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SUBJECT: FY2000 Budgel and Stale oflhe Union IdcasfThemes 

Over the past six years, President Clinton has consistently argued that we need to 
strengthen our economy and prepare our citizens for the 21st century. As our economy 
has expanded. he has also argued that the economic opportunity must reach all our 
citizens ~ and pointed out that big challenges still remain in meeting that goal. As his two 
successive "State of the Cities" reports made clear, many people and places still face 
significant opportunity gaps in education, housing and jobs - gaps that must be closed if 
we arc to fulfill the President's vision for the Nalion 

The President scored a tremendous victory in expanding opportunity for all with the most 
recent BUD hill: historic public housing rcfomH~. the first new housing vouchers since 
the GOP took control ofCongress. and a $2 billion increase in HUD's budget when jusl a 
few years back the agency was on the "htl list" for dimination. The President is. at last 
getling credit for. in the words orNY Tl'mcs columnist Bob Herhcn. managmg "a 
significant <ldvance in the most unlikely of areas: 10\v~income housing." Because of th,s, 
the Administration has real momcntum on these issues. HUD's success - ~nd the agency's 
agenda hi the yetlr ahead - can be a major contributor 10 the President's legacy. 
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As you begin preparing for the State of the Union, I would strongly urge you to include· 
either as a distinct segment or as a th.eme developed and woven throughout the speech. a 
handful ofproposals that directly address the opportunity gaps that remain, including: the 
housing needs that confront Amenca's senior citizens and families; the homeownership 
gaps that persist between minorities and whites; and the job creation gap that plagues 
many centrai cities, older suburbs and rural America. 

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

I. 	"nOME FIRST": A comprehensive strategy for meeting the housing needs of 
our growing senior population; 

"A HOMg FOR ALL": A plan to create affordable housing opportunities for 
thousands of Americans. in need; "" 

- '>3. "AMERICA WORKS": A proposa; to create more jobs in distressed areas; €x ... 
~ 4. 	 ·'THE Nf;W AMERlCA.N COMMU!IIITY": An initiative that will encourage 

neighboring towns, cities and counties to be partners in cnding sprawl, 
conserving re ' mrnunities; 

5. 	 "OUR HOL'SE"; A proposal to wipe out housing discnmlna 10 ----------_.... _--­
A. "HOME HRST": A HOUSING SECURITY PLAN FOR SENIORS 

As the President has pointed out a number of times, the United States will go through a 
demographic shift unlike anything it has seen in its history over the next fifty years. By 
2050, as many as one in five Americans could be elderly (65 and over). compared with 
onc in every 25 at the tum of the last century, By 2050. the elderly population will more 
than double to 80 million, with the "oldest old" (85 and over) making up almost one 
quarter of that population. Many of this group will be afone. many will be facing 
multiple dlronic lIlnesses and will necU to rely upon family, friends or community [or 
support. 

We know now, from personal experience, that loo many senior citizens arc forced out of 
their homes because they frequently face catastrophic hcalthcarc costs associated with 
aging ~ costs that drain their finances and make owning a home unaffordable. This 
homcowncrship crisis will likely arfect millions of seniors in the new century; already, 
the latest studies show that one and a halfmiUicll eldedy pay mOTe than 50% ofthelf 
income it: rent or live in substandard housjng. 

In anticipation of this looming crisis. und to meet the needs oftoday's hard·pressed 
seniors, the President should propose: a comprehensive plan ("Home First") to provide 
security and peace of mind to coming generations of senior citizens. Our goal should 
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Move ill with Family 
,. 

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 Senior Security Plan will help seniors 
stay at home instea.d of in morc expensive and restrictive health care facilities. 

Under HUD's proposed Housing Security Plan for Older Americans, this Administration will 
offer a full range ofhou~ing options for America's elderly ~ a Continuum oreare. By combining 
new and existing BUD programs, we will create a comprehensive and cost effective senior 
housing system that preservcs security and independence as a senior's healthcare needs and 
financial resources change, 

Our strategy addresses six stages in the continuum: First. helping seniors stay in their own 
homes when appropriate; second, helping seniors. stay with their own families whenever possible 
by creating viable options for housing with family members; third, ensuring the avaiIability and 
quality of government assisted senior housing when staying at home or with family is no longer 
possibJe; fourth, providing health and other support services in existing housing to avoid the need 
to move to assisted Jiving with on-site health care until absolutciy necessary; fifth, ensuring that 
our nation's elderly remain an integral part ofour communities; and sixth, making assisted living 
more affordable. 

HOUSING SECURITY PLAN FOR OLDER AMERlCA]';S 
I 

A HousIng Continuum • 

Stay ill Own Homes 
• Hc;Jllhy Homes for Healthy Seniors 
• Section 8 Stay-at-Home Vou!Ohcrs ...... 

IIfJll5coyour-clder I'ax Crcdit 
• Accessible Home Tax Crcdit 
• 	 Housing vouchers for elderly relativCH 

(;n\'('rnltlcnl~asslsled hom.lllg 
• Expand So;;clionl.Qt .r 
• 	 Ex.pand range of private l'uJlds for lcvcraging ~ 

Fedi.'rally~:w;isti.'d housing plul> ~ervirc" 
• Expand Eldclly Services Coordinnlor 
• 	 Rcnovale Section 202 , 

Imprm.·c (luaUty of life; Uuitt! C'ommullilr 

It 

.. Intergcncrationnl Learning Ccnlers, 
Mu\'l; tu assisled 11Yina {Ir healtltcarc facilily 
• Change housing vouchers to work wi1h medicate 

\Intlcpcndcnl _____________••••• >~.__~.._~»••_•••_•••>____..w_ ..w_•• __••>....... _.w____ w____,> Sidlled 

,~ 

living Assisted Living 	 Nursing 
Facilities 
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(I) HELPING SENIORS STAY IN THEIR OWN HOMES. The first priority of the 
Housing Security Plan is to help seniors remain in their own homes whenever possible, 

1. Healthy Homes for Healthy Seniors. It IS not uncommon for elderly 
Americans to be housing "rich" but cash "poor." To ease this dilemma. HUD 
will expand its sliccessful healthy homes initiative to focus on the needs of older 
homeowners. This effort will provide seniors with infonnation on how they can 
convert the equity in their own homes into funds for needed health and safety 
home improvements, including home rehabl1iunion loans, through HUD's 
reverse mortgage program. We will also mount an extensive public infonnation 
campaign to get the word out about this new initiative, 

2. Stay At Home Vouchers. We will also expand our ability to assist Section 
8~eligihle senior homeowners. When a healthcare or other financial crisis hits. 
these low-income homeowners are faced with sclHng their own homes to meet 
their basic needs. A senior facing this kind ofcrisis 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 atone in their own homes. 
Because caring for these elders starts with the famity, we propose three prograrns: 

1. 51,000 House-Your~Eldcr Tax Credit for middle-income families that open 
their homes to older relatives of limited means, 

2. Accessible Home Tax Credit for homeowners needing to make 
modifications to their homes to care for an elderly or disabled relative. 
Currently. no tax credit is available to cover the cost of modifying privately 
owned dweUings for accessibility, We propose a credit of 1 0% of the total cost 
of modification. up to a total credit of $500. , 

J. Housing Vouchers for Elderly Relatives to encourage apmiment owners to 
rent to their needy parents and grandparents. Current law forbids families who 
own rental units from renting {hese units to their family members, including 
ncedy elders. under the Section 8 program. By eliminating Ihis restriction. and 
providing approl}riatc safeguards against fraud and abuse, we 'NiH provide not 
only a decent place (0 live, but also the supervision and personal support ciders 
need to remain independent. With over one million elderly rentcrs facing severe 
rent burdens, this casing or the Section 8 rules would offer another oplion for 
mceting worst case housing needs, 
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(3) ENSURING THE AVAILABILITY AND QUALITY OF SENIOR 
HOUSING. HUD runs a very successful progrnm to build senior housing known as 
the 202 Supportive Housing for the Elderly Program. We propose continued expansion 
ofthis program, The program works with local non~profits to create housing tailored 
to the unique needs of seniors, These complexes fit in with the local community, offer 
rental assistance and serve a particularly vulnerable group who cannot easily access 
tenant-based voucher programs hecause of their special needs and limited mobility. 
Currenlly, the average person on the waiting list for this housing is a single woman in 
her 70's who needs assistance wilh onc or more daily activities, 

The ne<~d for senioNailored complexes is increasing at a tremendous pace, as the 
number of elders and the "oldest old" rapidly multiplies, As of 10 years ago, (he time 
of the most recent study. there were 8 seniors on the waiting list for each existing unit. 
The lisls are longer today. creating a critical need to expand the scale of this successful 
program, We could also expand the impact of this program arid the overall supply of 
affordable rental housing by permitting a wider range ofprivate funds to leverage 
HUD financing, through such mechanisms as low-income housing tax credits. 

(4) COMMUNITY-BASED CARE. Because Americans are living longer, many 
enter a grayIng period where they are capable of living serni~jndependently but still 
need some social senticcs as well as specially-designed buildings that make getting 
around easier for them. We can ease the strain of this graying period - and save the 
country billions in higher costs associated with full-lime eider 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 convert 
some apartments to assisted living units. We also propose a $100 million expansion of 
HUD's successful Elderly Service Coordinator program, whicb currently benefits only 
residcnlS ofHUD-assisted housing, By expanding funding and allowing Service 
Coordinators to serve lower income elders in both HUD~funded housing as well as 
private homes and apartments, we can assure that seniors do not have to leave their 
homes to get the crucial services they need, 

(5) INn:RG.:NERATlONAL LEAR='IING CENTERS. More important than 
housing and services alone is the spirit and energy ofour seniors. Tbey want to be 
contributing memhers of society and we need them, Therefore, througbout this 
continu,m), we must ensure that our seniors remain connected to our communities: . 
sharing their skills, knowledge and clIcrgy. To strengthen this conm.'Ction, we propose 
that HUD fund.1 series or imergencrational Lcaming Cenlers. that will link two vital 
needs: affordable senior services and affordable child care. These Leanung Ccnters 
will be located within and operated, at Icast in part, by residents of existing HUD 202 
Housing for elderly persons. These Centers win harness the skills of our seniors to 
meet the country's vast need for affordable child care. And through HUD's existing 
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Neighborhood Networks program> these Centers can also serve as a forum for sharing 
Internet technology. allowing seniors and children to learn new skills together, 

(6) ASSISTED LIVING. When seniors do have to move into assisted living facilities 
to get the help they need, this Administration can playa bigger role in casing that 
transition. We propose thal HUD partner with HHS to better integrate housing 
aSsIstance with Medicaid services. A single change in the current law would allow 
vouchers to cover the rent portion of assisted living costs, There is no reason that a 
lower income senior should be locked out ofan assisted Hving facility simply because 
a housing voucher issued by one part of the government cannot work in conjunction 
with ~edicaid payments for assisted living services issued by another part of the same 
governmcnl. 

B. "A HOME FOR ALL": A 21'T CENTURY HOUSING INITIATIVE 

As fhe 1998 Stale of the Cities report Iloted, despite our success in creating the strongest 
economy in generations. a record number of Ameri~ans. over five million famiHes, face 
an affordable housing crisis ~ paying more than SOCA. oftheit income in rent or living 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 Americaru" in the new century. We propose addressing this 
growing housing erisis in two ways: 

(1) 200,000 New Rental Vouchers. As you know. our main vehicle for creating lOnew" 
housing opportunities is through the Section 8 program. In FY1999~ for the first time in 
five years, Congress approved funding for 90,000 additional vouchers for families on 
long waiting lists} Including those who need to make the transition from welfare-to-work. 
The recent public housing rcfonn bill authorized 100,000 new vouchers for FY2000, We 
should take advantage of this "nod" by making a bolder, stronger requesL We are 
proposing that the FY2000 budget provide .In 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 to helping homeless individuals and 
families move into self-sufficiency_ 

(2j "Brownyards to Uackyards": demolishing 10,000 abandoned buildings. A major 
obstacle to uman redevelopment is "dirty" sites with environmental problems. So called 
"brownfields" reclaim commercial property, but do nothing to expand rcsldential sites. 
HUD is proposing a new federal initiative to attack the primary cause of blight m urban 
neighborhoods: abandoned UjHu1mcnt huildings, single family hG1!lCS, warehouses, ofllcc 
buildings and commcrcia! centers. Under the proposal, HUD would provide a total or 
$300 million in competitive grant funds to local govel'11ments to support demolition of 
blighted. abandoned buildings and redevelopment of multifamily and single family 
housing. The progmm would provide an avemge 0($30,000 per building to pay for 
demolition. debris removal, environmental remediation of soils (if necessary) and slte 
preparation for ncv,,' development (per building estimate assumes a mix of single family 
homes and larger buildings), To encourage housing development, HUD would offer 
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discounted pricing and streamlined processtng of FHA mortgage insurance for affordable 
multifamily and single fam\}y housing built on the same sites, 

Participating cities would be asked to forgive all existing local tax liens ort the property 
and contlibute additional public funds (possibly including HOME or CDBG funds) 10 
support redevelopment of affordable housing. By offering a powerfu! combination of ­
demolition of America's most blighted buildings, preparation or development-ready sites 
and federal credit enhancement to help finance redevelopment of affordable housing - this 
new initiative would begin to lurn around some of America's most distressed 
neighborhoods. 

C. "AMERICA WORKS": A 21sT CENTURY JOB CREATION INITIATIVE 

While cities have made dramatic progress in lowering unemployment and creating jobs as 
a result of the President's economic policies. there remains a jobs gap in many 
communities. OUf 1998 State of the Cities report descrihed how that gap waS developing 
in central cities, which arc 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 empowcnnent zones 
and enterprise communities. We propose these further steps: 

(1) Round III Empowerment ZoneslEnterprise Communities. Round J EZJECs were 
highly successful in leveraging private dollars in distressed neighoorhoods: The original 
72 urb~m 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 II applications revealed that a high level of skill and innovation had evolved in 
just one year. The success and lessons ofthe first two rounds promise to make Round Hl 
ofeven greater impact. We propose an additional $195 mil1ion in grants for Round III to 
SUppOlt a total of 15 additional Zones and 15 additional Communities. HUD funds would 
emphasize highly leveraged, break~the-mold economic development, as well as housing~ 
based_wclfare-to-work programs that complement HHS and DOL efforts to ensure the 
success of the President's welfare refonn. 

(2) 'fhc Community Empowerment Fund. Access to capital is a significant 
impediment to growth in the central cities where higher risk and historically higher 
default rates make conventional money lenders cautious to ireao. In recognition of this 
mark(!t gap, HUD has become the investmenl banker ofchoice for economic development 
in many communities, providing over $2 billion in guaranteed loans. in addition to 
hillions of dollars in CDHO (Community Dc:velopment Block (lrmH) money o'.'cr thc past 
five years. 

The next stage in expanding and :stabilizing this. eHpital resource is to develop a secondary 
market for these IQans, similar to the existing secondary market for residential mortgages. 
Thc Community Empowennent Fund would crCate this market within the framework or 
existing l-lGD programs. 
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The Fund will enable a secondary market (0 emerge through two essential mechanisms: 

• 	 Standardizing underwriting and loan pooling. All Section 108 guaranteed loans 
will be underwritten to standardized guidelines. , 

• 	 Creating a loan pool that will allow loans 10 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 cities and suburbs as well as under-developed rural areas get the 
capital they need to maintain and expand their economic base in the new high tech, glohal 
economy. The CEF will also support welfarc·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 moderate and middle-income 
households to move into revitalizing BZlEC neighborhQods. The new policy would anow 
ta.xpayers moving into those neighborhoods to claim up to two additional personal 
exemptions for the first year of residence in a designated nejghborhood. This will help 
advance the goals of the Administration's revitalization strategy for distressed 
communities, creating the needed mix of incomes to bring back relail demand, job 
networks, and role models. Using exemptions would anow us to "reward" households 
that do not itemize deductions and to scale the reward to income. Moving into a home 
with extensive rehabilitation needs can be costly. The availability of additional personal 
exemptions win attract middle-Income households to the EZsIECs. Based on patterns of 
migration into and out ofpoor neighborhoods, HUD estimates that about 45.000 
households (that would move into WEe neighborhoods each year) could qualify for this 
benefit (provided they have sufficient income to file), 

fl. 	 "TilE NEW AMERICAN COMMUNITY": 

A PROPOSAL TO ENCOURAGE «~MART GROWTH" 


The November elections showed that there is growing support for controlling sprawl and 
managing suburban growth. Sprawl is hurting both cities and suburbs: Cities arc losing 
the middle class and related HI" revenues and in the suburbs, there's growing 
dissatisfaction with congestion. gridlock, overcrowded schools, higher taxes and loss of 
open space. From Maryland 10 New Jcrsey, from Vennont to Californm. there is n 
growing cnl1!iCnSliS thut comll1l11litics need to do more to promote more compact, cost­
effective fomls of developmenL in short. citizens arc concerned that c<:onornic gains not 
come at the expense of their quality of life - :md are beginning to think ahout huilding a 
new kind of American community. one thai. in (ruth, harkens back to an I!urhcr titHe ill 
the Nation's history - a time of neighborhoods and ncighhors. 

We arc proposing a "New American Community" initiative that recognizes the growLlIg 
inter-connectedness ofcites and suburbs and the need to contuin sprawl and en.'~ure that 
communities plan their growth, The initiative will encourage neighboring towns, cities 
and counties to undertake "Smart Growth" pl.ms, and prcserve and protect opcn space and 
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greenfields in our metropolitan areas. By providing $100 million in competitive funding 
to States and to partnerships of local governments, we wtn spur the development and 
impJementation ofnew, locally-driven strategies that address economic and community 
development needs at the rogionalleveL We also propose making these "New American 
Community" criteria a factor to consider in awarding eDBG, 108, EDI, BEDl and Home 
awards. 

E. "OUR HOUSEfl 
: A PLAN TO WIPE OUT HOUSING DISCRIMINATION 

Even at the end ofthe 20mcentury. housing discrimination, 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 aU the scourge of racial discrimination in housing and 
homoownership, The President should declare that in this grcat Nation, we should all be 
judged to qualify for a home not by the color of our skin but by our ability to meet our 
commitmlmts - in rent or mortgage payments. 

Last year, President Clinton announced his commitment to doubling the number of fair 
housing enforcement actions by the year 2000. To help complete this effort. we propose 
increasing the fair housing enforcement budget by $15 million over the 1999 requested 
levels of$52 million. This increase in funds will support base activities and two major 
new anti-discnmination efforts: 

(1) An expansion of Odr 1999 Fair Housing Audit Last week we announced that 
HUD would conduct the firSt national audit ofhousing discrimination. 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, rJrai areas), and by minority group (African Anlericans, Hispanics, Native 
Americans and AsiansIPacific Isianders), Preliminary results will be available within a 
year, and will lay the foundation for Fair Housing enforcement wen into the next century. 
We propose that another 20 dties be added to this audit for FY2000. 

(2) More lJelp for Private Croups Fighting Housing Discrimination. Although wc 
have made good progress. the Federal government cannot do all the work alone, We have 
good panners at the State and loeallevel upon whom we should also rely. 'nlcreforc. we 
will contrnct with State and local Fair Housing Organizations to further enforce Federnl 
fair hOllsing laws at the state and locallcvcL 

I strongly urge you to consider theses ideas in preparing for the State ofthc Union 
address and can provide move inromu1.tion as needed. 
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THE WHITE HOUSE 

WASHINGTON 

June 5, 2000 

MEMORANDUM FOR THE PRESIDENT 

FROM: 	 GENE SPERLlJ>iG 

JACOB LEW 


The Mid-session Review 

ntis memo discusses the strategy for approaching the Mid-session Review. [t reflects 
several in-depth NEe meetings and not only the views but also the detailed editing of Larry 
Summers, Martin Baily, Sylvia Mathews, and other members of your budget team. 

Our latest estimate is 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 itselfw. will need t~ 
describe how we believe the on-budget surplus should be allocated. This memo presents some 
choices about alternative frameworks and specifics for this allocation. 

The Mid-session budget is only one element of the overall approach. Your economic 
team believes that the focus nfthe remainder of the year should be on. specific. conditional. 

" public offer to the Republicans. Our posture would be that while the eampaign will deoide 
: ',:;, between competing visions ofhow to best use the surplus. we have an opportwlity to make 

progress this year in a few specific areas. This memo discusses one approach to making a 
strategic offer that wpuld build on our Mid-session Review proposals by offering to trade a 
prescription drug benefit for marriage penalty tax relief. 

The outline ofthis memo is: 

J. Strategic Overview 

II. Mid~Sesston Review Framework 

111. Scenarios for an Offer 

Appendix: Analysis ofTaking Medicare Off-budget 



I. STRATEGIC OVERVIEW 

With only weeks left in which Congress will be in session. you need to consider what IS 
the best tactical and strategic use of the Mid-session Review..The key considerations are: actual 
accomp~ishments this year, blocking negative policies this year, and defining what wUl be the 
best choices that ?bould 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 should be in defining larger choices for the next decades. 

Focus on fln Offer 

In light of both the liule time left on the legislative clock and the enormous increase in 
the on-budget surplus estimate, we believe that the public and strategic focus ofour 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) AffordabUily. In the past we have used our budget frameworks to set the agenda and block 
irresponsible 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 euts or new spending until we had first taken eare ofMedicare, Social Security, 
and debt reduction. 'The affordability argument is less viable today. It is hard to say that we 
cannot afford a $250 billion tax cut until Social Security and Medicare are taken care of when 
another $1 trillion iust appeared, Therefor. a better block is to structure tb. public message 
around the I!rinciple 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 leaves enough resources to address Social 
Security and Medicare: Another alternative, however, would be to 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 legislative calendar, a full new budget framework with 
several detailed new proposals may be seen as unrealistic and therefore not affect the legislative 
agenda. However. a reasonable and constructive offer on what could still get done this year 
could vel)' 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 III is essentially a prescription drugs for marriage 
penalty offer - if they first agree to the fiscally responsible step of taking Medicare off·budget, or 
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otherwise fencing off the Medicare surplus (discussed in the next section), thereby locking away 
$400 billion in additional debt reduction. 

The Mid-session Review Framework 

t 
Assuming an offer is made. another strategic issue for you to consider 1S how to structure 

your overall budget framework, One aspect of this is the focus on debt reduction and fiscal 
discipline versus the benefits and risks of making specific. detailed new spending proposals. All 
ofyour advisers agree that you could have a balanced framework \hat pays off the debt by 20 II 
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 ofspecificity 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 fee. that the risks to your fiscal discipline message 
from more detailed and greatly expanded new spending proposals at this point in the year far 
outweigh the. minimal chance that these proposals wi!! affect the legislative agenda. Others feel 
that with such large surpluses_ you need to show that the Clinton fiscal vision includes usinll the 
benefits of fiscal discipline to address major challenges in education. poverty reduction. and 
research - even at the ~ost of being labeled "back to big spending," 

There is the further issue of bow specific to be. Specific, detailed ideas on new trust 
funds may enliven public debate over tbe future, but they also could be seen as unrealistic 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 priorities - e.g.• reserves for education, 
research and. personal savings accounts - and then use these reserves as vehicles to discuss your 
vision for the type ofchoices and ideas that should guide budget choices in the coming years. 

II. MIJ)..SESSION REVIEW FRAMEWORK 

. The nearly final estimate ofthe projected on-budget surplus is $ 1,86 trillion. This 
estimate iSllearly $300 billion higher than the preliminary $1,6 trillion projection that we 
presented to you recently. The nearJy final estimate of the unified surplus is about $4.3 trillion 
over 10 years. 

In developing the Mid~session Review, you Deed to make two choices, The first is a set 
ofchoices that determine how much is available for new investments in national priorities, 
including education, research. globalization initiatives. tax cuts, and personal savings proposals. 
The second is choices about how these resources should be allocated to these different priorities 
and what level of specificity you want to propose, 

Your economic team has developed overall framework options that maintain fiscal 
discipline while expanding resources for key priorities, The first framework. Framework Option 
lA. would devote at least 40 percent of the surplus to debt reduction. paying off the debt by 
2011. At the same time, it would afford a major expansion relative to the February budget 
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proposals; including $130 billion added to our Medicare policy and $390 billion that could be 
allocated to ~iscretionary 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 f01" Medicare solvency, $256 billion in tax proposals, $91 billion for health coverage, 
and other policies. 

• 	 Tak.e Medicare off budget. Medicare is projected to run a surplus of $400 billie." 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 1.0 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 idea 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 memo 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 refonns, 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. 

• 	 This would leave about 5390 billion 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 proposais 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. 
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FRAMEWORK OPTION IA 
(billions of dollars) 

Feb Budget 

Current sen-ices on-budget surplus $746 

Take Medicare off-budget (debt reduction) 

Revised surplus with Medicare off-budget 

Net prescription drugs and provider givebacks $134 
Medicare transfers (debt reduction) 5299 
Cunen, tax cut $256 
Current discretionary -$32 
Health coverage $91 
Other (including tobacco policy) -$79 
Debt service $68 

; Toral base proposals 	 $737 

Added discretionary I tax I persooru savings' 

Total debt reduction 5308 
(41%) 

MSR Added 

51,860 +$1,154 

$400 +$400 

$1,460 

5264 
$299 
$256 
-$32 
$91 
-$79 
5272 

+$130 

+$204 

$1,470 +$733 

$390 

$758 
(41%) 

+$450 
(40'%) 

IIA, FIRST OPTION: ALLOCATING 5390 BILLION TO NATIONAL PRIORITIES 

Ifyou believe that $390 billion is sufficient for new invesbnents in key national 
priorities. then you will need to make decisions about how this money is allocated be~een 
different priorities and the degree of specificity you want to have in making this allocation. 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 to address: 

(I) Do you 'Want to define the $390 blllion in terms of specific priorities? 

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 oftbe $390 biUion. 



(2) tryon want to delln.the $390 billion, how specillc do you want to be? 

Option A: Make specific proposals such as detailed trust funds for areas like 
education. research. or giobalization initiatives. Also we could propose to 
strengthen some ofyour existing tax cut proposals in areas like health 
coverage. vaccines, and digital divide, 

Option B: Leave the money in more general "reserves" earmarked for priorities ljke 
education, research, or globalization initiatives. This would provide you 
with a broader vehicle to talk 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 
nonspecific form - that eQuid be used for a personal savings tax cut like USAs. If you keep this 
overall option and provide a reserve of$250 bHlion for personal savings, this would leave '140 
billion for new investments in other priorities like education, research. globalization initiatives. 
or additional targeted tax cuts. 

(4) Do you WilDt 50 percent for debt reduction? Framework Option lB shows what it 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 5172 billion to be reserved or transfeired to Social Security, 
potentially as part of a policy that extended solvency even more than your current proposal. 

Option A: 	 Keep base policies: 5758 billion (41 percent of the surplus) for debt 
reduction and $390 billion for investments in priorities, 

Option B: 	 Increase debt reduction total to 5930 billion, 50 percent of the surplus. 
This would add $172 billion to debt reduction and leave $250 billion for. 
new investments in priorities. 

Option c: 	 Increase the debt redu{;tion total to $930 billion or more and allow that a 
fraction ofthis (Le., $250 billion) {;ould be used for investments in 
personal savings. If we did this we would have to ""knowledge that this 
would lower debt reduction by $250 billion or we would be accused of 
double counting. 

6 




liB. SECOND FRAMEWORK OPTION, GREATER RESOURCES FOR PRlORlTlES 

Ifyou 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 priorities. These two options are: 

(Option 2A) R.duce M.dic .... ,olvency transfers. 

Medicare solvency transrers could be reduced from 5299 billion to something like 
$200 billion while still extending the solvency of>.!edic.re to at least 2030, We could justify 
scaling back our Medicare transfers 1n Ught of the revised Trustees Repon which projects 
solvency to 2025 (compared with 2015 projected in last year', Report). As a resul~ we could 
say that we have decided to reallocate resources from solvency to prescription drugs, 
AlternativeJy. we are ex.ploring the possibility ofusing the same interest savings concept for 
Medicare transfers that we currently use for Social Security transfers; this would result in smaller 
Medicare transfers from 2001-10 while still extending solvency to at least 2030, 

• 	 You would then have $490 biUion for investments in key priorities. SlOO billion more t~an 
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 $\00 billion for 
Ii health care initi,ative, such as Ii fund for uncompensated pool for providers 
dispropol1,ionately serving the uninsured or aproposal 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.) 

• 	 Undor this scenario we would be devoting 34 percent of the on-budget surplus to debt 
reduction Based on prelim_nary estimates, the debt would be repaid in 2012 - one year later 
than in the base option, 

(Option 2B) Le••e Medic .... on-bUdget and use one-third of the surplus ror debt 
. reduction. 

Devote one-third "fthe $1.86 trillion surplus - or $620 billion - to debt reduction. (This 
is equiv.lent to using about one-quarter of the added surplus for deb! reduction.) $299 billion of 
this debt reduction would be accomplished through Medicare solvency transfers, The other $321 
billion would come from another fonn of debt reduction. possibly a reserve for Social Security or 
pure debt reduction, 

• 	 This would also free up about $5 t0 billion for discretionary investments. tax cuts, and 

personal savings- about $120 billion more than was available in the base proposal. 


• 	 Based on preliminary estimates. the debt would be repaid in 2012 - one year later than in the 
base option. 
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. lie. COMPARING THE ALTERNATIVE FRAMEWORKS FOR THE TOTAL 


The foHowing table shows the four alternative frameworks and the amount of money they 
leave available for additional priorities. They differ only in the total amount devoted 10 debl 
reduction, the size of the Medicare transfers, whether or not Medicare is taken off~budget, and 
the resources available for new investments in priorities: 

ALTERNATIVE MIJ)..SESSION REVIEW FRAMEWORKS 

O~tIOD 	 O~tlD. O~tlo. O~tlo. 

,Curreot se.n;ices on-budget surplus 

Take Medicare off·budget (debt reduclion) 
Medicare Transfers 
Social Security Reserve or Other Debt Redo 

Net prescription drugs and provider givebacks 
Current tax cut 
Current discretionary 
Health coverage 
Other (including tobacco policy) 
Debt service 

Total base proposals 

Added discretionary I tax J personal savings 

Total debt reductioD 

lA 

$1,860 

$400 
$299 

$264 

$256 

-$32 

$91 


. -$79 

$272 


$1,470 

18 

$\,860 

$400 
$299 
SI72 

$264 
$256 
-$32 
591 
-$79 
$239 

$1,610 

lA 28 

$1,860 	 $1,860 

$400 , 
5200 	 $299 

$321 

$264 	 $264 
$256 	 $256 
-$32 	 -$32 
$91 	 $91 . 
-$79 	 -$79 
5212 	 $231 

$1.370 	 $1.350 

$390 $250 $490 $510 


$758 $930 $639 $620 

(41%) (50'%) (34%) (33%) 


: Debt elimination year 	 2011 2011 2012 2012 

III. SCENARIOS FOR AN OFFER 

Your economic team believes that while we should have an overall framework for the 
Mid~sessiot. Review, the best strategy is to focus public attention on an offer that builds on your 
Mid-session Review proposals but uses onty a limited portion of the surplus. We would define 
this limited otTer as something that CQuld be accomplished this year, and argue. that the eJection 
is the place to settle the priorities that should govern the allocation ofthe remaining surplus. 
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PreconditionJor a deal: Medicare offwbudget. As a precondition. we would require that the 
fiscally responsible step of taking Medicare off-budget, increasing debt reduction by $400 billion 
and ensuring that payroll taxes are used for Social Security and Medicare only, 

Proposed deal: prescription drugs for marnage penalty. We would offer to sign marriage 
penalty tax relief, potentially subject to some minimum standards of fairness, 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-hudget and 
the debt service on the prescription drugs and marriage penalty, This leaves about 
$900 billion undefined by the deal. You would use your Mid-session Review proposals ­
and your platfonn - to abarpen the debate about the choice the American people face about 
how to use the remaining surplus. 

• 	 A variant ofthis deal would be an expanded offer that would include our health care 
coverage in exchange for some provider givebacks. 

Advantages oflhis approach 

• 	 With such a large on-budget surplus, a conditional offer on prescription drugs 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 an. 

• 	 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. 

Potenti~.1 dmvnsides to this approach 

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

• 	 Requiring Medicare off~budget 85 a precondition could block the ability to get a major 
achievement on prescription drugs. 
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,. Alth~ugh the offer requires moving Medicare off-budget, it could be viewed as breaking our 
fiscal discipline with half a trillion dollars in new spending without Medicare Qr Social 
Security solvency, . 

• Provides no additional energy for your other tax cut proposals, like expanding the EITe, 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 ,ax.. 
For Medicare Part B, 25 percent of the funding comes from premiums and 75 percent ofthe ' 
funding come:; from general revenues. OUf proposal would only be to take Medicare Part koff~ 
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 susceptibility of Medicare Part B to spending caps that we 
strongly oppose. 

Since 1965. Medicare (henceforth Medicare refers.o 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 $35 to $45 billion range annually­
totaling $400 billion over 10 years.. Medicare is projected to stay in surplus until about 2020. 
With Medicarl~ on~budget, these surpluses 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 
billion over to years. Ifwe continue to balance the on~budget account, it would ensure that the 
$400 billion that goes to the Medicare trust fund is matched dollar· for-dollar by debt reduction. 

An alternative would be to earmari.: the Medicare surplus within the on-budget surplus 
and dedicate it to debt reduction. This would avoid some orthe complexities of changing budget 
concepts. and of different treatment ofPart A and Part B, but it could be seen IlS less definitive 
than taking Medicare off-budget. and thus be • less effective block. 

In addition to the general resource constraint and tax cut blocking issues discussed in the .. './ : 
memo, there are several, considerations 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 beneficiaries. 
This is analogous to the argument for taking Social Security off~budget. It is also more 
relevant now that Medicare is running a substantial sotplus and boilding up a substantial trust 
fund to pay benefits for the baby boom generation. 

• 	 Taking Medicare off~budget puts our transfers on a finner foundation. Currently our 
Medicare transfers involve moving money from the on... budget to the on-budget but defining 
it as an outlay. If this money were transferred from .he on-budget to the off-budget .he 
conceptual underpinnings ofthis policy would be much more clear. 

• 	 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 Medican~ savings policy is used as an offset for other spending. it could extend Medicare 
solvency while doing nothing for overall Federal finances.) 
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• 	 Medicare can be volatile and can contribute to swings in the actual or projected on-budget 
surplus. in some circumstances, taking Medicare off-budget could reduce the vOlatility in the 
on-budget ,urplus, If future budget' aim for a balanced on-budget account and Mooicare 
projec~ions 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 foi cutting Medicare Part A to 
balance the budget. (This could also be viewed as a con, since it could require larger cuts in 
discretionary spending.) 

Argument, agaln't taking Medicare off-budget 

• 	 Thi, would only be taking Mooicare Part A - Ho,pitallnsurance coming from payroll taxes­
off-budge!. Medicare Part B would still be 25 percent premium, and 75 percent on-budget 
general reyenues. This could leave Part B politicaHy exposed. 

• 	 With our other poliCies, this could be seen as devqting 5963 billion for Medicare - some may 
find this Wo much for older Americans at the expense ofcoverage, education. and children. 
Much,ofthjs, however. is simply debt reduction through Medicare. The force of this critique 
will depend on the composition of the entire budget. . 

• 	 Taking Mooicare ofT-budget could increase Stockman risk for discretionary: if the economy 
worsens and the on-budget moves into deficit there would be more pressure to cut 

J ' ,/ discretionary spending, 

• 	 The unified surplus is the best measure of the financial and economic impact of the U.S. 
government - moving Medicare off~budget is just one more deviation from this measure, 

• 	 Given the currently projected Medicare surpluses., taking Medicare off-budget could increase 
fiscal discipline and debt reduction, But if Medicare goes into deficit. which is currently 
projected to occur about 20201 this policy could actually reduce fiscal discipline. In some 
circumstances this problem could be eased ifconcerns about Medicare's imminent 
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. 

• 	 In the past Mooicare savings have providoo an ofTset for health programs like CHIP, With 
Medicare Part A off-budget_ it Part A ,avings could only be used as an ofTset for Part A 
spending. 

• 	 ~1edicare accounting is very complicated. Even iftaking Medicare Part A off-budget 
improves this accounting, by raising the profile of the issue we could be forced to explain 
some of the issues that have existed for decades. 
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September 15, 2000 

MEMORANDUM FOR GENE SPERLING 

FROM: PETER WONG 

SUBJECT: REPUBLICANS' 90·10 PLAN FOR FY 2001 SURPLUS 

The Ways and Means Committee marked up a debt reduction reconciliation ,bm on 
September 14. This bill appropriates $42 billion in FY 2001 only for a "Public Debt­
Reduction Account" to be used by Treasury for public debt retirement. This is simply II 
gimmick because the Treasury automaHcally reduces debt held by the pubhc when there 
are hudg€:t 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. 1ffact. 
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 objo:;tionablc part of the bill is 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 trillion to 
$5.908 trillion. As of August 31. 2000. the outstanding debt is $5595 trillion. This bill 
.will leave only $313 billion of "room" under the revised debt ceHing. (These are Ways 
and Means numbers,) 

Remaining Surplus Cor Other Uses 

In July. CBO projected a FY 2001 non-Social Security non·Medicare-Hlsurplus of$70 
billion. Jf$42 bii!ion were reserved for debt reduction, then $2& billion would he len for 
other llses, So far, the Republicans have not released a detailed plan for using the $28 
billion 

CBO Projections FY 2001 { billions) 

TotHI C130-projected surplus (unified budget) $268 100% 

Social Security surplus 166 62% 
Hospitallilsunmce (HI) Surplus 32 12% 
Portion of FY 200 I surplus for debt reduction 42 16% 

Subtotal for debt reduction 240 90% 

Remaining surplus for other uses $28 10% 



It is not a surp-rise that the $28 billion fits perfectly into Speaker Hastert and Senator 
LoWs nc'\/ budget rule ofusing 90% of the unified budget surplus for debt reductIon and 
10010 percent for other uses such as tax cuts. They simply backed into the numbers. The 
hurning question seems to be whether lhe $28 bilfion is enough to meet the remaining 
Republican tax cut priorities and hOlt' much would be left overfor discretionary 
spending, 

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

• rcpea! 0 f the 3% telephone excise lax, 


'" small business tux breaks linked with an increase in the minimum wage, 


• p(msion refonns and individual retirement account expansion, and 

• community renewal legislation to help economically depressed areas. 

The FY 2001 cost of the Hastert.DeLay's list of tax cuts is $8 billion. Over five years, it 
is $67.2 billion and $136.l billion over ten years, 

Cost ofHastert's 
Remaining Tax Priorities FY2001 FY 2001·05 FY 2001·10 

(using CBO numbers)" (billions) (billions) (billions) 

Repeal of telephone excise tax (H.R. 3916) $4.3 $24.0 $55.0 
Small business tax breaks (H.R. 3832)** 17 10.3 18.7 
Pension reforms and IRA (H.R. 1102)'" 1.9 27.1 43.1 
Community renewal (H.R. 4923) 0.1 5.8 19.3 

Total $8 $67.2 $136.1 

·from an internal table generated by OMB 
··small business provisions only (avoid double coun:ing with pension bill) 
·"""Including ceo sunset after 2004 

The Republicans' Plall is really a 90-5-5 Plan. Hastert and DeLay also told reporters 
that they want to spend halfofthe $28 binton ot $14 billion for tax cuts. So far, based 
on their proposed tax priorities. the tax bills costs about $8 billion meaning they have 
roughly $6 billion for additionalta-..:: ClIls. Another existing tax cut item that Republicans 
might consider using the remaining $6 billion for is their Social Security Benefits Tax 
Relief Act which costs $3.6 billion in FY 2001 and $117 billion ovc~ 10 years. 

Although Hasten and DeLay were non-committal, we are assuming the remaining $14 
billion or 5% of the unified surplus are fU:lds that they will use to negotiate with the 
President 10 pass appropriations bills. The next queslion is whether the $14 billion over 
fhe hudget resolution bascJwl? is enough to satisfy Ollr proposed discretwnary prlOritws, 
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I .poke with Dick Emery at OMB about the scenario and he think. thai the remaining $14 
miHion wili be way short of the amount necessary to meet OUf priorities and the'add­
backs. OMB thinks the upper limit number that will capture aU the potential spending 
scenarios and add~ons is almost SJ2 billion above the CBO baseline. In practice the 
number will be lower in order to meet our spending priorities, Given OMB's worst case 
scenario, the 90~5~5 plan is almost $18 billion short on the spending side, OMB provided 
a cbart dt:tailing the likely actions and potential add~ons, which is summarized below. 

Five Percent for Spending Initiatives is not Enough 	 FY 2001 
(billions)(using CBO numbers) 

Remaining amount for spending 	 $14.0 
Likely action: 

Medicare givebacks· -3.7 
Emergency agriculture funding -2.2 
Appropriations to meet the Presidertt's priorities 

(very confidential number from OAIH) 	 -10.0 
Other additionaJ add-ons: 

High Medicsre add-ons (Daschle'. added proposal) -5.3 
DefcflSC -4.0 
Other member add-ons -5.0 
Debt service on above -1.7 

Total likely action and add-ons 	 -31.9 

Deficit or funds l1eeded to meet priorities 	 -$17.9 

I think it is po.litically dangerous for us to seriously engage the Republicans in their oncw 

year 90-5-5 scheme because: 1) the deb! reduction portion is simply a public relations 
gimmick. and 2) it reduces OUf leverage to negotiate successfully to meet an the 
President's discretionary priorities in the appropriations process. However, if 
Republicans forgo their 5 percent plan for tax cuts and use the entire $28 billion to bridge 
the spending gap, it gets us very close. 
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TAX STRATEGY 
Sept. 28, 2000 

Our Jist: 

PRESIDENT'S TAX PROPOSALSI 
: College opportunity $36 
: School constmclion g 

, BITe 25 
t Community (new mias, EZs, etc,) 15 -­I Digital divide 2 
i Better America Bonds 3 
: Long~term care 26 

Health coverage 14 

i Vaccines 1 
I Marriage penalty I standard deduction 43 
I Childc"", 

, 31, 
, 
, RSAs 54 , 

Small business pension coverage 17 , 
Other pensions I 7 ,, 

AMT , 36 ,, 

Other simplification I 5 ,, 

Philanthropy ,, 15 i 
Energy efficiency 9 
International trade 5 -I 

:, 
359: GROSS TOTAL. - 96OFFSETS 
$263NET TOTAL 

Potential Armey List: 

$80 
: MininltHn Wage 

PC:lsion 
76 

42-52 

New Markets 
Telephone Tax 

20-40 
: FSC , 4 

: Adoption ? 
, Taxpayer Bill of Rights (TBOR) -r 7 

,-"".. , 
, 

l-'rota1 1 $229-259 



Possible first offer: 

Second move: 

, 

I 

: Option B: 
,, 

Same as A except including: 
Telephone tax . $42-52. 
Marriage Penalty I 45 

Social Security 
Democratic Marriage Pen.lty with BITe 

, 
$44 
95 

Estate Tax 60-80 
New Markets 20-40 

Subtotal 219-259 
In tuMilion, bi-partisan support for: 
School Construction 8 
FSC 4 

Total SZ31-171 

Option A: 

Pensions $70 
Minimwn Wage:-_________+__--;;3;;;O___ 

95 
20 
4 

: Subtotal 219 

Willing to add an .ddltlonal $60 If: 
26.6 

: FSC 

Schoo! Construction 8 
GOP add-ons 25.4 

Total $279_._.... 



,,Option C: , I 
,, 

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 c:fre 
• School Construction 
• Vaccine 
• Energy 

QLlestion: Would they go for this if they get $40 for their additional options? 



• 

THREE OVERALL TAX STRATEGY OPTIONS 

Should we propose: 1) a top~line agreement incorporating selected CUlTent bills and fight under 

the number for our priorities, 2) a message offer. or 3) no offer? 


T()p~Line Agreement 


The top-line approach would generate the foHowing likely outcome. 


Likely outcome--"_... 
Low range High range 

Pension: Portman-Cardin $60 $100 
New markets 20 27 
Telephone excise tax 54 54 
Minimum wage 35 80 
Patients bill-of-rights (PBOR) 0 40 

Tota' $169 $301 

Conditions to a top.line agreement: 

• 	 Keep the Republican tax cut to $t80~200 billion. This is workable only if we can 
keep the Republican package in the S180-200 billion range. 

• 	 Agree to a higher number if the extra room is reserved only for Clinton 
priorities_ Agree to a top-line figure of $250-$275 billion if$50 to $70 biUioll is 
made available for Clinton tax priorities, such as long-term care, school construction. 
EITe/marriage penalty. vaccines. cJimate change, etc. 

Pros of strategy: 

:. 	If Republican agree to top line approach, we could prevent the tax cuts from spiraling 
uncontrollably upwards to the $350~400 biIlion range, 

• 	 It provides us n framework to push for Clinton priorities without the fear that it would lead to 
a hidding war. 

Cons of strategy: 

• 	 Fighting each bill individually might lead to ti less overall tax cut total than the top-line 

agreement strategy. 


• 	 The top~line slflliegy might allow them to claim to the public that the Administration is 
embracing their "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 
trillion tax cut plan. 



Unified Democratic Offer 

Propose a $250 billion net offer by Clinton and Democrats. Below is a net $250 billion 
scenario that is being put forth for discussion, It is a revised "Podesta envelop" without the 
telephone tax. It includes a Social Security provision and several smaller Clinton priorities with 
up to $75 billion in tax loophole closures and eliminating unnecessary subsidies. 

Possible Unified Offer 

Senate Democrat estate tax 
House Democrat marriage penalty 
Clint~)n Social Security benefits offer-ellminating 50% 
tax bracket 
Pension and savings 
New markets 
School conslruction 
Long-term care 
Vaccines 
Clim'lte change 
EJTC refonn or child care ta'( credit 
Mise (open pot) 

(billions) 

$60 
82 

43 
45 
20 

8 
26 
!.5 
8.5 
21 
10 

Gross total 325 
Loophole dQsures 75 
Net Total $250 

Pros ofunilied offcr: 

• 	 This would place President and Congressional Democrats in a posltlon of proposing a 

"working family" tax cut plan and put the Republicans in the position of saying no. 


• 	 It may help Congressional Democrats who feci they need to get "healthy" on the issues Qfthc 
marriage penalty. Sodal Security and the estate tax, 

, Cons of unified offer: 

• 	 It would move tbe President away from the fiscal discipline posture on Medicare and Social 
$ccmily solvcncy. (Tllis could he partialiy addressed wali moving Ihe Medicare oJJ:fmdgct 
package) 

• 	 It may serve as a noor Cor Republican tax cuts and could re~ignite tax cut efforts. The 
Prcsldenl may be seen as reviving the tax-cut debate when lax cuts as an issue is heginning to 
recede in Congress. 



No Offer 

Fight each bill separately. Under this strategy. we would fight every bin one by one to keep the 
overall lotal down. This strategy would anow us to pursue only relatively small Clinton tax 
priorities. for example, fighting for school construction in the Labor-HHS appropriations bill and 
figbth1g for the long-term care fax credit in the event of a "patients bilI-of-rights" legislation. 

Pros of no-offer strategy; 

• 	 RepublIcan tax-cutting efforts appear to be fading and we should not be pushing for tax cuts. 

• 	 We can focus on fighting for school oonstmction in Labor-HHS bHI. In the event of a 
"patients bill-or-rights" bin, we will have significant leverage to add the Iong-tenn care tax 
credit. 

Cons of no-offer strategy: 

• 	 The public may perceive us a'i opposing tax 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 

• 	 'Republicnns bave passed $712 billion oftax cuts this year, whicb C6st $913 biUion 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 Committee, 
numbers.. 

~ Tax Provisions 	 10 year Cost Status 
, . 
! 	Marriage Penalty $293 Vetoed and Sustained 

Estate Tax Repeal 105 Vetoed and Sustained 
i Small Business / Minimum Wage 123 
, Social Security Benefits Tax Reduction 116 

Communications Excise Tax Repeal 51 

Pension and IRA Limit Increases 52 

Affordable Education 21 

Patients Bill of Rights 69 

Taxpayer Bill of Rights 7 

Trade and Development 4 


Total Cost (eliminating duplication) 712 

I Added Interest . 201 

: Total Drain on Surplus 5913 


• 	 The I06!h Congress has passed more than 51.4 trillion of tax cuts. which with interest 
would use SI.8 trillion of the surplus, This is according to the OMB analysis, The 
Republican tax cuts is more than OMB's 51.47 trillion projected surplus and uses all of 
CBO's S 1 ,8l trillion projected surplus. (Projected surpluses exclude Social Security and 
Medicare surpluses.) Note that some Republican members ofCongress nave endorsed 
prol'isio l /s a/lire "George W. Bush Tax Reduction Proposal" as scored liyJCT on May 3, 
2000. Under fhis proposal. the rate reductions are $727 biliioll- even more than the rate 
reductions showll above - and there is an additional $162 billion for douhling the child tax 
credit that is not reflected l!J the numbers. 



Tax Cuts Passed This Year 

Tax Cuts Passed Last Year 

Reduction in Tax Rates 

Individual Alternative Minimum Tax 

Corporate Alternative Minimum Tax 

Capital Gains for Individuals 

Capita! Gains for Corporations 

Interest Deduction on Worldwide Basis 

Extend R&E Tax Credit 

Extend exemption for Subpart F API 


Totnl Cost (eliminating duplication) 

Added Interest 

Total Drain on Surplu, 


SIZE OF THE PRESIDENT'S TAX CUTS 

• President offers a balanced set of tax proposals: 

PRESIDENT!S:'l'AX'PROPOSAI;S 
College opportunity 
School construction 
EITC 
Community (new mkts. EZs, etc,) 
Digital divide 
Better America Bonds 
Long~term care 
Hea!th coverage 
Vaccines 
Marriage penalty I standard deduction 
Chi Ideate 
RSAs 

. _., 
,~., , 

$36 
8 

25 
15 
2 
3 

26 
14 

I 
43 
31 
54 

, 

Small business pension coverage 
Other pensions 
A:VIT 
Other simplit1cation 
Philanthropy 
Energyefficicncy 
International tmuc 

17 
7 

36 
5 

15 
9 
5 

, CROSS TOTAL 
OFFSETS 
NET TOTAL 

359 
96 

$263 

$712 

490 
115 
14 
57 

8 
29 
18 
6 

1,447 
349 

$1,796 
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DISTRIBUTION OF TAX CUTS 

• 	 Republiean tux cuts do as much for tbe top 1 percent as the bottom 80 percent. The top 
1 percent gets 27,5 percent of the benefits. That is a total 0[$18 billion annually. or an 
averoge of$16,000 per family, The bottom 80 percent gets 23,7 percent of the benefits, 
That is a total of $15 billion annually, Of an average ofonly $167 per family. Even this tax 
cut could be offset if costly tax cuts led to higher interest rates and higher costs on everything 
from home mortgages to student loans. 

• 	 Taxes on typical nlmilies are the lowest in Qver two decades. President Clinton's tax cut 
proposalS build on u successful strategy that has resulted in the lowest total Federal tax rates 
on typical families in over two decades. The tax cuts signed into law by the President in 
1993 and 1997 - for example, 'he expanded Earned Income Tax Credit, the $500 child tax 
credit, the $1,500 HOPE Scholarship Tax Credit, and expanded IRAs have reduced taxes fur 
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 families at one~halfthe median income, the effective Federal tax rate has been 
slashed from 19.8 percent in 1992 to 14.1 percent in 1999 ~ that's the lowest tax rate since 
1968. 

ANALYSIS OF INDIVIDUAL TAX BILLS 

• 	 Marriage penalty: $293 billion over 10. 
• 	 The original HQuse bill was $182 billion and the Senate bin was $248 billioll- so the 

Cou1ercnce agreement went up by $45-$110 billion from the previous bills. 
• 	 Less tban 40 percent of cost reduces marriage penalties, according to Treasury. 
• 	 Mon! than halfof the cost goes to people making over $100,000, according to JeT. 
• 	 Passed by both Honses, vetoed by tbe President and sustained by the House. 

• 	 Estate tax repeal: $105 billion over 10. 
• 	 Only 2 percent of de-cudcnts pay the estate tax, 
• 	 In 20lO 54,000 people get an average tax cut of$8oo,000 each, 
• 	 Half of the benefits of repeal go the top one~tcnth of one percent, an average tax cut of$7 

1~1ill;on, 

• 	 Cost expiodes from $105 billion from 2001 -I 0 to $750 billion from 2011-20, 
• 	 Rcpeai could reduce charitable contributions by $5-$6 billion annually. 
• 	 Democratic altemative In the Senate would have taken t\vo~thirds of estates - and the vast 

majority of small businesses and family f.'urns - off the estate tax rolls. 
• 	 Passed hy both Houses, vetoed by the President and sustained by the House. 
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• 	 Social Security benefits tax rollback: 5116 billion over 10. 
• 	 By itself it would take 5 years off the life of Medicare - insolvent in 2020 instead of 

2025. (The President's plan extends solvency to at least 2030.) 
• 	 RepUblican hill 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! 6 percent of Social Security beneficiaries pay tax on up to 85 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 amendment to estate tax 

repeal but WaS stripped from the bill before final passage. 

• 	 Portman·Cardin J IRA limit increase: $51 billion over 10. 
• 	 Includes provisions to simplifY pensions', increase portability, and expand pension 


coverage for small businesses that were in the President's proposa1. 

• 	 (ncreases the maximum annual contribution to a pension from $10,500 to $15,000. 

Currently less than 5 percent ofpeople contribute the maximum and they have an average 
income of $130,000. 

• 	 Increases the maximum annual contribution to an IRA from 52,000 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 a way that would allow some 
employers to improve pensions for top executives while lowering pension quality for 
rank and file workers. 

• 	 75 mIllion Americans are not covered by an employer~sponsored pension plan. The 
President's RSA proposal would expand coverage to tens QfrniHions of these people, 

• 	 Passed the House oyenvhelmingly. 
• 	 Senator Roth has Ii simJlar plan costing $43 biUion over ten years that is under 


considermion by the Senate. 
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MINIMUM WAGE 


I. T;tx provisions that we agree witb and are acceptable: 

• 	 Accelerate 1 00% self~employed health insurance deduction 
• 	 Repeal occupational taxes related to spirits. wine nod beer 
• 	 Pennit installment method for accrual basis taxpayers 
• 	 Commercial fishennen provision 

11. Tax provisions that we can agree to witb modifications: 

• 	 WOTe with extension to welfare-te-work 
• 	 Computer donations-standard and additional digital divide 
• 	 Charitable rollover-modified by appreciation to property provIsion ($412 million) 

[II. Major issues in minimum wage tax bill: 

1. Dropping or moving health insUrance from the minimum wage: 

Issues; 

• 	 How much leverage on FSLA would we lose by kicking out the health 
provisions? 

• 	 Docs trying to add Clinton priorities undercu~ our effort to drop proviSions? 

• 	 What if they agree 10 more progressive tax~credit options? (This is unlikely 
due to Archer 's opposition). 

2, Reforestation and climate change. 

Issues 

• 	 Do we insist on the climate change tax cut and pafr it with tile reforestatlOlI tax 
cuts? 

• 	 Should l~e go for ihe car lax credit at $2,5 hillion. a modified package at $5 
hi/Noli, or thefttll package ofprovisions a1 $9 bitlio!1 '( 



". 

3. 	 FUTA surtax: 

Issues 

• 	 Is it our aim to keep FUTA? 

• 	 Do we keep FUrA out ordQ we keep it in with UI reforms? (Adding UI reforms to 
FUTA would increase the package by $14 billion aver ten years.) 

4, 	 Meals and entertainment: 

• 	 Everyone.in the tax strategy group is opposed to increasing the business and 
meal deduction to 80'10 for all employees. 

Issue 

• 	 Should we support the provision granting 800/0 business meal 
deduction for workers subject /0 DOT hours and/or the provision 
moving/rom 500/0 10 60%for small businesses only? 

5. 	 Shouid we follow 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? 

6. 	 Should we discuss our priority jtems~ for which they do not have proposals, such 
as school construction and vaccines? 

http:Everyone.in
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qJ:cx..9../olf April 4, 1997~ 

From: Gene Sperling ~}~~J~. 

Subject: On Children: A Big Statement f~q If.r-' "t.f 


TI\lS is the memo I have always wanted to write to you. It may be more from the heart' 
than from the mind, but I like to think it is from both. 

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

I. AIM FORA MAJOR STATEMENT: Confront the moral gap between our ideal of 
opportunity and the desperate conditions for tbe poorest of poor children. 

You 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 ofstatement that Presidents are long remembered for. 

There are no pe'rfect 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 
reahlies of a particular moment in history that contradicts those ideals. 

Certainly racial discrimination is oue Qfthose harsh realities. Both Kennedy and Johnson 
are remembered for the moments where they used their platfonns as President (0 force the nation 
to directly confront its contradictions. between racial discrimination and ollr belief in the equaiity 
of all PC(lple. At this moment in time, the deepest contradiction in ollr nationat'<.:haracter is 
between our belief in equal economic opportunity based on individual hard work and merit. and 
the deplQrable conditions of children in the poorest urban centers (and rural as well) of our 
nation. The American value is certainly one of equal opportunity and not of equal results, While 
we maimain a dccent safety net so that people do not starve, we rightly allow arid even encourage 
significant differences of wealth .and fortune because we believe in giving people the opportunity 
to fail or succeed based on their hard work and individual m(.)rit. The stain on this ideal that 
creates the gap between our ideal and our reality, is the incredibly poor opportunities of the 
poor.:st (If ollr urban (and often rum I) children. 



For the children born into the most hopeless crlme..ridden areas .... where there is a lack ofjobs, 
. and health care and quality education·· the promise of oppoltW1ity is a false one. 

Many people in our society have addressed this: issue. But surely neither Nix.on nor Ford 

nor'Cart!!!" nor Reagan nor Bush ever used the Presidency to directly force the natio~ to grapple 

with this fundamental gap in our values. You have addressed tlus in a myriad of ways. from the 

EITe to our efforts to provide universal hea1th care. 


But I believe the step that will stir the conscience of the nation, and be remembered as 
such ~- is a direct speech to the American people that solely focused on our belief that every 
American chIld should have a fair chance to make it; that the realities ofour 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. 

II. THE OUTLINE OF THE STATEMENT, 

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

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

1. A Pro-Children's Budget: State that our first obligation is to take care of our children: the 
way to do that is to balance the budget with a pro-children's budget. Pro-chiidren because it saves 
for their future. but pro-children because it invests in them and in repairing this breach in our 
values" We can save more for our children's tomorrows; while taking bold steps to save a current 
generation of children today. 

2. First J()b is to Balance the Budget and Take Bold Action on Children: 

To take care of our children we must focus on the four stages, 


Stage I: 0-5: Early learning, positive love. nutrition, heaHh care, child support. two 
parents, and pre-school are the ingredients for allowing eacb child to enter school ready to 
learn" 

Stage 2: Elementary Schools: Safety in the neighborhood; tough standards, individual 
iutoring and mcutoring, access 10 education tcchnology 

Stage 3: 12~17: I-lope and high expectations: pcli grant~ awarded to poor children in 6th 
grade. One million mentors; community schools that are open tmd give teens a safe place 
to learn .after school hours. Safe school and youth anti-violence initiatives. 



Stage 4: True College Opportuuity: Dramatic increase in Pell Grants: strong college 
opportunity agenda. 

3. First Step is to ther:efore pass a balanced budget that makes dramatic steps to help 
children. We can then vute for tax cuts later iftbat helps us reach tbe first goal. 

4. Say clearly that this nations budget priorities go too much to people who don't need 
them, and too little to the poorest children. Particularly, we need to I00l! at whether ~oo 
much is going to elderly Americans who don't need it and too tittle to poor children who 
desperately need our help. 

5: Make Clear that the Tough Choices to Make tbis Statement nre Real- But Make 
CLEAR THAT IT IS CONDITIONAL ON AT LEAST HALF THE FUNDS GOING TO 
CHILDREN AND HALF TO DEFICIT REDUCTION. 

• High Income Premium and Premiums on Home Healtb ~hift over $30,000 
to raise SI2 billion: As mentioned before, this could be dedicated to bealth care 
for poor children. and dircetly shows the commitment to more generational 
equity. 

• A .3-.5 CPI adjustment in tbe Cost..()f~Living. A unilateral endorsement of .3 
would be significant and seen as a strong step toward getting to a balanced 
budget. A bolder move •• likely to secure opinion leader approval •• would be .5 
with adjustments for poor Social Security Recipients. The prohlem IS that it may 
be too much for Democrats and they could revolt, even though a guarantee of it 
not paying for tax cuts could help. 

• Tobacco Tax targeted for children. Although it will lead to incredible 
manipulation that we are "taxing the world," the tax itselfis good children's policy 
and it could be a great fight for us. The demagoguery we will receive should not 
be underestimated, hut 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 strong. All three would be bold. 

6. With these savings we can balance the budget: Make structurlil progress on Social 

Security; and have the fund.~ to: 


• Give health care to over 5 million poor children 
• New funding for ehildca:c and pre-school/Head Start 
• New nationwide initiative on 0-3 
• Funding fOf America Rcnd.s!MentoringfEducntional Technology 
• New Community Schools Initiative 
• Even Greater fncrcasc in Pell Granis 



II. OUTCOME? 

Risks: 'Iltis would be a major political roll of the dice, Senior groups and labor might lauoeh a 
~pajgn against the COLA adjustment. Labor win show how much we are reducing wages for 
the working poor; senior groups may do advertisements about seniors losing thousands ofdonars 
over their retirement. Some Republicans win claim that all of the savings are needed to balance 
the budget under CBO and that we shouldn't be spending any new money, Some commentalors 
will say that this was a move to 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. TIle 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 ofhow 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 you put the new savings in the context ofpaying for key children's initiatives, then the it 
is an offer conditional on Republicans accepting his priorities and Democrats wiH see these 
moves as tightly linked to accomplishing their key priorities and therefore harder to resist. 

RC\vards: \Vhile the risks are great, so are the rewards. nus 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 larger than MY ofthe hits other are trying to impose on us, All,of 
our proposals ~~ from education to safe streets to deficit reduction to tobacco to television 
violence "" will now be wrapped into. clear and underStandable theme of giving all ofour 
children a chance, We will have stepped up to the plate for the elite media who want to see 
middle~class entitlements shaved ~~ but we will step up not as "Eisenhower Republicans" or 
Bond Market Democrats, but as progressive refonners out to use government to help every child 
simply have an even break. For millions of Clinton supportcr's'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 context 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 
amount as time goes by KK goes to deficit reduction. Republicans and deficit hawks win find it 
harder to criticize the overall move as "big spending." Key senior groups might he able to be 
somcwhill muted ifwe make clear that we would never go above .5. 

While your initial spcl!ch must be on the poorest children to show clear tnorallcadership 
and the lack of any pandering, our initi~ltives around the nation could still maintain the great . 
quality of disproportionately helping the poorest children while also appealing to the broad 
middle class. And if we fail; it turns out to be poor politlcs, then we did so in the best of causes 
and il will be remembered as SUdL 
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THE ~'m!TE HOllSE 

Cf:i~e of the Press Secretpry 

For Ir.~ediate Release January 27, 2000 

?RESID£:NT NI!"1IA.~ J. CLINrON 
ST}\TE 0:' THE UKIC)l ADDRESS 

U.S. Capite: 
VJashington, D.C. 

9::'8 P.M. EST 

THE PRESIDENT: Mr, Spe!JKer, Mr, Vlce J?:;esicient, members of 

Congress, honored guests, my fellow Americans: 


We are fortunate to be alive at this moment in history. 
(Applause.) Never before has our nation enjoyed, at once, so much 

prosperity and socia;' progress with so little internal crisis and so few 

ex':ec.al threats. Never before have we had such a blessed opportun;.ty 

-- ar.d, ::herefore, sllch a profound obligation -- to build the more 

perfect union 0: ou:::: fcur.ders· creams, 


~~e begin the new century with over 20 million new jobs; the 

fastest econorr.:"c growth in more than 30 years; the lowest unemplcyn:.ent 

rates in 30 years; tee lowest poverty rates in 20 years; the lowest 

Africa~ American a~d Hispanic unemployment rates on record; the first 

back-to-back budget s'..lrpl".lses in 42 years. And next month, America will 

achieve '::he longest: pedod of economic growth in our entire h~story. 


(Applause. ) 

W,: have built a new aconomy, 

ll.lld our economl,c revoJ.ution has been matched by a revival of 

the American spirit; critl".e down by .20 percent, to it.s lowest level in 

25 years; teen b~rths down seven years in a row; adoptlons up by 30 

percent; welfi;lre rolls cut i:1 half to their lowest levels in 30 x'eacs . 


. My fellow AA.ericans, the state of our J.:nion is the strongest 

it h.;l.s ever been. (Applause, J 


11.5 always, the real credit belongs to the l\rr,ecican people. 

(Applause.) My gratitude also 90es to those of you in this chamber who 

have worked with us to put progress over pa:rt:isanship. 


!~ight years ago, it was not so clear 1:0 :nost Ar',e!::'icans there 

J.-JOald be milch to celebrate in the year 2000. Then O',,1r natioc was 

gri?ped by economic distress, social decline, poli~ical gridlock, The 

,:itle of a best-selling book asked; "America: What Went w!:'ong?" 


I~ the best t.raditions of our nation, k~ericans determined :0 

set :hi:'l'9s right, We restored the vital center, replacing out;noded 

ideo!o~ies with a new vision anchored in basic, enduring values: 

o?portunit,y Eor all, respo!1sibil.l.ty from all, a cOl1l1mmity of all 

Americans. 1'100 reinvented government, transforming it into « ~~tlta.'..yst 

for new ideas that stress both opportunlt.y and responsibility, and give 

our people the tools they need to solve their own problems. 


With the smallest federal work force in 40 years, we tucnec 

record. deficits into record surpluses, and doubled our investment .in 

education. We cut crime, with lOO,COO colt~";)unl-ty police end the Brady 
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law, which has kept guns out of the hands of haJ f a :nilllO:l crinunals. 
lApplause. ) 

We ended welfnre as we kne\~ it -- \cpp';'auso) -~ requiring work 

whi:e protecting health care and nutrition for children, ar.d investing 

more in child care, ~ransportation, and housing to help their parents go 

to work. Ne've helped pa!"ents to succeed at home and at work, with 

family "-eave, ..hich 20 millions Ameri~ans r.ave now usee to care for 0. 

newbo::n ch:..ld or a 51 Ck loved one. t'le' va engaged 150, GOO yO".lOg 


Americans in citiz.en service through AmeriCorps, while helping them earn 

mor.ey for college. 


In 1992, we just had 3 roa::: map; today, we have rOS'Jl:.:s. 

(Applause. ): 


But even mox:e imF:>rtanc:, America aSain has the confidence to 

d:'eam big dreams. 3;.}t we wust not let this confidence drift into 

complacency, For we, all of us, will be judged by the dreams and deeds 

we pass on to our children. And on that score, we will be held to a 

hi9h standard. indeed, bec<l;.lse our chance to do good is so great. 


My fellow Americans, we ha\re crossed the btidqe we built to 

the 21st century. Now, we must shape a 21st century American revolution 

-- of opportunity, responsibility and cor.ununi'Cy. We ffi'JSt be now, as we 

were in t~e beginning, a new nation, 


At the dawn of the last century, Theodore Roosevelt said. "the 

one c!iaracteristic more essential than any other is foresight ... it 

shot.:.ld be ;;J:e growing natior. with a future that takes .the long look . 

ahead." Soo, tonight.. let us take our long look ahead -- and set great 

goals for our nation, . 


To nst century America, let u.s pledge these thLngs: ,Every 

child wi~l be9in school ready to learn a~d graduate ready to succeed. 

(Applause.) Every family will be able to succeed at hOme and at work, 

and no child 11i11 be raised in povecty. (Applause,) We will meet the 

challenge of the aging of Pmerica. We will assure quality, affordable 

heal-::h care! at last, for a!.l Arnericans. u\pp':'ause.) 


We will make America the safest big country on Earth. 

IApplause.) Ne will payoff our national debt for the first time since 

1835. fApp1z\l~.5e.) We will bring prosperity to every ;'_-nerican 

cowmunity. We will reverse t~e course 0: clima~e change and leave a 

safer, cleanee planet. America will lead the world toward shared peace 

and prosperity, and the far frontiers of science and technology. And we 

will become at las,:: what o:..r founders pLedged us to be $0 long age - ­

O:1e na~ior., ur::der God. inciivisitile, with liberty and j:1sticc for a::'l. 

(Applause. ) 


These arc great goals, worthy of a great natlcr.. We ;.;ill not 

reach t;"em al: this year. Not even in this decace. B:..t we ;.:ill ::::eech 

them. Let us remember that the first American Revolution was not won 

with a single shot; the continent was not settled in a single year. The 

lesson of our histoey ~- and the :esson of the last seven ye~ts -- is 

t~at great goals are r::ead:ed step by step. a:wsys ~ul.ldin:; on cu.;: 

progress, always gaining ground. 


af co~rse, yOu can'~ ga~n ground if you're standing st~ll, 
Ar.d for too lor.g this Congress ~las beoL standing stl].l cn some C1: our 
most preSSing natio:1al pr~ol·ities. So .let's begin tonight with them. 

Asain, : ask you to pass a real patie~t$' bill 01: rights. 

(App2.ause.; I as:': you to pass COr_":'IOn-sense gun sa.fe::y legislatio!l. 

IAppiause. i I ask you to pass campaign finance reform. (Applause.) I 

ask you to vote up or down on judicial nomi~ations anc other i~portant 
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~ppointees. jApplause,) And, again I ask yov -- I implore you to 

raise the minim~m wage. (Applause" ) 


Now, ::wc years ago -- let me try to balance the seesaw he::e - ­
(lacg~ter) -- ::wo yenrs ago, as we reached across party lines to reach 

Cl.:: fiI'st balanced budget. J asked that '.<le. meet cur respO:lsibility to 
the :lext generation by maintaining our fiscal discip::'ine. BBCZI:.lSe we 
refused to stray from that path, W3 a::e doi:1y sorr,et~~ng that would have 
seemed unimaginable seven years ago. We are actually paying down the 
national debt. {Applause.) 

Now, if we stay on this pat~, we can pay down the debt 
cn~i.re.l.y in 13 just years now and make America debt-free tor the first 
tiMe since And~ew Jackson was President in 1835. (Applause.! 

1::< 1393, we began to put our fiscs.l house in order wi-::::' the 

Deficit Reduction Act, which you'll all re;':lemoer wcr. passages ir. both 

Houses by just a single vote, Your former col~eague, my first Secretary 

of the Treasury, led that effort and sparked our lor.g boom. 4e's here 

with us tonight.. Lloyd Be::1tsen, you have served America well, and we 

t.hank you. (Applause.) 


Beyond paying off the debt, we must ensure that the benefits 

of debt recuct':"on go to preserving two of the most important guarantees 

we ~ake to every American -- Social Security and Medicare. (Applause.! 

TO:l:'gr.t, I ask you to worK with me to make a bIpartisan dowr. ;>1'.Iyrr.ent on 

Social Security reform by credit,lng the in::erest savings from. deb,: 

reduction to the Social security Trust F:.md so t:-tat it wi1':' be strong 

and sound foc the next 50 years. (Applause.) 


But this is just the st:art of our journey. We must also take 

the right steps toward reaching our great goals. First and foremost, we 

need 3 21st century revolution in education, guided by our faith that 

every single child can learn, {Applause,) Because education is more 

important thsn ever, more than ever the key to our children's future, we 

;nust nake S:.lre all our children have that key. That rr.eans qca:ity 

pre-school and after-school, the best trained teachers in the classroom, 

a:1c c-ollege oPPor"Cunities for all cur children. (Jo.ppla".lse.) 


For seven years now, we've worked hard to improve our schools, 

with opportunity and responsibility -- investing more, but demandin9 

more in turn. Reading, math, college entrance scores are up. Some of 

the most i,mpressive gains are in schools in very poor neighborhoods. 


8'..lt all successful schools have followed the same prO'J'en 

formJ:a: higher standar~s, more accountabili~y, and ex~ra help so 

C:L ldren who need it can get it to reach ::hose statldnrds, . I t:ave se;")t 

Congress a reform plan based on that fort;;:;la, It ho~d.s states ar.d 

school distn.ct.s accountable for progress, and rewards -.:he::n for results, 

Each year, our national governrr:ent invests more than $15 billion in our 

schools, It is tine to support ~hat WOrks and stop su?porting what 

doesn't. (Applause.) 


Now, as ....e dem..nd t;\ore feom our schools, we should also invest. 

more in our schools. (Appl."iuse, ) Let:' s double our investment to help 

St5:::es and dis·.:ricts turn around their worst-performing schools, or shct 

::he.':\ down. L-ec:' s double our investments in aftc.r-scr.ool acd s'J::uner 

school proqrar"s, which bco3t achievement and keep people o:f l:.he sr:reets 

and out of trouble. (Applaus(}, } Ie we do this, we can give every 

single child in every fa.iling school ill Amer:.ca -- everyone -- the 

chance to meet high standards, ' 


Since 1993, we've nearly doubled our investment in Head Start 

and lrnp.coved its quality. Tonight, 1 ask you for another $1 billion for 

Head Sts.rt, the larqes: increase in che history of the progratiL 
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(Applause. ) 

We know that children learn best in smaller classes wi~~ good 

teaer-ars, For two years ilt a row, Congress has supported my plan to 

hire 100,QOO new qUalified teachers to lower class size in the early 

grades. I thank you for that, and I ask you to make it three i" a row. 

(Applause.) And to make sure all teachers know the subjects they teach, 

tonight 1 ~ropose a new teacher quality initiative -- to recruit ~ore 


talented people into the classroom, rewacd good teachers for staying 

there, and give all teachers the training they need. (Applause,} 


We know charter schocls provide real public school choice. 

When I became P!:esident, there was just O:1e independent public charter 

school in OlE America. ~oday, thanks to you, there are L 100. I ask 

you now to help ~s meet our goal of 3,000 charter schools by next year. 

IApplau8S.) 

We know we must conr-ect al.i our classroom.s to the Internet, 

ar:d we'ro get::ing there. In 1994, only 3 percent of our classrooms v!ere 

connected. 7oday, with the help of :he V~ce Pres~dent's E-rate prcqram, 

mere than half of thee: are. And 9J percent of our schools have at least 

one Internet conne8<.::ion. (Applause.) 


But We cannot finish the job ·,.;hen a third of all our schools 

are iL seriou~ disrepair. Many of tham have walls and wires so old, 

they're too old for t:!le Internet. So to:1ight, I propose to help 5,000 

schools a yeal' make immedia~e a!"ld urgent repairs; and again, to help 

build or model'nize 6,000 more, to get students out of trailers and into 

high-tech classrooms. (Applause") 


1 ask all of you to help me double our bipartisan Gear-Up . 

program, which provides mentors for disadvantaged yO~lOg people, I f we 

double it, we can provide mento~s for 1.4 million of them. iApplause.; 

!.et·s also offer these kids from disadvantaged backgrounds the, sa::ne 

chance to take the same college test-prep courses wealthier students use 

to boost theiJ: t.est. scoreS. (Applause.) 


'To nake the American Dream achievable for all,· we must make 

college af!.'ordable tor all, For severt years, 0" a bipart isa:; basis, we 

have tak'en action toward that goal: larger Fell grants, more affordable 

student lo<.ms, education IRAs, and our HOPE schc:arshipsr w;licr. have 

already ;:,enefitted 5 .:nill':'O:l your.g people. 


Now/ 67 per:::ent of high s:::hoo":' graduates are going on t::> 

COllege. Tha': 's up 10 percent since 1993. Yet rr.L1.hons of fa::nilies 

still strain to'pay college tuitl0n. They need help. :Applause.} So T 

propose a lan~~ark S30-billicn college opportu:iicy tax cut -- a middle 

class tax deduction for up to $10,000 in college tuition costs. 

{Applause. I The prevl0us actions of this Congress have already made two 

years of college affordable for all. It's time to make four. years of 

college affordable for all. (Applause.} If we take all these steps, 

we'll move a Long way toward making sure every child starts school ready 

to learn and graduates ready to succeed. 


We need a 21st century revolution to reward work and 

strengthen families, by giving every parent the tools to succeed at work 

and at the most impo~tant work of all -- raising children. That means 

making sure every family has health care ar.d ::he support to care for 

agin9 parents, the tools to bring their childrer. up righr;;, ar,d tha-c :to 

chJ,ld grows up in poverty. 


From. my firs:: days as Pres.!.cient, we've worked to gi\'e fat:'tllies 

better access ~o better health care. In 1997, we passed the Ch~ldren's 


Hca~th Insurnnce Progrn:n -- CHIP so that worke:::s wr..o don':; have 

c-ovcrllge throug:-, thei::- employers at least can get it for cheir c:'ildren. 
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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 1993. 

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 -- togBther with our children's initiative, this action would 

enable us to cover nearly a quarter of all the uninsured people in 

America. 


Again, I want to ask you to let people between the ages of 55 
and 65 -- the fastest growing group of uninsured -- buy into Medicare. 

(Applause.) And this year I propose to 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 genlHation 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 

billion of our budget surplus to keep Medicare solvent past 2025. 

(Applause.) And, at long last, it also 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 older Americans who need prescription drugs 

the most pay the highest prices for them. In good conscience, we cannot 

let another year pass without extending to all our seniors this lifeline 

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, 

to $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 Whito House Conference on Mental Health last year, and who for 

seven years has led all our efforts to break down the barriers to 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 mtlst also make investments that reward work and support 

families. Nothing 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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Aznericans work their way out of poverty toward the middle class. That's 
double the number in 1993, 

Toni9ht, I prqpcse ar:other major expansion of the E.Irc: to 
redt.;ce the marriage penalty. to m.::%c sure it rewards marriage as i:: 
re~iards work -- (t:pp':a'Jse) -- and also, to expand the tax credic: for 
famil:es that have more than two child~en. :t: pur-ishes people with more 
than ~wo chi:dren today. {Applause.) Our proposal would al:ow families 
with three or lll¢r'e children to get up to $1,100 more ,In tax relief. 
These are working families; their children should not be i:1 poverty. 
!Applause. ) 

We als:) can't reward work a.nd family unless men and wo::nen get 
equal pay for 8qunl work. (Applause.) Today, the fQmale unemployment 
rate is the lowest it !'las beer. in 46 years. Yet, womer. still only earn 
about 75 cents for every doL.ar me;) earn, W,e must co better, by 
providi~g the resources to enforce present equal pay laws; trai~ing ~ore 
women :cr h:'gn-paying, high-tech jobs; and passing 1::he Paychecx Fairness 
Act. {Applause.) , 

Many working parents spend up to a quarter ~- a quarter ~- of 
their incolt".e on child care. Last year, we helped paren:s provide child 
care for a~o~t 2 m::!.llio:1 children. My chi:d care initiative, before you 
now, along with funds already secured :"r. welfare reform, w::Juld make 
child care bet1:cr, safer and more affordable for another 400,00C 
child:::en. I a~Jk y::.u to pass that, Tt-.ey need it out there -- (appln'Jse.) 

For hard-pressed middle-incor;)e families, we Sh01;ld also expar.d 
t.he child care tax credit, And I believe strongly we shQuld take the 
,next big step and make that tax credit refundable for low-income 
families. (Applause.) For people making under $30,000 a year, that 
could mean up 1:0 $;2,400 !or child care costs. You know, we all say 
we're ?ro-work and pro-family. paSSing t~is proposal would prove it. 
(Applause., 

Tens of mi:lior.s of At:\ericans live frolt'. paycheci\ to paycheck. 
As hard as they work, they still don't have the opportcnity to save. 
Too few can make use of IRAs and 401-K plans, We should do more tc be~p 
all working fanilies save and accumulate weal~h. That's the idea behind 
the Individual Development Accounts, the rOAs. I ask you to take that 
idea to a new level. with new Retire~ent Savings Accounts that ena~le 
every low- and moderate-income family in America to save for ro'.'l:tirement, 
a first heme, ~I medical emergency, or a college edvcatio:1. X propose to 
:natch their cont:rib'-ltions, hcwever s::1all l dollar for dollar, every year 
they save. Ana I prcpose to give a majo,;: new -:.:ax cred.;.t to any s:nilll 
business that will provide a meaningful pensiot; to its workers. 'fhos(l 
people ought to have retirement as we:l as the rest of us. (Applause.) 

Nearly one in three American children grows up wit~out a 
father. These children are five ~imes more likely to live in poverty 
~han children with both parents at: home. Clearly, demanding and 
supporting re$po~sible fatherhood is critical to lifting all children 
cut of poverty. We've doubled child SUP90rt ~oUec~ions since 1992. 
And I'm proposing to you ::ough new measures to hold still more fathers 
:::esponsible" 

But we should recognize that a lot of fathers wan~ to do ri~h~ 
by their children, but ;leed help to do it. Carios Rosas of St. Paul, 
Minnesota, wanted to do right by his son, and he got the help to do it. 
Now he's got a good job and he supports his little boy. ~y budget will 
help 40,000 more fathers :::',ake t!'le same choices Carlos Rosas did. I 
thank him for being here t:onight, (Applause,) Stand up, Cados. ':'hanr; 
you. (Applause.) 

if there is <lny sing.i.e issu':i on which we shou:'c be able to 
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reach across party lines, it is in cur co~~on co~i~ment to reward work 
and strengthen families, similar to what we d~:;::' l«f:l'::: year, We came 
together to help people witr. disabilit.ies keep their health ir:surance 
when they go to work. And I tha~k you =or thac:. ':'ha:lks to cven;helming 
bipartisan support froft'. this Congress, I;le r.ave im:;::roved foster care. 
We've helped these- yOClng 9cople who leave it ;.;he;] they ;:urn IB, and we 
have dramatically increased the ~um~er of foster care children going 
into adoptive homes. I thimk all of you for all of that. (Applause.) 

Of course, I am forever gratefal to the person who has led our 
efforts from the begionir.g, and who's worked so tirelessly for children 
and families fo:: 30 years now: my wife, HiLlary. And I thank her. 
(App:'ause, ) 

7~ we ~ake the seeps I've just discussed. we can go a long, 
long way toward empowering parents to succeed at home and at work, and 
ensuring that no child is raised in poverty. We can make the~e vital 
investments in health care, edUcation, support for working families~ and 
still offer tax cuts to help pay for college, fOr retirement, to care 
for agi~g parents, to reduce the marriage penalty. We can do these 
things witho:Jt forsaking the path of. fiscal discipline that got us '.:0 
:his point here tonight, 

Indeed, we must make these investments aed these tax C'Jt:s in 
the context of a balanced budget that strengthens and extends the life 
of social security and Medicare and pays down the national debt, 
(Applause, ) 

Crime in America has dropped for the past seven years -­
that's the longest decline on record -- th<tnks to a :lational consensus 
we helped to forge on cor~unity police, sensible g~n safet:y laws, and 
effective prevention. aut nobody -- nobody here, r.obody in America -­
believes we're safe enough, So agai;"!, I ask you ;;0 set a 'higher goal. 
Let's make this country the safest big country in the world. 
(Applause. ) 

Last fall, Co~gres$ supported my plan to hire, in addition to 
the IDO, 000 CCI7.m~ni ty pO:ice we' ve a 1 ready funded, 50,000 rnore, 
concentrated in high-crima neighborhoods. r ask your Continued sUFPor~ 
for tha'.:, 

Soon after the Columbine tragedy, Congress considered 
common-senSe gun legislation, to require Brady backgrou~d checks at the 
gun shows, child safety locks for new handguns, and a ban on the 
importation of large-capacity ammunition clips, With courage -- and a 
tie-breaking vote by the Vice President -- (applause) -- the Senate 
faced dowr. the gun lobby, stood up for the Americnr, people, a~d passed 
this legisl.ation, But the House failed to follow sui;:, 

Now, we have all. seen what happe:'\s when g'Jns fall into the 
wrong hands" Daniel Mauser was only 15 years old wher. he .....as gunned 
down at Columbine, He was an amazing kid -- a straight-A s~uden~, a 
good skier. Like all parents who lose their children. his father Tom 
has borne unimaginable grief, Somehow he has found the strength to 
honor his son by transforming his grief into action, Earlier this 
month, he took a leave of absence frcm h:...s job to f1.ght for tougher gun 
safety law;;. I pr<l.y that his cC>UYilge and ""isdorr: ..... ill at long last move 
this Congress to make cornmon-ser,S8 gur. :cgislalion thry, very next order 
of business, (Applacse.) 

Tom Mat:ser, stand up. We thank you for being here tonight, 
(Applause. } ~o~. Thank you, Tom. (Applause. ) 

'fie :n"Jst s:ren~then our gun laws and enforce those already on 
the boo~s betr.er, (Applause, l federal gun crime prosecutions a:::€' up 16 
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percent since: took office. Bu~ we must do fTlor.e. I propose to hire 
more federal and local gu;"! prosecl:tors .ar.d more ATF agents to crack dOl10 

on illegal gun traffickers and bad-apple dealers. And we must give them 
the enforcement tools that they need, tools to trace every gun and ellery 
bullet used in every gun crime in the United States. I ask you to help 
us do that, (Applause.) 

8very sta~e in :his country already reGuires hunters and 
automobile drivers to have a license, I think they ought: to do the same 
thin9 Cor handgun purchases. (App:'ause.) Now, spec,:.:'ically, I propose 
a pla~ to e~sure that all new handgun buyers mus~ first have a photo 
license from -::~e:"r state showing they passed the Bracy oackgrcl;nd cr.ock 
and a gun safety course, before they get the gun. t hope yo',]'ll help mo' 
pass tha~,in this Congress. (Applause.) 

Listan to this -- listen to this. The accidental gun rate -­
the accidental gun death rate of children u!1cier 15 in the Cnited States 
is nine times higher than in the other 25 industriallzed cou~tries 
combined. NO'...·, technologies now exist that could lead to guns that can 
only be fired by the adults who own them, 1 ask Congress to fund 
research into smart gu~ technology, to save these children's lives. 
(Applause.) I ask responsible leaders in the gun industry to work with 
us on smart guns, and other steps to keep guns out of ~he wrong hands, 
to keep our c~ildren safe. 

'tau kr.mi', every parent I know worries about the impact of 
violence in the media on their children. I wan~ to begin by thanking 
the entertrunment -l,nclustry for accept.l.og my challenge to put voluntary' 
ratir.gs on TV programs and video and Internet games. Bet, frankly, the 
ratings are too numerous, diverse and confusing to be rea2,ly \';seful to 
parents, So to~i9h~, = ask ~he industry to accept the First Lady's 
challenge to deve-lcp a single voluntary rating system for all children's 
entertai~~ent that is easier fer pare~ts to understand and enforce. 
(Applause.) The steps r outline will take us well on our way to making 
America the safest big country in the world. 

Now, to keep our historic economic expansion going -- the 
subject of a lot of discussion in this communit y 'and others -- 1 believe 
we need a 21st century revolution to open new markets, start new 
businesses, hire new woz:kers right here In America -- in our inner 
cities. poor rural areas, and Native ~~erican reservations. (Applause.) 

O~r nation's prosperity hasn't yet reached these places. Over 
the last s!.x mor.ths, I've traveled to a lot of them, joined by many of 
you, and many fa::-sighted busi:<es5 peop,:"e, to shine a spotlight 0:1 the 
enormous potential in c01llr',u~i:;ies from I\ppalacrua to the Mississippi 
Delta, from \.1atts to the Pi:se 2ids;e Reservation. Everywhere r go, r 
lr,oet talented people eilger for opportunity, and 50:e ;::0 WO:;:)<;, Tonight I 
ask yCl:, :i.et's put theJl1 to work. (Applause. i For b:.lsi:1ess, i':'5 the 
smart t;,ing to do. For Arner:ica, it's the right thing to dc. And let me 
as k yoc 50methi:1g -- 1 f we don't: do this now, when in the wide \.,/or: ld 
will we ever get around to it? (Applause.) 

So r ask Congress to give businesses t:.,e same incentives to 
invest in America's new markets they now have 'Co invest in markets 
overseas. (Applause.) Tonight, I propose a larqe New Markets tax 
credit a~d other ~~centives to spur $22 billion in private-sector 
capital to create new businesses and new investments in our inner cities 
nnd rural areas. (Applause,) 

BeC<luse empowerment: zones have beer. creat:.:".g these 
cppcrcl:nicies ::0:: five yea:cs now, I also ask yeu to i!1crease incer.cives 
to invest 1.;) '.:hec and. to cr:eate more of them. (Applause.} 

And 1e:: me s;:;y ~o all of you agair: what I have tried tc say at 
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every turn -- this is not a Democratic or a Republican issue. Giving 
people a chance to live their dreams is an American issue," (Applause.) 

Mr. Speaker, it was a powerful moment last November when you 

joined Reverend Jesse Jackson and me in your home state of Illinois, and 

committed to working toward our common goal, by combining the best ideas 

from both sides of the aisle. I want to thank you again, and to 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 inc.cease economic opportunity, health care, education and law 

enforcement fo.c our 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 conserv-ation, 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. ) 

OppoJ~tunity for all requires something else today -- having 

access to a computer and knowing how to use it. That means we must 

close the digital .divide between those who've got the tools and those 

who don't. (Applause.) 


Conm!cting classrooms and libraries to the Internet is 

crucial, but 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 to join us. This is a national crusade. 

We have got to do this, and do it quickly. (Applause.) 


Now, again I say to you, these are steps, but step by step, we 

can go a long ~;ay 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 nations and individuals, 

and economies 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 build our future 
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withoct helping others ~o builc theirs. 

7hC fi1St t:,lng we have got to do :8 to forge a new conser.sus 
or. trade. No>-:, those of us who be.Heve pass..:.onately in the pO'Nec of 
open trade, we hav.e to ensure ::hat :..~ lifts both our living standards 
and our values, never toleratioq abusive child labor or a race to the 
bottom in the environment and worker protection, But others must 
recognize that open markets and rule-based trad~ are the best engines 
we know of for raising Ilving sta~dards, reducing global poverty and 
environmental destruction, and assuring the free flo;.; of ideas, 

I believe as ;strongly tonight as I did the first day I got 
here, the only direction forward for America on trade -- the only 
direct~on for America on trade is to keep going.forw~rd, I ask you to 
help me forge that consensus. (Applause.) 

We have to ::lake developing economies our partners in 
prosperity. That's why I would like ';0 ask you agnin to fin&":'ize O'Jr 
g,t-"oundbreaking Africa:; ar,d Caribbean 8asin trade initiati.,,-es. 
(Applause, J 

But globalizatiOn is about ~ore than economics. Our purpose 
must be to bring together the world around freedom and democracy and 
peace, and to CppOS8 those who would tear it apart, Here are the 
fu:,darnental challenges I believe America ffi:.IS"!:: meet to shape the 21st 
century wor~d. 

rirst, we must continue to encourage our former adversaries, 
Russia and China, to emerge as stable, prosperous, democratic nations, 
Both are being held back today from reaching their full potential: 
Russia by the legacy of communism, an economy in turmoil, a cruel and 
self-defeating war in Chechnya; China by the illusion that it can buy 
stabi:ity,at the exper.se of freedom. 

But think how muc:h has changed in the past decade: 5,000 
former Soviet nucloar weapons taken out of commission; Russian soldiers 
actcally serving with ours i~ the Balkans; Russian people electing their 
leaders for the firs~ time in a thousand yea~s; anc in China, an econo~y 
more open to the world than ever before. 

Of: CO',lrse, no one, not a s.1og1e pers::m in this ct.amber 
tonight, can know for sure whi!lt direction these great nations will take. 
But we do know for sure that we can choose what we do. And we should do 
everything in our power to increase the chance that they will choose 
wisely, to be const!."uctive ::;embers of our global community, 

7hat's why ..,'e should suppor::. those Russians who are struggling 
for a democratic, prosperous future; contlnue to reduce bot~ our nuclear 
arsenals I and telp :i<:ussia '::0 safeguard weapor.s and materials t!la::. 
r-emain. 

And that's why I believe Congress should support the agreement 
we l1c90tiated 'Co bring China into the WTO, by pas.sing Pe~manent Not't;lal 
Trad>? Relations wieh China as soon as poss::ble this year. (Applause. i 

I think yO:J oug!lt to de it for twq retlscns. first: 0: all, O:.lr 
markets are already open to C~ina; this agreement will ope~ China's 
markets to us. "(Applacse.} And, second, it will plainly advance ~he 
cause of peace in Asia and promote the cause of change in China, No, we 
don't kt;ow where it's 90i:19. All we can do is decide wna.: we're goir:g 
to co. tl'Jt when all is said e::1d dO:1e, we need ':0 kJ:Ow we c.id everythi:1g 
w(: posslbly COL:ld to rr,aximize the chaneB that China w.111 Choose thl? 
right future. (Applause.) 

A second challeoge we've <jOt is to protect our OW!) secu-:::ity 
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from conflicts that pose ete risk of wider war and threaten our common 

humanity. ylc can't preven:: every conflict or stop every outrage. But 

where O:.lC ir.teres:':s ar<1l at stake and we can make a difference, we shoL:lc 

be, and we ~us:.: ze, peacemakers. 


We should be proud of our role in bringing the Middle Zast 

closer to a lasting peace; building peace in Northern Ireland; working 

for peace ~n East 7ixor and Africa; promoting reconciliation between 

Greece and Turkey .!led i!'l Cyp:n;s; work':'r:g '.:0 defus€! these crises bet.ween 

India and ?ak~5tan; in de£e~ding human rights and religious freedc~. 


~~~ we should be proud of the men and wOmen of our Armed forces anci 

those of ou~ allies who stopped the ethnic cleansing in Kesovo, enabling 

a ~illion peopl~ to return to their homes. (Applause.) 


When Slobodan Milosevi:::: t.:nleashed his to'r1'O(:' on Kosovo, 

Captain John Cherrey was OLe of the brave airmen who turned the 'tide, 

And ,.Jhen <lnethe!: American plane was shot down ovec Serbia, he flew into 

the teeth 0:: er:er:,y air defenses to brin<] his fellow pilot home. Thar:ks 

to our Arll'.ed Forces' skill and bravery, we prevailed in Kosovo without 

losing a single American in combat. (Applause.l I want to introduce 

Captain Cherrey to you, We honor Captain Cherrey, and we prolt".ise you, 

Captain. weIll finish the job y04 began. Sta~d up so we car. see you. 

·{Applause. ) . 


A third challenge we have is to keep this inexorable march of 

tecb:lology froOm giving terrorists and potentially hostile nations the 

means to ur.dermine our defenses. Keep in mind, the same technological 

adva:lces that have shrunk cell phones to fit in the pal:ns of our hands 

can also make "."eapoos of terror easier to conCeal and easier to use. 


We must meet this tr.rea;: by making effective agreements to 

restrain nucle.lr and missile programs in North Korea; curbing the flow 

of let!1al cechnology to Iran; preventing Iraq from threatening its 

neighbors; increasing our preparedness against chemical and biological 

attack; protectir.g our vital computer systems from hackers and 

c=imi~als; and developing a system to defend against new ~issile threats 

-- while worhng to preserve our AE!-l missile treaty wi;;h Rt;ss~a. ~';e 


m~st do all these things. 


I predict to you, when most of us are long gone, but some time 

in the next 10 to 20 years, the major security threat this country will 

face will come ==om the ene~ies of the nation state: the 

narco-;:raffick~rs and the terrorists and the organized cr~minals, wto 

will be organi~:ed together, wO:t"king together/ with i:lcreasi:;g access to 

ever-more sophisticated chemical and biological ....eapcns, 


And ! want to thank the Pe~tagon and others for doing what 

they're doing right now to try to help protect us and plan for that, so 

th3t our defenses will be s~~ong. = ask for your support to ensure ~hey 


can succeed. lAppla;;se,) 


r also want to ask you for a constructive bipar::tisan dialogue 

this year to work to build a consensus which I hope will eventually lead 

to the ratificat~on ot the Co~pr~hensive Nuclear Test San Treaty. 

{Applause. } 


r hOj:e we ciln also helve a constructive effort to mae:: the 

C~Q.1l.-enge ~:!"lac: is presented to o\.lr planet by the huge gulf bctweer. dch 

a:ld poor. VJe can:lot accept a world in which part of hu:na::l;'::y lives on 

the cutting edge of a new e(!(Hlomy, and the rest live on the bare edge of 

survivoOil. I think we have to do our pa::t to change that -- with 

expoOinded trade, expanded aid, an~ the expansion of freedom. 


T!"!2.s ,is i:lteresl;: Lng -- from NigerIa to Indonesta, more geople 

9c\: the rig!!!: to choese their leaders in 1999 than in 1989, when the 
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Berlin 11all fell .. \~e've got to stand by these democracies -- including, 

and especially tonight, Colombia, which is fighting nareo-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 

to go after what these drug barons value the most -- their money. And 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 economic growth. That's what the Pope and 

other religious leaders have urged us to do. And last year, Congress 

made a down payment on America's share. I ask you to continue that. I 

thank you for ·...,hat you did, and ask you to stay the course. (Applause.) 


I also want to say that America must help more nations to 

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 I 

give you invests $150 million more in the fight against this and other 

infectious killers. And today, I propose a tax credit to speed the 

development of vaccines for diseases like malaria, TB and AIDS. 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 do 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 21st 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 to pas!; this budget. (Applause.) 


I also want to say something, if I might, very personal 

tonight. The American people watching us at home, with the help of all 

the corrunentators, 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. I thank you for that. (Applause.) 


I alt;o want to thank, especially, two people. First, I want 

to thank our Secretary of Defense, Bill Cohen, for symbolizing our 

bipartisan'eonwlitment 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.) 


ThesEi 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 to 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 to 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 than 500 

neighbo~hoods of toxic waste, ensured cleaner air and water for millions 

of people, In the past three mont.hs alone, we've helped preserve 40 

~illion ac~es of roadless lands in the national forests, c~eated ~hree 


new :-;ational rr,onu;ne:1ts. 


But as our corJU'_wities grow, our commitment to conservation 

must continue to grow. Tonight, I ?ropose creating a permanent 

consarvat.ton fund, to restore wi:dlife, pt'<)toct coast:i:'les, save natural 

treasures, from the California redwoods t,o the Florida Everglades. 

i!-.pplause, ) 

This I.ands Legacy endowment would represent by far the most 

enduring investment in land preservation ever proposed in this House. I 

hop~ we ca:1 get together wit.h all the people Idth different ideas and do 

this. This is a gift we should give to our childrar, and our 

grandchildren for all time, across party lines. We can ~ake an 

agreement to do this. (Applause.} 


I~ast year, the Vice President launched a new effort to maite 

::ommunities m.ere libera';" -- livable -- (laughter) -- liberal, I know, 

lI.iaugnter and applause. I Wail.: a :minute, I've got a punchline now, 

That's this year's agenda; last year was livable, right? (Laughter.) 

That's what Senator Lot'C is going to say in the commentary afterwiI:r:'ds. 

{Laughter,} To make our comnunities m.ore livable. This is big 

business, This is a big issue, What does that t:'Iean? You ask anybody 

that lives in an unlivable community, and they'll tell you. They want 

their kids to grow up next to parks, not parking lots; the parents don't 

have to spend all their time stalled in traffic when they could be home 

with their children. 


Tonight, I ask you ';;0 support new funding for ':he following 

things, to make American COTll,lrtu:'li'Cies for liberal -- livable. (Laughter 

and applause,) I've done pretty well with this spee:::h, but I can't sa}' 

that. (Applause.) 


One, I 'dant yoa to help us to do three things. We need 7,lore 

f\,lndin'j for advanced transit systems. (Applause. J We need more funding 

for saving open spaces in places of heavy development. (Applause.) And 

we ne(!d more funding -- this ought to have bipartisan appeal -- we need 

more funding for helping major cities around the Great Lakes protect 

their waterways and enhance their quality of life. We need ~hese things 

and I wa~t you to help us. (Applause,) 


The greatest e:wironmental challenge of the new c~nt1,.;ry is 

globlJl wa:::::ninS. The scientists tell us the 19905 were the hottest 

decade of the entire It'...;. lIe r.;,;.'JIX.. "''' we fail to reduce the emission of 

greenhouse gases, dendly hca:: waves and droughts will become more 

frequent, coastal areas ;..,'111 flood, ane eccnomies will be disrupted, 

That is going to happen, unless we act. 


Many people in the United States -- some people in this 

chamber -- and lots of folks around the world still believe you cannot 

cut greenhouse gas emissions without sl(Ming economic growth. In t.he 

Industrial Aqe that may well have been true, But in this d~gital 


economy, it is :1ot tr..H~ anymore. New t3cr.nologies make it possible to 

cut harmful emlssicns and provide eve:-. ":'.ore growth, 


For example, just last week, autor.ake:s I.;?)':eiled cars that; get 
70 :0 $0 miles a gallon -- ehe lruies of a unique rese~rc~ partne 

be:wee:l governmenc and industry. And before YOIl know i':, efLiclent: 

;;;rocuction of bio-fuels "11:.1 give us the equivalent of hundreds of miles 

from a gallon of gasoline, 
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To (,peed innovation in these kind of technologies, I think ;.,'e 

should give a major tax ir:centi'Je to b"Jsiness for the productior: of 

clear. energy, and to families for buying c:lergy-savir:g homes and 

appliances and the next generation of super-efficient cars when they hit 

t.he showroo~ floor. I also ask the auto indust.ry to use th<>: available 

techr.ologies to ;aake all new cars more fuel-efficient right away. 


And I ask this Congress to do something else. please he1p us 

make more of our clean e!1ergy technology available to the developing 

wOrld. That will crea::e cleaner growth abroad and a lot more new jobs 

here in the United, S::ates of Amencs. (Applause.} 


In the new century, innO\'atioo$ in science and technology will 

be the ~ey not only to the health of the environment, but to mi~aculous 


improvE::,.ents .Hi the quality of our lives and advances in ::;he economy. 

Later this yeat:, researcherS will complete the fi.rst craft of the entire 

human genome, the very bluept:int of life. It is important for all our 

fellow Americans to recognize that federal tax dollars have funded Ir.l:ch 

of t!1is research, and that this and othel' wise invest:nents i:'1 $cience 

are leading to a revolution in our ability to cietect, treat, and prevent 

disease. 


For example, researchers have identified genes that ca~se 


Par~inson·s. diabetes, and certain kinds of cancer -- they are ciesigned 

precision therapies that will block the harmful effect of these genes 

for good. Researchers already are using this new technique to target 

and destroy cei,;:s that cause breast ca:1cer. Sooo, we may be able to use 

it to prevent the onset o~ Alzheimer's. Scientists are also ',,;orking on 

an ar~ificial retina to help many blind people to see -- and listen to 

this -- r,icrochips that would actually directly stimulate damaged spir:al 

cords i:1 a way that could allow people nOw paralyzed to stane 'Jp and 

walk. {App:ause.) 


Tl":ese kinds of i!1novations are also propelling our ro;markable 

pros~erity. Infcrmation techcology only includes 8 pe=~~nt of our 

employment. but: now it counts· for a third of our economic qrowth - ­

alolig with jobs that: pay, by the way, about 80 percent above the private 

sector average. Again, we ought to keep ia :nind, goverrunent-funded 

r.csearch brought s~percomputer$, the rnternet, and cOfllffiunicacions 

satellites into being. Soon researchers will brin9 us devices that c?n 

translate foreign languages as fast as you can talk; materials 10 times 

stro~ger. than steel at a frac~ion of the waight; and -- this is 

unbelievable to rr,e -- ffiolec:Jlar computers the size of a tear drop with 

the power of today's fastest supercomputers. 


To accelerate the :narch of dis~overy across all these 

discipL.r.es .1.r: scl,e:ice ane technology, I ask you to support r.ly 

recommendation of an unp:=-ecedented $3 bill,lon in the 21st Century 

Research F\).nd, the lar'.gest increase in 'civjlian reseax:ch in a 

generation, rie owe it to our future. (Applause.) 


Now, these new breakthroughs have to be used in ways that 

reflect oux: values. First and foremos~. we have to safeguard our 

citizens' privacy. Last year, we proposed to pro~ect every citize,,'s 

mecLic»l t:ec~rd. '!'his year, we viill finolize tr..CSG ru:es. ~';e'vt,: also 

ta~en the first ste?s to protect :he privacy 0: bank and credi~ card 

records and other financial statements. Soon I will send 1eg:"sl.atio:1 to 

you :::0 finish that job, We ;:,ust also act to prevent a:'\y gene"Cic 

discrim5_tlatlon whatevGr by €:npLoyers ar insurers. I hope you wi':'l 

support ::hat. (Applause, : 


These steps will allow us to lead toward the far fro0tiers of 

scien:::e a:1d tec~nolcgy. They will enhar.ce o'Jr hea:th, the environmC:1t, 

the economy in ways we c.,n't even i:nagille "Coday. But we ail !(now that 
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at a time when science, technology and t.r.e forces of globalization dre 
bringing sO mtt:ly changes i71to a:l our lives, it's more important than 
ever that we strengthen the bonds that root us in our 10c41 communities 
and in Our national community. 

No tie binds different people together like citizen service. 

There',9 a new spirit of service in America -- a movement we've tried LO 

supporc with AmeriCorps, expanded P€ace Corps, unprecedented new 

partnerships with businesses, foundations, cc~unity 9rcups. 

Partnerships, for example, like the one that enlisted 12,000 companies 

which have now moved 650,000 of our :'e:10'", citize:1s from welf;;H:e to 

work. Partnerships to batt.le drug abuse, AIDS, 'teach young people to 

read, save America's treasures, streng~hen the arts, fight teen 

pregnancy, prevent vio:e:1C8 em~or;9 yo:.m;} people, promote racial hoaling. 

The A.:nerican people are working together. 


BLt wo should do more tn help Americans help each other, 

first, we sho'Jld h(!lp faith-based org<lnizations to do mere to :eight 

pove:::::y and dl:Ug aou.se, and help people ge~ back on the righ:: t!'Bck, 

with initiaxives like Second Chance :iC:::.'les ;:ha: do so ~uch to help unwed 

teen mothers. second, we should support ~~e=ica~s who tithe and 

contr,ibute to charities. but don't earn enough to cla'::m a tax deduction 

for it. (Applause.} Tonight. 1 propose new tax incentives that would 

allow low- and niddle-income citizer.s ;"'ho do:'\'t itemize to get that 

deduGtion. It's nOthing but fair, and it will get more people to give. 

(Applause. j 

We should do more to help new immigrants to fully participate 

in our community. That's why r recommend spending more to teach them 

civics and English. And since everybody in ou::- community COU:1ts, we've 

got: to make sure everyone is counted in this year's census. (Applause.) 


Within 10 years just 10 yea::-s -- there will be no majority 

race in our largest state of California, '. In a little more than 50 

years, there will be no majority race i~ ~~erica. In a more 

interconnected world, this diversity can be our greatest strength. J8St 

look around tlus ch,<uro«r. Look around. We have members in this 

Congress frolt'. virtual:;'y every racial, ethnic 1 and religious backqrocnd. 

And:: think yol.:. ',.;::>uld ag::ee that America is stronger beCause of it. 

{Applause, ) 


You also have to aqree that 311 those di fferer.ces you just 

clapped for all too often spark hatred and division ever. here at home. 

Just in the last couple of years, we've seen a ~an dragged to death in 

Texas just because he was black. We saw a young man murdered in Wyoming 

just because he was gay. Last year, we saw the shootings of African 

Americans, Asian P~ericans, and Jewish children just because of who they 

were. This is not the Air"erican way, and we must draw the line. 

(Applause. ) 

I ask 'lOu to draw that line by pa,s,sing without dela}' the Hate 

Cri,,,es Prevention Act and the Employment Non-Discri:nination Act. 

(Applause.) And I ask you to t"eauthorize the Violence A~13in:st v.:omen 

Act. ;Applau3e.) 


Finally tonigr:t, I ';'t:opose the :argest-ever Invescment in our 

civil rights laws for enforcement, o(!:;;m:sc :1-0 F-,,"",ericar. should be 

subjected to discr~mination in findb;J 2 ho!i'.~, gett::ing 2 job, going to 

scnoo,l, Or' securing a ':"oan. I?rotectiof's in l<l\~ should be protections in 

fact. ;Applause. J 


~as~ February, because I thought this was so important, r 

created the ~illlte House Office of One America to promote racia:' 

recor.ci.i.iation. :-hat' s what one of my personal heroes, Haf".k Aaron, has 

done all his Life. FrOm his days as our all-time hone em king to his 
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reCOI~t acts of healing, he has always brous:~t peop18 together. N.) 
should fellow his exa:;.ple, and we're her-cred to have him with us 
tonight. Stand up, Hank Aaron, (Applause.) 

I just Wa:1t. to say onC more thine; about ::r.is, "od I want every 
one ~f yot.: to think tl.c:>t:t this the :'lext Lien€: yen:. get "lad at ;::.ne of your 
colleagces on ~he o::her side of the a1s:e, Th~s £011, at t;tle l'ihite 
House, Hillary had one of her millennium dinners. and ";e had this very 
distinguished scientist there, who is an exper~ in this whole work in 
the hu~an genome, And he said that we are all, regardless of race, 
ger:etically 99.9 percent: the same. 

Now, you may find that uncomfortable when you look around 
f'.ere, {Laughter.) aut i-::: is worth remembering. We can laugh about 
this, but you thi~k abou~ it, Modern science has contirmed what a~cier.t 
fai:;hs has ablbys taught: th« mcst jmpo.::'::ar-t fact of life is au::: comnor'. 
humanity. 'Therefore, WE should do more tha;l just tolerate our divecsity 
-- we should honor it and celebrate it. (Applause.) 

My fellow l,-llericans, every t.\me I prepare for the State of the 
I.;oioo, I approa'ch it with hope and expectation and excitement for ou:­
nation. S;;t tonight ~5 very specia:', because !rIC stand on the mOl,:ntain 
top of a new millennium. Behind us we can look back and see the great 
expa.nse of American achieve<nent; and before us we can see even great-er, 
gra:1der frontiers of possibility. we should, all of us, be filled with 
gratitude and humility for our present progress and prosperi!:y. tie 
shOuld be fi.!.led with awe and joy at what lies over the horizo:J. And we 
should be filled with absolute deterrdnation to 'make the most of it. 

You know, when the framers finished crafting our Cons=itution 
in Philadelphia, Benja:nin Franklin stood in Independence Hall and he 
reflected or. :,he carving 0: the sun that was on the back of a chair he 
sew. The sun was low on the horizor.. So he said this -- he said, "I've 
often wondered whether that sun was rising or setting .. Today," franklin 
said, "I have the happiness to know it's a rising sun." Today, because 
each succeeding generation of Am?ricans has kep~ the fire of freedom 
burning bright.!y, hghting these frontH!rS cf possibility, we allistill 
bask in the glow and the warmth 0= Mr. !"ranklin' s riSing sur.. 

After 224 years, the American revolution continues, We remain 
a new nat:ion. And as long as our drear..$ outweigh O'.lr memories, A.'T\erica 
wlll be forever yount;, . That is our destiny. And this is our mOl1',cnt. 

Thank you, God bless you, and God bless America, (Applause, ) 

11;08 P.M. EST 
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THE WHITE HOUSE 

Office of the Press secretary 

For Immediate Release January 19~ 1999 

PRESIDENT WILL1AM JEFFERSON CLINTON 
STATE or THE UNION ADDRESS 

United states capitol 
Washington. D.C. 

9:10 P.M. EST 

THE PRESIDENT: Mr. Speaker, Mr. Vice President, members of 

congress l honored guests, my fellow Americana: Tonight, I have the 

honor of reporting to.you on the State of the union. 


Let me bngin by saluting the new speaker of the House, and 
thanking him, f~specially tonight. for extending an invitation to two 
special guests sitting in the gallery with Mrs. Hastert: Lyn Gibson and 
Wei Ling Chestnut are the widows of the two brave Capitol H111 police 
officers who gave their lives to defend freedom's house. (Applause.) 

Mr. speaker f at your swearing-in. you asked us all to work 

together in a ~pirit of civility and bipartisanship. Mr. speaker, 

let'" do exactly that. {Applause.) 


Tonight, I stand before you to report that America has created the 
longest peacetime economic expansion in our history -- (Applause) - ­
with nearly 18 million new jobs, wages rising at more than twice the 
rate at inflation, the highest home ownership in historYt the smallest 
welfare rolls in 30 years, and tho lowest peacetime unemployment since 
1957. (Applause.) 

For the first time in three decades, the budget i5 balanced. 
{Applause.; From a deficit of $290 billion in 1992, we had a surplus of 
$70 billion last year. And now We are on course for budget surpluses 
for the next 25 years. !Applause.) 

Thanks to the pioneering leadership of all of you, we have the 
IOWe$t violent crime rate in a quarter century and the cleanest 

.environment in a quarter century. America is a stronq force for peace 
from No~thern Ireland to Bosnia to the Middle East. 

Thanks to the leadership of Vice President Gore, we have a 
government for the Information Age. Once again, It government that is a 
progressive instrument of the common good, rooted in ou~ oldest values 
of opportunitYr responsibility and community; devoted to fiscal 
responsibility; determdned to 9ive our people the tools they need to 
make the most of their own lives in the 21st century -- a 21st century 
government fox' 21st century America. 

My fellow ~~ericans, I stand before you tonight to report that the 
",tate of our union is strong. (Applause,) 

America is working again. The promise of our future is limi~less. 
But we cannot realize that promise if we allow the hum of our prosperity 
to lull us into complacency. How we fare as a nation far into thte 21st 
century depends upon what we do as a nation today, 
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So with our budget surplus growing, our economy expanding, our 

confidence rising, now is the moment for this generation to meet our 

historic responsibility to the 21st century, 


Our fisc~l di~cipline gives us an unsurpassed opportunity to 

address a remarkable new challenge -- the aging of America. With the 

number of elderly Americans set to double by 2030, the baby boom will 

become a senior boom. So first, and above all, we must save social 

security for the 21st century. (Applause.) 


Early in this century, being old meant being poor. When President 

Roosevelt created Social Secud.ty. thousands wrote to thank him for 

eliminating what one woman called the ~stark terror of penniless/ 

helpless old age." Even today~ without Social security, half our 

nation's elderly would be forced into poverty. 


Today, Social Security is strong. But by 2013, payroll taxes ~ill 

no longer be sufficient to cover monthly payments. By 2032, the trust 

fund will be exhausted and Social Security will be unabl~ to pay the 

full benefits older Americans have been promised. 


The best way to keep Social Security a rock-solid guarantee is not 

to make drastlc cuts in benefits, not to raise payroll tax rates, not to 

drain resources from Social Security in the nnme of saving it. Instead, 

I propose that we make an historic decision to inve4t the surplus to 

save social security. (Applause.) 


specifically, I propose that we co~t 60 percent Qf the budget 

surplus for the next 15 years to Social security, investing a small 

po~tion in the private sector, just as any private or state government 

pension would do. This will earn a higher return and keep Social 

security sound for S$ years. 


But we must aim higher. We should put Social Security on a sound 

footing for the next 75 years. We should ~educe poverty among elderly 

women, who are nearly twice as likely to be poor as our other seniors. 

(Applause.) And we should eliminate the limits on what seniors on 

Social Security can earn. (Applause.) 


NOW, these changes will require difficult but fully achievable 

choices over and above the dedication of the surplus. They must be made 

on a bipartisan basis. They should be made this year. So let me say to 

you tQni9ht, I reach out my hand to all of you in both Houses, in both 

parties, and ask that we join together in saying to the ~rican people: 

We will save Social Secur1ty now. {Applause.) 


Now, la$t year we wisely reserved all of the surplUS until we knew 

what it would take to save social security. A9ain. I saYI we shouldn't 

spend any of it -- not any of it -- until after Social Security is truly 

saved. First things fint. {Applause.} 


second, once we have saved social security. we must fulfill our 

obligation to save and improve Medicare. Already, we have extended the 

life of the Medicare trust fund by 10 years -- but we should extend it 

for at least anothet decade. Tonight, I propose that we use one out of 

every $6 in the surplus for the next 15 years to qua ran tee the soundness 

of Medicare until the year 2020. (Applause. I 


But, again, we should aim higher. We must be willing to work in a 

bipartisan way and look at new ideas, including the upcoming report of 

the bipartisan Medicare Commission. If we work together, we can secure 

Medicare for the next two decades and cover the greatest growing need of 

seniors -- affordable prescription drugs. (Applause.) 
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Third, we must help all Americans# from their first day on the job 

-- to save, to invc3t, to create wealth. From its beginning, Americans 

ha.ve 3upplemente.d Social Security with private pensions and savings. 

Yet, today, millions of people retire with lit.tle to live on other than 

Social Security. Americans living longer than ever simply must save 

more than ever. 


Therefore, in addition to saving Social Security and Medicare, I 

propose a new pension initiative for retirement security in the 21st 

century. I propose that we use a little over 11 percent of the surplus 

to establish universal savings accounts -- USA accounts -- to give all 

Americans the ~ans to save. With these new accounts Amerieans can 

invest as t.hey choose and receive funds to match a portion of their 

~&Ving9, with extra help for those least able to save. USA 6ccounts 

will help all Junericans to share in our nation's wealth and to enjoy a 

more secure retirement. I ask you to support them. !Applause.) 


Fourth, we must invest in long-term care. (Applause.) I propose 

a tax credit of $1.000 for the aged, ailing or disabled, and the 

families who care for them. Long-term care will become a bigger and 

bigger challenge with the aging of America, and we must do more to help 

our families d~al with it, (Applause.) 


t was born in 1946, the first year of the baby boom. I can tell 

you that gne of the greatest concerns of our generation is our absolute 

oeterm1nation not to let our growing old place an intolerable burden on 

our children and their ability to raise our grandchildren. Our economic 

success and ou~ fiscal discipline now give us an opportunity to lift. 

that burden from their shoulders. and we should take it. (Applause.) 


saving Social security, Medicarc 1 creating USA accounts -- this is 

the right way to use the surplus, If we do so -- if we do so -- we will 

still have resources to meet critical needs in education and defense. 

And I want. to pOint out t.hat this proposal ~s fiscally sound. Listen to 

this: If we set aside 60 percent of the surplus for Social security and 

16 percent for Medicare. over the next 15 years, that saving will 

achieve the lowest level of publicly-held debt since right before World 

War 1, in 1917. (Applause.) 


So with these four measure5 -- saving Social Security, 

strengthening Medicare, establishing the USA accounts f supporting 

long-term care we ean begin to meet our generation's historic 

responsibility t.o establish true security for 21st century seniors. 


Now1 there are more children from more diverse backqrounds in our 

public schools than at any time in our history. Their education must 

provide the knowledge and nurture the creativity that will allow our 

entire nation to thrive in the new economy. 


Today we can say something we couldn't say six years ago: With 

tax credits and more affordable student loans, with more work-study 

grants and more Pell grants, with education IRAs and the new HOPE 

scholarship tax cut that more than five million Americans will receive 

this year, we have finally opened the doors of college to all Americans. 

(Applause. ) 


wit.h our support, nearly every state has set higher academic 

standards for public schools, and a voluntary natienal test is being 

developed to 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 connecting every classroom and library to the Internet. 


Last fall, you passed our proposal to start hlrln9 100,000 new 

teachers to reduce class size in the early grades, Now I ask you to 

finish the job. fApplause.} 
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You know, our children are doing better. SAT scores are up; math 
scores have risen in nearly all grades. aut there's a problem. While 
our 4th graders outperform their peers in other countries in math and 
science, our 8th graders are around average, and our 12th graders rank 
near the bottcm. We must do better. Now, each year the national 
government invests more than $15 billion in our public schools. I 
believe we must change the way we invest that money, to support what 
works and to stop supporting what does not work:. (Applause.) 

First, later th~s year, I will send to congress a plan that, for 
the first time, holds states and school district$ accountahle for 
progress and rewards: them for results. My Education Accountability Act 
will require every sohool di5trict reeeiving federal help to take the 
fOllowinq five steps. 

First, all schools ~ust end social promotion. (Applause,) No 
child should graduate from high school with a diploma he or she can't 
read. We do our children no favors when we allow them to pass from 
grade to grade without mastering the material. 

But we can't just hold students back because the system fails 
them. $0 my balanced budget triples the funding for summer school and 
after-school programs, to keep a million children learning. {Applause.) 

Now, if you doubt this will work; Just look at Chioago, which 
ended social promotion and made summer Bchool mandatory for those who 
don't master the basics. Math and reading scores are up three years 
running -- with SOme of the biggest gains 1n some of the poorest 
neighborhoods. It will work, and we should do it. (Applause.) 

second, all states and school districts must turn around their 
worst-performl.nq schools -- or shut them down. (Applause.) That· s the 
policy establ1shed in North Carolina by Governor Jim Hunt.. North 
Carolina made the biggest gains in'test scores in the nation last year. 
Our budget includes $200 million to help states turn around their own 
£ailing schools. 

Third, all states and school districts must be held responsible 
for the qualIty of their teachers. The great majority of our teachers 
do a fine job. But in too many schOOlS, teachers don't have college 
majors -- or oven minors -- in the subjects they teach. New teachers 
should be required to pass performance exam3, and all teachers should 
know the subjects they're teaching. {Applause.) This year's 
balanced hudget CQotains resources to help them reach higher standards. 

And to attract talented youn9 teachers to the toughest 
assignments, 1 recommend a sixfold increase in our program for college 
scholarships for students whQ commit to teach in the inner cities and 
isolated rural areas and Indian communities. Let us bring excellence in 
every part of America. (Applause.) 

Fourth, we must empower parents, with more information and more 
choices. In too many communities, it's easier to qet information 00 the 
quality of th1:'l; local restaurants than on the quality of the local 
schools. Every school district should issue report cards on every 
school. And parents should be given more choices in selecting their 
public schools. {Applause. I 

When 1 became President, there was just one independent pub1ic 
charter school in all America. With our support, on a bipart:Lsan basis, 
today there ace 1,100. My budget assures that early in the next 
century, there will be 3~OOO. (Applause.) 

Fifth. to assure that our class~ooms are truly places of learning~ 
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and to respond to what teachers have been asking us to do for years, we 

should say that all $tates and school districts must both adopt and 

implement sensible discipline policies. (Applause,) 


NOW, let'e do one more thing for our children, Today, too many of 

our schools are so old they're falling apart, or so over-crowded 

students are learninq in trailers. Last fall l Congrees missed the 

opportunity to change that. This year, with 53 million children in our 

schoolS I co.ngress must not ndss that opportunity again. I ask you to 

help our co~unities build or modernize S,OGO schools. (Applau$e.} 


If we do these things -- end social promotion; turn around failinq 

schoola; build mode~n ones; support qualified teachers; promote 

innovation. competition and disCipline -- then we will begin to meet our 

generation'a historic responsibility to create 21st century schools. 

{Applause .j 


Now, we also have to do more to support the millions of parents 

who give their all every day at horne and at work. The most basic tool 

of all is a decent income. So letls raise the ~nirnum wage by a dollar 

an hour over the next two years. (Applause.) And let's make suce that 

women and men qet equal pay for equal work by strengthening enforcement 

of equal pay laws. (Applause.) 


That was encouraging r you know. {Laughter.) There was more 

balance on the aeats. I like that. Let's give them a hand. That's 

great. (Applause. 1 


working parents also need quality child care. (Applause.) So, 

again this year, I ask Congress to support our plan for tax c~edits and 

subsidies tor wo£king famdlies, for lmproved safety and quality, for 

expanded after-school proqrama. And our plan also includes a new tax 

credit for stay-at-home parents, too. They need support, ,as well. ­
(Apple.uae. ) 

Parents should never have to worry about choosing between their 

children and their work. Now, the Family and Medical Leave Act -- the 

very first bill I signed into law -- has now, aince 1993 1 helped 

millions and millions of Americans to ca~e for a newborn baby or an 

ailing relative without risking their jobs. X think it's time, with all 

the evidence that it has been so little burdensome to employers, to 

extend Family Leave to 10 million more Americans working for smaller 

companies. And I hope tou will support it. {Applause.) 


Finally on the matter of work, parents should never have to face 

discrimination in the workplace. So I want to ask congress to prohibit 

co~anies from refUsing to hire or promote workers simply because they 

have children. That is not right. (Applause.} 


America's families deserve the world's best medical care. Thanks 

to bipartisan federal supporc for medical research, we a~e now on .the 

verge of new treatments to prevent or delay diseases from Parkinson'S to 

Alzheimer's~ to arthritis to cancer. But as we continue our advances in 

medical science, we can 1 t let our medical system lag behind. Managed 

care has literally transformed medicine in America -- d~iving down 

costs, but threatening to drive down quality as well. 


I think we ought to say CO every American: You should have the 

right to know all your medical options -- not just the cheapest. If you 

need a specialist, you should have the r~ght to see one. Yeu have a 

right to the neil rest emergency ca.re ~f you 1 re in an accident. These are 

things that we ought to say. And I think we ought to say, you should 

have a right t.O keep your doctor during a period of treatn'.ent., whether 

it's a pregnancy or a chemotherapy t.r::eatment, or anything else. I 

believe this. 
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Now, I've ordered tb~ne rights to be e~tended to the 85 millon 
Americans served by Medicare. Medicaid, and other federal health 
programs. But only Congress can pass a patients· bill of rights for all 
Americans. (Applause.) Now, last year. Con9ress missed that 
opportunity and we must not miss that opportunity again. For the sake 
of our familie~, I ask us to join t0gether across party lines and pa&s a 
strong, enforceable patients' bill of rights. (Applause.) 

As more of our medical records are stored electronically, the 
threats to all our privacy increase. Because Congress has given me the 
authority to a(:t if it doe& not do so by AugU&t, one way or another, we 
can all say to the American people, we will protect the privacy of 
medical records and we will do it this year. (Applause.) 

NowT two years ago, the COngress extended health coverage to up to 
five million children. NOw, we should go beyond that. We shQuld make 
it easier for small businesses to offer health insurance. We should 
give people be~ween the ages of 55 and 65 who lose their health 
insurance the chance to buy into Medicare. And we should contin·ue to 
ensure access to famdly planning. 

No one should have to choose between keeping health care and 
taking a job. And f therefore~ I especially ask you tonight to join 
hands to pass the landmark bipartisan legislation -- proposed by 
Senators Kennedy and Jeffords~ Roth and Moynihan -- to allow people with 
disabilities to keep their health insurance when they go to work. 
(Applause. ) 

We need to enable our public hospitals. our community, Qur 
university health centers to provide basic, affordable care for all the 
millions of working families who don't have any insurance. They do a 
lot of that today, but much more can be done. And my balanced budget 
make~ a good down payment toward that goal. I hope you will think about 
them and support that provision. 

Let me say we must step up our efforts to treat and prevent mental 
illness. No ~rican·should ever be afraid -- ever -- to address this 
disease. This year, we will host a White House Conference on Mental 
Health. With sensitivity, commitment and passion~ Tipper Gore is 
leading our efforts here, and I'd like to thank her for what she's done. 
Thank you. Thank :tQu. (ApplaUse. 1 

As everyone knows, our children are targets of a massive media 
campaign to h'lok them on cigarettel;!. Now, I Bsk this congress to 
resist the tobacco lobby, to reaffirm the FDAls authority to protect 
our children from tobacco, and to hold tobacco companies accountable 
while protecting tobacco farmers. 

Smoking ha~ cost ta~payers hundreds of billions of dollars under 
Medicare and other programs, You know, the states have been right about 
this -- taxpayers shouldn't pay for the cost of lung cancer t emphysema 
and other smolting-re1ated illnesses -- the tobacco companies shOUld. So 
toni9ht 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 these areas -- minimum wage, family leave, child 
care, health care, the safety of our children then we will begin to 
meet our generation's historic responsibility to strengthen our families 
for the 21st century. 

Today, America is the most dynamic I competitive, job- creating 
economy in history. But we can do even better -~ in building a 21st 
century economy that embraces all Americans. 
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Today's income gap is la.rgely a. skills gap. Last year. the 
congress pass~d a law enabling wo~ker8 to get a skills grant to choose 
the training they need. And I applaud all of you here who were part ot 
that. This year~ I recommend a five-year commitment in the new system 
so that we can provide, over the next five Years, appr¢priate training 
opportunities for all Americans who lose their jobs, and expand rapid 
response teams to help all towns which have be~n really hurt when 
businesses close. I hope you will support this. (Applause,) 

~so, I ask your support for a dramatic increase in federal 
support for adult literacy, to mount a national campaign aimed at 
helping the millions and millions of working people who still read at 
less than a 5th grade level. We need to do this. iApplause.l 

Here's some good news: In the past six years, we have cut the 
welfare rolls nearly in half. (Applause.) Two years ago, from this 
podium, I asked five companies to lead a national effort to hire people 
off welfare. Tonight r our Welfare to Work partnership includes 10sOOO 
companies who have hired hundreds of thousands of people. And our 
balanced'budget will help another 200,000 people move to the dignity and 
pride of work. I hope you will support it. (Applause.~ 

We must do more to bring the spark of private enterprise to every 
corner of America -- to build a bridge from Wall Street to Appalachia to 
the Mississippi Delta. to our NatiVe American communities -- with more 
suppor~ for community development banks, for empowerment zones, for 
lOOrOOO more vouchers for affordable hou~ing. And I ask Congress to 
support our bold new plan to help businesses raise up to $15 billion 1n 
private sector capital to bring jobs and opportunities to our inner 
cities and rural areas -- with tax credits, loan guarantees, including 
the new American Private Investment company, modeled on the OVerseas 
Private Investment Company. (Applause.) 

For years and years and Years, we've had this OPIC, this OVerseas 
Private Investment Corporation, because we knew we had untapped markets 
overseas .. But our 9reate~t unt'apped market.!! are not overseas -- they 
are right here at home. And we should go after them. (Applause.) 

We must work hard to help bring prosperity back to the family 
farm. (Applause.; As this congress knows very well, dropping prices 
and the loss of foreign markets have devastated too many family farms. 
Last year, the Congress provided substantial assistance to help stave 
off a disaster in American agriculture. And I am ready to work with 
lawmakers of both parties to create a farm safety net that will include 
crop insurance reform·and farm income assistance. I ask you to join 
~ith me and do this, This should not be a political issue. Everyone 
knows what an economic problem is going on out there in rural America 
today, and we need an appropriate means to address it, (Applause.) 

We must strengthen cur lead in technology, It ...·as government 
investment that led to the creation of the Internet. I propose a 
28-percent increase in long-term computing research. 

We also must be ready for the 21st ~entury from its very first 
moment, by solving the 50-called Y2K computer problem. (Applause.) 

We had one member of Congress stand up and applaud. (Laughter.) 
And we may have about that ratio out there applauding at home, in front 
of their tele.,ision sets. But remerober, this is a hig, big problem. 
And welve been working hard on it. Already, we've made su~e that the 
Social security checks will come on time. (Applause.) nut I want ·all 
the folks at home listening to this to know that we need avery state and 
local 9overrur.ent, every bUsiness. large and small, to work with us to 
make sure that this Y2K computer bug will be remembered as the last 
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headache of the 20th century, not the first crisis of the 21st. 
(Apphuse. ) 

For our own prosperity, we must eupport economic growth abroad. 
You knQW, until recently, a third of our economic growth came tram 
exports. aut over the past year and a halt, financial turmoil overseas 
has put that qrowth at risk. Today, much of the world is in recession, 
with Asia hit especially hard. This is the most serious financial 
crisis in half a century. To meet it, the United states and other 
nations have red~ced interest rates and strenqthened the International 
Monetary Fund. And while the turmoil is not overT we have worked very 
hard with other nations to contain it. 

At the emne time, we have to continue to work on the long-term 
project, building a global financial system for the 21st century that 
p~omQtes p~ospnrity and tames the cycle of boom and bust that has 
engulfed so much of Asia. This June I will meet with other world 
leaders to advfmce this historic purpose. And I ask all of you to 
support our endeavors. 

I Also ask you to support creating A freer and fairer trading 
system for 21st century America. (Applause.) 

I'd like to say something really serious to everyone in this 
chamber in both parties. I think trade has divided us, and divided 
Americans outsIde this chamber, for too long. Somehow we have to find a 
common ground on which business and workers and environmentalists and 
farmers and 9Qvernment can stand together. I believe t.hese are the 
things we ougM: to all agree on. So let me try. 

First, wn ought to tear down barriers, open market.s, and expand 
trade. But at the same· time, we must ensure that ordinary citizens 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 
organizations be more open to public scrutiny, instead o~ mysterious, 
secret things sUbject to wild criticism. 

When you come right down to it. now that the world economy is 
becoming mote and more integrated, we have to do in .the world what we 
spent the better part of this century doing here at home. We have qot 
to put a human face on the global economy. (Applause.) 

We must f!:n force our trade laws when imports unlawfully flood our 
nation. (Appluuse.) I have already informed the government of Japan 
that if that nntion's sudden surge of steel iro~orts into our country is 
not reversed., J\.meric.a. will re5pond. (Applause.} 

We must help all manufacturers hit hard by the present crisis with 
loan guarantees and other incentives to increase American exports by 
nearly $2 billion. I'd like to believe we can achieve a new consensus 
on trade. based on t.hese principles. And I ask the congress again to 
join me in thin common approach and to give the President the trade 
authority long used -- and now overdue and necessary -- to advance our 
prosperity in the 21st century. (Applause.) 

Tonight, I issue a call to the nations of the world to join the 
united states in a new round of qlobal trade negotiations to expand 
exports of services, manufacturers and farm products. Toni9ht I say we 
will work with the International Labor Organization on a new initiative 
to raise labor standards around the world. And this year, we will lead 
the international community to conclude a treaty to ban abusive child 
labor everywhe!:e in the world. (Applause.] 

If we do these things -- invest in our people, our communities , 
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our technology, and lead in the global economy -- then we will begin to 
meet our historic respon~ibility to build a 21st century prosperity for 
America. . 

You know, no nation in history has had the opportunity and the 

responsibility we now have to shape a world that is more peaceful, more 

secure, more free. All Americans can be proud that our leadership 

helped to bring peace in Northern Ireland. All Americans can be proud 

that our leadership has put Bosnia on the path to pe~ce. And with our 

NATO allies, we are pressing the Serbian government to atop its brutal 

repression in Kosovo -- (Applause.) -- to brinq those responsible to 

justice, and to give the people of Kosovo the self-government they 

deserve. 


All Americans can be proud that' our leadership renewed hope for 

l~stinq peace in the Middle East, Some of you were with me last 

December as we watched the Palestinian Nation~l Council completely 

renounce its call for the dest£uction of Israel. Now I ask Conqress to 

provide resou.r.ces so that all parties can implement the wye Agreement - ­

to protect IS1:aei' s security, tQ stimulate the Palestinian economy, to 

support oui:: fl:iends in Jordan. We must not, we dare not l let them down. 

I hope you will help. (Applause.) 


J\.:J we work for peaoe. we must also meet threats to our nation's 

security -- including increased dangers from outlaw nations and 

terrorism. Wf~ will defend our security wherever we are threatened, as 

we did this summer when we struck at Osama bin Laden's network of 

.terror. The bombing of our embassies in Kenya and Tanzania reminds us 

again of the ri~ks faced every day by those who represent America to the 

world. So let's give them the support they need, the safest possible 

workplaces, a:nd the resources they must have so A:u:.erica can continue to 

lead. (Applause.) 


We must work to keep terrorists from disrupting computer networks. 

We must work to prepare local communities for bioloqical and chernica~ 


emergencies, to support research into vaccines and treatments. 


We must increa$e our efforts to restrain the spread of nuclear 

weapons and misailes, from Korea to India and Pakistan. We must expand 

our work with Russia, Ukraine. and the other former Soviet nations to 

safeguard nuclear materials and technology so they never fall into the 

wrong hands. Our balanced budget will increase funding for these 

critical efforts by almost two-thirds over the next five years. 


With Russia, we must continue to reduce our nuclear arsenals. The 

START II treaty and the framework we have already agreed to for START 

III could cut them hy eo percent from their Cold War height. 


Itls been two years since I signed the Comprehensive Test Ban 

Treaty. If we don't do the right thing/ other nations won't either, I 

ask the Senate to take this vital step: Approve the treaty now, to make 

it harder for other nations to develop nuclear arms, and to make sure we 

can end nuclear testing forever, (Applause.) 


For nearly a decade, Iraq has defied its obligations to destroy 

its weapons of terror and the ~ssiles to deliver them. America will 

continue to contain Saddam -- and we will work for the day when Iraq has 

a government worthy of its people. {Applause.) 


New, last month, in our action ovez I£aq, our troops were superb. 

Their mission was so flawlessly executed that we risk taking for granted 

the bravery and the skill it required. Captain Jeff Taliaferro, a 

lO-year veteran of the Air Force, flew a 8-18 bomber over Iraq as we 

attacked saddam'a war machine. He's here with us tonight. I'd liKe to 

ask you to honor him and all, the 33,000 men and women of operation 
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Desert Fox. 

captain Taliaferro. (Applause. ) 

It is time to reverse the decline in defense spending ~hat began 

in 1985. (ApplaUfU:.) Since April, together we have added nearly $6 

billion to ~~intain our military readiness. My balanced budget calls 

for a sU5tained increase over the next six years for readiness, for 

modernization, ~nd fo~ pay and benefits for our troops and their 

families. (Applause. I 


We are the heirs of a legACY of b~avery represented in every 

community in ~rica by millions of our veterans. America's defendero 

today still stand ready at a moment's notice to go where comfort~ are 

few and danger.5 are manYI to do what needs to be done as no one else 

can. They always come through for America. We must come through for 

them. {Applauae.) 


The new century demands new partnerships for peace and secur~ty . 
. The united Nations plays a crucial role, with allies sharing burden~ 


America roight otherwise bear alone. America needs a strong and 

effective U.N. I want to work with this new Congress to pay our dues 

and our debta. {Applause.) 


We must continue to support security and stability in Europe and 

Aaia -- expanding NATO and defining its new missions; maintaining our 

alliance with Japan, with Korea T without our other Asian allies; and 

engaging China. 


In China, last year, I said to the 1eader~ and the people what lid 

like to say.again tonight: Stability can no lonqer be bough~ at the 

expense of liberty. (Applause.) But I'd a1ao like to say again to the 

American people: It's important not to isolate China. The more we 

bring China into the world~ the more the world will bring change and 

freedom to China. (Applause.] 


Last spring, with some of you, I traveled to Africa, where I saw 

democracy and reform rising, but stlll held back by violence and 

disease. We must fortify Aftican democracy and peace by launching Radio 

Democracy for Africa, supporting the transition to democracy now 

beginning to take place in Nigeria, and passing the African Trade and 

Development j~t. (Applause.} 


We must continue to deepen our ties to the Americas and the 

Caribbean; our common work to educate children, fight drugs, strengthen 

democracy and increase trade. In this hemisphere, every government but 

one is freely chosen by its people. We are determined that Cuba, too, 

will know the blessinqs of liberty. (Applause.) 


Tbe American people have opened their hearts and their arms to our 

Central Ame~ican and Caribbean neighbors who have been so devastated by 

the recent hurricanes. Working with Congress, I am committed to help 

them rebuild. When the Firet Lady and Tipper Gore visited the region, 

they saw thousands of our troops and thousands of American volunteers. 

In the OOmlnican Republic, Hilla~y helped to rededicate a hospital that 

had been rebuilt by Dominicans and ~~ericans, working side-by-side. 

With her was someone else who has been very irr.port:ant to the relief 

efforts. 


You know, sports reco~ds are made and, sooner or later, ~~ey're 


broken. b~t making other people's lives better, and showing our 

children the true meaning of brotherhood -- that lasts forever. So, for 

far more than baseball, sammy Sosa, you're a hero in two countries 

tonight. Thank you. {Applause,} 
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So I say to all of you, if we do these things -- if we pursue 

peace, fight terrorism, incre~5e our strength, renew our alliances - ­

we will begin to meet our generation's historic responsibility to build 

a stronger 21st century America in a freer. more peaceful world. 


As the 1oJ"orld has changed, so have Qur own comtr,unities. We must 

make them safer, more liv~ble and more united. This year, we will reach 

our goal of 100,000 community police officer~ -- ahead of ~chedule and 

under budget. (Applauae.) The Brady Bill has stopped a quarter million 

felons, fugitives and stalkers from buying handguns. And, now, the 

murder rate is the lowest in 30 years and the crime rate has dropped for 

six straight years. (Applause.) 


Tonight, I propose a 21st century crime bill to deploy the latest 

technologies and tactics to make our communities even safer. Our 

balanced budget will help put up to 50,000 more poliee on the street, in 

tbe areas hardest hit by cr~e -- and then to equip them with new tools, 

from crime-mapping computers to digital mug shots. 


We must break the deadly cycle of drugs and crime. Our budget 

expands support for drug testing and treatment, saying to prisoners: If 

you stay on drugs, you have to stay behind bars. And to, those on 

parole: If you want to keep your freedom, you mu#t stay free of drugs. 

(Applause. ) 

I (lisk <::ongress to restore the five-day waiting period for buying a 

handgun -- (Applause.) -- and extend the Brady Bill to prevent juveniles 

who commit violent crimes from buying a gun. (Applause.) 


We must do more to keep QU4 schools the ~~fe$t places in our 

communities. Last year, every American was horrified and heartbroken by 

the tragic killings in Jonesboro, Paducah, Pearl~ Edinboro, Sprinqfield. 

We were deeply moved by the courageous parents now working to keep guns 

out of the hnnds of children and to make other efforta tIO that ot.her 

parents don't have to live th~ough their 105s. 


AIter she lost her daughter, Suzann Wilson of Jonesboro. Arkansas, 

came'here to the White Hou~e with a powerful plea. She #aid, RPiease, 

please, fOr'the sake of your children, lock up your gun. Don't let what 

happened in Jonesboro happen in your town." It's a message she is 

passionately advocating every day. 


Suzann'is here with us tonight, wich the First Lady. I'd like to 

tbank her for her courage and her eommitment, , Thank you. (Applause. ) 


In memory of all the children who lost their lives to school 

viol~nce, 1 ask you to strengthen the Safe and Drug-Free School Act, to 

pass legislation to requiee child trigger locks, to do everything 

possible to keep our children safe. (Applause.l 


A century ago~ President Theodore Roosevelt defined our "great, 

central task" as "leaving this land even a better land for our 

descendants than it is for us." Today, we're res toeing the Florida 

Everglades', saving Yellowstone, preserving the red rock canyons of 

Utah. protecting california's redwoods and our precious coasts. But 

our most fateful new challenge is the threat of global warming_ 1998 

was the warmest year ever recorded. Lasc year's heat waves, floods and 

storms are but a hint of what future generations may endUre if we do 

not act now. 


Tonight I proPQse a new clean air fund to help communi ties reduce 

greenhouse and other pollution, and tax incentives and investments to 

spur clean ene~9Y technology. And I want to work with members of 

congress in both parties to reward companies that take early, voluntary 

action to reduce greenhouse gases. (Applause.) 
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All our communities face a preservation challenge, as they grow 

and green space shrinks. Seven thousand acres of farmland and open 

space are lost every day. In response, I propose two major initiatives: 

Fir~t. ~ $l-billion Livability Agenda to help communities 5ave open 

5pace, ease traffic congestion, ~nd grow in ways that enhance every 

citi~en's quality of life. (Applause.) And second, ~ $l-billion Lands 

Legacy Initiative to preserve places of natural beauty all across 

America -- from the most remote wilderness to the nearest city park. 

(Applause. i 


These are truly landmark initiatives, which could not have been 
developed without the visionary leadership of the Vice president, and I 
want to thank 'him very much for his commitment here. (Applause. ) 

NOW, to get the most out of your community, you have to give 

something back. That's why we created ~ricorps -- our national 

~ervice program that gives today's generation a chance to serve their 

communities and earn money for college. 


So far, in just four years. 100,000 young Americans have built 

low~income homes with Habitat for Humanity; helped to tutor children 

with churches, worked with FEMA to ease the burden of natural disasters, 

and performed countless other acts of service that have made America 

better. I ask congress to give more young Americans the chance to 

follow their lead and serve America in AmeriCorps. (Applause.) 


Now, we must work to renew our national community as, well for the 

21st century. Last year the House passed the bipart14an campaign 

finance reform legislation sponsored by Representatives shays and Meehan 

end Senators McCain and Feingold. But a partisan minority in the Senate 

blocked reform. So r'd like to say to the House: Pas# it aqain, 

quickly. {Applause.} And I'd like to say to the Senate: I hope you 

will say yes to a stronger American democracy in the year 2000. 

(.Applause. } 

Since 1997, our Initiative on Race has sought to hridge the 

divides between and among our people. In its report last fall, the 

Initiative's Advisory Boa~d found that Americans really do want to bring 

our people together across ~acial lines. 


We know it's been a long journey. For some, it qoe# back to 

before the beginnln9 of our Republic; for others, back since the Civil 

War; for others, throughout the 20th century. But for most of U5 alive 

today, in a very real sense, this journey began 43 years ago, when a 

woman named Rosa Parks sat down on a bus in Alabama, and wouldn't get 

up. she's sitting down with the First Lady tonight, and ahe may get up
or not, as she chooses. We thank her. (Applause.; Thank you, Rosa. 

(Applause. l 

We know that our continuing racial problems are aggravated, as the 

Presidential Initiative said, by opportunity gaps. The initiative I've 

outlined tonight will help to close them. But we know that the 

discrimination gap has not been fully closed either. Discrimination or 

violence because of race or religion, ancestry or gender, disability or 

sexual orientation, is wrong. and it ought to be illegal. Therefore , I 

ask Congress to make the Emplo}ment Non-Discrimination Act and the Hate 

Crimes Prevention Act the law of the land. (Applause.} 


Now, since every person in America counts, every American ought to 

be counted. We need a Census that uses modern scientific methods to do 

that. (Applause. j 


Our new immigrants It'.ust be part of our One America. After all, 

they're revitalizing our cities, they're energizing our culture~ they're 
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building up our economy. We have a responsibility to ~ke them welcome 

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 waitinq lines of i~grants 


that are tryinq to do just that. Therefore, our budget si9nificantly 

expands our efforts to help them meet their responsibility. I hope you 

will support it. (Applause.) 


Whether our ancestors came here on the Mayflower, on slave ships, 

whether they c.me to Ellis Island or LAX in Los Angeles, whether they 

came yesterday or walked this land a thousand years ago -- our qreat 

challenge for tbe 21st century is to find a way to be One Amer.ica. We 

can lOOe:t all the other chall'enges if we can go forward as One: America. 


You know, barely more than 300 days from now. we will cross that 

hridge into the new millennium. This is a moment, as the First Lady has 

said, ~to honor the past and imagine the future.~ 


I'd like to take just a minute to honor her. For leadinq our 

Millennium project, for all she's done for our children, for all she has 


'done in her historic role to serve our nation and our best ideals at 

home and abroad, I honor her. (Applause.) 


Last year, I called on Congress and every citizen to mark the 

millennium by saving America's treasures. Hillary has traveled all 

across the country to inspire recognition and support for savinq places 

like Thoma3 Edison'S Invention Factory or Harriet Tubman t 3 home. Now we 

have to p~eserv~ our treasures in ~v~ry community. And tonight, before 

I close, I want to invite every town, every city, every community to 

become nationally recognized "millennium community," by launching 

projects that save our history, promote our arts and humanities, prepare 

our children for the 21st century. 


Already, the response has been remarkable. And I want to say a 

special word of thanks to our private sector partners and to members in 

Congress of both parties for their support. Just one example: Because 

of you, the star-Spangled Banner will be preserved fox the ages. In 

ways large and small, as We look to the millennium we are keeping alive 

what Georqe washington called "the sacred fire of liberty," 


Six years aqo, I came to office in a time of doubt for .Ar;terica, 

with our economy troubled, our deficit high, our people divided. Some 

even wondered whether OUt best days were behind U5. But acrOS$ this 

country, in a thousand neighborhoods, I have seen -- even amidst the 

pain and uncertainty of recession -- the real heart and character of 

~rica, I knew then that we ~~ricans could renew this country. 


Tonight, as I deliver the last state of the Union address of the 

20th century, no one anywhere in the world can do~bt the enduring 

resolve and boundless capacity of the American people to work toward 

that "mot:e perfect union" of our founders' dream. 


We're now at tne end of a century when generation after generation 

of Americans answered the call to greatness, overcoming Depression, 

lifting up the dispossessed, bringing down barriers to racial prejudice, 

building the largest middle class in history, winolng two world wars and 

the "long twilight struggle" of the Cold War. We must all be profoundly 

grateful for the magnificent ach~evement of our forbearers in this 

century. 


Yet, perhaps, in the daily press of events, in the clash of 

controversy, we don't see our own time for what it truly is -- a new 

dawn for ~~erica, 


A hundred years from tonight, another American President will 
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stand in this place and report on the State of the Union. He -- or she 
-- (Applause) -- he or she will look baok on a 21st century shaped .1.n so 
many ways by the decisions we make here and now. So let it be said of 
UB then that we were thinking not only of our time, but of their time; 
that we reached as high as our ideals; that we put aside our divisions 
and found a new hour of healing and hopefulness: that we joined together 
to serve and st.ren9then the land we love. 

My fellow Americans, this is our moment. Let us lift cur eyes as 
one nation, and from the mountaintop of this American Century, look 
ahead to the next one -- asking God's blessing on our endeavors and on 
our beloved country_ 

Thank you and good evening_ 

END 10:27 P.M. EST 
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