another option is to have
specific reserves but without specific policies for key prioritics — e.g., reserves for education,
research and personal savings accounts — and then use these reserves as vehicles 1o discuss your
vision for the type of choices and ideas that should guide budget choices in the coming years.

II. MID-SESSION REVIEW FRAMEWORK

. The nearly final estimate of the projected on-budget surplus is $1.86 trillion. This .
estimate is nearly $300 billion higher than the preliminary $1.6 trillion pmjectlon that we
presented to you recently, The neariy final estimate of the unified surpius is about $4.3 tnllion
over 10 years,

In developing the Mid-session Review, you need to make two choices. The first is a set
of choices that determine how much is available for new investiments in national priorities,
including education, research, globalization initiatives, fax cuts, and persona! savings proposals.
The second is choices about how these resources should be allocated to these different prionities
and what level of specificity you want t propose,

Your economic team has developed overall framework options that maintain fiscal
discipline while expanding resources for key priorities. The first framework, Framework Option
1A, would devote at least 40 percent of the surpius to debt reduction, paying off the debt by
2011, At the same time, it would afford a major expansion relative to the February budget



proposals; including $130 billion added to our Medicare policy and $390 billion that could be

allocated to discretionary investments, tax cuts, a personal savings proposal, or additional debt
reduction,

The core elements of this approach are:

. As a base, retain specific proposals from the February budget. We would retain the $299
billion for Medicare solvency, $256 billion in tax proposals, $91 billion for health coverage,
and other policies.

o Take Medicare off budget. Medicare is projected to run a surplus of $400 billion from
2001-10. This surplus is currently included in the $1.86 trillion on-budget surplus. Your

economic team recommends that we move Medicare Part A off-budget (or otherwise wall off

the Medicare surplus), ensuring that this $400 billion is used for debt reduction. This would
allow us 1o redefine the on-budget surplus as $1.5 trillion. We could use the charge of
“raiding the Social Security and Medicare surpluses” to block tax cuts that exceeded this
amount. The power of this argument has been demonstrated by the effect that taking Social

Security off-budget has had on the fiscal debate. The new 1dea would be to extend this to say .

that payroll taxes for both Medicare and Social Security should be set aside for debt
- reduction and not used to fund large tax cuts. (See the Appendix to this memeo for more
discussion of the policy considerations in moving Medicare off-budget.)

¢ Enhance the prescription drug benefit and invest in provider givebacks. Your economic
team recommends that we improve the prescription drug benefit by starting it in 2002 and
adding a catastrophic benefit that is not included in the premium. In addition, we
recommend retaining competition and other reforms, but dropping some savers and
proposing $35 billion of givebacks. This would bring the net cost of Medicare policies to
$264 billion — $130 billion more than we proposed in the February budget.

s This would leave about $390 biilion for added discretionary spending, tax cuts, personal
savings, or more debt reduction. After taking into account debt service, these core
proposals would leave $390 billion for additional proposals or reserves for discretionary
investments, tax cuts, or personal savings. In addition, some of this money could be used to
increase the total allocation to debt reduction.



FRAMEWORK OPTION 1A
{biliions of dolars}

Feb Budget MSR Added
Current services on-budget surplus : $746 $1,860 +$1,154
Take Medicare off-budget (debt reduction) e $400 +$400
Revised surplus with Medicare off-budget -~ 51,460
Net prescription drugs and provider givebacks $134 $264 +$130
Medicare transfers (debt reduction) 8299 3299 e
Current tax cut 8258 $256 -
Current discretionary -$32 332 -
Health coverage 91 $91 -
Other (including tobacco policy) -$79 ’ -37% —
Debt service ’ 568 $272 +5204
Total base proposals $737 31,470 +$733
Added discretionary / tax / personal savings’ | 3350 |
Total debt reduction $308 $758 +8450

(41%} {41%} (40%)

HHA. FIRST OPTION: ALLOCATING $390 BILLION TO NATIONAL PRIORITIES

If you betieve that $390 billion is sufficient for new investments in key national
priorities, then you will need to make decisions about how this money is allocated between
different priorities and the degree of specificity you want to have in making this aliocation. The
general options discussed here consider different allocations to personal savings, discretionary
investments, additional tax cuts, and more debt reduction. In deciding these issues there are

several questions you need 10 address:
{1) Do youn want to define the $390 billion in terms of specific prierities?

Option A Define the $390 billion as “investments in America’s priorities” without
specifying the allocation to different priorities.

Option B: Provide more structure about the use of the $390 billion.




(2} If you want to define the $390 billien, how specific do you want to be?

{Uption A

Option B:

Make specific proposals such as detailed trust funds for areas like
education, research, or globalization initiatives. Also we could propose to
strengihen some of your existing lax cut proposals in areas like health
coverage, vaccines, and digital divide,

Leave the money in more general “reserves™ earmarked for priorities like
education, research, or globalization mitiatives. This would provide you
with a broader vehicle to 1alk about addressing America’s major
challenges.

(3} Do you want to allocate money to personal savings? A major issue in looking at the $390
billion is whether or not you want to explicitly set aside funds of at least $250 billion — in some
nenspecific form — that could be used for a personal savings tax cut like USAs. If you keep this
overall option and provide a reserve of $230 billion for personal savings, this would leave $140
billion for new investments in other priorities like education, research, giobalization initiatives,
or agditional targeted tax culs. ‘

(4) Do you wunt 50 percent for debt reduction? Framework Option 1B shows what if is like
to use 50 percent of the surplus for debt reduction. This would be a simple and appealing
message. It could also allow about $172 billion to be reserved or transferred to Social Security,
potentially as part of a policy that extended solvency even more than your current proposal.

Option A:

Option B:

Opticn C;

Keep base policies: $758 billion (41 percent of the surplus) for debt

reduction and $390 billion for investments in priorities,

Increase debt reduction total to $930 billion, 50 percent of the surplus.
This would add $172 billion to debt reduction and leave $250 billion for
new investments in priorities. ‘

Increase the debt reduction total to 3930 billion or more and allow that a
fraction of this (1.e., 5230 billion} could be used for investments in
personal savings. If we did this we would have to acknowledge that this
would lower debt reduction by $250 billion or we would be accused of
double counting.



11B. SECOND FRAMEWORK OPTION: GREATER RESOURCES FOR PRIORITIES

If you believe that the base options do not provide sufficient resources for national
priorities, then there are two alternative policies that build on the core elements but provide more
resources for national priotities. These two options are:

{Option 2A) Reduce Medicare solvency transfers.

Medicare solvency transfers could be reduced from $29% billion to something like
$200 billion while still extending the solvency of Medicare to at least 2020, We could justify
scaling back our Medicare transfers in light of the revised Trustees Report which projects
solvency to 2025 {compared with 2015 projected in last year's Report). As a result, we could
say that we have decided to realiocate resources from solvency to prescription drugs.
Alternatively, we are exploring the possibility of using the same interest savings coneept for
Medicare transfers that we currently use for Social Security transfers; this would result in smaller
Medicare transfers from 200110 while still extending solvency fo at leagt 2030,

s  You would then bave $490 billion for investments in key priorities, $100 billion more than
the first option. This could be available for investments in areas like education or research.
Or, since you are taking money from Medicare, you could use the additional $100 billion for
a health care initiative, such as a fund for uncompensated pool for providers
disproportionately serving the uninsured or a2 proposal for a new medical education training
fund for academic health centers favored by Secretary Shalala. {(We have not had full
discussion on these health care options; if this is of interest to you we will have a quick
process to flesh out more specific options.)

o Under this scenaric we would be devoting 34 percent of the on-budget surpins 1o debt
reduction Based on preliminary estimates, the debt would be repaid in 2012 - one year later
than in the base option.

{Option 2B) Leave Medicare on-budget and use one-third of the surplus for debt
_reduction.

Devote one-third of the $1.86 trillion surplus — or $620 billion ~ to debt reduction. (This
is equivalent 10 using about one-quarter of the added surplus for debt reduction.} $29% billion of
this debt reduction would be accomplished through Medicare solvency transfers. The other 3321
bilhon would come from another form of debt reduction, possibly a reserve for Sccial Security or
;}um debt reduction,

s This would also free up about $510 billion for discretionary investments, tax cuts, and
personal savings — about $120 billion more than was available in the base proposal.

s Bascd on preliminary estimates, the debt would be repaxd in 2012 - one year later than in the
base option,


http:of>.!edic.re

CBC. COMPARING THE ALTERNATIVE FRAMEWORKS FOR THE TOTAL

The following table shows the four alternative frameworks and the amount of mongy they
leave available for additional pnorities. They differ only in the tolal amount devoted to debt
reduction, the size of the Medicare transfers, whether or not Medicare is taken off<budget, and
the resources available for new investments in priorifies.

‘ ALTERNATIVE MID-SESSION REVIEW FRAMEWORKS

Ouption Option Option Option

1A 1B 24 B
Current services on-budget surplus $1,860 $1,860 $1,860 31,860
Take Medicare off- -budget {debt reduction) 3400 $400 $440 -
Medicare Transfers £299 $29% 8200 $299
Social Security Reserve or Other Debt Radn - 3172 o $321
Net prescription drugs and provléer givebacks $£264 $364 $264 $264
Current tax cut £256 - 3256 3256 3256
Current discretionary -$32 -$32 -$32 -532 -
Health coverage . 391 $a91 $1 . 891
Other (mciudmg tobacco polxcy) <375 -379 -$79 -$79
Debt service ‘ ‘ $272 5239 3272 $231
Total base proposals $1,470  $1,610  $§1.370  §1350
Added discretionary / tax / personal savings | $390 5230 $4%0 510
Total debt reduction $758 $93¢ 3630 3626

{41%) {50%) (34%;) {33%)

Debt elimination year 2011 2001 2012 2012

HI. SCENARIOS FOR AN OFFER

Your economic team believes that while we should have an overall framework for the
Mid-session Review, the best strategy is to focus public attention on an offer that builds on your
Mid-session Review proposals but uses only a limited portion of the surplus. We would define
this limited offer as something that could be accomplished this year, and argue that the election
is the place to settle the prioritics that should govern the allocation of the remaining surplus.




Precondition for a deal: Medicare off-budget. As a precondition, we would require that the

fiscally responsible step of taking Medicare off-budget, increasing debt reduction by 3400 bitlion
and ensuring that payroll taxes are used for Social Security and Medicare oniy.

Proposed deal: prescription drugs for marriage penalty. We would offer to sign mamage

penalty tax relief, potentially subject to some minimum standards of faimess, for about $240
billion (the Senate level) if they pass a prescription drug proposal that provides affordable
coverage, including a catastrophic benefit, for a total of about $250 billion.

-

This deal would be described as a $500 billion deal.

The deal actually takes about $1 trillion off the table — including the Medicare off-budget and
the debt service on the prescription drugs and marriage penalty. This leaves about

$300 billion undefined by the deal. You would use your Mid-session Review proposals —
and your platform — to sharpen the debate about the choice the American people face about
how {0 use the remaining surplus.

A vartant of this deal would be an expanded offer that would include our health care
coverage in exchange for some provider givebacks.

Advantages of this approach

With such a large on-budget surplus, a conditional offér on preseription drgs may be a better
block against unwise but moderate-sized moderate tax cuts — like estate tax cuts - than trying
to argue that we cannot afford any tax cuts or initiatives at all,

It puts prescription drugs front and center.

The offer defines and limits the tax cut ~ it does not open the door to estate tax and other
proposals,

Would be perceived by many as making a serious, constructive offer. Could at a minimum
lead to accomplishing a Clinton victory on Medicare off-budget this year.

Potential doswnsides Yo this approach

»

A potential Republican counteroffer of a bad marriage penalty, a weak prescription drug
plan, and significant Medicare givebacks, and possibly Medicare off-budget could put ts in a
difficult situation.

Requiring Medicare off-budget as a precondition could block the ability to get a major
achievement on prescription drugs.



Although the offer requires moving Medicare off-budget, it could be viewed as breaking our
fiscal discipline with half a triflion dollars in new spending without Medicare or Social
Security soivency,

Provides no additional energy for your other fax cut pmpeseis. like expanding the EITC, or
for health coverage.
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APPENDIX — CONSIDERATIONS IN TAKING MEDICARE OFF-BUDGET

Medicare Part A covers Hospital Insurance and is paid for by the 2.9 percent payroll tax.,
For Medicare Part B, 25 percent of the funding comes from premiums and 78 percent ofthe -+
funding comes from general revenues. Qur propesal would only be to take Medicare Part A-off-
budget. Under current accounting rules, Medicare Part B does not materially affect the surplus.
We would not propose taking Part B off budget because it would raise additional technical
complications and would increase the susceptibiiity of Medicare Part B to spending caps that we
strongly oppose.

Since 1965, Medicare (henceforth Medicare refers to Medicare Part A) has mostly run
small surpluses, with income exceeding costs. In FY 1999, Medicare had a surplus of
$19 billion. These surpluses are expected to grow to the $33 1o $45 billion range anmually —
totaling $400 billion over 10 years. Medicare is projected to stay in surplus until about 2020,
With Medicare on-budget, these strpluses contribute to the total surplus, and are thus available
for tax cuts or spending, Moving Medicare off-budget would reduce the total surplus by $400
billhion over 10 years. If we continue to balance the on-budget account, it would ensure that the
%400 billion that goes 1o the Medicare trust fund is matched dollar-for-dollar by debt reductjon.

An altemative would be to earmark the Medicare surplus within the on-budget surplus
and dedicate it to debt reduction. This would avoid some of the complexities of changing budget
concepts, and of different treatment of Part A and Part B, but it could be seen as less definitive
than taking Medicare off-budget, and thus be a less effective block.

In addition to the general resource constraint and tax cut blocking issues discussed in the
memo, there are several congiderations in taking Medicare off-budget:

Arguments for taking Medicare off-budget

= Taking Medicare off-budget, in the context of a balanced on-budget account, ensures that
Medicare trust fund accumulations are matched by increased national savings. This is the
best way for the government to pre-fund its future obligations to Medicare bencficiaries.
This is analogous to the argument for taking Social Security off-budget. 1t is also more
relevant now that Medicare is running a substantial surplus and building up a substantial trust
fund to pay benefits for the baby boom generation,

s Taking Medicare off-budget puts our transfers on a firmer foundation. Currently our
Medicare transfers involve moving money from the on-budget to the on-budget but defining
it as an cutlay. If this money were transferred from the on-budget to the off-budget the
conceptual underpinnings of this policy would be much more clear.

o Taking Medicare off-budget ensures that any policies that extend the solvency of Medicare
also improve the overall fiscal soundness of Federal finances. {With Medicare on-budget, if
a Medicare savings policy is used as an offset for other spending, it could extend Medicare
solvency while doing nothing for overall Federal finances.)

it



» Medicare can be volatile and can contribute to swings in the actual or projected on-budget
surplus. insome circumstances, taking Medicare off-budget could reduce the volatility i the
on-budget surplus. If fiture budgets aim for a balanced on-budget account and Medicare
projections come in worse than projected, having Medicare off-budget will reduce pressure
for cuts in other areas.

» Taking Medicare off-budget would reduce the pressure for cutting Medicare Part A to
balance the budget. (This could also be viewed as a con, since it could require larger cuts in
discreticnary spending.}

Arguments against taking Medicare off-budget

» This would only be taking Medicare Part A — Hospital Insurance coming from payroll taxes —
off-budger. Medicare Part B would still be 25 percent premiums and 7§ percent on-budget
general revenues. This could leave Part B politically exposed.

»  With our other policies, this could be seen as devoting $963 billion for Medicare - some may
find this too much for older Americans at the expense of coverage, education, and children.
Much of this, however, is simply debt reduction through Medicare. The force of this critique
will depend on the compasition of the entire budget, '

» Taking Medicare off-budget could increase Stockman risk for discretionary: if the economy
warsens and the on-budget moves into deficit there would be more pressure to cut
discretionary spending. -

* The unified surplus is the best measure of the financial and sconomic impact of the U.S.
government — moving Medicare off-budget is just ong more deviation from this measure,

«  (iven the currently projected Medicare surpluses, taking Medicare off-budget could increase
fiscal discipline and debt reduction, But if Medicare goes into deficit, which is cusrently
projected to oceur about 2020, this policy could actually reduce fiscal discipline. In some
circumstances this problem could be eased if concerns about Medicare’s inuninent
insolvency motivate greater fiscal discipline,

»  Moving Medicare off-budget could create pressure to move other trust funds — like the
Highway Trust Fund and the Federal civil service and military retirement trust funds — or
even non-trust fund programs off-budget.

s In the past Medicare savings have provided an offset for health programs Eke CHIP, With
Medicare Part A off-budget, i Part A savings could only be used as an offset for Part A
spending.

¢ Medicare accounting is very complicated. Even if taking Medicare Part A off-budget

improves this accounting, by raising the profile of the tssue we could be forced to explain
some of the issues that have existed for decades.
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Taxes

September 15, 2000
MEMORANDUM FOR GENE SPERLING
FROM; PETER WONG

SUBJECT:  REPUBLICANS’ 90-10 PLAN FOR FY 2001 SURPLUS

The Ways and Means Committes marked up a debt reduction reconciliation bill on
September 14, This bill appropriates $42 billion in FY 2001 only for 2 “Public Debt-
Reduction Account” to be used by Treasury for public debt retirement. This is simply a
gimmick because the Treasury amtomatically reduces debi held by the public when there
are budget surpluses, so no new legislation is needed to retire debt. There are only two
tangible ways to reduce the debt--restrain spending and foregoing large tax cuts. If fact,
we can argue that the most important actions this year that have produced debt reduction
are the President’s veto of the two large tax cuts {Estate and Marriage) and the House
votes to sustain the veto.

The objestionable part of the bill {s that it reduces the statutory limit on the debt ceiling
by the same $42 billion, The limits would be reduced from the current $5.950 million to
$5.908 trillion. As of August 31, 2000, the cutstanding debt 15 $5.595 trilhon. This bill
will feave only $3173 billion of “room™ under the revised debt ceiling. (These are Ways
and Means numbers. }

Remaining Surplus for Other Uses

In July, CBO projected a FY 2001 non-Social Security non-Medicare-HI surpius of $70
billion. 1f 342 billion were reserved for debt reduction, then $28 billion would be left for
other uses, So far, the Republicans have not released a detailed plan for using the $28
billion.

CBQ Projections FY 2001 { biilions)

Total CBO-projected surplus (unified budget) $268  190%

Social Sccurity surplus 166 62%

Hospital Insurance (H]) Surplus 32 12%

Parton of FY 2001 surplus for debt reduction 42 6%
Subtotal for debt reduction 240 S0%

Remaining surplus for other uses $28 10%




Tt is not & surprise that the 328 billion fits perfectly into Speaker Hastert and Senator
Lott's new budget rule of using 90% of the unified budget surplus for debt reduction and
0% percent for other uses such as tax cuts. They simply backed into the numbers, The
hurning question seems 1o be whether the 328 billion is enough 1o meet the remaining
Republican tax cut priorities and how much would be lefi over for discretionary
spending.

Hastert and DeLay told reporters that their preliminary tax priorities are:

o repeat of the 3% telephone excise tax,

« smail business tax bresks linked with an increase in the minimum wage,
e pension refonms and individual retirement account expansion, and

» camounily renewal legisiation to help economically depressed areas.

The FY 2001 cost of the Hastert-DeLay's list of tax cuts 15 $8 billion. Over five years, it
is 867.2 billion and $136.1 billion over ten years,

Cost of Hastert’s .
Remaining Tax Prierities FY 2801 FY 200185 FY 2001-10
{using CBO nurnbers)* {billiong} {billiong) {bilhons)
Repeal of telephone excise ax {H.R. 3216} §4.3 $24.0 $55.0
Small business tax breaks LR, 3832 1.7 10.3 18.7
Pension reforms and IRA (R, 1102)¢%* 1.9 27.1 43.1
Community renewal (FHLR. 4923} 0.1 5.8 19.3
Total 38 8672 $136.1

*from an intemal table geaeeated by OMB

**small business provisions enly (avoid double counting with pension bilB
*# ¥ including CBO sanset after 2004

The Republicans” Phan is really a 99-53-5 Plan. Hastert and Delay aiso 10ld reporters
that they want to spend half ol the $23 billion or $14 billion for tux cuts.  So far, based
on their proposed {ax priorities, the tax bills costs about 38 billion meaning they have
roughty 36 billien for additional tax cuts. Another existing tax cut item that Republicans
might consider using the remaining $6 billion for is theiv Social Security Benefiis Tax
Relief Act which costs $3.6 billion in FY 2001 and 3117 billion over 16 years,

Although Hastert and Del.ay were non-commitial, we are assuming the remaining $14
billion or 5% of the unified sirplus are funds that they will use to negotiate with the
President 0 pass appropriations bills. The next question is whather the 314 billion over
the huidget resolidion baseling is enongh 1o satisfy owr proposed discretionary prioriiies.



I spoke with Dick Emery at OMB about the scenario and he thinks that the remaining $14
mitlion wilt he way short of the amount necessary to meet our priorities and the add-
backs. OMB thinks the upper limit number that will capture all the potential spending
scenarios and add-ons is almost $32 billion above the CBO baseline. In practice the
nurnber will be lower in order to meet our spending priorities. Given OMB's worst case
scenario, the 90-5-5 plan is aimost $18 billiox short on the spending side. OMB provided
a chart detailing the bkely actions and potential add-ons, which is summarized below.

. Five Percent for Spending Initiatives is not Enough FY 20m
{using CBO numbers) (billions)
Remaining amount for spending ' $14.0
Likely action:

Medicare givebacks 3.7
Emergency agriculture funding -22

Appropriations to meet the President's prioritics
{very confidential number from OMB) -10.0

Orher additional add-ons:

High Medicare add-ons {Daschie’s added proposal) -3.3
Defense 4.0
Other member add-ong 5.0
Debt service on above 1.7
Total likely action and add-ons -31.9
Dieficit of funds needed to meet priorities 8178

I think it is politically dangerous for us to seriously engage the Republicans in their ene-
year 90-3-5 scheme because: 1) the debt reduction partion s simyply a public relations
gimmick, and 2} i reduces our leverage to negotiate successfully to meet all the
President’s discretionary priorities in the appropriations provess. However, if
Republicans forgo their 5 percent plan for tax cuts and use the entire 328 billion to bridge
the spending gap, it geds us very close.



TAX STRATEGY
Sept. 28, 2000

Qur st
PRESIDENT’'S TAX PROPOSALS

College opportunity $36
School construction 8
EITC 25

mﬁommunity {new mkts, EZs, gto.) {5
Dhgital drvide 2
Better America Bonds _ 3
Long-term care 26
Heaith coverage 14
YVacomes 1
Marnage penalty / standard deduction 43
Childcare 31
RSAs 34
Small business pension coverage 17
Other pensions 7
AMT 36
Other simplification 5
Phtlanthropy 15
Energy efficiency g
International trade ’ 5
GROSS TOTAL 359
OFFSETS ) 96

NET TOTAL $263

Potential Armey List:

Pension 380
Minimurm Wage : 76
Telephone Tax 42-32
New Matkets 20-40
F5C 4
Adoption ?
Taxpayer Biil of Rights {(TBOR) 7

Total ' %$229-259




Possible first offer:

Nooial Security 344
Democratic Marriage Penalty with E110C 85
fstate Tax 60-80
New Markets 20-40
Subnotal 215-259%
in addition, bi-partisan support for:
Schoo! Construction 8
FSC 4
Total $231-271

Second maove:

Option A
Pensions $70
Minimum Wage 30
Marriage Penalty 95
New Markets 20
FSC 4
Subtotai 219
Willing to add an addirional $60 if:
Long-term care 26.6
Schoo! Construction 8
GOP add-ons 254
Total 8179
Option B:

Same as A except including:

Telephone tax $42-52

Marriage Penalty 45




Option €

Portman Cardin $70

Minimum Wage 30

Telephone 42-52

New Markets 20

FSC 4
Total $166-176

Willing to add an additional $80 if including:

*  Long-term care
e School Construction

e«  Vaccing
» [Lnergy

Question: Would they go for this if they get 340 for their additional options?



THREE OVERALL TAX STRATEGY OPTIONS

Should we propose: 1) a top-line agreement incorporating selected current bills and fight under
the number for our priorities, 2) a message offer, or 3) no offer?

Top-Line Agreement

The top-tine approach would generate the following likely outcome.

Likely outcome Lowrange Highrange
Pension: Portman-Cardin 360 $100
Mew markets 20 27
Telephone excise tax 54 54
Minimum wage 35 R0
Patients hill-of-rights (PBOR) O 40
Total 3169 A1t

Conditions to a top-line agreement:

» Keep the Republican tax cut to $180-200 billion. This is workable only if we can
keep the Republican package in the 5180.-200 billion range.

* Agree to a higher aumber il the extra room Is reserved only for Clinton
priorities. Agree to a top-ling figure of $250-8275 billion if $50 to $70 billion is
miade available for Clinton tax priorities, such as long-term care, school construction,
EITC/mamiage penally, vaccings, ¢limate change, etc.

Pros of strategy:

s [f Republican agree to top line approach, we could prevent the tax cuts from spiraling
uncontrollably upwards to the $350-400 biflion range.

e [t provides us a framework to push for Clinton priorities without the fear that 1t would lead 10
a hidding war. :

Cons of strategy:

o Fighting each il mdividually might lead to 4 less overall Llax cut total than the wop-line
nygreement stratogy.

+ The top-line sirntegy might allow them fo claim w the public that the Administration is
embracing 1heir “debt-reduction and moderate tax cut strategy”. In addition, it takes away
our position as defenders of “fiscal discipline” by stopping the Republican’s irresponsible $2
triflion tax cut plan,




Vinified Demoeratic Offer

Propose a 3250 billion net offer by Clinton and Democrats. Below is a net $250 billion
scenario that 1s being put forth for discussion. It is a revised “Podesta envelop” without the
elephone tax. It includes a Soctal Security provision and several smaller Clinton priorities with
up te §75 billion in tax loophole closures and eliminating unnecessary subsidies,

Possible Unified Offer {billions)
Sennte Democrat estate tax _ 360
House Democrat marriage penalty 82
Clinton Social Security benefifs offer—eliminating 0%

tax bracket 43
Pension and savings 43
New markets ) 20
School consiruction 8
Long-term care . 26
Vacoines ) 1.5
Climate change 8.5
EYTC reform or chnld care tax cradit 21
Misc. {open pot) 10
{rrass total 325
l.oophole closures 15
Net Tatal $250

Pros of unified offer:

* This would place President and Congressional Democrats in a posibion of proposing a
“working family” tax cut plan and put the Republicans in the position of saving no.

o it may help Congressionat Democrats who fecl they need to get “healthy” on the i1ssues of the
marriage penalty, Social Security and the estate 1ax.

Cons of unificd offer:

» it woikl move the President away from the fiscal discipline posture on Medicare and Social
Seenrily solvency. (This could be partially addressed with moving the Medicare off-budgel
prickuye.}

« It may serve as a floor for Republican tax cuts and could re-ignite tax cut efforts, The
President may be seen as reviving the tax-cut debate when tax cufs as an issue is beginning o
recede m Congress,




No Offer

Fight each bill separately. Under this strategy, we would fight every bill one by one to keep the
overall total down. This strategy would allow us to pursue only relatively small Clinton tax
priorities, for example, fighting for school construction in the Labor-HHS appropriations bill and
fighting for the long-term care {ax credit in the event of a “'patients bill-nf-rights” legislation,

Pros of nu-offer strategy:

*= Republican tax-cutting efforts appear to be fading and we should not be pushing for tax cuts.

»  Wecan focus on fighting for school construction in Labor-HHS bill. Inthe event of a
“patients bill-oferights™ bill, we will have significant leverage to add the long-term care tax
gredit.

Cons of no-offer strategy:

» The public may perceive us as opposing lax cuts.

¢«  We are less likely to get at a high number for Clinton’s tax cut priorities.




OVERVIEW ON UPDATE ON CONGRESSIONAL TAX PLAN
September 14, 2000

SIZE & COST OF CONGRESSIONAL TAX CUTS

. "Republicans have passed 8712 billion of tax euts this year, which cost $913 billion with
interest. This is according to an analysis in an OMB memo that was released in July and
updated with a chart produced on September 8, 2000 by Ways and Means Commitice,
numbers.

Tax Provisions 1D year Cost Status
Marriage Penalty $293  Vetoed and Sustained
fstate Tax Repeal . _ 105 Vetoed and Sustained
Small Business / Minimum Wage 123
Sociat Security Benefits Tax Reduction 116
Communications Excise Tax Repeal 51
Pension and IRA Limit Increases 52
Affordable Education ‘ Z1
Patients Bill of Rights &9
Taxpayer Bitl of Rights 7
Trade and Development 4
Tuotal Cost {eliminating duplication) 712
Added Interest ' 201
Total Drain on Surplus o 3913

» The 106 Congress has passed more than $1.4 trillion of tax cuts, which with interest
would use $1.8 trillion of the surplus. This is according to the OMB analysis, The
Republican tax cuts is more than OMB’s 31.47 tnllion projected surplus and uses all of
CRO's $1.81 teillion projected surplus. (Projected surpluses exclude Social Security and
Medicare surpluses.) Note that some Republican members of Congress hAave endorsed
provisions of the “"George W. Bush Tax Reduction Proposal” as seored by JUT on May 3,
2000, Under this proposal, the rate reductions are 5727 billion — gven more than the rate
redugtions shewn above — and there is an addivional 3162 biflion for doubling the ohild tax
crodit that (s not reflected in the numbers,



Tax Cuts Passed This Year 8712

Tax Cuts Passed [ ast Year

Reduction in Tax Rates 400G
Individual Alternative Minimum Tax 115
Corporate Alternative Minimum Tax i4
Capitat Gains for Individuals 37
Capital Gains for Corporations 8
Interest Deduction on Worldwide Basis PAY
Extend R&E Tax Credit 18
Extend exemption for Subpart F AF] &
Total Cost (eliminating duplication) 1,447
Added Inferest 349
Total Drain on Surplus $1,796

SIZE OF THE PRESIDENTS FAX CUTS

» President offers a balanced set of tax proposals:

FRESIDENT’S. TAX PROPOSALS . I

Coliege opportunity 35
Sehool construction 8
BTG : ) 25
Community {new mkis, EZs, etc) 15
Digital divide 2
Betier America Bonds 3
Long-lerm care 26
Health coverage 14
Vacomes I
Marriage penalty / standard deduction 43
Childeare 31
RSAs 54
Small business pension coverage 17
{Other pensions 7
AMT - 36
Other simplification 5
Philanthropy 13
Energy efficicncy 9
Internaiional trade 5
< GROSS TOTAL, 359
OFFSETS 496
NET TOTAL $263




DISTRIBUTION OF TAX CUTS

¢ Republican tax cuts do as much for the fop 1 percent as the bottom 80 percent. The top
I pereent gets 27.5 percent of the benefits. That is a total of $18 billon annually, oran
average of $16,000 per family. The bottom 80 percent gets 23.7 percent of the benefits.
That 1s & total of $15 billion annually, or an average of only $167 per family. Even this fax
cut could be offset if costly tax cuts led to higher interest rates and higher costs on everything
from home mortgages to stndent loans,

» Taxes on typical families are the lowest in over two decades. President Clinton’s tax cut
proposais build on g success{ul strategy that has resulted in the lowest total Federal tax rates
an typical families in over two decades. The tax cuts signed into law by the President in
1993 and 1997 — for example, the expanded Earned Income Tax Credit, the $500 child tax
credit, the $1,500 BOPE Scholarship Tax Credit, and expanded IRAs have reduced taxes for
American families. The total Federal tax rate for the median-income family of four has
dropped from 24.5 percent in 1992 to 22.8 percent in 1999 ~ that’s the lowest tax rate since
1978, For familics at one-half the median mcome, the effective Federal tax rate has heen
slashed from 19.8 percent tn 1992 to 14,1 percent in 1999 — that’s the lowest fax rate since
1968,

ANALYSIS OF INDIVIDUAL TAX BILLS

+«  Marriage penalty: $293 billien over 10,
o The original House bill was $182 billion and the Senate bill was 3248 billion — so the
Confsrence agreement went up by $43-3110 billion from the previous bills.
+ Less than 40 percent of cost reduces marriage penalties, according to Treasury.
» More than half of the cost goes to people making over $100,000, sccording to ICT.
» Passed by both Houses, vetoed by the President and sustained by the House.

» Estate tax repeal: $105 billion over 10.

«  Only 2 percent of decadents pay the estate tax.

o In 2010 54,000 people got an average tax cut of $800,000 each.

» Half of the benefits of repeal go the top one-tenth of one percent, an average tax cut of §7
rillon,

«  Cast explodes from 5105 billion from 2001-10 to $750 biliton from 2011-20,

s Repeal could reduce charitable contributions by $5-86 billion annually.

»  Democratic alternative 1 the Senate would have taken two-thirds of estates — and the vast
majorily of small businesses and family farms — off the estate tax rolls,

» FPassed by both Houscs, vetoed by the President and sustained by the House,



Social Security benefifs fax roliback: 5116 billion over 10,

By itself it would take § years off the life of Medicare — insolvent in 2020 instead of
2025, {The President’s plan extends solvency 1o at least 2030.)

Republican bill includes transfers of $116 billion over 10 years and $13.7 trillion over 75
years; even with these huge transfers not a single day is added to solvency.

Only 16 percent of Social Security beneficianies pay tax on up to 835 percent of benefits.
{This tax kicks in above $34,000 for singles and $44,000 for married couples.}

Passed House Ways and Means and passed the Senate as an amendnient to estate tax
repeal but was stripped from the bilt before final passage.

i‘ortman»{}ardié IR A Hmit increase: $531 billion over 10,

Includes provisions 1o simplify pensions, increase portability, and expand pension
coverage for small businesses that were in the President’s proposal. :
Increases the maximum annual contribution to a pension from $10,500 to $15,000,
Currently less than § percent of people contribute the maximum and they have an average
tacome of $130,000.

Increases the maximum annual contribution to an IRA from $2,000 to £5,000 — fewer
than 5 percent of people currently make the maximum annual contribution to an IRA.
Relaxes non-discrimination and *“top heavy” rules in 8 way that would allow some
employers (o itnprove pensions for top executives while lowertng peasion quality for
rank and ftle workers,

75 million Americans are not covered by an employer-sponsored pension plan, The
President’s RSA proposal would expand coverage to tens of millions of these people.
Passed the House overwhelmingly.

Senator Roth has a sirmilar plan costing $43 billion over ten years that is under
consideration by the Senate.



MINIMUM WAGE

L Tax provisions that we agree with and are acceptable:
» Accelerate 100% self-employed health imsurance deduction
+ Repeal occupational taxes related to spirits, wine and heer
« Permit instaliment method for acerual basis taxpayers
+ Commercial fishermen provision

i Tax provisions that we can agree o with modifications:

»  WOTC with extension to welfare-to-work
» Computer donations—standard and additional digital divide
» Charitable rollover-modified by appreciation to property provision {$412 million)

L. Major issues in minimum wage tax bill:
i. Dropping or moving health insurance from the minimum wage:

fssues:

o How much loverage on FSLA would we lose by kicking out the heolth
provisions? )

s Does trying to add Clinton priorities undercut our effort to drop provisions?

»  What if they agree to more progressive tax-credit options? (This is unlikely
due to Archer's opposition).

2. Reforestation and ¢limate change.

Jssues

v Do we insist on the climate change tax cut and puir it with the reforestation rax
cuts?

«  Should we go for the car tax credit at $2.5 billion, a modified package at §3
hittion, or the full package of provisions ar 39 billion?



ER

FUTA surtax:

Fesries

.

s it our afer (o keep FUTA?

Do we keep FUTA out or do we keep it in with Ul reforms? (Adding UT reforms to
FLUTA would increase the package by $14 billion over ten years.)

Meals and entertainment:

» Everyone in the tax strategy group is opposed to increasing the business and
meal deduction to 80% for all employees.

fssue

s Should we support the provivion granting 80% business meal
deduction for workers subject to DOT hours and/or the provision
moving from 50% 10 60% for small businesses only?

Should we foliow the strategy of a symmetrical path—for example, put our digital
divide package against their digital divide package and our environmental
package against their environmental package?-

Should we discuss our priority items, for which they de not have proposals, such
as school construction and vaccines? ‘
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MEMORANDUM TO THE PRESIDENT LLM

From: ‘ M ‘%:;‘)

Gene Sperling

Subjeet: On Children: A Big Statement

This is the memo [ have always wanted to write to you. It may be more from the heart”
than from the mind, but [ like to think it is from both.

I need to stress that this is not an NEC memo and the ideas here have not been vetted or
gone through a process. I have discussedd this memo only with Erskine, and he told me he thought
{ should simply send i1 to you as a personal memeo.

1. AIM FOR A MAJOR STATEMENT: Confront the moral gap befween our fdeal of
epportunity and the desperate conditions for the poorest of poor children.

Yaou have an opportunity to make a compelling statement to the American people. Not
just a swift tactical move on the budget, or one that impresses opinion leaders with your
leadership, but the type of statemient that Presidents are long remembered for,

There are no perfect recipes for a great statement, Yet, one recipe is when a President
makes the nation come face to face with a moral gap between its timeless ideals and the harsh
reakities of a panticular moment in history that contradicts those ideals.

Certainly racial discrimination is one of those harsh realities. Both Kennedy and Johnson
are remeinbered for the moments where they used their platforms as President to force the nation
to directly confront its contradictions between racial discrimination and our belief in the equality
of all people. At this moment in time, the deepest contradiction in our national ‘characier is
between our belief in equal cconomic opportunity based on individual hard work and merit, and
the deplarable conditions of childresn in the poorest urban centers (and rural as well} of our
naiion. The American value is certainly one of equal opportunity and not of equal results, While
we mainain a decent safety net so that people do not starve, we rightly allow and even ensourage
significant differences of wealth and fortune becanse we believe in giving people the oppartunity
o fail or succeed based on their hard work and individual merit. The stain on this ideal that
greates the gap between our ideal and our reality, 15 the incredibly poor oppertunitics of the
poorest of our urban {and often rural} children.



For the children born into the most hopeless crime-ridden areas «- where there is a lack of jobs,
.and health care and quality education -~ the promise of opportunity is 4 false one.

Many people in our society have addressed this issue. But surely neither Nixon nor Ford
nor'Carter nor Reagan nor Bush ever used the Presidency to directly force the nation to grapple
with this fundamental gap in our values. You have addressed this in a myriad of ways, from the
EITC to our efforts to provide universal health care.

But I believe the step that will stir the conscience of the nation, and be remembered as
such - is a dircct speech to the American people that solely focused on our belief that every
American child should have & fair chance to make it; that the realities of our poorest urban
centers now make that promise unreal for millions, and that you are willing to tell the nation that
we have a moral imperative to direct our national will and our national resources to perfect the
nation: ~- no matter how difficult the choices.

I1. THE OUTLINE OF THE STATEMENT:

You should deliver a nationally televised address to the nation on the moral
imperative for us to conunit ourselves to making the American ideal true for even the poorest of
poor chitdren, while announcing a fuli-scale effort to move us there. This should be largely a
tough challenge to parents, businesses, churches, govemment officials on their role.

But what will make it real and lasting, is to at the same time lay out politically bold steps
to take us there,

1. A Pro-Children's Budget: State that sur first obligation is to take care of our children: the
way 1o do that is to balance the budget with a pro-children's budget. Pro-children because it saves
for their future, but pro-children because it invests in them and in repairing this breach in our
valucs. We can save more for cur ¢hildren's tlomorrows; while taking bold sieps o save a current
generation of children today.

2. First Job is to Balance the Budget and Take Bold Action on Children:
To take care of our children we must focus on the four stages.

Stape 1: 0-8: Early learning, positive love, nutrition, health care, child support, two
parents, and pre-school are the ingredients for allowing cach child fo enter school ready 0
fearn.

Stage 2: Elementary Schosls: Safety in the neighbothood; tough standards, individual

tutoring and mentoring, aceess 1o educauon technology

Stage 3: 12-17: Hope and high expectations: Pell grants awarded to poor children in 6th

grade. One million mentors; community schools that are open and give teens a safe place
1o learn after school hours. Safe school and youth anti-viokence inifiatives.



Stage 4: Trae College Opportunity: Dramatic increase in Pell Grants: strong college
opportunity agenda.

3. First Step is to therefore pass a balanced budget that makes deamatic steps to help
children. We can then vote for tax cuts later if that helps us reach the firsé goal,

4, Say clearly that this nations budget priorities go too much to people whe don't need
them, and toe little to the poorest children. Particularly, we nced to look at whether too

much is going to elderly Amerieans whe don't need it and too little to poor children whe
desperately need sur help.

5. Make Clear that the Tough Choices 1o Make this Statement are Real — But Make
CLEAR THAT IT IS CONDITIONAL ON AT LEAST BALF THE FUNDS GOING TO
CHILDREN AND HALF TO DEFICIT REDUCTION,

» High Income Premivm and Premiums on Home Health Shift aver 330,000
to raise $12 billion: As mentioned before, this could be dedicated to health care
for poar children, and directly shows the commitment to more generational
equity, :

® A 3.5 CPI adjustment in the Cost-of-Living. A unilateral endorsement of .3
would be significant and seen as a strong step toward getting to # balanced
budget. A bolder move - likely to secure opinion leader approval - would be .5
with adjustments for poor Social Security Recipients. The problem is that it may
be too much for Democrats and they could revoll, even though a guarantee of it
rot paving for tax cuts could help.

* Tebaceo Tax targeted for children. Although it will lead to incredible
manipulation that we are "taxing the world,” the tax iself is goed children's policy
and it could be a great fight for us. The demagoguery we will receive should not
be underestimated, but it is courage and good policy, and raises significant funds
for both deficit reduction and children's health care.

Any two of these items together, would be seen as girong. All three would be bold.

6. With these savings we can balance the budget; Make structural progress on Sociad
Security; and have the funids to:

# Give health care (0 over § mitHon poar children

s Mew funding for childeare and pre-school/Head Start

* New nationwide initiative on 0-3

* Funding for America Reads/Mentoring/liducational Technology
® New Community Schosols Initiative

* Fven Greater Increase in Pell Grants



. OUTCOME?

Risks: This would be a major political roll of the dice. Senior groups and labor might launcha
campaign against the COLA adjustment, Labor will show how much we are reducing wages for
the working poor; senior groups may do advertisements about seniors losing thousands of dollars
over their retirement. Some Republicans will claim that all of the savings are needed to balance
the budget under CBO and that we shoukdn't be spending any new money. Some commentators
will say that this was a move 1o keep Powell from getting leadership on children, and some
editorial pages will still say that you have not made the hard choices on Social Security and
Medicare yet. The biggest risk is that Democrats feel that we have made it too easy for
Republicans to come up with funds to get out of their box of how to do a budget proposal that
pays for tax cuts. They will admire your words, but may say that you have allowed Republicans
huge funds they can pocket and that save them,

Yet, if vou put the new savings in the context of paying for key children's initiatives, then the it
is an offer conditional on Republicans accepting his priorities and Democrats will sce these
moves as tightly linked to accomplishing their key priorities and therefore harder to resist,

Rewards: While the risks are great, so are the rewards. This statement would give the second
term of the Clinton Presidency a clear and concise moral foundation that makes clear that the
good we are trying to do is far jarger than any of the hits other are trying to impase on us. Allof
our proposals -~ from education to safe streets to deficit reduction to tobacco to television
violence - will now be wrapped into a ¢lear and understandable theme of giving all of cur
children a chance. We will have stepped up to the plate for the clite media who want @ see
middle-class entitiements shaved - but we will step up not as "Eisenhower Republicans” or
Bond Market Democrats, but as progressive reformers out 1o use government to help every child
simiply have an even break. For millions of Clinton supporters and even millions of Clinton
doubters, the clear moral statement for children will win their hearts,

. When all of the pain is put in the comtext of paying for this progressive agenda for
children, the hits from our side will be more muted. Because half of the savings -- and a growing
amnount as time goes by -~ goes to deficit reduction, Republicans and deficit hawks will find 1t
harder o ¢riticize the overall move as "big spending.” Key sentor groups might be able to be
somewhal muted if we make clear that we would never go above 5,

While your initial speech must be on the poorest children to show clear moral leadesship
and the lack of any pandering, our initiatives around the nation could stifl maintain the great
quality of disproportionately helping the poorest children while also appealing to the broad
middle ¢lass, And if we fail: it s out 1o be poor politics, then we did so in the best of causes
and it will be remembered as such.



A

1ofis

B

Itip:iwww . pub.whitehouse.goviurismaeog.goy asf20000 12  Saexy

THE WHITE BCUSE

Cfflice of the Press Seqretary

For Immediate Release . Jamlary 27, 2000

PRESIDENT HWILLIAM J. CLINTOM
STATE QF THE UNION ADDRESS

4.8, Capitel
Hashington, D.C.

%:18 P.M. EST

THE PRESIDENT: My, Speaker, Mr. Vice Fresident, meémbers of
Congress, honored gussts, my fellow Americans:

He are fortunaite to be alive at this moment in history.
(Applause.) HNever before has our natlon enioved, at ongs, 30 much
presperity and social progress with so little internsl orisis and so few
external threats. Naver befors have we had such & blesgsed opporounity
=- and, therefsre, such a profound obhligation -~ o build the mors
perfect unlen of suzr founders' dreams.

We hagin the new century with over 20 mililon new jobs: the
fastest economic growth in mors than 30 vears: the lowest unempliovment
rates in 30 vears; the lowsst poverty rates in 20 yoars: the lowast
African American and Hispanic unemplaovment rates on recard: the figrsy
back~to-back budget surpluses in 42 years. And next month, America will
achieve the longeszt period of economic growth in oury entlire history.
(Applause,) '

We have huilt a new sconomy.

And cup econemiec revelution hag baen matched by & revival of
the American spirit: crime down by 2§ perceny, fo ity lowest leavel in
25 years; taen births down severn years in a rows adoptions up by 30
percent; welfare rolls cut in half $o thelr lowest levels in 30 years.

My fellow Americans, the state of our unign is the strongest
it has ever keen., (Applause.)

As always, the real credit bealongs toythe Argrican people.
{Applause.) My gratitude also goes to these of you In fhis chasber who
bave worked with us to put progress over partisanship.

Eight years ago, it wag not $0 alear Lo most Americang thers

. would be much to celebrate in the vear 2000, Then our natloh was

grinped by econonic distress, social decline, political gridicek. The
ticle of 2 hest-zelling book asked: "America: What Went Wrong?®

In the bast traditions of our nation, Americans determined o
sat things right. We restorsd Lthe vital center, replacing outinodsd
ideclogies with & new vision anchored in basic, enduring values:
apportenity for all, responsibility from all, a community of all
Americans. We rainvented government, trangforming it into a catalyst
for new ldeas that stress both opportunity and responsibility, and give
our people the tools they need to solwva thelr own problems.

fith the smallest federal work force in 40 years, we turned

recerd defigits into record surpluses, and doubled our ilnvestment In
education. We cur crime, with 100,800 community police and the Brady
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Law, which has kept guns out of the hands of half 2 million cyiminals.
{Applacse.}

We ended welfore as we Knew it -~ {zpplause) -~ reguiring work
while protacting health care and nutrition for shildren, and lovesting
more in child care, iransportstion, . and housing Lo help their parents go
to work. We'wve halpad parents Lo succeed at homé and at work, with
famlly leave, which 20 millions Americans have now used to care £o0 4
pewhorn child or 4 sick loved one. We've engaged 130,000 young
Americang in citizen service through Amsrilorps, while helping them earn
money for colliege.

Im 1992, we just had 2 road map: ftoday, we have rasulis.
{Applapse.}

But even more important, America agaln has the confidenne to
dresm big dreams. 3ut we must not lef this confidencs deift into
complavency. For we, all of us, will be judged by the dreams and deeds
we pass on Lo eur children., And on that score, we will be held o a
nigh astandard, indeed, because our chance to do good is se great,

My fellow Americans, we have crossed the bridge we built ts
the 21lst century. HNow, we must shape 8 21st century Amsrican revolubion
- af oppoertunity, respensibkility snd community. We musit be now, as weé
were Ln the beginning, a new nation.

At the dawn of the last century, Thaodore Roosevellb said, "the
gne characteristic more essential than any othey is foresight...it
ghould be the growing nation with a fature that takes the long lonk |
ahead. " 5o, tonight, let us take cwr long look ahead ~~ and seb great
goals for our nation.

To 2lst centuryy America, let us pledge these things: Every
child will begin schocel ready to learn and graduate ready to succeed.
{Applisuse.) Kvery family will be able to succeed st heme and at work,
and ne child will be raised i poverty. {Applauvse.] ¥We will meet the
ehallenge of the aging of America. We will assure guality, affordable
health care, at last, for a1l Anericans. tApplauss. )

We will make Amsrics the safest big country on Earth.
{applause. ) We will pay off our national daebi for the first time since
1835, {Applaouse.) We will bring prosperity Lo svery American
commpnity. We will reverse the course of climate change and leave a
gsafer, cleaner planet. Americs will lead the world toward shared peace
and prosperity, and the far frontiers of sclence and technology. And we
will bBecome at last what our founders pledyed us ts be so long age —-
ong2 nation, under Sod, ingivisibkble, with liperty and dustice for all.
{dpplause. |

These are great gosls, worthy of a greai nation. %He will nos
roach them all this vyzar. Not aven in this decads. Bui we will reagh
them. Let us remember that the first American Revolution was not won
with & single shoi: the Continent was nol settled in & single year., The
lesson of our history -- and the lesson of the last seven years -- is
that great goals are reached step by step, always buildiag on cur
progress, always gsining ground.

Of course, you can't gais ground if you're standing still,
And for too long thips Congress has baen standing still on some of our
most presgsing natlenal priorities. 8o let’s bagin tonight with them.

Agaln, I ask you Lo pass a real patignts' biil of rights.
(Applilause.) 1 &k you to paps cornmon«senss guo safety legislation,
{Aopiause.} 1 ask you to pass campalgn finance refoerm.  {Applause.; I
agk you to vote up or dows on judicial sominations and other important
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appointees.  {Applavse.} And, again I ask vou -- I implére you ~= [o
raise the minimoem wage. {Applausa.)

Kow, twe years age ~- lab me L{ry to bDalance the seasaw hare --
tlaughter} -- two years &go, &3 we reached across party lines te reaud
aur firgt balanced budgsi, I asked that we meel cur responsibility Lo
the next genevatlon by mainialning our fiscal discipline. Baosuse we
refused o stray from thet pabh, we are doing something that would have
seaned unimaginable seven years age. We are actually paying down the
national debt. {Appiause.}

How, if we stay on this path, we can pay down the debt
entirely in 13 just years now and make America debt-free feor the first
time since Andrsw Jackson was President in 1835, {(Applause.}

In 1383, ws began to put our filscal house in ordey with tha
Deficlt Reduction Act, which you'll all remembey won paszsages in both
Houses by just a single vote. Your former colleague, my first Bagrevsrey
of the Treasury, led that effort and sparked our long bhoom., He's haras
with us tonight. Lloyd Bentsen, vou have served Bmerica well, and we
thank you. . {Applause.}

Beyond paying off tha dabt, we most ensure that the benefits
of debt reducklen go to pressrving twe of the most important guaranbees
we make to every American ~- Boeial Becurity and Medicare. {Applause.!
Tonight, T ask you to work with me to make a bipartisan down payment on
Social Security reforn by crediting the intersst savings from dabt
reduction Lo the Soclal Securdity Trusi Fund so that it will be strong
and sound for the next 50 years. {Applause.}

But rhis is just the start of sur journey. We must also take
the right steps toward reaching our great gosls, First and foremost, we
need a 2ist century revelution in education, guided by our faith that
every single child can learn. {Applause.) Because education is mors
important than ever, more than ever the key tao our children's future, we
mast make sure zll our children have that key., That means gualliy
pre-school and after-school, the best trained beachers in the olassroom,
angd college copportunities for all our children. {Applause.;

For seven years now, wi've worked hard to improve our suchools,
with opportunity and responsibllity -~ investing more, but demanding
more in turn. Reading, math, college entrance scores are up. Sone of
the most impressive gains are in schools in very poor nelighborhoods,

But all successful sohotls have followed the same proven
formula: higher standards, more acoounitabilicy, and exira hslp so
childrsn who need it can get it e resch those standards. " 1 have sent
Congress a reform plan kased on that formula. It holds states and
schoel districts accountable for progress, and rewards them for results.
Each yeay, our national government invaests more than $15 billion in eur
sehools, It is tise te support what works and stop supporting what
doasn’t. {Applause.} ‘

Now, as we demsnd more from our scheols, we should also invest
more in our schools. (Aoplause.} Lai's double our investment te hslp
states and districts turn around thelr worst-performing schoels, or shut
them down., Let's double our investments in after-school and summey
shopl programs, which beost achievoment and keep people off the sirosts
and out of trouble. (Applausa.} £ we do this, we can give every
single child in every failing school in America -- everyone -- fhe
chance to meet high standards. ’

Since 19%3, wa've nearly doubled our investment in Head Start

and inproved its quality. Tonight, I ask vou for another 31 billien for
Head Svarvt, the largest increase ln the history of the program.
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fhpplause. )

We know that children lsarn best in smaller ¢lasses with good
teachers. For two years in a row, Congress has supported my plan to
hire 100,009 new qualified teachers ¢ lower ¢lass sige in the sarly
grades. ¥ thank you for thabt, and I ssk you tg make it three in 4 row.
{Applause.’ And to make sure all rteachers know the subjscts they teach,
tonright I propose s new teacher guality ipitiative -- Lo reorulb more
talented peopls into the classroom, reward geood teachers for stayiag
there, and give all teachers the lraining they need. (Applause.}

He know ghartey schosls provide real public school ¢hoice.
Wher I beoame Presigent, thers was just one independent pullic charter
sehool in all Bmerica. Teday, thanks be you, there are 1,700, 1 ask
you now to help as meet our goal of 3,600 charter schools by nexri year.
iApplause.}

Wa krnow we must connect all our @igssrooms o the Internel,
and we're getiing thare. In 18394, only 2 percent of cur classrooms were
connected.  Today, with the help of the Vice Presidenty’s B-rate program,
more bhan balf of them asre. And 30 percent of our schools have at least
one Interngt gonnecticon. {Applause.}

But wg cannot finish the job when a third ¢f all ocur schools
are in sericus disrepalr. Many of them have walls and wires so ¢id,
they're tos old for the Inrgrnet. 3¢ fonight, I propose to heip %,000
schools a yaar make lmmediate angd urgent repairs; and again, to halp
build or meddernize %, 000 more, to get students out of trallers and inte
high~tech clagsrooms. [Applauss.)

I ask all of you to help me doubhle our hipartisan Gear-Up |
program, which provides mentors for disadvantsged young pecple. If we
double it, we can provide mentors for 1.4 million of them. {Applause.}
Let's also offer thase kids from disadvantaged backgrounds the same
chancs to take the zame college test-prep mourses wealthisr studenis use
t¢ boost thein test scorés. {Applause.}

To make the American Dresm achievable for all, wa most make
coliege sffordable for all. For seven years, on a bipartisan basis, we
have taken action toward that goal: larger Pel)l grants, more affordable
student losna, education IRAs, and our HOPE schelarships, which have
alraady bermfitted 5 million young people.

How, 67 percent of high school gradoates are going on to
golisge., That's up 10 pergent singe 1983, Yet milijions of families
still styain to-pgey college tuition. They need help. (Applause.} So I
propose s landmark $30-billiion cellege cpportunity tax cut =~ a middle
zlass tax dedaction for up te $10,0844 in collegs tultion zosts.
{Applause.} The previous actions of this Congress have airsady made twe
vears of college affordable for all. It's time to make four years of
college affordable for all. {Applause.} If we take a8l1l these steps, *
we*ll move a long way toward making sure avery child starts school ready
£o learn and gradustes ready to sugcesd.

We need & 2lst century revolutlion to reward work and
strangthen families, by giving every parent the Lools 1o suoceed at work
and at the mest important work of all -~ ralsing c¢hildren. That means
making sura gvery famlily has health carve and the support toe gare for
aging parents, the toels to bring thelr children up right, and that no
ehild grows up in poverty.

From my flest days as Preslident, we've worked to glve families
petter access o better health ¢are. In 1997, we passed the Children's
Health Insurance Program == CHIF -~ s0 that workers whoe don't have
covarsge through theizr emplovers at least gan get Lt for their children.
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So far, we've enrolled 2 million children; we're well on our way to our
goal of 5 million. :

But there are still more than 40 million of our fellow
Americans without health insurance -- more than there were in 1893.
Tonight I propose that we follow Vice President Gore's suggestion to
make low incom= parents eligible for the insurance that covers their

children. (Applause.} Together with our children’'s initiative -- think
of this -- tegather with our children's initiative, this action would
enable us to cover nearly a quarter of all the uninsured pecple in
America.

Again, I want to ask you to let pecple between the ages of 55
and 65 -- the fastest growing group of uninsured -- buy into Medicare.
{Applause.) And this year I propose tc give them a tax credit to make
that choice an affordable one. I hope you will support that, as well.
{Applause.)

When the baby boomers retire, Medicare will be faced with
caring for twice as many of our citizens; yet, it is far from ready to
do so. My generation must not ask our children's generation to shoulder
our burden. We simply must act now to strengthen and modernize
Medicare.

My budget includes a comprehensive plan to reform Medicare, to
make it more efficient and competitive. And it dedicates nearly $400
billien of our budget surplus to keep Medicare solvent past 2025.

{Applause.) And, at long last, it alsc provides funds to give every
senior a voluntary choice of affordable coverage for prescription drugs.
{(Applause.)

Lifesaving drugs are an indispensable part of modern medicine.
No one creating a Medicare program today would even think of excluding
coverage for prescription drugs. Yet more than three in five of our
seniors now lack dependable drug coverage which can lengthen and enrich
their lives. Millions of clder Americans who need prescription drugs
the mest pay the highest prices for them. In good consclence, we cannot
let another year pass without extending to all our seniors this llfellne
of affordable prescription drugs. [(Applause.)

Record numbers of Americans are providing for aging or ailing
loved ones at home. It's a loving, but a difficult and often very
expensive choice. Last year, I proposed a $1,000 tax credit for
long-term care. Frankly, it wasn't enough. This year, let's triple it,
te $3,000. (Applause.) But this year, let's pass it. (Applause.)

We also have to make needed investments to expand access to
mental health care. I want to take a moment to thank the person who led
our first White House Conference on Mental Health last year, and who for
seven years has led all our efforts to break down the barriers tec decent
treatment of people with mental illness. Thank you, Tipper Gore.
{Applause.})

Taken together, these proposals would mark the largest
investment in health care in the 35 years since Medicare was created --
the largest investment in 35 years. That would be a big step toward
assuring quality health care for all Americans, young and old. And I
ask you to embrace them and pass them. (Applause.}

We must also make investments that reward work and support
families. HNothing does that better than the Earned Income Tax Credit =--
the EITC. ({(Applause.) The "E"” in the EITC is about earning, working,
taking responsibility and being rewarded for it. In my very first
address to you, I asked Congress to greatly expand this credit; and you
did. As a result, in 1998 alone, the EITC helped more than 4.3 million
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Americansg work their way oub of poveriy toward tbe middle ¢lsss. That's
double the nupber in 1%%3.

Tanighy, I propose ancther major expansion of the EITC: e
reduce the maryiage penalty, to moke sure iy rewards marrisge as it
ravards work -- {upplauvsel -~ angd also, to sxpand the tex aredit fov
families that have more Lhan fwo children, It punishes people with mors
than two children today. {Zpplause.) OQur proposal would allow families
with three or more childres to get up £0 51,100 more in tax reliel,
These are working families; thelr children should not be in poverty.
thpplause. |}

We alss can'f rewargd work and family unless men and women get
equal pay for sguel work. [Applause.) Today, the femals unenployment
rake is the lowest 1t has Been in 48 years. Yet, women still enly earn
about 75 cents for every dellar men esrn. We must do better, by
providing the resources to enforce present egual pay laws: training mere
women for high-paying, high-tech jobs; and passing the Peycheck Falraess
Aot. {Applasuse.} :

Many working parsnts gpend up to & guarter -- a quarter -~ of
their income on child cars. Last year, we helped parents provide child
aare for apout 2 million children. My obild care initiative, before you
now, slong with funds alrsady secured ln welfare reform, would make
enild zare better, safar and more affordable for another 404,000
children. I ask you to pass that. They nsed it out thers -- ilapplause.)

For hard-pressed middia-income famillies, we should alsc expand
the child ¢ars tax credit. &nd T believe strongly we should take the
next big step and make that tax credit refundable for low-incoms
families. ({Applause.} For people making under $36,000 a year, that
could mean up €0 52,400 for child care costs. You know, wWe all say
we're pre-work and pro~family. Passing this proposal would prove 1%,
{Bpplause.; '

Tens of millions of aZmericans live from pavcheck to paycheck.
A hard as they work, they still don't have the gppartunity Lo save.
Tao fow can make use of I[RAs and 401-K plang. He szhould do more to help
all working fanilies save and accumulate weslth. That's the idea behind
the Iadivideal Development Aceounts, the TDAs. I ask you to take that
idea to a new lavel, with new Retirement Ssvings Accounts that enable
every low- and moderate—income family in America to save for retirement,
a first home, a medical emergensy, Or & <ollege edugation. [ propose to
matoh thelr conpributions, nhowever small, dollar for dollar, every year
they save. Ang I preopose bo glve & meior new tax oredit te any small
buginess that will provide 5 meaningful pensicn to its workars. Those
paople ought to have retirement &3 well as the rest of ve. (Applause.;

Nearly ené in three American children grows up without & .
father. 'These children aze five times more likely to live in povarty
than childran with both parents at home, Clearly, demanding and
supporting responsible fatherhood iz opitisal to 1:ifting all childeen
sub of poverty. We've doubled child support csllecticons since 1992,
And ['m proposing to you mough new measures to hold still more fathors
responsible.

But we should reocognize thet & lot of fathers want to <o right
by their childyen, but need help to do it. Carlos Roszmss of St. Paul,
Minnesota, wantad to do right by his son, and he got the helg to do it.
How he's got g good job ang he suppores his licvtle poy., My budget will
help 49,500 mare fathers make the same cholves Larlos Rosas did. 1
thank him for being here tonight. (Applauss.} Stend up, Carlos. Thank
you, i{Applause.}

1§ there is any single 1ss5ug on which we should be able Lo
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reach across party lines, 1t is in our common gommitmant Lo reward work
and strengthen families, similar te what we did last year, We came
together to help people with disabilivies keep thelr heslth insurance
whaen they go to work. And I thank you for Lhaz. Thanks te cvervhalming
bipartisan suppert from thls Congress, we have improved foster care.
We've helped thoese young paople whe lesve it when they turn 18, and we
have dramatically increased the number of foster care children going
inte adoptive homes. I thank all of you for all of that. ({Applause.}

Of course, I am forever grateful to the pearsen who has led our
effsrts from the begioning, and who's worked so tirelessly for children
and families for 30 yvears nowt my wifa, Hillary. &nd I thank her.
(Bpplausea, )

IF we take the steps I've dust discussed, we can go a long.
long way toward empowering parents to svecead at home and at work, and
ansuring that no ¢hilid is raised in poverty. We pan make these wvital
investments in health carve, edugation, support for working families, and
stil} offer tax cuts Lo help pay for cnllege, for retirement, Lo care
for aging marsnts, o reduce the marrisge penalty. We can do thase
things without forssking Lhe path of fiscal discipline that got us to
this point bere tonight,

Indsed, wo mush make these investments and these £ax cuts in
the sontext of & balanced budgeb that strengthens and extends the life
of Bacial Security and Medicars and pays down the national debt,
{Applange .}

Orime in Ameriga has drepped for the past seven years --

that’s the longest decline on record -~ thanks o a national consensus
wg helped Lo forge on cormunivy police, sensible gun safety laws, and
effepative prevention. But nobody -~ nohody hare, nobody in America —-

believes we'irs safe snough. 50 again, I ask you 1o set a higher goal.
Let’s make this country the safest blg country in the world.
{pplange .}

Last fail, Congresy supported my plan to hire, in addition to
the 100,000 ccommunity police we've already funded, 50,000 meore,
concentrated in high-crime nelghborhboods. T ask your continued suppor:
for that.

Soon after the Columbine tragedy, Congress considered
common~senss gun legislation, to reguire Brady background checks at the
gun shows, child safety locks for new handguns, and a ban on the
importation of larvge-capacily ammunition clips., With courage -- and &
tip-breaking vote by the Viee President ~-~ (applause) -- the Sanate
fawed down the gun lobhy, stood up for the American people, and passed
this legislation. But the House failled to follow suif.

How, we have all seen whab happens when guns fall into the
wrong hands. Daniel Mauvser wag only 1% vears old when he was gunned
down at Columbine. He wag an emazing kid -~ a straight-A sTtudent, a
good skiery. Like all parents who lose thelr children, his father Tom
has borne unimaginable grief. Somehow he has found the strengih to
honor his son by Utransforming his grief ints actleon., Barlier this
month, He ook a leave of absence from his dob to fight for tougher gun
safety laws. T mray that his oouregs and wisdom will at long last move
this Congress ¢ make common-sense gun leglsiatlon the very next order
of business. (Applause.}

Tom Mauser, stand ap. We thank vou for baing here tonlight.
tApplause.} Tom. TFhank you, Tam. {(Applause.}

e must 8

trengthen our gun lawg angd enforce those already on
the books belier. (Azpls

use, ) Federal gun orime prossoutlionsg are up 16
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parcent since I took office. But we must do more. I propose to hirs
more federsl and local gun prosecutors and more ATF agents to crack down
on illegal qun traffickers and bad-apple dealers. And we must give them
the enforcement Lools thabt they nesd, Lools e trace every gun and avery
bullet wvsed in every guna orime in the United Btaves. [ ask you te help
s oo that, {Applause.i

, Every state ip this country already veguires hunters and
agtomobile drivers to have a license. I think they sught o do the same
thing for handgun purchases. (Bpplause.] How, specifically, I propose
# plan &6 gnsure that all new handgun buyers must £first have & photo
licenss from their state showing they passed the Hrady background cheak

and & gun safety covrse, before they get the gun. I hope you'll help me

paga bhat.in this Congress. {Applause.)

Lispen to this -- listen to this. The scoidental gun rate --
the scocidental gun death rats of children under 15 in the United States
is nine times higher than in the other 25 industrialized gountrias
combined. Now, technologissd now exist that conlid lead to guns that can
only he fired by the adulis whe own them. I agk Qongress te fund
research into smart gun technology. Lo save these children’s lives.
{Applauge.) I ask responsible leaders in the gun indusiry to work with
ug ann smart guns, and other steps to keep guns sut of the wrong hands,
bo keep our children safe,

You know, svery parent I koow worries about the impact of
viglence in the media on thalr children. I want fto beagin by thanking
the entertaioment industry for accepting my challenge to put veluntary
ratings on TV programs angd vides and Internet games, But, frankly, the
ratings are oo numerousz. diverse and goenfusing to bhe really useful o
parents., So tonight, I ask the industry to aptept the First Lady's
shallenge to develeop a aingle wosluntary rating syvsbtem for all children‘s
entertainment that is easier for parents to understsnd and enforce.
(Applause.) The steps I outline will taks us well on ovr way e making
America the safest big country in the world,

Now, to keep sur historic econaomic expansion going -- the
subject of a lor of discussion in this community and others -- | believe
we nged a 2ist century revolution Co open new markets, start new
businesses, hire new workers right here in fuwerica -~ in our inner
givies, poor rural aress, and Hative Americsn reservations.  (Applaunse.)

CGur nation's presperity hasn’t yet veached these places. Oveér
the lest siz months, I'we traveled to g 1ot of them, joined by many of
you, and many far-sighted husinezs peoples, o shine & spotlight on the
gnormeus pobtential in communities from Appalschis to the Mississippl
Pelta, from Watts to the Pine Ridge Resorvatlon. Everywhers I g,
meet talented people eager for opportuniiy, and able to work, Tonight I

ask you, let's put them to work. (Applause.} For business, it‘s the
smart thing to do, For America, it's the right thing to de. And lst me
ask you something -~ Lf we don't do this now, when in the wide world

will we ever geb around Lo it?  {Applauss.)}

80 I ask Congress (o give businenses the same incenbives to
invest iu America’s new markeis they now have Lo invaest in markeis
oversess. {Applause.} Tonight, I propose & large Hew Markets tax
credit and other incentives Lo spur $22 billion in private-secter
capital Lo create new businesses and new invesicents in sur inner glilies
an¢ rural areas. (Applavse. )

Because smpowarment zones have besn ocresating thegs
epporiunizies for five years now, I also ask yon to increasgs incertlves
Lo invest in therm and Lo create more of them. (Applause.;

And let me say o all of you again what T have tried to say at
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every turn -=- this is not a Democratic or a Republican issue. Giving
people a chance teo live their dreams is an American issue.” {(BApplause.)

Mr. Speaker, it was a powerful moment last November when you
joined Reverend Jesse Jackscon and me in your home state of Illineis, and
committed te working toward cur common goal, by combining the best ideas
from both sides of the aisle. I want to thank you again, and toc tell
you, Mr. Speaker, I look forward to working with you. This is a worthy,
joint endeavor. Thank you. {Applause.}

I also ask you to make special efforts to address the areas of
our nation with the highest rates of poverty -- our Native American
reservations and the Mississippi Delta. My budget includes $110-million
initiative to promote economic development in the Delta, and a billion
dollars to increase economic opportunity, health care, education and law

enforcement for ocur Native American communities. (Applause.] In this
new century -- we should begin this new century by honoring our historic
responsibility to empower the first Americans. (Applause.} And I want

to thank tonight the leaders and the members from both parties who've
expressed to me an interest in working with us on these efforts. They
are profoundly important.

There's another part of our American community in trouble
tonight -- our family farmers. When I signed the Farm Bill in 1996, I
said there was great danger it would work well in good times, but not in
bad. Well, droughts, floods, and historically low prices have made
these times very bad for the farmers. We must work together to
strengthen the farm safety net, invest in land conservation, and create
some new markets for them by expanding our programs for bio-based fuels
and products. Please, they need help -- let's do it together.
(Applause.) .

Opportunity for all requires something else today =-- having
access to a computer and knowing how te . use it. That means we must
close the digital divide between those who've got the tools and those
who don't. [Applause.)

Connecting classrooms and libraries to the Internet is
crucial, buf it's just a start. My budget ensures that all new teachers
are trained to teach 21st century skills, and it creates technology
centers in 1,000 communities to serve adults. This spring, I'll invite
high-tech leaders to join me on another New Markets tour, to close the
digital divide and open opportunity for our people.

I want to thank the high-tech companies that already are doing
so much in this area. I hope the new tax incentives I have proposed
will get all the rest of them te join us. This is a national crusade,
We have got to do this, and de it guickly. (Applause.}

Now, again I say to you, these are steps, but step by step, we
can go a long way toward our goal of bringing opportunity to every
community.

. To realize the full possibilities of this economy, we must
reach beyond our own borders, to shape the revolution that is tearing
down barriers and building new networks among natlions and individuals,
and eccnomies and cultures: globalization. It's the central reality of
our time.

Of course, change this profound is both liberating and
threatening to people. But there's no turning back. And our open,
creative society stands to benefit more than any other -- if we
understand, and act on, the realities of interdependence. We have to be
at the center of every vital global network, as-a good neighbor and a
good partner. We have to recognize that we cannot bulld our future
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without helping others to build theirs.

The Eirst thing we havae gob Lo do s to forge & now gonsensys
on trade. How, those ¢f us who believe pascsionately ln the powsr of
open trade, weé have teo ensure that i1t 1lifts hoth our living standasds
and our values, npever tolerating abusive child labor or & race to the
bottom in the environment and worker protection. But others sust
recognize that open markets and rule-based trade are the best enginaes
we know of for raising living standards, reduging global poverty and
gavironmental destruction, and assuring the free flow of ideas.

I pelieve as strongly tonight as 1 did the first day I got

herg, the only directiopn forward for Amerigs on trade -~ the only
direction for America on trade is to keep going .forward. 1 ask you o
help me forge that gonsensus. {(Applause.}

¥e have to make developing sconomlies pur partners in
prosperity. That's why I would 1ike to ask you agaln to finelize our
groundpreaking African and Caribbean Basin trade inifiatives.
{Applause. ]

Bat globalization is about more than economics. Qur purpoge
must be to bring together the world arcund freedom and demogracy and
pease, and to oppose those who would kesr it apart. Here ars the
fundamental ohallenges I believe America must mest to zhaps the 21st
century world,

First, we must continue to encourage our formsr adversariss,
Russiz aind China, to emerge as stable, prosperous, damocratie nations.
Roth are heling held hack teday from reaching thelr full potential:
Rugsia by the legacy of aommunism, an aoonomy in turmoil, & orwel and
salf-defeating waxr in Chachnya; China by the iliusion that it gan buy
stability at the sapanze of fresdom.

But think how much hasg changed in the past decade: 5,000
former Sovietl nuclear weapons taken oult of commission: Rusglan soldiers
actially serving with ours in the Balkans; Russian paeople electing thelir
leaders feor the first time in a theusand years; aad Ln China, an economy
more open to the world than ever before. - .

£ coursze, no one, not @ single parson in this chamber
tenight, can know for sure what direction these qreat nations will take,
But we do know for sure that we can choose what we do.  And we should do
averything in osur power te increase the chance that they will choose
wisaly, to he constructive members of cur glebal community.

That's why we should support thoese Russians who are struggling
for = dempcratic, prospercus future; continus to reduce both our nuglear
arssnalg; and help Russia o szafsguard weapons and materials thats
remaif.

Angd that's why I belileve CTongress should support Lhe agreement
we negotisted to bring China into the WTO, by passing Permanant Normal
Trade Relations with China as goon as possible this year. (Applauss.i

I think yeou ought to do it for twg reasons. First of all, our
markets are already open to Chinay this agresment will open China's
markets to us. -{Applause.} And, second, it will plainly advance the
cause of peage in Asia and promote the cause of change in Ching. No, we
don't krnow whers it's going. BAll we can do is degcide what we're going
to do.  But when sl is saild and dons, we need Co know we did evervihing
we pogsibly could fe maximize the ehance that China will ¢hoose the
right fubture. {(Applause.)

A osecond challenge we've 40t is to protedt our own sacurity
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from conflicts that pose the risk of wider war angd threaten ocur common
bhumanity. #We can't preavent gvery conflict or ston svery ouirags.  Bub
whnare our interasts srs st stake and we can make a difference, we should
be, and we must ¢, peacemskers.

He should be proud of our rele in bringing the Middle Fast
closer £o 3 lasting peace; bhullding peace in Horthesyn Ireland: working
for peace in Bast Timor and Africa; promoting reconciliation between
Sreece and Turkey and in Cyprus; working teo defuse these crises batuwaen
India and Pakisitan; in defending homan rights and religious freedss.

End we should e proud of the men and women of our Armed Forces and
those of cur sllies who stopped the ethnic cleansing in Kosovo, ensbling
a million psople to return te their homes. (Applause.)

When Siobodan Milosevic unleashed his terror on Kosove,

Captain John Cherrey was one of the brave alrmen who turned the tide.
And when another American plane was shoib down over 3erbia, he flew into
the teeth of enemy aly defenses to bring hisg fellow pilot home. Thanks
to our Armed Forzes' skill and bravery, we prevailed in Kosove withoutb
losing & single American in combat. {8pplause.} I want o introduce
Captain CTherray Lo you. ¥We honor Captain Cherxrey, and wa promise you,
Captain, we'll finish the ich you began. Stand up 30 we Can see you.
iApplause.} '

B third challenge we have is o keep this inexcorable march of
technolegy from gliving tergorists and potentially hostile nations the
means to undermine our defenses. Keep in mind, the same technological
advances that have ghrunk cell phones to fit in the palms of cur hands
can also make weapons of terror sasler to cunoesl and essier to use.

We must meet this threat by making effective sgresmenis to
restrain nuclear and missile programs in Horth Koves; corbing the flow
of lethal technology to Iran; preventing Irayg from threatening its
neighbors; increasing our praparsdness againgt chemical and biological
avrtack;, proteciing our wital computer systems from hackars and

Ceriminals; snd developing 3 systen to defend agalnst new nissile threats

-~ while working Lo presorve our ABM missile btreaty wiih Russie. We
must do all these things. ’

I predict to you, when most ¢f us are long gone, but some time
in the next 10 ta 20 years, the major security threat this country will
face will come from the enewies of the natien gstate: the
narae-traffickers and the terrgrists and the organized ¢riminals, who .
will be organized tugether, working together, with increasing sccess o
gver-more sophlsticated chemical and bilological wsapons.

Angd T want to thank the Partagon and others for doing what
they're doing right now Lo try to help protect vg and plan for that, 30
that cur defenses will be sirong. I ask for your suppert to ensurs thay
can succased. {Applause.l

T alkse want to ask you for a construgiive bipartisan dialogue
this year Lo work Lo bBuild & consensus which I hope will eventually lead
ro the ratification of rhe Comprehensive Nuclear Test Ban Treaty.
{Applause.)

I home we can alse have a constructive effort to meey the
challenge that is presented (o our planet by the huge gulf betwean rich
and poor. HWe cannot accept a world in which part of humanity Iives on
the cutting edge of a new economy, and the rest ilive an Lhe bhare edge of
survival. I think we have ts do our part to change that ~~ with
expanded trade, expanded ald, and the expansion of freedom.

Trls is interasting ~— from Higerla tveo Indonesia, more people
act Lhe right to choose Uhelyr leaders in 1989 than in 1883, when the

E
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Berlin Wall fell. We've got to stand by these democracies -- including,
and especially tonight, Colombia, which is fighting narco-traffickers,
for its own people's lives and our children's lives. I have proposed a
strong two-year package to help Colombia win this fight. I want to
thank the leaders in both parties in both Houses for listening to me and
the President of Colombia about it. We have got to pass this. I want
to ask your help. A lot is riding on it. And it's so important for the
long-term stability of our country, and for what happens in Latin
America.

I also want you to know I'm going to send you new legislation
tc go after what these drug barons value the most -- their money. A&nd I
hope you'll pass that as well. (Applause.) '

In a world where over a billion people live on less than a
dollar a day, we also have got to do our part in the global endeavor to
reduce the debts of the poorest countries, so they can invest in
education, health care and economi¢ growth. That's what the Pope and
other religiocus leaders have urged us to do. And last year, Congress
made a down payment on America's share. I ask you teo continue that., I
thank you for what you did, and ask you to stay the course., (Applause.)

. I also want te say that America must help more nations te
break the bonds of disease. Last year in Africa, 10 times as many
people died from AIDS as were killed in wars -~ 10 times. The budget 1
give you invests $150 million more in the fight against this and other
infecticus killers. And today, I propose a tax credit to speed the
development of vaccines for diseases like malaria, TB and ARIDS. I ask
the private sector and our partners around the world to join us in
embracing this cause. We can save millions of lives together, and we
ought to de it. (Applause.)

I also want to mention our final challenge, which, as always,
is the most important, I ask you to pass a national security budget
that keeps our military the best-trained and best-equipped in the world,
with heightened readiness and 2lst century weapons; which raises
salaries for our servicemen and women; which protects our veterans;
which fully funds the diplomacy that keeps our soldiers out of war;
which makes good on our commitment to pay our U.N. dues and arrears. I
ask you te pass this budget. {Applause.)

I alsc want to say something, if I might, very personal
tenight. The American people watching us at home, with the help of all
the commentators, can tell from who stands and who sits, and who claps
and who doesn't, that there's still modest differences of opinion in
this room. (Laughter.) But I want to thank you for something, every
one of you. I want to thank you for the extraordinary support you have
given -- Republicans and Democrats alike -- to our men and women in
uniform. 1 thank you for that. {Applause.}

I also want te thank, especially, two people. First, I want
te thank our Secretary of Defense, Bill Cchen, for symbolizing our
bipartisan'commitment to national security. Thank you, sir.

{Applause.} Even more, I want to thank his wife, Janet, who, more than
any other American citizen, has tirelessly traveled this world to show
the support we all feel for our troops. Thank you, Janet Cohen. I
appreciate that. Thank you. (Applause.}

These are the challenges we have to meet so that we can lead
the world toward peace and freedom in an era of globalization.

I want te tell you that I am very grateful for many things as
President. But one of the things I'm grateful for is the opportunity
that the Vice President and I have had te finally put to rest the bogus
idea that you cannot grow the economy and protect the environment at the
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same time. (Applause.}

As our economy has grown, we've rid more then 500
neighborhouds of toxic waste, ensured cleaner air and water for millions
of paople,. In the past three months alone, we've halped preserve 40
million acres of rosdless lands in the netional forests, created three
new nabional monumants.

Byt 83 our communities grow, our ¢ommitment to conservabion
must goentinue Lo grow. Tonight, I propose oreasting a permanent
canservation fumd, 1o restore wildlife, proteot comstlines, save natural
treasures, from bhe California redwoods to the Florida Everglades.
{Appiauss.}

This Lands Legacy endowment would rgpresent by far the most
enduring investment in land preservation ever proposed in this House. I
hope we can get togesther with all the people with different ideas and do
this. This i3 a gift we should give to our children and our
grandchildren for all time, across party linss, We <an make an

agreement to do thls. (Applause.)
Last year, the Vice President launched a new effert to make
communicias mera liberal -- livable -~ (lawghter) -- liberal, I know.
{Laughter and appliuvse.; Wait a minute, I've got a punchline now. .

That's this year's agencda; last vear wag livable, right? (Launghter.)
That's what Sensator Lokt is going o say in the commentary afterwards.
{Laughtey.} To make our communities more livable. This is big
business. This is & big isgue, Ehat does Lhat nmean? You ask anybody
that lives in an unlivable community, and they®ll tell vou. They want
thelr kids o grow up next Lo parks, not parking lots; the parents doen't
have to sperncd all thaelr time stalled in vraffic when they could v hamg
with their ohilidren,

Tondght, I ask you To sepport rew funding for the folluowing
things, to make American communities for liksral -- livable. {Laughter
and applause.) I've done pretty well with this speech, but I can’t say
that.  (Applauss.)

$ne, I want you to help us te do three things. We need mors
funding for advanced transit systems. {Applause.) We need more funding
for saving open spaces in places of heavy development. (Applause.} And
we pasd wmore funding -- this oughi to bhave bipartisan appeal -~ we heed
more funding for helping mador cities around the Great Lakes protectk
thelr waterways and enhance thelr guslity of 1ife. We need these things
angd T want you to belp us.  {Applausa. )

The greestest envirommental c¢hallenge of the new Ccagniury is
giobal wanming., The sclentisis tell ug the 1%%0s were the hotisst
decade of the entire millemnium. If we fsil to reducs fthe salszion of
qreenhouse gases, deadly heat waves and droughits will bagome more
frequent.,, coastal areas will flood, and economies will be disrupted.
That L$ going to happen, uniess we act.

Many people in the United States -~ some people in this
chambgr -~ and lots of folks around the world still belisve you ganact
out greenhouse gas emissions without slowing economic growth. In the
Industrisl Age that may well have been true. But in this digital
egonomy, it is not trus anymore. New technologles make it possible to
cut harmfnl emissions and provide sven more growth.

For example, Jjust last waek, subtomakers ynvelled cars thal get
70 po 80 miles a gallon -=- the frults of a2 undgue research parinership
beiwaen government and industny. And before you Xnow it, efficient
srodection of hio-fuels will glve us the equivalent of hundreds ¢f miles
from a gallen of gaseoline, .
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To spead innovation in these kingd of technologies, I think we
shonld give a sador tax incentive to business for the production of
migan energy, and to famlilies for buying ensrgy~saving homes snd
appliances and the nexi generdation of super-efficisnt cars when they hig
the showrsom floor. 1 also ask the auto industry to use the avallable
technolagies to make all new cars more fusl~efficient zight away.

And I ask this Congress to do something else. Pleass help us
make more of our clean energy technology available to the developing
worled., That will creats cleaner growih sbread and 2 lot more new Jjobs
here in the United States of Americza. (Applause.}

In the new century, innovations in science and technology will
e the key not only to the health of the environmentg, bhut o miraculous
improvements in the qualicy of our lives and advances in the economy.
Later this vear, researchers will complete the first draft of the entire
tuman genome, the very blueprint of (ife. It is lmportant for all our
fallow Americans to recognize thar federal tax dollsars have funded much
of thig research, a&nd that this and other wise investmsnte in sclience
are leading to a revelution in our ability to detect, trsat, and prevent
disease,

For example, ressarchers have identified genss that cause
Parkinsen’s, disbetes, and ¢ceértain kindg of cancer —- they sre designed
precizion therapies that will bleck the harmful effect of these genes
for good. Ressgarchars aslready are using this new technigus Lo target
and dastroy cells that cause hyssst cancer, Soon, we may be able Lo use
it te prevent the onset of Alzhsgimer’s, Scisntists ars also working on
an artificial retina Lo help many blind people to see -~ and listen to
this -- micyorhips that would actually direectly stimoelate damaged spinal
cords in a way that gould allow peopls now paralygzed to stand up and
walk. {Applauvse.)

Thess kinds of innovations are also propeliing our remarkable
prosparity. Information technology only ingludes & persent of ocur
amployment, bub now it oounts. for a4 thirvd of cur economic growbh ==
along with jobs that psy, by the way, sbout 80 percent above the privates
SE0LOr averayge. Again, Wi ought to Reep in sind, govermuest-funded
researoh brought supercomputers, the Internel, and communicuiions
sateiliites inte being. Soon researchers wiil bring us deviges that can
translate foreign languages as fast as you can talk: materials 10 times
stronger than sieel at a fraguion of the waight; and -~ this is
unbelievable to me ~- molecular compoters the size ¢9f a tear drop with
the power of today's fastesy supsrgomputers.

To aggelerate the march of discovery agress all these
disgiplines in stience and technology, I &#sk you 4o suppert ny
recommendation of an unprecedsnted #23 billion in the 2ist Ceniury
Research Pusd, the largest ingrease in ‘civilian research in a
generation. ¥We owe lt e our future. (Applause.}

Mow, Lhese new breakithroughs have to be used in ways thab
reflect our values. Filrst and Fforamost, we have to safeqguard gur
citizens' privacy. Last year, we proposed to protect evary citizen’s
madical record. This vear, we will finalize those rules. ¥We'vs also
taken the first steps o protect the privacy of bank and crediy gard
pecords and other financial statements. Hoon I will send legisglation to
you o fipigh that job, We must slso acht to prevent any genetic
diserimination whatever by ezplovars or insurgrs. I hope you will
supneyh thav., {Applause.!

. These steps will allow us Lo lead toward the far frontiers of
zgrience angd vechnolegy. They will enhance our health, the envizonment,
the econsmy in ways we oan't sven imagine todsy., But we ail know bhat
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at a time when sgienge, technology snd the forces of glebalization axe
bringing so many changes inte a1l ouvr lives, 1¢'s more important than
ever that we strengthen the bonds Lhat roobk us in our Iocal communitles
and in our national community.

No tie bhinds different people together like citizen sarvice.
There's a new spirit of service in America -- a movement we've tried Lo
suppors with AmeriCorps, expanded Paage Corps, unpreocedented new
partnerships with businesses, foundations, community goouns.
Bartoerships, For exasmple, like the one that enlisted 12,000 compsnies
which have now movad &850, 000 of our fellow citizens from welfare Lo
work. Partnesships o battle drug abuse, AIDE, teach younyg people Lo
read, save America’s Lrsssurses, sitrengthen the arts, fight teen
pregnancy, pravent violencs among young people. promote racial healing.
The Amsrican veople are working together.

But we should do more to help Americans help each other.
‘irst, we should help falth-baged organizations to do mere to fight
povarty and drug abuse, and help people get back on the right track,
with initiatives like Second Chance Homes that deo so much to help unwed
teen mothers. Second, we should support Americans whe tiths and
contribute te¢ charities, but don't sarn ensugh to tlaim g féx deduotion
for it. (Applause.} Tanight, ! propose new tax incentives that would
allow low- aml middle~income citizens who don’t itemize to get Lthat
deduction. It's nothing but fair, and it will get more people ¢ give.
{Applauvse. ]

We should o more $o help new immigrants to fully participste
in our commurdity. That's why I recommend spending mors to teach thew
civices and English. And since svervbhody in our community counts, we've
oot Lo make sure ewvervong is counted in this year’s census.  {Applanse.)

Rivhin 10 vears -~ 3ust 10 yeézrs -- there will be no majority
race in our largest state of Californis. ~In a little more than 50
years, there will be no maiority race in Bmerica. In a more
interconnected world, this diversity can be our greatest strength. Just
look around this chamber. Look around. We have members in this
Congress from virtually every racial, ethnic, and religious background.
Arg T think you would agree that America is stronger because of itf.
{Applause.)

You also have to agree that all those differencaes you just
clapped for all teo often spark hatred and division aven here abt home.
Just in the last couple of years, we've ssen a man dragged to death in
Texas just because he was hlack., HWs saw a young man murdered in Bvoming
just because he wag gay. Last year, we saw the shootings of Afrisan
Americans, Asian Bmericens, and Jewish children just because of who they
wera. This is nobt the BArmerican wey, and we must draw ths line.
{Applause.}

I a3¥ you to deoaw that line by passing without delay the Hate
Crimes Prevention Boet and the Employment Hon-Discrimination Ack.
fApplause.} And I ask you Lo reaubthorize the Viclence Agzinzt Women
Eot. lApplause.}

Finally tftonight, I propose the largest-ever lhvestment in onr
eivil rights laws for enforcsment, because no Amsrican should be
subjigctad o disgriminavion in finding a homz, getting a job, going to
3choal, or securing & loan. Frotegtions in law should be protectisns in
farr. i{Applause.i

Last Februatry, because I thought this was so importank, I
created the White House Dffice of One America to promote racial
reconciliiation. That's what one of my perscnal heross, Hank Raren, hasg
done 21l his iife. From his days ag our all-time home run king to hisg
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retsent acts of healisg, he has always brought people togethsr., Wa
should fcilow his example, and we'rs honcred Lo have him with us ‘
tonight. rand up, Hank Azzon. {(Applavse.}

I just wanit bo 2ay ong mere thing aboul this, asd I want every
ong of you to think about this the next time you get mad i one of your
collieagues on the obher side of the aisie. This fall, at the Whits
House, Hillary had one of her millennium dinners, and we had this very
distinguished scientist there, who iz an expar:z in this whols work in
the human genome. Angd he saild that we are all, regardlsss of race,
gerefically 99.% percent the =anms.

How, wvou may find that uncomfertable when you look arcund
here. {[Laughter.) But it is worth remembering. We can laugh about
this, but you think shout it. Modern scisnce has confirmed what angient
faivha has alwseys taught: the most important fact of life 1s our common
humanliy. ‘Therefore, we should do more than just tolearate qur diversity
-- we should honor it and celebrete 3L, (Applause.}

My fellow Americans, every time I propare for the State of the
Unien, I approach it with hope and expectation and axcitement for owy
navion. But bonight is very special, because we stand on tLhe mountain
top of 2 new millennium, Behind us8 we can look back and sse the great
expanse of American achievement; amrd before us we can sse sven greptsr,
grander frontiers of possibility. We should, all of us, be fillsd with
gratitude and humility for our present progress and progperity. We
should be filled with awse and joy &t what lies over the horizon. And we
should be filled with absolute detarmination to make the most of it

Yau know, when the framers finished crafting our Constitution
in Philadelphiz, Bendjamin Franklin stood in Independsnce Hall and ha
reflected on wthe carving of the sun that was on the back ¢f & chair he
saw. The sun was iow on the horizon., 0 he sz3ig this -~ he said, "I'wve
often wondered whether that sun was rising or setting.. Today,® Franklin
said, "1 have the happiness to know it's & rising sun.” Today, because
gach succesding generation of Americans has kept thae fire of freadon
purning brightly, lighting theose frontiers of possibility, we all still
bask in the glow and the warmbh of Mr. Franklin’s rising sun. '

After 224 years, the American revolutios continues., %We remailn
a new natlon. And as long as our dreams outweigh our mensries, America
will be forever younyg.  That is our destiny. Amd this is our moment.

Thank vou, God bless vou, and God bless America. {(Applause.)

EHD 11:08 B.M, EST
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THE WHITE HOUSE

Qffice of the Press Secreiary

For Imuediaste Release January 13, 1395

PRESIDENT WILLIAM JEFFERSON CLINTOH
STATE OF THE UNION ADDRESS

United Btates Capitol
Washington. D.C.

9:10 P. M. EST

THE PRESIDENT: Mr. Speaker, Mr, Vvice President, members of
Congress, honored guests, my fellow Americans: fTonight, I have the
honor of reporiing o you on the 2tate of the Union.

Let me begin by saluting the new Bpeaker of the House, and
thanking him, espacislly tonlght, for extending an inwitation te two
special guests sitting in the gallery with Mrs. Hastert: Lyn Gibscon and
Wel Linyg Chestnut are the widows of the two brave Capiteol Hill poelice
cfficers who gave thelr lives to defend freedom's house. (Applause.)

Mr. Spaaker, at your awearing~in, you asked us all to work
together in & apirit of civility and bipartisanship, Mr. Speakern,
let's do exactly that. (Applause,}

Tonight, I stand before you to report that America hag creazied the
longest peacetime economic expangloen in cur history — {Applause) -~
with nearly 18 million new joba, wages rising at more than twige the
rate of inflation, the highest home cwneraship in history, the msslilest
walfare rolls in A0 years, and the Lowest peacetime unempleyment since
i8%7. (Applause.}

For the first time in three decades, the budget is balarced.
{Applause.} ¥From a deficit of $39%0 billion in 1892, we had a surplus of
$70 billicn last year. And now we are on course for budget surpluses
for the next 23 years. (Applause.}

Thanks to the pioneering leadership of all of you, we have L{he
lowest vielsnt crime rate in a quarter gentury and ths gleanest

.environment in a quarter sentury. America is a strong force for peace

from Northern Ireland Lo Bosnla to the Middle East,

Thanks to the leadership of Vice President Gore, we have a
government for the Information Age, Once again, a goverrument that isg z
progressive instrument of the common good, rootad in our eldest valuss
of cppurtunity, responsibility and community:s deveted to fiscal
responsibility: determined to give our peeple the tosols they need to
make the most of their pwn Lives in the Zist ¢entury —- a 218t century
government for 21st century America.

My felliow Americans, I stand bpefore you tonight to report that the
state of our union is strong. (Rpplause.)

Mmerica is working again. 7The promise of our future is limitless.
But we gannot realize that prumise if we aliow the hum of our prosperity
toe lull us into complacency. How we fare as a natlon far inte the ZJlst
century depends upon what we o as a nation today.
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B¢ wiih our budgel surplus growing, our ecpnomy expanding, owr
confidence rising, now is the mement for this generation Lo meet our
histeric responsibiiity to the 2ist century,

Our fiscal discipline gives us an unsurpassed cpportunity to
address a remarkable new ¢hallenge -- the aging of America. With the
number of elderly Americans set to double by 2030, the baby boom wilil
begome a senior haom, 8z first, and above all, we must sava Sozial
Becurity for the 21st century. (Applause.)

Early in this gentury, baing old meant belng poor. When Pregident
Roosevelt created Soclial Security, thousands wrote to thank him for
eliminating what one womsn called the *stark terror of penniless,
helpless old age." Even today, without Social Zecurity, half our
nation’s elderly would be forced into poverty.

Today, $ecial Security is strong. But by 2013, payroll taxes will
no longer be sufficlenl Yo cover moathly paymenis. By 2032, the trust
fund will be exhausted and Social Security will be unable to pay the
full benefits clder Americans have been promised.

" The best way to keep Social Sacurity a rock~solid guarantee is not
te make drastic cuts in benefits, not to raise payroll tax rates, not o
drain regfourpesd Lrom Soeclal Security in the name of saving it, Instead,
I propuse that we make an historic decision to invest the surplus to
gave Soclal Security. {Applause.)

Specifically, I propose that we commibt €0 percent of the budget
surplus for the next 15 years to Bocial Security, investing a small
portien in the private sactor, just as any private or state government
pension would do. This will ecarp & higher return snd keep Social
Security sound for 5% vears.

But we mast aim higher. We should put $ocial Security on a scund
footlng for the next 75 years. We should reduce poverty among elderly
wonen, who are nearly twice as Likely to be poor as our siher senlors.
{Applause.} And we should eliminpnate the limits on what seniors on
Social Securify can earn. {(Applause,)

Now, these changes will reguire difficult but fully achievable
cholces ¢ver and above the dedication of the suxplus. They nust be made
on a bipartisan basis., They should be made thig year. 5o let me say Lo
you tanight, I reach out my hand to all of you in hoth Houses, in both
parties, and ask that we join together in saying te the American people:
We will save Social Segurity now. {Applause.}

How, last year we wisely reserved all of the surplus untll we Kknew
what it would take to save Sccial Securily. Again, I say, we shouldn't
spend any of it - not any of it -~ until after 2ocial Becurity is trpuly
saved. First things first., {Applause.}

Second, osnce we have szaved Sgolal Security, wa must fulfill our
ohligation t6 gave and improve Medicare. Already, we have extended the
1ife of the Medicare trust fund by 19 years -~ bubt we ghould sxtend it
for at least another decade. Tonight, I propese that we use one oub of
every 56 in the surplus for the next 13 years Lo guaraniee the goundness
of Maedicare until the year 2020. {Applause.)

But, agaln, we should aim higher. We must be willing teo woxk in a
bipartisan way and look at new ideas, including the uapcoming report of
the bipartisan HMedicare Commisgion. If we work togather, we ¢an secure
Hedicare for the next two decades and ¢over the greatest growing nesd ef
seniors ~- affordable prescripiion drugs. {Applause.}
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Third, we must heip all Americans, from their first day un the deob
-~ Lo save, to invest, to <reate wealth. From its beginning, Americans
have supplemented So¢ial Securlty with private pensiens and savings.
Yat, today, millions of people retire with litile to live on uiher than
Sacial Security. Americang living longer than aver simply mug: gave
mars than ever,

Therefore, in addifion to saving Social Security and Medicare, I
propose a new pension initdative for retirement security in the 21lst
century. T propose that we use a little gver 11 percent of the surplis
to eatabliabh universal zavings accounts -~ USA accounts ~- bo glve all
Anericans the means to save. With these new acgounts Americang can
invest as they choose and raceive funds {o match a portion of thelr
aavings, with extra help £or those least able to save. USA sscounts
will help all Mmericans to share in our nation's wealth and to enjoy a
mere sscure retirement. I ask you to support them. (Applauge.]

Fourth, we must invest in long~term care. {Applause.} I propase
2 tax zredit of $1,600 for the aged, ailing or disabled, and the
families who care for them. Long-term ¢are will become a higger and
bigyger challenge with the aging of Americs, and we must do more to help
our famiiles deal with it. {Applause.}

I was born in 1346, the first year of ihe baby boom. I can tell
you that one of the greatest concerns of our generation is our absolute
determination not to let our growing old place an intolerable burden on
our children and thelr abllity to raise our grandchildren., Our economis
success and our fiscal discipliine now give us an opportunity to 1lift
that burden from their shoulders, and we should take it. {Applause.)

Saving Social Security, Medicare, vreating USA acoounts -+ this is
the right way to use the surplius. If we do 80 ~— 1f we do so -— we will
still have resources to meet criticsl nesds in education and defense.
And I want to point out that this proposal is fiscally sound. Listen to
thig: If we set aside 60 parcent of the surplus for Sscial Seeurity and
16 petcent for Medicare, over the next 15 years, that saving will
achieve the lowest level of publicly-held debt since right bhefore World
wWar ¥, in 18317. {Applause.)

5o with these four measures -~ saving Scecial Segurity,
strengthening Medicare, astablishing the USA accounts, supporting
long-term care -- we ¢an begin to meel our generation's historic
responsibility to establish truse ssgourity for 2ist gentury senlors,

Now, there are mote children from more diverss backgrounds in our
public schools than at any time in our history. Their education must
provide the knowledge and nurture the creativity that will allow cur
entire nation to thrive in the new economy.

Today we oan say something we couldn*t say six yvears ago: With
tax credits and moere affcrdable student loans, wWith more work-study
grants and more Pell grants, with edugation IRAs and the new HOPE
Schelarship tax cut that more than five milliion Amerlicans will rezeive
this year, we have finally opened the Hoors of college Lo all Amerigans.
{hpplause.) ’

¥ith our support, nearly every state has seft higher academic
standards for publlic schools, and a voluntary natlional test is being
doeveloped Lo measure the progress of our students. With over §1
billion in discounts available this year, we are well on our way to our
goal of comnneclting every classroom and library to the Interneb.

Last fall, you passed ourp propesal to start hiring 100,000 new

teachers to reduce class size in the esarly grades. HNow I ask you Lo
finish the job. (Applause.)
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You know, our children are dsoing better. 3AT scores are up; math
scores have risen in nearly all grades. But there's a problem, While
our 4th graders outperform their peers in @ther geuntries in math and
science, our Sth graders sre around average, and our 12th graders rank
siear the botlom. We must do better. Now, each year the national
government investd mors than $15 biliion in our public schoels. &
helieve we must change the way we lnvest that money, te support whai
works and to stop supporting what doea not work. (Applause.)

First, later this year, I wiil send Lo Congress a plan thait, for
the first time, helzds atates and sehool districts accountanle for
prograsa and rewards them for resuylts. My Lducation Regountabiliiy Act
will require svery schoel district recaiving federsl help teo take the
following f£ive steps.

Figsat, all schools rust end social promoblon. ispplause.} No
<hild should graduate from high schocl with a diploma he or she gan't
read. We do our children ne favors when we alloew them ¢ pass Irom
grade ts gracde without mastering the material.

But we can’t just hold students back because ihe system falilz
them. S¢ my balanced budget triples the funding for summer school and
after-schoel programs, to keep a million children leapning. {Applause.}

How, 1if you doubt this will work,” iusi look at Chigago, which
ended scclal promocion and made summer aschool mandstory for those who
don't master the bagius. Math and rpeading scores sre up thrae years
running -~ with soeme of the biggest galas in some of the poerest
neighborhoods. It will work, and we should do Lt. {Applause.)

Second, all astates and schoel districts must turn arcund their
worst-performing schoonls -~ or shut them down. (Applausz.}! Thall's the
policy established in North Carclina by Sovarnor Jim Hunt. North
Carolina made the bigoest gains in- test scores in the nation last year.
Gur budget includes 5208 million to help states turp around their own
falling =sthools.

Third, all states angd scheol districts must be held responsible
foer the guality of their teachers. The great majezity of sur feachers
do a fine job. But in too many schools, teachers don't have college
majors =« Or even minors -- in the subjects thay teach. Hew teachers
should be reguired to pasa performancge exams, and all teachers should
know the subjects they're teaching. tApplause.} This vear's
balanced budget contains rescurces to help them reach higher standards.

And te attragt talented young teachsrs to the toughest
assignments, I recommend a sixfold insrease in ocur program for ¢oilege
sicholarships for studentis who commit to teach ln the inner sities and
isclated zural areas and Indian communities. Let us bring excellence in
every part of America, {Applause.]

Fourth, we must empower parsnts, with more informatieon angd more
choices. In too many communities, it's easier te get information on the
guality of the jocal pestaurants than on the guality of the local
gchools. Every school distriot should issue report cards on every
sghool., And parents should be given more choises in selecting thelir
public schools. {Applause.)

When I becams President, there was just one independent public
charter school in all America. With our support, on a bipartisan basis,
today bthere are 1,105, My bhudge:r assures that eazly in the next
¢gentury, there will be 3,000. ({(Applause.}

Fifth, to assure that our classrooms are truly places «f learning,
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ang Lo respond to whal teachers bave bheen asking uz to do for vears, we
should gay that all states and school districts must bobh adopt and
impiement sensible discipline poelicies. {Applause.)

Now, let's <o one more thing for our children., Today, oo many of
our schools are 50 old theytre falling apart, or so Geet-crowded
students are learning in trailers. Last fall, Congress missed the
opportunity te change that. This year, with 33 million ohildren in our
schoels, Congress must nobk mias that opportunicy again. I ask you to
help our communities build or modernize %¥,000 scheols. (Applause.}

If we de these things -- end gecial promoctions turn around failing
schools; build modern ones; support gqualifisd teachers; promote
innevation, competition and disceipline ~— then we will bagin to mesl our
generation's historic responsibility to ¢reate 21st century schools.
{Applause.}

How, we also have to do more to support the millicns ¢f parents
wha give their a13 every day at home and at work. The most basic toel
¢f all 18 & decent income. Ho let's raise the minimes wage by a dellar
an hour over the next two years. {(Applause.) And let's make sure that
women and men get egusl pay for egual work by zirengthening enforcement
of equal pay laws. {Applause.}

That was ancouraging. you know., {Laughter.} There was more
valance on the geats. I like that. Let's give them a hand. That’'s
great. {Applaunse.]

working parents also neesd quality ¢hild care. {Rpplause.} 3o,
again this vear, I ask Congress Lo suppori our plan for tax crediis and
subsidies for working families, for improved safety and quality, for
expanded afterw-sehool programs. And cur plan alse includes a new tax
credit for stay-at-~home parents, too. They nesd support, as well.
{hppleuss.)

Parents should never have L0 worry about choosing between thair
children znd thelr work. MNow, the Family and Medical Leave Act -- the
very first Bill I signed into law —— has how, singe 1993, helped
millions and miliions of Amsricans to care for a newborn baby or an
ailing pelative without risking thelr Jjebs., T thirk it's time, with all
the evidence that it has been 30 lititle burdensome to amployers, Lo
extend Family fLeave Lo 1¢ miilion more Americans working for smsller
companies. And I hepe you will support it. {Applause.)

Finally on the matter of work, parcents should never have to fave
discrimination in the workplace. 56 I want to ask Congress to prohibit
companies from rafusing to hire or promote workers simply because they
have children. That is not right. {(Applause.}

Bmerica’s families deszrve the worzld’s best medical zare. Thanks
to Ripartisan federal support for medical research, we are now on tha
vergs of new Lreatmenty to prevent or delay dissases from Parkinson's o
Alzheimer's, to arthritis to cancer. Bub ag we continue our advances in

" medical sclence, we can't let our medical system lag behind. Managed
care hag literalliy transformed medicine in America -- driving down
costs, but threatening te dyive down guallity as well,

I think we ought Lo say to every Smerican: You should have the
right fo know all yeur medical eptions -~ not just the cheapest. If you
need a specialist, you should have the right Lo see ons. You have a
right to the nearast emergency care if yeu'lre in an asccident. These are
things that we ought to say. And I think we ought to say, vou ghaulad
nave a right to keep your doctor during a peried of treatment, whether
it's a pregnancy or s chemotherapy treatment, or anything else. I
believe this.
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Now, I've ordered these rights to bhe extentgdsd to the 8% milloen
Americans served by Medicare, Medicaid, and other federal health
programs.  Bub only Congress oan pass a patients’® pill of zights for all
Americans. [Applause,}] HNow, last year, ongress missed that
opportunlity and we must nol miss that opportunity again., For the sake
of our familiesn, I ask ug tp join together across party lines and pass a
stronyg, enforcesble patients® bill of rights, {Appliause.)

Ag more of our medi¢al records are stored electronically, the
threats to all our privacy increase. Because Congress has glven me the
suthority te act if it does not do =so by August, ene way or another, we
cant all say to the Amarican people, we will pretect the privacy of
medical records and we will o it this year. (Applause.}

Now, Lwo years age, the Congress extended health coverage to up to
five million children, How, we should go beyond that. We should make
it essier for small businesses Lo offer heallh inzurance. We should
give peopie hetween the sges of 53 and 65 who lose their health
insurance the chanpce to buy into Medicare. And we should coentinue to
ensure access to family planning.

Mo one should have to choose bebwesen keeping health care and
taking a job. And, therefore, I especlslly ask you tonight to join
hands €0 pass the landmark bipartisan legislation -- proposed by
Senatoers Kennedy and Jeffords, Roth and Moynihan -- to allow people with
disabilities to keep thely healih insurance whan they go to work.
{Applaune.}

¥We nesd to enable our public hespitals, our community, our
university health centers 0 provide baslie, affordable care for all the
millions of working families who den't have any imsurance. They do a
lot of that today, but much more can be donhe. MAnd my balanced budget
makes a good down payment toward that goalx\ 1 hope you will think about
them and support that provizion.

ot me say we must step up cur efforsts to treat and prevent mental
illineas. No Bmericen-should ever be afraid «- sver -- to address Lhis
disease. This year, we will host a White House Conference on Mantal
Health., With sensitivity, commitment and passion, Tipper Gore is
Jeading cur efforts here, and I'd like to thank her for whai she’s done.
Thank you. Thank you. {Applause.)

As everyone knows, our children are targets of a massive media
campaign to hook them on cigarettes. Now, I ask this Congress to
resist the teobacco lobby, to reaffirm the FDA's authority to protect
our ¢hildren from tobacoo, and to hold tobacoe companiexs aaaoanﬁable
while protecting tebacos farmers.

Smoking has cost Lawxpayers hundreds of pillion= of deollars under
Hedicare and other programs. You know, the states have been right about
this -~ taxpayeras shouldn't pay for the gost of jung cancey, emphysema
and other smoking-related lllnesses -~ the tobacca companies should. So
tonight I announce that the Justice Department is preparing a litigation
plan to take the tobacco companies to court -- and with the funds we

recover, to strengthen Medicare. {(Applause.)
Now, if we act in bLhese areas -- minimum wage, family leave, child
care, health care, the safety of our c¢hildren -- then we will bagin to

mest our generation's historic responsibility to strengthen ouxr families
for the Z2ist century.

Taday, America is the most dynamic, competitive, job~ crealing
eoonomy in history. But we can do even bhebter -~ in puilding a 2ist
gentury economy that embraces all Americans.
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Today's income gap is largely & skills gap. Last year, the
Congress passed & law enabling workers to get a skills grant to chaose
Lhe training they need. hnd 1 applaud all of you here whp ware part of
that. This year, I recommend a five-year commitment in the new gystem
g0 that wa can provide, over the next five years, appropriate training
opportunities for all Amerivans who lose thair jobs, and expand rapid
response teams to help all towns which have bean really hurt when
businasses clese. T hope you will suppert this. {(Applause.!

Alse, I ask your support for a dramatic jinpcrease in federal
support for adult literacy, to mount a national campaign aimed at
heiping the millions and miliions of working people whe still gead at
less than a 5Sth grade level, We nzed to do this. {Applause.)

Here's some good news: In the past six years, we have cut the
walfare rolis nearly in half. (Applause.) Twe yvears ago, fpom this
podium, I asked five companies te lead a national effort to hire peopla
off welfare. Tonlght, sur Welfare o Work Parkoership incliugdes 106,008
companiez who have hired hundreds of thousands of pecple, BAnd our
balanced budget will help another 200,008 paople move ¢¢ the dignity and
pride of Wwork. ¥ hope you will suppornt it. (Applause.}

We must do more to bring the mpark of private enterprise to every
corner of America -~ to build a bridge from Wall Street to Appalachia o
the Mississippl Delta, to cur Hative American communities -« with more
suppart for community development banksa, for empowerment zeones, for
100,689 more vouchers for affordable housing. And 1 ask Congress o
support our bolid new plan to help businesses raise upg to 15 billion in
private sector capital Lo bring jobs and opportunities to our inner
gities and rural areas -~ with tax cgedits, lean guarantees, including
the new American Private Investment {ompany, moedeled on the Qverseas
Private Invesatment Company., (Applause.) )

Far years and years and years, we've had this OPIC, this Qverseas
Private Investment Uorporation, because we knew we had untapped markets
averseas.. Bub our grestest untapped markets are net overseas —-- they
are right here at home. And we should go after them. (Applsuse.)

We must work hard to help bring prosperity back te the family
farm. {Applause.} As this Congress knows very wall, dropping prices
and the loss of forelgn markets have devastated too many family Farms.
Last year, the Congress provided substantial assistance to help stave
off a disaster in American agriculture. aAnd I am ready to work with
lawmakers »f hoth parties to create a farm safety net that will includse
grop insurance reform.and farm income assistance. I ask you to join
with me and do this, This sheuld not be a pelitical Jssue. Everyone
¥nows what an ecenomic preblem is going on out there in rural Americs
today, and we need an appropriate means Lo address it.  {(Applause.}

We must strengthen our lead in tecnnglogy. It was government
investment that led to the creation of the Intsrnet. I propose a
Z@~percent increase in long-term computing researnch,

We also must ke ready for the 2lst century from its very first
mement, by solving the sc-called YZK computer problem, {Applause.}

We had one member of Congress stand up and applaud. (Laughter.)
And we may have aboub that rabtio out there applawding at home, in front
of their television sets, BRut remember, this iz a big, blg proklem.
Bnd we've been working hard on it.  Already, weive made surpe that Lke
Social Security oheoks will come on time.  (Applause.) Bub @I wanit all
the folks at home listening to this to know that we nesd every state and
iccal government, every business, large and small, to work with us o
make sure thal this Y2K computer bug will be remembersd as the last

122499 3200


http:tiwww.pub.whL!clIOIoSC.govluri.reslU

Bof i4

tatgnfwave pub owhitehouse. goviun-cen o pdiYoma. cop govus/ 1599/ 172071 et

headache of the 20th century, net the first crisiz of the 2lst,
{Appiause.)

For our oun prosperity, we must support economic growth abroad.

You know,. untll recently, a thicd of our economic growth came fxom
exparisf. Bub over the past year and a bhalf, financial turmoll overseas
has put that growth at risk. Today, much 6f the world is in recession,
with Asia hit especially hard. This is the moest geriocus financial
crigis in hall & century. 7To meet if, the inited States angd other
nations have reduced interest rates and strengthened the International
Monetary Fund, And while the turmoil is not over, we have worked very

" hard with other nations to contain it

At the same time, we have to continue te work on the long-term
project, building a global financisl system for the Zlst century Lhat
promotes prosperity and tames the cycle of boom and bust that has
engulfed s¢ much of Asia. This June I will meet with other world
leaders to advance this historie purpose. And I ask all of you to
support our emleavors.

I also ask you to support creating & freer and fairer trading
system for Zist century America. {(Applause.]

I'¢d like to say something really serxious Lo everyone in this
chamber in both parties. I think brade has divided us, and divided
Amevicans outside this chamber, for too long. Somehow we have to find a
cormon grount on which business and workers and environmentalists and
Farmers and government can ztand together. 1 belleve these sre the
things we ought to all agree on. 8o let me tey.

Firat, we ought to tear dowan barylers, open markets, and expand
trade. But at the same time, we must ensure that ordinary citlzens in
all countries actually benefit from trade -~ (Applause.} =~ a trade
that promotes the dignity of work, and the rights of workers, and
protects the environment, We must insist that international trade
crganizations be more open to pubiic scrutiny, instead of mysterious,
secret things subjest to wild criticianm.

¥hen you come right dowm to it. now that the world sconomy ig
becoming more and more integrated, we have to do in .the world whal we
apent, the better part of this cenlury deing here at home., We have gol
te pul & human face on the glebal esvnomy. {Applause.}

we must anforce our trade laws when impores unlawfully flood our

nation. {Applause.! I have already informed the government of Japan
that 1f that nation's sudden surge of steel imperts inte our zountry is
noet preversed, America will respond. (Applause.}

We must help all manufacturers hit hard by the present crisis with
Joan guarantees and other incentives to increase American exparts by
neariy $2 billien. 1I'd like to helieve we can achieve 2 new consensus
on trade, based on these principles. And I ask the Congress again to
doin me in this common approach and to give the President the trade
autbhoriby long used -- and now ovardue and necessary -~ Lo advanee our
prasperity in the 21st century. (Applauss.)

) ronight, I issue 2 ¢all Lte the nations of the world ko dein the
united States in a new round of global trade negotiations o expand
exports ¢f services, manufacturers and farm products. Tonight 1 say we
will work with the International Labor Organization on a new initiative
to raise labor standards sround the world., And this year, we will lead
the interndtional community te cenelude 4 treaty ito ban abusive c¢hild
labor everywhere in the world., {(Applause.]

If we do these things -- invest in ocur people, our communities,
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our technology, and iead in the global esonomy -« then we will begin o
meedh our historic responsibility to build a 21lst century presperity for
Ameriga. '

You know, no nation in history has had the opportunity and the
responsibility we now have to shape 2 world that is more peaceful, more
gseoure, more free. ALY Americans can be proud that our leaziershiy
helped to bring pesce in Northern Ireland. 2All amervicans can be proud
that our leadership has pub Boania on the path to peace. And with our
KATG sllies, we are pressing the Serbian government to stop its brutal

repreasion in Kosove -— {Applause.j —~- to hring those regsponsible to
juatice, and to give the people of Regove ths self-government they
deservs,

All Americans can be proud that osur leadership renewsd hope for
lasting peace in the Middle FRast. Some of you were with me last
December as we watechad the Palestinlan NHational Council completely
rencunce its ¢all for the destruction of Israsl. Now I ask Congress to
provide rescurces so that all parties can implement the Wye Agresment -~
to protecht Iskael's sacurity, to stimulate the Palestinian economy, to
support sur friends in Jordan. We must not, we dare nok, let them down.
Y hepe you will help. (Applause.}

Az we work for peaces, we pust also meet threats to our pation's
security —-- iIncluding increased dangers from cutlaw nhatiens and
terroziam. We will defend gur segurity wherever we sre threatened, ss
we did this summer when we struck at Qsama bin Laden’s network of
.terror. The bombing of our embassies ln Kenya and Tanzania reminds usg
again of the risks faced every day by those whe represent America to the
world, So let's give them the support they nead, the safest possible
workplaces, and the ressurces they must have so America gan conbinue to
lead., (Applauge.}

8& must work to keep terroriszts from disrupting computer networks.
We must work toe prepare local tommunities for biological and chemiual
emargencies, o support research inte vaccines and treatments.

We must increase ocur efforts to resirain the spread of nuclear
weapons and wmissiles, from Kezea to India and Pakistan. We must £xpatd
gur work with Russia, Ukraine, and the other former Soviet nations to
safeguard nuclear materials and technelogy s¢ they paver fail into the
wrong hangds. Oux balansed budget will increase Funding for these
oritvical efforts by aimost two-thirds over the next five years.

wWith Russia, we must continuve to reduce cour nuclear arsenals. The
START 11 trealy and the framework we have already agreed Lo for START
IIT could cut them by 80 parcent from their Cold War height.

It's been Lwo years since I signed the Comprehensive Test Ban
Treary. IFf we don’t do the right thing, other nations won't aither. I
ask the Sanate Lo take this vital step: BRpprove the treaty nouw, to make
it harder for other nations to develop nuclear arms, and to make sure we
can end nuclesr testing forever. {(Rpplause.)

¥or nearly a decade, Irag has defied itg obligations to destroy
ite weapons of Lerror and the missiles to deliver them. BAmerica will
continue to contain Saddam -— and we wiil work for the day when Igsg has
a government worthy of its people. {Applause.;

How, last month, in our actien over Irag, our troopsg were superb.
Their mission was so flawlesasly executed that we risk taking for granted
the hravery and the skill it required. Captain Jeff Talliaferro, a
j0~year veteran ¢of the Aly Force, flew a B-1i§ bomber Over Irag as wa
attacked Saddam's war machine. He's here with us tenight. 1'd like te
ask you te honor him and all- the 33,000 men and women of Operation
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Desert Fox.
Captain Taliaferro. (Applauvse.)

It is time to reverse the decline in defense spending that began
in 1983. (Applause.} Since April, together we have added nearly §6
Billion to maintain our military readiness. My halanced budget callis
for a sustalned incresse over the next six years for readiness, for
medernization, and for pay and benefits fer ocur troops and their
families. {Applause.} .

We are the heirs of a legacy of bravery represented in every
community in Americas by millions of our veterans. America's defenders
today still stand ready at a8 moment's notice to ge where comforts are
few and dangers are many, te do what needs to be done as no one else
can. They slways come through for America. We must come through for
them. {(Applause.}

The new cantury demends new partnerships for peace and security.
The United Nations plays & crucial rzole, with allies sharing burdens
America might otherwise bear alone, Americs needs a strong and
effective U.H. I want Lo work with this new Congress to pay cur dusas
and our debis. {Bpplause.}

¥e must sontinue Lo support security and stability in Europe and
Aslia -~ sxpanding NATO and delining its new missions: maintaining our
alliance with Japan, wiith Koresn, without our other Asian allies: and
engaging China.

In China, last year, I szid to the leaders and the people what I'd
like to say sgain tonlight: Stability cvan no longer be bought at the
expense of liberty. {Applause.} Bubt I°d alse like to say again to the
Rmerican psaple: It's important not to isclate China, The more we
bring China into the world, the more the worid will bring cbanqe and
treedom to Chiina. (Applause.]

Last spring, with some of you, ! traveled to Rfrica, where I saw
democracy and reform rising, but still held back by violence and
disease. We must fortify African denocracy and peace by lauvnching Radioc
Democracy for Africa, supporting the transition to demecracy now
beginning to take place in Nigeria, and passing the African Trade amd
Development Act. (Applause.)

we must continue to deepen our ties to the Americas and the
Caribbean; eur common work to educate children, fight drugs, strengthen
demscracy and increase trade. In this hemisphere, every government bui
one ia freely chosen by its people., We are determined that Cuba, too,
wiil know the blessings of liberty. (Applause.)

The American people have opened theilr hearts and thelr arms to our
Central American and Caribbean nelghbors who have been so devastated by
the recent hurgleosnes., Working with Congress, I am committed to help
them rebuild. When the First Lady and Tipper Gore visited the region,
they saw thousands of our troops and thousands of American volunteers.
In the Dominjcan Republie, Hillary helped to rededicate a hospital that
had been rebuilt by Dominiosss and Americans, working side-by-side.

With her was someone else who has been very lmportant to the rellief
efforts.

You know, sports records are made and, sconer or later, they're
Groken, But making obher people’s lives better, and showing eur
children the true meaning of brotherhood ~~ that lasts forever. 3o, for
far more bhan bassball, Bammy Sosa, you’re a haro in two countries
tonight. Thank you., {Applause.}
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S50 I say bto all of you, 1f we do these things - 1if we pursue
peace, fight terrorism, increasze our strength, renew our alliancea -
we will begin to meet our generatisn's historic respensibilitly to build
a stronger 2ist century America in a freer, more peaceful world.

As the world has changed, so have our own communities. We must
make them safer, more livable and more united. This vear, we will reach
aur goal of 109,408 community police nfficers -~ ahead of schedule and
under budget. {Applause.} The Brady Bill has stopped a gquarter nillion
felons, fugitives and stalkers from buyving handgusns., And, now, the
murder rate is the Jowest in 30 vearsg and the crime rate has dropped for
six strajight years. iApplause.)

Tonight, 1 propese a 2lst century crime bill to deploy the latast
technologies andd tactics to make our communitlies even safer. Oux
balanced budget will help put up to 50,6680 more polide on the straet, in
the sreas hardest hit by crime =-- and then to equip them with new tools,
frow crime-mapping computers to digital smg shots.

We must break the deadly cycle of drugs snd crime. oCur budyget
expands support for drug testing and treatment, saying to prisoners: If
you atay on drugs, you have to stay behind bars, And te those on
parcie: If you wand Lo kKeep vour freodom, you Bust atay free of drugs.
{hpplause. }

I ask Congress to restore the five-day walting period for buying a
handgun -~ {Applause.) -~ and extend the BArady Bllil to prevent juveniles
who commlt vieolent crimes from buying a gun., (Applause.)

We must do mere Yo Xeep our schools the safest places in ouy
communities. Lagt yesr, every Amezican was horziflied and heartbroken by
the tragic kxillings in Jonesboreo, Paducah, Pearl, Edinboro, Springfieid.
We ware sdeeply moved by the courageous parents now working to keep gunsg
out of the handsa of children snd to make gther efforts s¢ that gther
parents don't have to live thiough their Iass. :

After she lost her daughter, Suzann Wilson of Jonesboro, Arkansas,
came’ here to the White House with & powerful plea. She sald, "Flease,
plesse, for the sake of your children, logk up your gun., Don't let what
happened in Jonesboro happen inh your town.,” It’'s a message she is
passionately advecating every day. : :

Suzann i@ here with us tonight, with the Fixéﬁ Lady. I'd like to
thank her for her gsurage angd her commitment. Thank you. (Applause.)

In memory of all the children whe 1ost their lives (o school
violence, I asXx you to strengthen the Safe and Drug-Free School Act, to
pass leglislation to reguire child trigger logcks, to do everyihing
poessible to keep our children aafe. {(Applause.}

I coeniury ayge, President Theodare Roosevelt defined cur "greav,
¢entral task"” as "leaving this land even a better land for our
descendants than 1t iz for us.”™ Teoday, we're restoring the Florids
Everglades ', saving Yellowstone, preserving the red rook canyons of
Utah, protecting california‘s redwoods and our precious coasts. But
eur mast fateful new challenge ls the threat of glopal warming. 1398
was the warmest yoar ever recorded. Last year's heabl waves, fioods and
storms are but a hint of what fubure generations may endure if we do
net act now. '

Tonight T propose a new clean air fund teo help communities reduce
greenhouse and other pollutioen, and tax ingentives and investments to
spur clean anergy techneology. And I want to work with members of
Congrass in both parties to reward companies that take early, volunbary
action to reduce greonhouse gazes. (Applause.)
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All our communities face a praservation challenge, as they grow
and green space shrinks. Seven thousand acees of farmland and open
space are loat every day. In response, I propose two madory inltiatives:
Firsg, a $i-billien Livability Agenda to help sommunities save open
space, eas¢ traffic congestion, and grow in ways that enhance avery
citizen’s quality of life. {Applause.} And second, a $l-billion Lands
Legacy Initiative to preserve places of natural beauty all across
America -~ from the most remote wilderness o the pearest ity park.
{Applause.}

These are truly leandmark initiatives, which could nob have been
developed without the visionary leadership of the Vice President, and I
want to thank him very much for hiz commizment here. {Applause.)

How, to get the most out of your community, you have to give
something back., That's why we createq fAmeriCorps =+« pur national
service program that glves today's generation a chance ¢ serve Cheir
communities and earn meoney for college.

Se far, in just four years, 120,900 young Americans have built
low-income homes with Habitat for Humanity, helped to tutor children
with churches, worked wiih FEMA to sase the burden of natural disssters,
and performed countless other acts of service that have maide RBmerica
batter. I ask Congress Lo glve more voung Amerisans the chande to
follow their lead and serve America in AmeriCorps. {(Bpplause.}

Now, we muzt work to zrenew our national communitiy as. well for the
2ist century. Last year the Houne papsed the bipsrtldan campaign
finance reform leglslation sponsored by Rapresentatives Shays and Meeban
and Senators MeCailn and Felngold., 8ut a partisan minority in the Senate
blocked reform. So $*d like Lo say to the House: Pasa it again,
quickiy. .- {applause.} fAnd 1'd like to say to the Senatm: I hope you
will say yes8 to 8 stronger American democrasy in the yesxr 2000,

(Rpplause.} -

Since 153%7, our Initiative on Race has sought teo bridge the
divides between and among our people. In iis report last fall, the
Inttiative’'s Advisory Board found that Americans really do want to bring
our people together across racisl lines. .

We know it's been a long Journey. For some, it goes back to
before the beginning of our Republic; for sthers, back since the Civil
War; for others, throughout the 20th century. But for most of us alive
toeday, in a very real sense, this journey began 43 years ago, when a
woman named Rosa Parks sat down on a bus in Alabamaza, and wouldnti get
up. She's sitking down with the First Lady tonight, and she may get up
aor not, az ahe chooses. Wa thank her. {Applauss.)  Thank wou, Rosa.

{Applause. )

we know that ocur centinuing racial problems are aggravated, as the
Presidential Initiative said, by opportunity gaps. The initiative I've
outlined tonight will helip to close them. But we know that the
discrimination gap has not been fully clesed sither. Discrimination or
viclence becsuse of race or religlon, ancestyy or gender, disabiliiy or
sexual orientation, is wrong, and it osght to be illegsl. Therefore, I
ask Congress to make the Employment Ken-Discrimination Act and fhs Hate
Crimes Prevention Aot the law of the land. (Applause.}

Now, since evaery person in BEmerica counts, svery American ought Lo
be counted, We need a census that uses modern scientific metheds to do
that. {Applause.}

Gur new immigrants must be part of our One Ameriva. After all,
thevire revitalizing our cities, they're energizing cur culturs, they're
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building up our economy. We have a responsibility to make them walcone
here; and they have a responsibility to enter the mainstream of American
life., That means learning English and learning about our democratic
system Of government, There are now long waiting lines of immigrants
that are trying to do just that. Therefore, our budget significantly
expands our efforts Lo help fthem meet their responsibility. I hope you
will support it. {Applause.}

Whethar our ancestors came here on the Mayfiower, on slave ships,
whether they came t¢ Rlilis Taland or LAY in Los Angeles, whether they
came yesterday oF walked thia land a thousangd years age -~ Gur great
challenge for the 2Zlst century iz te find a way to be One Amernica., We
can meat all the sther challenges if we can go forward as One America.

You know, barely mars than 300 days from now, ws will cross thai
bridge into the new millennium. This is & moment, as the First Lady has
galid, "to honor the past and imagine the future.™

I*ad like to take dust a minute to hongy her. For leading our
Millennium Preoject, £or all she's done for ocur c¢hildren, for all she has

"done in her historic role to serve sur nation and our bazst ideals at

home and abread, I honor her. {Applause.}

Last yesar, I called on Songress and gvery citizen Lo mark the
millennium by saving America's treasures. Hillery has traveled all
across the country o inspire recognition and support for saving places
like Thomas Edison’s Inventlon Factery or Harriet Tubman's home. How we
have to preserve our treasurss in svery community. And tonight, before
I clozse, I wani to invite every town, evexy city, every community to
pecome nationaily recognized "millennium ¢ommunity,* by launching
prodects that save our histary, promote gur arts and humanities, prepare
sur c¢hildren for the Zist ceatuyry.

Already, the response has been remarkable., And I want t2 zay a
special word of thanks o our private sector partners and te memberaw in
Congress of both parties for thelr support., Just one exampie: Because
of you, the ftar-3pangled Banner will be preserved for the ages. In
ways large and amall, as we losk to the mijllennium we ars keeping alive
what George Washington called "the sacred fire of liberty.”

8ix yeazrs ago, 1 came to offi¢e in a time of doubt for America,
with our econemy trouvhied, our defioit high, our pesple divided., Some
even wondered whether cur best days were behind 45. But across this
country, in a thousand nelghborhoeds, I have seen -- evean amidsi the
pain and uncegtainty eof recession ~~ the real heart and c¢haracter of

Amarica. I xnew then that we Americans could renew this country.

Tenight, asz I deliver the last Stake of the Union address of the
20th century, no one anywhere in the world can doubt the enduring
resolve arxi boundless capacity of the American people to work teward
that “"more perfect union' of our founders' dream.

We're now at the end of a gentury when gsneration after generation
of Amaricans answered the call to greatness, evercoming Deprassion,
Jifting up the dispossessed, bringing down barriers o racial prejudice,
Building the largest middls sliass in hisgteory, winning twe world wars and
the "long twilight strugglie® of the Cold War., We must all be profoundly
grateful for the magnificent achievement of our forbearers in this
centvry.

Yet, perhaps, in the daily press of events, in the ¢iash of
controversy, we don't see our own time for what it truly is -w a new
dawn for America.

A hundred yearé from tonight, ansther American President wilil
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stand in thiz place and report on the State of the Union. He -— oy she
~= (Applause} -~ he oy she will lock back on a 2igt ventury shaped in so
many ways by the decisions we make hare and now. So let it be said of
us then that we were thinking not only of gur time, but of their time;
that we reached as high as our ideals; thai we put aside ouy divisions
and found a new hour of healing asnd hopefulness: that we jeined toegether
Lo serve and gtrengthen the land we love.

My fellow Americans, this is cur moment. Lebt up 1lift our eyes as
onge natlion, and from the mountaintop of this Amerizan Century, look
ahead to the next qne -~ azking God's blessing ¢r our endeavors and on
our beloved country.

Thank yoeu and good evening.

END . 185:37 P.M. EST
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