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THE BUDGET MESSAGE OF THE PRESIDENT

To the Congress of the United States:

The 2000 Budget, which I am submitting
to you with this message, promises the third
balanced budget in my Administration. With
this budget, our fiscal house is in order,
our spirit strong, and our resources prepare
us to meet the challenges of the next century.

This budget marks a new era of opportunity.
When 1 took office six years ago, | was
determined to reverse decades of fiscal de-
cline—a time when deficits grew without
restraint, the economy suffered, and our na-
tional purpose seemed to be undermined.
For too many years, the deficit loomed over
us, a powerful reminder of the Government's
inability to do the people’s business.

Today, Americans deserve to be proud and
confident in their ability to meet the next
set of challenges. In the past six years,
we have risen to our responsibilities and,
as a result, have built an economy of unprece-
dented prosperity. We have done this the
right way—by balancing fiscal discipline and
investing in our Nation.

This budget continues on the same path.
It invests in education and training so Ameri-
cans can make the most of this economy’s
opportunities. It invests in health and the
environment to improve our quality of life.
It invests in our security at home and
abroad, strengthens law enforcement and pro-
vides our Armed Forces with the resources
they need to safeguard our national interests
in the next century.

This year’'s budget surplus is one in many
decades of surpluses to come—if we maintain
our resolve and stay on the path that brought
us this success in the first place. The budget
forecasts that the economy will remain strong,
producing surpluses until well into the next
century.

The 21st Century promises to be a time
of promise for the American people. Our
challenge as we move forward is to maintain
our strategy of balancing fiscal discipline
with the need to make wise decisions about

our investment priorities. This strategy has
resulted in unprecedented prosperity; it is
now providing us with resources of a size
and scope that just a few years ago simply
didn’'t seem possible. Now that these resources
are in our reach, it is both our challenge
and responsibility to make sure we use
them wisely.

First and foremost, in the last year of
this century, the task awaiting us is to
save Social Security. The conditions are right.
We have reserved the surplus, our economy
is prosperous, and last year’s national dialogue
has advanced the goal of forging consensus.
Acting now makes the work ahead easier,
with changes that will be far simpler than
if we wait until the problem is closer at
hand.

In my State of the Union address, |
proposed a framework for saving Social Secu-
rity that will use 62 percent of the surplus
for the next 15 years to strengthen the
Trust Fund until the middle of the next
century. Part of the surplus dedicated to
Social Security would be invested in private
securities, further strengthening the Trust
Fund by drawing on the long-term strength
of the stock market, and reducing the debt
to ensure strong fiscal health. This proposal
will keep Social Security safe and strong
until 2055. In order to reach my goal of
protecting and preserving the Trust Fund
until 2075, | urge the Congress to join
me on a bipartisan basis to make choices
that, while difficult, can be achieved, and
include doing more to reduce poverty among
single elderly women.

I am committed to upholding the pledge
I made last year—that we must not drain
the surplus until we save Social Security.
It is time to fix Social Security now. And
once we have done so, we should turn
our efforts to other pressing national priorities.
We must fulfill our obligation to save and
improve Medicare—my framework would re-
serve 15 percent of the projected surplus
for Medicare, ensuring that the Medicare
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Trust Fund is secure for 20 years. It would
establish Universal Savings Accounts, using
just over one tenth of the surplus to encourage
all Americans to save and invest so they
will have additional income in retirement.
| propose that we reserve the final portion
of the projected surplus, 11 percent, to provide
resources for other pressing national needs
that will arise in the future, including the
need to maintain the military readiness of
the Nation's Armed Forces, education, and
other critical domestic priorities.

Charting a Course for the New Era of
Surplus

Six years ago, when my Administration
took office, we were determined to create
the conditions for the Nation to enter the
21st Century from a position of strength.
We were committed to turning the economy
around, to reining in a budget that was
out of control, and to restoring to the country
confidence and purpose.

Today, we have achieved these goals. The
budget is in balance for the first time in
a generation and surpluses are expected as
far as the eye can see. The Nation’s economy
continues to grow; this is the longest peace-
time expansion in our history. There are
more than 17 million new jobs; unemployment
is at its lowest peacetime level in 41 years;
and today, more Americans own their own
homes than at any time in our history.

Americans today are safer, more prosperous,
and have more opportunity. Crime is down,
poverty is falling, and the number of people
on welfare is the lowest it has been in
25 vyears. By almost every measure, our
economy is vibrant and our Nation is strong.

Throughout the past six years, my Adminis-
tration has been committed to creating oppor-
tunity for all Americans, demanding respon-
sibility from all Americans and to strengthen-
ing the American community. We have made
enormous strides, with the success of our
economy creating new opportunity and with
our repair of the social fabric that had
frayed so badly in recent decades reinvigorat-
ing our sense of community. Most of all,
the prosperity and opportunity of our time
offers us a great responsibility—to take action
to ensure that Social Security is there for

the elderly and the disabled, while ensuring
that it not place a burden on our children.

We have met the challenge of deficit reduc-
tion; there is now every reason for us to
rise to the next challenge. For sixty years,
Social Security has been a bedrock of security
in retirement. It has saved many millions
of Americans from an old age of poverty
and dependency. It has offered help to those
who become disabled or suffer the death
of a family breadwinner. For these Ameri-
cans—in fact, for all Americans—Social Secu-
rity is a reflection of our deepest values
of community and the obligations we owe
to each other.

It is time this year to work together
to strengthen Social Security so that we
may uphold these obligations for years to
come. We have the rare opportunity to act
to meet these challenges—or in the words
of the old saying, to fix the roof while
the sun is shining. And at least as important,
we can engage this crucial issue from a
position of strength—with our economy pros-
perous and our resources available to do
the job of fixing Social Security. | urge
Americans to join together to make that
happen this year.

Building on Economic Prosperity

At the start of 1993, when my Administra-
tion took office, the Nation's economy had
barely grown during the previous four years,
creating few jobs. Interest rates were high
due to the Government's massive borrowing
to finance the deficit, which had reached
a record $290 billion and was headed higher.

Determined to set America on the right
path, we launched an economic strategy built
upon three elements: promoting fiscal respon-
sibility; investing in policies that strengthen
the American people, and engaging in the
international economy. Only by pursuing all
three elements could we restore the economy
and build for the future.

My 1993 budget plan, the centerpiece of
our economic strategy, was a balanced plan
that cut hundreds of billions of dollars of
Federal spending while raising income taxes
only on the very wealthiest of Americans.
By cutting unnecessary and lower-priority
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spending, we found the resources to cut
taxes for 15 million working families and
to pay for strategic investments in areas
including education and training, the environ-
ment, and other priorities meant to improve
the standard of living and quality of life
for the American people.

Six years later, we have balanced the
budget; and if we keep our resolve, the
budget will be balanced for many years

to come. We have invested in the education
and skills of our people, giving them the
tools they need to raise their children and
get good jobs in an increasingly competitive
economy. We have expanded trade, generating
record exports that create high-wage jobs
for millions of Americans.

The economy has been on an upward
trend, almost from the start of my Administra-
tion’s new economic policies. Shortly after
the release of my 1993 budget plan, interest
rates fell, and they fell even more as |
worked successfully with Congress to put
the plan into law. These lower interest rates
helped to spur the steady economic growth
and strong business investment that we have
enjoyed for the last six years. Our policies
have helped create over 17 million jobs,
while interest rates have remained low and
inflation has stayed under control.

As we move ahead, | am determined to
ensure that we continue to strike the right
balance between fiscal discipline and strategic
investments. We must not forget the discipline
that brought us this new era of surplus—
it is as important today as it was during
our drive to end the days of deficits. Yet,
we also must make sure that we balance
our discipline with the need to provide re-
sources for the strategic investments of the
future.

Improving Performance Through Better
Management

Vice President Gore’s National Partnership
for Reinventing Government, with which we
are truly creating a Government that “works
better and costs less,” played a significant
role in helping restore accountability to Gov-
ernment, and fiscal responsibility to its oper-
ations. In streamlining Government, we have
done more than just reduce or -eliminate

hundreds of Federal programs and projects.
We have cut the civilian Federal work force
by 365,000, giving us the smallest work
force in 36 years. In fact, as a share of
our total civilian employment, we have the
smallest work force since 1933.

But we have set out to do more than
just cut Government. We set out to make
Government work, to create a Government
that is more efficient and effective, and
to create a Government focused on its cus-
tomers, the American people.

We have made real progress, but we still
have much work to do. We have reinvented
parts of departments and agencies, but we
are forging ahead with new efforts to improve
the quality of the service that the Government
offers its customers. My Administration has
identified 24 Priority Management Objectives,
and we will tackle some of the Government’s
biggest management challenges—meeting the
year 2000 computer challenge; modernizing
student aid delivery; and completing the
restructuring of the Internal Revenue Service.

I am determined that we will solve the
very real management challenges before us.

Preparing for the 21st Century

Education and Training: Education, in
our competitive global economy, has become
the dividing line between those who are able
to move ahead and those who lag behind. For
this reason, | have devoted a great deal of
effort to ensure that we have a world-class
system of education and training in place for
Americans of all ages. Over the last six years,
we have worked hard to ensure that every boy
and girl is prepared to learn, that our schools
focus on high standards and achievement, that
anyone who wants to go to college can get
the financial help to attend, and that those
who need another chance at education and
training or a chance to improve or learn new
skills can do so.

My budget significantly increases funds
to help children, especially in the poorest
communities, reach challenging academic
standards; and makes efforts to strengthen
accountability. It proposes investments to end
social promotion, where too many public school
students move from grade to grade without
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having mastered the basics, by expanding
after school learning hours to give students
the tools they need to earn advancement.
The budget proposes improving school account-
ability by funding monetary awards to the
highest performing schools that serve low-
income students, providing resources to States
to help them identify and change the least
successful schools. It invests in programs
to help raise the educational achievement
of Hispanic students. The budget invests
in reducing class size by recruiting and
preparing thousands more teachers and build-
ing thousands more new classrooms. It in-
creases Pell Grants and other college scholar-
ships from the record levels already reached.
My budget also helps the disabled enter
the work force, by increasing flexibility to
allow Medicaid and Medicare coverage and
by providing tax credits to cover the extra
costs associated with working.

Families and Children: During the past
six years, we have taken many steps to help
working families, and we continue that effort
with this budget. We cut taxes for 15 million
working families, provided a tax credit to help
families raise their children, ensured that 25
million Americans a year can change jobs
without losing their health insurance, made
it easier for the self-employed and those with
pre-existing conditions to get health insurance,
provided health care coverage for up to five
million uninsured children, raised the mini-
mum wage, and provided guaranteed time off
for workers who need to care for a newborn
or to address the health needs of a family
member.

I am determined to provide the help that
families need when it comes to finding afford-
able child care. 1 am proposing a major
effort to make child care more affordable,
accessible, and safe by expanding tax credits
for middle-income families and for businesses
to increase their child care resources, by
assisting parents who want to attend college
meet their child care needs, and by increasing
funds with which the Child Care and Develop-
ment Block Grant will help more poor and
near-poor children. My budget proposes an
Early Learning Fund, which would provide
grants to communities for activities that
improve early childhood education and the
quality of child care for those under age

five. And it proposes increasing equity for
legal immigrants by restoring their Supple-
mental Security Income benefits and Food
Stamps and by expanding health coverage
to legal immigrant children.

Economic Development: Most Americans
are enjoying the fruits of our strong economy.
But while many urban and rural areas are
doing better, too many others have grown dis-
connected from our values of opportunity,
responsiblity and community. Working with
the State and local governments and with the
private sector, | am determined to help bring
our distressed areas back to life and to replace
despair with hope. I am proposing a New Mar-
kets Investment Strategy which will provide
tax credit and loan guarantee incentives to
stimulate billions in new private investment
in distressed rural and urban areas. It will
build a network of private investment institu-
tions to funnel credit, equity, and technical as-
sistance into businesses in America’s untapped
markets, and provide the expertise to targeted
small businesses that will allow them to use
investment to grow. | am also proposing to
create more Empowerment Zones and Enter-
prise Communities, which provide tax incen-
tives and direct spending to encourage the
kind of private investment that creates jobs,
and to provide more capital for lending
through my Community Development Finan-
cial Institutions program. My budget also ex-
pands opportunities for home ownership, pro-
vides more funds to enforce the Nation's civil
rights laws, maintains our government-to-gov-
ernment commitment to Native Americans,
and strengthens the partnership we have
begun with the District of Columbia.

Health Care: This past year, we continued
to improve health care for millions of Ameri-
cans. Forty-seven States enrolled 2.5 million
uninsured children in the new Children’s
Health Insurance Program. By executive order,
| extended the patient protections that were
included in the Patient’'s Bill of Rights, includ-
ing emergency room access and the right to
see a specialist, to 85 million Americans cov-
ered by Federal health plans, including Medi-
care and Medicaid beneficiaries and Federal
employees. Medicare beneficiaries gained ac-
cess to new preventive benefits, managed care
choices, and low-income protections. My budget
gives new insurance options to hundreds of
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thousands of Americans aged 55 to 65. | am
advocating bipartisan national legislation to
reduce tobacco use, especially among young
people. And | am proposing a Long-Term Care
initiative, including a $1,000 tax credit, to help
patients, families, and care givers cope with
the burdens of long-term care. The budget en-
ables more Medicare recipients to receive
promising cancer treatments by participating
more easily in clinical trials. And it improves
the fiscal soundness of Medicare and Medicaid
through new management proposals, including
programs to combat waste, fraud and abuse.

International Affairs: America must main-
tain its role as the world’'s leader by providing
resources to pursue our goals of prosperity, de-
mocracy, and security. The resources in my
budget will help us promote peace in troubled
areas, provide enhanced security for our offi-
cials working abroad, combat weapons of mass
destruction, and promote trade.

The United States continues to play a
leadership role in a comprehensive peace
in the Middle East. The Wye River Memoran-
dum, signed in October 1998, helps establish
a path to restore positive momentum to
the peace process. My budget supports this
goal with resources for an economic and
military assistance package to help meet
priority needs arising from the Wye Memoran-
dum.

Despite progress in making peace there
are real and growing threats to our national
security. The terrorist attack against two
U.S. embassies in East Africa last year
is a stark reminder. My budget proposes
increased funding to ensure the continued
protection of American embassies, consulates
and other facilities, and the valuable employ-
ees who work there. Our security and stability
throughout the world is also threatened by
the proliferation of weapons of mass destruc-
tion and their means of delivery. The budget
supports significant increases for State Depart-
ment efforts to address this need.

National Security: The Armed Forces of
the United States serve as the backbone of
our national security strategy. In this post-
Cold War era, the military’'s responsibilities
have changed, but not diminished—and in
many ways have become even more complex.
The military must be in a position to guard

against the major threats to U.S. security: re-
gional dangers, such as cross-border aggres-
sion; the proliferation of the technology of
weapons of mass destruction; transnational
dangers, such as the spread of illegal drugs
and terrorism; and direct attacks on the U.S.
homeland from intercontinental ballistic mis-
siles or other weapons of mass destruction.

Last year, the military and civilian leaders
of our Armed Forces expressed concern that
if we do not act to shore up our Nation’s
defenses, we would see a future decline
in our military readiness—the ability of our
forces to engage where and when necessary
to protect the national security interests
of the United States. Our military readiness
is currently razor-sharp, and | intend to
take measures to keep it that way. Therefore,
I am proposing a long-term, sustained increase
in defense spending to enhance the military’s
ability to respond to crises, build for the
future through weapons modernization pro-
grams, and take care of military personnel
and their families by enhancing the quality
of life, thereby increasing retention and re-
cruitment.

Science and Technology: During the last
six years, | have sought to strengthen science
and technology investments in order to serve
many of our broader goals for the Nation in
the economy, education, health care, the envi-
ronment, and national defense. My budget
strengthens basic research programs, which
are the foundation of the Government's role
in expanding scientific knowledge and spurring
innovation. Through the 21st Century Re-
search Fund, the budget provides strong sup-
port for the Nation’s two largest funders of
civilian basic research at universities: the Na-
tional Science Foundation and the National In-
stitutes of Health. My budget provides a sub-
stantial increase for the National Aeronautics
and Space Administration’s Space Science pro-
gram, including a significant cooperative en-
deavor with Russia.

My budget also provides resources to launch
a bold, new Information Technology Initiative
to invest in long-term research in computing
and communications. It will accelerate devel-
opment of extremely fast supercomputers to
support civilian research, enabling scientists
to develop life-savings drugs, provide earlier
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tornado warnings, and design more fuel-
efficient, safer automobiles.

The Environment: The Nation does not
have to choose between a strong economy and
a clean environment. The past six years are
proof that we can have both. We have set
tough new clean air standards for soot and
smog that will prevent up to 15,000 premature
deaths a year. We have set new food and water
safety standards and have accelerated the pace
of cleanups of toxic Superfund sites. We ex-
panded our efforts to protect tens of millions
of acres of public and private lands, including
Yellowstone National Park and Florida’'s Ever-
glades. Led by the Vice President, the Admin-
istration reached an international agreement
in Kyoto that calls for cuts in greenhouse gas
emissions. In my budget this year, | am pro-
posing an historic interagency Lands Legacy
initiative to both preserve the Nation's Great
Places, and advance preservation of open
spaces in every community. This initiative will
give State and local governments the tools for
orderly growth while protecting and enhancing
green spaces, clean water, wildlife habitat, and
outdoor recreation. | also propose a Livability
Initiative with a new financing mechanism,
Better America Bonds, to create more open
spaces in urban and suburban areas, protect
water quality, and clean up abandoned indus-
trial sites. My budget continues to increase our
investments in energy-efficient technologies
and renewable energy to strengthen our econ-
omy while reducing greenhouse gases. And I
am proposing a new Clean Air Partnership
Fund to support State and local efforts to re-
duce both air pollution and greenhouse gases.

Law: Our anti-crime strategy is working.
For more than six years, serious crime has
fallen uninterrupted and the murder rate is
down by more than 28 percent, its lowest point
in three decades. But, because crime remains
unacceptably high, we must go further. Build-
ing on our successful community policing
(COPS) program, which in this, its final year,
places 100,000 more police on the street, my
budget launches the next step—the 21st Cen-
tury Policing initiative. This initiative invests
in additional police targeted especially to crime
“hot spots,” in crime fighting technology, and
in community based prosecutors and crime
prevention. The budget also provides funds to
prevent violence against women, and to ad-

dress the growing law enforcement crisis on
Indian lands. To boost our efforts to control
illegal immigration, the budget provides the
resources to strengthen border enforcement in
the South and West, remove illegal aliens, and
expand our efforts to verify whether newly
hired non-citizens are eligible for jobs. To com-
bat drug use, particularly among young people,
my budget expands programs that stress treat-
ment and prevention, law enforcement, inter-
national assistance, and interdiction.

Entering the 21st Century

As we prepare to enter the next century,
we must keep sight of the source of our
great success. We enjoy an economy of unprec-
edented prosperity due, in large measure,
to our commitment to fiscal discipline. In
the past six years, we have worked together
as a Nation, facing the responsibility to
correct the mistaken deficit-driven policies
of the past. Balancing the budget has allowed
our economy to prosper and has freed our
children from a future in which mounting
deficits threatened to limit options and sap
the country’s resources.

In the course of the next century, we
will face new challenges for which we are
now fully prepared. As the result of our
fiscal policy, and the resources it has produced,
we will enter this next century from a
position of strength, confident that we have
both the purpose and ability to meet the
tasks ahead. If we keep our course, and
maintain the important balance between fiscal
discipline and investing wisely in priorities,
our position of strength promises to last
for many generations to come.

The great and immediate challenge before
us is to save Social Security. It is time
to move forward now.

We have already started the hard work
of seeking to build consensus for Social
Security’s problems. Let us finish the job
before the year ends. Let us enter the
21st Century knowing that the American
people have met one more great challenge—
that we have fulfilled the obligations we
owe to each other as Americans.



THE BUDGET MESSAGE OF THE PRESIDENT

If we can do this—and surely we can—
then we will be able to look ahead with
confidence, knowing that our strength, our

resources, and our national purpose will help
make the year 2000 the first in what promises
to be the next American Century.

WILLIAM J. CLINTON

February 1, 1999
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Table 11-1. RECEIPTS, OUTLAYS, AND SURPLUS

(Dollar amounts in billions)

1998 Estimates
Actual 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009
Receipts .....ccccocvveveennn. 1,721.8 1,806.3 1,883.0 1,933.3 2,007.1 2,075.0 2,165.5 2,265.3 2,364.3 2,474.0 2,588.3 2,707.7
outlays .....ccooeveeernienne 1,652.6 1,727.1 1,765.7 1,799.2 1,820.3 1,893.0 1,957.9 2,034.0 2,081.5 2,153.5 2,234.3 2,314.7
Reserve Pending So-
cial Security Reform 69.2 79.3 1173 134.1 186.7 182.0 207.6 231.3 2828 3205 354.0 393.1
Surplus .....coceevieinins 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
On-Budget Deficit(-) .. -29.9 -41.7 -12.2 0.2 444 314 498 58.2 103.3 130.7 155.9 188.3
Off-Budget Surplus .... 99.2 121.0 1295 1339 1423 150.7 1578 173.1 1795 189.8 198.1 204.7
As Percentages of GDP
Receipts ......c.ccoevereninnne 20.5 20.6 20.7 204 20.3 20.1 20.0 20.0 20.0 20.0 20.1 20.1
outlays .....cccoeevevrninnnn. 19.7 19.7 19.4 19.0 18.4 18.3 18.1 18.0 17.6 17.4 17.3 17.2
Reserve Pending So-
cial Security Reform 0.8 0.9 1.3 1.4 1.9 1.8 1.9 2.0 24 2.6 2.7 2.9
Surplus ....ccoevvieenenen. 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
On-Budget Deficit(-) .. -04 -05 -01 0.0 0.4 0.3 0.5 0.5 0.9 11 1.2 14
Off-Budget Surplus .... 1.2 14 14 1.4 14 15 15 15 15 15 15 15




II. CHARTING A COURSE FOR THE NEW
ERA OF SURPLUS

build for the future.”

“Remember where we were six years ago. There were some people who were saying America was
in decline. Today, we have a new surplus. We have wages rising to the highest levels in over 20
years. We have the confidence in the country soaring. We have an unprecedented opportunity to

President Clinton
October 1998

At the close of the 20th Century, our
economic success is unparalleled. The Nation
is now enjoying the longest peacetime expan-
sion in its history. This sustained economic
strength, coupled with the renewed and rising
confidence of the American people, has, as
the President said recently, given us “an
unprecedented opportunity to build for the
future.”

Reflect, for a moment, on how far we
have come. When President Clinton took
office seven years ago, the Federal budget
deficit had exploded to the point that it
dominated the Government's ability to make
policy and imposed an insidious burden on
our economy. By the close of 1992, the
$290 billion deficit—the largest in American
history—was projected to continue spiraling
upward without restraint. The economy suf-
fered—interest rates were high and job cre-
ation stalled. Capital that should been used
for productive investments to create new
jobs, instead was used to finance the Govern-
ment's massive deficit-driven borrowing.

Now, in what seems an entirely new world,
we can look back with pride at our progress
of the past six years, and ahead with con-
fidence as we consider the path of our
success. Today, we have lower interest rates,
a higher level of investment, and unprece-
dented prosperity. Our economy has added
more than 17 million new jobs. The unemploy-
ment rate is the lowest in 28 years, the
percentage of Americans on welfare is the
lowest in 29 years, and the inflation rate
is the lowest in 33 years. And today, more

Americans own their own homes than at
any time in our history.

By almost any economic measure, 1998
was a remarkable year for the United States.
But there is nothing more remarkable than
the success of the President’s deficit reduction
policy, which surpassed even the most optimis-
tic of early predictions. The President’s policy
allowed the U.S. Government to balance its
books for the first time in a generation,
producing a budget surplus of nearly $70
billion. Ending an era of red ink, and moving
squarely into the black, the Nation can
now go forward with confidence, secure in
the knowledge that we are well prepared
to meet the challenges of the next century.
And if we keep our resolve in the 21st
Century, we can continue to produce budget
surpluses as far as the eye can see.

The President’s Agenda: The Path to
Surplus

Determined to set America on the right
path, the President began his first term
spearheading a controversial and courageous
program to revive the Nation’'s economy.
His economic strategy was built upon three
elements: fiscal discipline; investing in policies
that strengthen the American people; and
engaging in the international economy.

The President’s 1993 economic plan, which
he worked with the Congress to enact, was
the centerpiece of this strategy. It cut spend-
ing, slowed the growth of entitlements, and
raised taxes on only the very wealthiest
Americans. At the same time, this plan
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cut taxes for 15 million working families
and made 90 percent of small businesses
eligible for tax relief. And it began an
ongoing effort to invest in education and
training and in research to boost productivity
and, thus, promote higher living standards.

His three-pronged plan of deficit reduction,
trade expansion, and targeted investments
provided resources for people and the economy,
ensuring that key investments for the Amer-
ican people strengthened their prospects for
the future, while taking broader fiscal meas-
ures to put the Nation's economic house
on the right track.

Despite critics’ predictions that this strategy
would fail, causing recession and even larger
deficits, the President’s plan built the founda-
tion for the great prosperity that is America’s
today. In the summer of 1997, the President
and the Congress joined together in an historic
agreement to finish the job of balancing
the budget. The results of this bipartisan
action, the Balanced Budget Act (BBA), pro-
vided the final push, bringing the budget
to balance a full four years earlier than
projected. Like the President's 1993 plan,
the BBA also provided for strategic invest-
ments in the American people.

Fiscal Discipline and Investments in a
Time of Surplus

Last year’s budget maintained fiscal dis-
cipline by reserving the surplus until we
save Social Security first—and at the same
time provided a strategy of targeted invest-
ments to help sustain economic growth. For
example, last year’s budget provided resources
for:

« the first year’s investment to reduce class
size by hiring 100,000 new teachers.
Smaller classes ensure that students re-
ceive more individual attention, a solid
foundation in the basics, and greater dis-
cipline in the classroom. In this year's
budget, the President proposes invest-
ments in this area, ultimately to reduce
class size in the early grades to a national
average of 18 students.

e investments to protect our economic inter-
ests at home by responding to inter-
national economies in turmoil. The disrup-

tion in financial markets last year lead
to economic dislocation in Asia, Latin
America, and the Soviet Union. This, in
turn, hurt American exporters, farmers
and ranchers, who found that markets
overseas were beginning to dry up. With
President Clinton's leadership, Congress
approved nearly $18 billion for the Inter-
national Monetary Fund, a stabilizing
force in the world economy.

e a guaranteed, record-level investment for
the next five years in the Transportation
Equity Act for the 21st Century to con-
tinue rebuilding America’s highways and
transit systems, which are essential to
continue the growth of modern commerce.
This legislation also funds programs for
highway safety, transit and other surface
transportation, while safeguarding air
qguality, and helping former welfare recipi-
ents get to their jobs.

Perhaps the most important accomplishment
is what last year's budget did not do—
it did not spend the surplus. At the start
of last year, the President called on the
Nation to “reserve every penny of any surplus
until we have taken all the necessary meas-
ures to strengthen the Social Security system
for the 21st Century.” As part of this plan,
the President also launched a national non-
partisan dialogue last year to spark honest
debate and build consensus about this vital
issue, leading up to the next step: resolving
the difficult issues of Social Security in
a bipartisan fashion.

The prospects for reform are strengthened
by the culmination of last year's efforts
to create an environment for constructive
discussion, by our economy’s new record-
setting prosperity and by the fact that the
surplus has been reserved for this purpose.

Reaping the Benefits

Throughout his Administration, the Presi-
dent also worked with the Congress to estab-
lish and build upon significant investments
in education and training, the environment,
law enforcement and other priorities to help
raise the standard of living and quality
of life for average Americans both now and
in the future. For example, the President's
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commitment to funding key domestic invest-
ments has:

e Advanced cutting-edge research with an
increase last year for the National Insti-
tutes of Health of $1.9 billion, for research
including intensified work on diabetes,
cancer, genetic medicine, and the develop-
ment of an AIDS vaccine.

» Established the children’s health care ini-
tiative, the largest investment in health
care for children since Medicaid was cre-
ated. Last year, 47 States began programs
designed to provide meaningful benefits to
as many as 2.5 million uninsured children.

e Increased Head Start's ability to provide
greater opportunities for disadvantaged
children to participate in a program which
prepares them for grade school. Last year,
a boost in Head Start funding put 835,000
children into the program, making further
progress toward the President's goal of
putting a million children in Head Start
by 2002.

* Invested in public schools to help States
and communities raise academic stand-
ards, strengthen accountability, connect
classrooms and schools to the information
superhighway, and promote public school
choice by opening 900 charter schools.

* Protected and restored some of the Na-
tion’'s most treasured lands, such as Yel-
lowstone National Park, and the Ever-
glades, provided the funds to conserve oth-
ers, and accelerated toxic waste clean-ups.

e Built the COPS program to support com-
munity policing. This year COPS will
reach the goal of putting 100,000 more po-
lice on the streets of America’s commu-
nities. COPS has helped reduce violent
crime for six straight years. The 21st Cen-
tury Policing Initiative, proposed in this
budget, will expand on the number of po-
lice and provide other law enforcement
tools to the community.

Streamlining Government

A key element in the Administration’s abil-
ity to expanding strategic investments, while
balancing the budget, is the reinvention of
Government—doing more with less. Efforts

led by Vice President Gore's National Partner-
ship for Reinvention have streamlined Govern-
ment, reduced its work force, and focused
on performance to improve operations and
delivery of service. And these efforts, by
reducing the cost of government operations,
have improved the bottom line and contributed
to our strong economy.

Since 1993, the Administration, working
with Congress, has eliminated and reduced
hundreds of unnecessary programs and
projects. The size of Government—that is,
the actual total of Government spending—
has equaled a smaller share of GDP than
in any year of the previous two Administra-
tions, and in 2000 will drop to 19.4 percent
of GDP, its lowest level since the early
1970s. The Administration has cut the size
of the Federal civilian work force by 365,000,
creating the smallest work force in 36 years
and, as a share of total civilian employment,
the smallest since 1933.

The Administration, however, is working
to create not just a smaller Government,
but a better one, a Government that best
provides services and benefits to its ultimate
customers—the American people. It has not
just cut the Federal work force, it has
streamlined layers of bureaucracy. It has
not just reorganized headquarters and field
offices, it has ensured that those closest
to the customers can best serve them.

For 2000, the Administration once again
is turning its efforts to the next stage
of “reinventing” the Federal Government. It
plans to dramatically overhaul 32 Federal
agencies to improve performance in key serv-
ices, such as expediting student loan process-
ing and speeding aid to disaster victims.
It also plans to tackle critical challenges,
such as ensuring that Government computers
can process the year 2000 date change and
making more Government services available
electronically. (For a full discussion of the
Administration’s management agenda, see Sec-
tion 1V, *“Improving Performance Through
Better Management.”)

Under the 1993 Government Performance
and Results Act, Cabinet departments and
agencies have prepared individual performance
plans that they will send to Congress with
the performance goals they plan to meet
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in 2000. These plans provided the basis
for the second Goverment-wide Performance
Plan which is contained in this Budget.
In 2000, for the first time, agencies will
submit to the President and Congress annual
reports for 1999 that compare actual and
target performance levels and explain any
difference between them.

Investing in the Future to Save Social
Security

In his State of the Union address, President
Clinton proposed a framework for saving
Social Security; it builds upon our successful
fiscal discipline and the resources it has
provided to the Nation. The President’s plan
devotes some of the surplus—62 percent of
the unified budget surplus for the next 15
years—to the Social Security Trust Fund,
making more than $2.7 trillion available
and extending the life of the system through
the middle of the next century.

This plan would also tap the power of
private financial markets by setting aside
roughly one-fifth of the surplus that has
been transferred to Social Security for invest-
ment in private securities. With these addi-
tional contributions, plus the higher returns
earned by private investments, this plan
will keep Social Security safe and strong
until 2055. Then, in a bipartisan effort envi-
sioned by the national dialogue of the last
year, the President is urging Congress to
join him to make the difficult but achievable
choices to save Social Security until 2075.
In the context of these tough choices, the
President also noted the need to made addi-
tional reforms, including reducing the poverty
rate for elderly women and other groups
on Social Security who are disproportionately
vulnerable and removing the barriers to work
that are a result of the earnings test.

It is time to fix Social Security now.
We are able to do so because the surplus
has been saved for Social Security. Last
year's commitment still stands—not to drain
the surplus until Social Security has been
resolved; however, it is also our obligation
to look toward the future, and to plan
wisely for the time when Social Security
reform has been accomplished, and we can

responsibly allocate the surplus for other
National needs.

Once Social Security is on sound financial
footing, we must fulfill our obligation to
save and improve Medicare. The President’s
framework will reserve 15 percent of the
projected surplus for Medicare, ensuring that
the Medicare Trust Fund is secure for 20
years.

The President is also committed to helping
all Americans save and invest so that they
will have additional sources of income in
retirement. Dedicating just over 10 percent
of the surplus will fund new Universal Savings
Accounts to help Americans save, allowing
them to invest as they choose and receive
matching contributions.

And looking ahead to the Nation’s other
vital needs that will arise in the future,
the President’s plan will reserve 11 percent
of the projected surplus for military readiness,
education, and other critical domestic prior-
ities.

This budget builds on the President’s efforts
to invest in the skills of the American
people. It continues his policy of helping
working families with their basic needs—
raising their children, sending them to college,
and expanding access to health care. It
also invests in education and training, the
environment, science and technology, law en-
forcement and other priorities to help raise
the standard of living and quality of life
of Americans.

The President is proposing major initiatives
that will continue his investments in high-
priority areas—from helping working families
with their child care expenses to allowing
Americans from 55 to 65 to buy into Medicare;
from helping States and school districts recruit
and prepare thousands more teachers and
build thousands more classrooms to making
every effort to fight tobacco and its use
among young people.

Families and Children: For six years, the
President has sought to help working families
balance the demands of work and family. In
this budget he proposes a major effort to make
child care more affordable, accessible and safe,
by expanding tax credits for middle-income
families and for businesses to expand their
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child care resources, assisting parents who
want to attend college meet their child care
needs, and increasing funds with which the
Child Care and Development Block Grant can
help more poor and near-poor children. The
budget proposes an Early Learning Fund,
which would provide grants to communities for
activities that improve early childhood edu-
cation and the quality of childcare for those
under age five.

Health Care: The President has worked
hard to expand health care coverage and im-
prove the Nation's health. The budget gives
new insurance options to hundreds of thou-
sands of Americans aged 55 to 65 and it advo-
cates bipartisan national legislation that would
reduce tobacco use among the young. The
President’s budget proposes initiatives to help
patients, families and caregivers cope with the
burdens of long-term care; and it helps reduce
barriers to employment for individuals with
disabilities. The budget also enables more
Medicare recipients to receive promising can-
cer treatments by participating more easily in
clinical trials. And it improves the fiscal
soundness of Medicare and Medicaid through
new management proposals, including pro-
grams to combat waste, fraud and abuse.

Education: The President has worked to
enhance access to, and the quality of, edu-
cation and training. The budget takes the next
steps by continuing to help States and school
districts reduce class size by recruiting and
preparing thousands more teachers and build-
ing thousands more new classrooms. The
President proposes improving school account-
ability by funding monetary awards to the
highest performing schools that serve low-in-
come students, providing resources to States
to help them identify and change the least suc-
cessful schools, and ending social promotion
by funding additional education hours through
programs like the 21st Century Community
Learning Centers. The budget also proposes
further increases in the maximum Pell Grant
to help low-income undergraduates complete
their college education and more funding for
universal reemployment services to help train
or find jobs for all dislocated workers who need
help.

Environment: The Administration proposes
an historic inter-agency Lands Legacy initia-
tive to both preserve the Nation's Great Places
and advance preservation of open spaces in
every community. This initiative will give
State and local governments the tools for or-
derly growth while protecting and enhancing
green spaces, clean water, wildlife habitat, and
outdoor recreation. The Administration also
proposes a Livability Initiative with a new fi-
nancing mechanism, Better America Bonds, to
further creation of open spaces in urban and
suburban areas, improve water quality, and
clean-up abandoned industrial sites. In addi-
tion, the budget would restore and rehabilitate
national parks, forests, and public lands and
facilities; expand efforts to restore and protect
the water quality of rivers and lakes; continue
efforts to double the pace of Superfund clean-
ups; and better protect endangered species.

International Affairs and Defense: The
President has worked to bring peace to trou-
bled parts of the world, and has played a lead-
ership role in Northern Ireland, Bosnia, and
most recently with the Wye River agreement
on the Middle East. The budget reinforces
America’s commitment to peace in the Middle
East by providing for an economic and military
assistance package arising from the Wye River
Memorandum. The work of diplomacy, advanc-
ing peace and United States interests, has in-
herent dangers, as the death toll from the ter-
rorist attacks on two U.S. Embassies in Africa
last year reminds us. The budget proposes in-
creased funding to ensure the continued pro-
tection of American embassies, consulates and
other facilities, and the valuable employees
who work there. It also supports significant
increases in funding for State Department pro-
grams to address the threats posed by weapons
of mass destruction. The budget also increases
programs that support US manufacturing ex-
ports and continues our long standing policy
of opening foreign markets.

The mission of our Armed Forces has
changed in this post-Cold War era, and
in many ways it is more complex. Today,
the U.S. military must guard against major
threats to the Nation's security, including
regional dangers like cross-border aggression,
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the proliferation of the technology of weapons
of mass destruction, transnational dangers like
the spread of drugs and terrorism, and direct
attacks on the U.S. homeland from interconti-
nental ballistic missiles or other weapons of
mass destruction. The U.S. Armed Forces are
well prepared to meet this mission. Military
readiness—the ability to engage where and
when necessary—is razor sharp, and the budg-
et provides resources to make sure that it
stays that way for years to come. The budget
provides a long-term, sustained increase in de-
fense spending to enhance the military’s ability
to respond to crises, build for the future
through programs for weapons modernization,
and take care of military personnel and their
families by enhancing the quality of life, there-
by increasing retention and recruitment.

Looking Ahead

There is much to be proud of in America
today. We have not simply put our fiscal
house in order by balancing the budget;
we have left behind an era in which the
budget deficit, as the President said recently,
“came to symbolize what was amiss with
the way we were dealing with changes in
the world.” Today we have risen to the
challenge of change—by preparing our people
through education and training to compete
in the global economy, by funding the research
that will lead to the technological tools of
the next generation, by helping working par-
ents balance the twin demands of work
and family, and by providing investment
to our distressed communities in order to
bridge the opportunity gap.

If the deficit once loomed over us as
a symbol of what was wrong, our balanced
budget is proof that we can set it right.
Not only do we have well-deserved confidence,
we have hard-earned resources with which
to enter the next century.

Today, we have an opportunity to address
the needs of the future. We have an obligation

to proceed prudently. The President's plan
proposes that most of the surplus be invested
in Social Security, thereby saving the system
for generations to come. And while the plan
honors his pledge of last year not to drain
the surplus until Social Security has been
saved, it also plans prudently for the future.
After Social Security reform is enacted, the
President proposes using additional portions
of the surplus to strengthen Medicare, to
encourage Americans to save, and to provide
resources for pressing national needs, includ-
ing military readiness, education, and other
critical domestic priorities.

There is no more pressing issue facing
us as a Nation than the need to guarantee
that Social Security will be there for genera-
tions to come. And there is no better time
to act than now while the system is still
strong. This is truly an exceptional moment
in America—the economy is prosperous, the
budget is in balance, and the President’s
commitment to national dialogue has created
conditions for constructive action.

We must seize this moment and work
together now, where a solution will be much
easier to reach than waiting until the problem
is closer at hand. We should take this
rare opportunity to enact comprehensive, bi-
partisan Social Security reform this year—
or as the old saying goes, we should fix
the roof now while the sun is shining.

It is time, from our position of strength,
to meet this challenge. Or as the President
recently declared at the White House Con-
ference on Social Security:

“Our economy is indeed a powerful engine
of prosperity. In its wide wake it creates
something every bit as important as jobs and
growth—the opportunity to do something
meaningful for America’s future and the con-
fidence that we can actually do it—an oppor-
tunity to save Social Security for the 21st
Century. | hope history will record that we
seized this opportunity.”



I1l. BUILDING ON OUR
ECONOMIC PROSPERITY
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1. SUSTAINING GROWTH

Six years ago, our economy lagged behind the rest of the world, so we changed course, with a
new strategy for economic growth founded on fiscal discipline and lower interest rates. It has
worked. It has helped to produce an American economic renaissance with low inflation, low un-
employment, low welfare rolls, rising wages, the highest rate of home ownership in history, the
first balanced budget since Neil Armstrong walked on the Moon, and the smallest Federal Gov-
ernment since John Glenn [first] orbited the Earth.

President Clinton
October 1998

President Clinton took office in 1993 com-
mitted to a policy of fiscal discipline and
economic expansion. By nearly every measure,
his policy has been a remarkable success.
But there is perhaps no better measure
of that success than the impressive turnaround
in the Federal budget deficit. At the start
of his term, the President inherited a Federal
budget deficit of $290 billion; six years later,
with the President’s strategy of fiscal discipline
while investing in people, the budget produced
a surplus of nearly $70 billion. This accom-
plishment resulted in the first surplus in
a generation, and the largest deficit reduction
since the years immediately after World War
I, when massive war-time deficits were wiped
out by vast contractions in defense spending
and strong peace-time growth.

Last year, the Federal Government began
to retire some of the Federal debt held
by the public, reducing the accumulated total
of deficits and the ongoing interest cost
of financing them. Again, this is a milestone;
not since 1969 did a year end with less
debt held by the public than it began.
The last budget of this century will preserve
these historic achievements.

The private sector of the economy has
been the driving force behind this economic
progress; but the President’s commitment to
fiscal restraint has helped create an environ-

ment where the private sector of the economy
can flourish. During the President’'s first
year in office, financial markets responded
to the enactment of his deficit reduction
plan by reducing long-term interest rates.
Lower interest rates prompted more business
investment, leading to faster economic growth,
more job creation, and lower unemployment.
Interest rates remained near or below the
lowest levels of the preceding two decades.
The economy continued to thrive, in part
because moderate inflation accompanied rapid
growth. Indeed, price inflation has dropped
during President Clinton’s term of office.
The decline in the inflation rate, along with
the falling unemployment rate, have produced
the lowest “misery index” since the 1960s.
(This index combines the unemployment and
inflation rates.)

The Nation's economic growth continues
its record-setting pace. At last year’s close,
current data indicated that the expansion
had stretched to 93 months, breaking the
record set in the 1980s for peace-time growth.
Like most private-sector projections, the Ad-
ministration’s forecast anticipates that growth
will continue, which would put this economy
on track early in 2000 to surpass the two-
century record for economic expansions set
in the 1960s under Presidents Kennedy, John-
son, and Nixon.
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Economic Growth and Fiscal Discipline Benefit the American People

From the very start, President Clinton’s economic program has been focused on changes that
will benefit the American people—their well-being, their economic security, and their prospects
for the future. The success of this strategy is clear:

The economy has created more than 17 million jobs since 1993, nearly all of them in the
private sector. Most of them are in the high growth, higher-wage sectors of the economy.

The unemployment rate is at its lowest in 29 years; the unemployment rates for African
Americans and Hispanics are the lowest in the more than quarter-century history of those
statistics.

Work has begun to pay more, reversing a two-decade trend of declining real wages. In-
stead, inflation-adjusted wages have grown sharply, boosting household incomes through-
out the economy. Americans at the lower end of the income scale, those in the poorest 20
percent of households, have seen their incomes (as measured in inflation-adjusted terms)
rise in the past four years, after nearly two decades of stagnation and decline.

Four million people have left the welfare roles in the past six years. Welfare recipients ac-
count for the lowest percentage of the U.S. population in 29 years, as more Americans hav-
ing learned to be self-reliant and productive have entered the work force. A strong econ-
omy and plentiful job opportunities have helped make this transformation possible.

The number of poor people in America has declined by nearly four million from 1993 to
1997. There are 1.6 million fewer poor children in America. The poverty rate has declined
sharply as well—from 15.1 percent to 13.3 percent. And crime rates are at the lowest level
in 25 years; scholars have argued that a strong economy provides lawful opportunities that
are superior to crime, and, therefore, reduces the incidence of crime.

A record number of Americans now own their own homes, due in large measure to condi-
tions brought about by lower interest rates. More than seven million more families have
bought homes since 1992. And 18 million homeowners have taken advantage of the low in-
terest rates to refinance their homes, enjoying a virtual tax cut that saves them hundreds

of dollars on their monthly mortgage payments.

Conservative Forecasts: Continued
Growth

Continuing its practice of using conservative
economic assumptions, the Administration
projects that growth will moderate somewhat
in 1999, but it will continue at an average
pace of two percent per year for the next
three years. Last year's unemployment, the
lowest in three decades, is likely to rise
somewhat, and inflation may increase slightly
as well. Still, the Administration believes
that the economy can continue to outperform
this conservative forecast, as it has for the
past six years, if policy remains sound. The
expansion is expected to continue, which
should sustain many of the economic gains
of the last few years. Ultimately, the Adminis-
tration expects the economy to return to
higher but sustainable growth early in the
next century, accompanied by low levels of
inflation and unemployment.

The longer-term economic and budget out-
look is also more favorable than it has
been for many years. With prudent fiscal
policy, the budget could remain in surplus
for many decades. Still, there will be chal-
lenges that threaten budgetary stability in
the 21st Century. In less than 10 years,
the large generation of people born between
1946 and 1964—the “baby-boomers"—will
begin to become eligible for retirement with
Social Security benefits. A confluence of addi-
tional demographic factors will compound the
retirement of the baby-boom generation to
put intense pressure on the Federal budget
through Social Security and the Federal health
programs—Medicare and Medicaid. These
demographic changes only increase the
uncertainty in all long-range economic and
budgetary forecasts. Reforms will be needed
to preserve the affected programs; and budg-
etary restraint will be needed to preserve
the fiscal soundness that this Administration
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Chart 1-1. THE BUDGET IS IN SURPLUS AFTER YEARS OF DEFICITS
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has achieved in the past six years. These deficit reduction has been more than twice

issues are what prompted the President to
declare last year that the surplus must
be preserved until the long-term problems
of Social Security are resolved.

Budgetary Performance

Twelve years of spiraling budget deficits
before President Clinton assumed office in-
creased the public debt by $2.3 trillion.
In dollar terms, this was the largest buildup
of Federal debt in the Nation’'s history. More-
over, if President Clinton had not acted,
the buildup in debt threatened to reach
nearly $7 trillion, or nearly 70 percent of
GDP, by 2002. The President set out first
and foremost to cut the massive deficit.
To that end, the President proposed, and
Congress enacted, the Omnibus Budget Rec-
onciliation Act (OBRA) of August 1993, as
a solid first step toward fiscal responsibility.
At the time, the Administration expected
OBRA to reduce the deficit significantly;
but budget improvement has far exceeded
expectations. Since OBRA was passed, total

what was originally projected.

To finish the job, the President worked
with Congress to enact the historic and
bipartisan Balanced Budget Act (BBA) in
mid-1997, with the goal of reaching balance
in 2002. The policy of fiscal discipline produced
significant results much sooner than expected,
as the budget came into balance and then
surplus in 1998, four years ahead of projec-
tions. The cumulative results of OBRA and
the BBA are truly monumental. To appreciate
their scope, one need only to recall expecta-
tions at the time. The latest projections
show total deficit reduction from 1993 to
2003 reaching $4.4 trillion—a sum that ex-
ceeds the total amount borrowed from the
public by the Government from 1981 to
1992.

The Administration’s Deficit Reduction
Far Exceeded Projections: Upon OBRA's en-
actment, the Administration projected that it
would reduce the accumulated deficits from
1994 to 1998 by $505 billion. Clearly, it has
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exceeded that goal. In fact, last year's surplus
combined with the reduced deficits of previous
years account for deficit reduction of $1.2 tril-
lion since 1993—more than twice the projected
savings when OBRA was enacted (see Chart
1-1).

The Administration has begun to Re-
verse the Debt Buildup of the 1980s. The
Government must finance any deficit it runs
by borrowing from the public, thereby accumu-
lating its publicly held debt. As a share of
Gross Domestic Product (GDP), Federal debt
held by the public reached a post-World War
Il peak of 109 percent in 1946. Because the
economy grew faster than the debt for the next
few decades, the debt gradually fell to about
25 percent of GDP in the 1970s. But the ex-
ploding deficits of the 1980s sent it back up.
In dollar terms, publicly held Federal debt
quadrupled, rising from $710 billion at the end
of 1980 to $3.0 trillion by the end of 1992.
Debt peaked at 50 percent of GDP in 1993,
but since then, thanks to the Administration’s
policy of deficit reduction, the ratio of publicly
held debt to GDP has steadily declined. The
surplus of 1998 will cut into the dollar amount
of the debt held by the public, driving down
the ratio of debt to GDP even faster.

Had this Administration done nothing, the
debt was projected by both OMB and the
Congressional Budget Office (CBO) to ap-
proach $7 trillion, or 75 percent of GDP,
by 2002. Instead, in 1998, the ratio of
publicly held debt to GDP fell about 16
percentage points below projections made be-
fore the Administration began pursuing its
concerted policy of deficit reduction (see Chart
1-2).

The On-Budget Deficit has Fallen: The
unified budget, the measure most commonly
used when tallying deficits and surpluses, in-
cludes all Government receipts and spending,
including Social Security’s contributions from
workers and their employers and Social Secu-
rity benefits paid to retirees. Because contribu-
tions in recent years have been greater than
the Social Security benefits paid out, the trust
fund has accumulated a surplus. Under the
accounting method of unified budgeting, that
surplus is counted and helps to bring down
the deficit.

Still, the on-budget (non-Social Security
trust fund budget) balance has also followed
the remarkable deficit reduction trends of
the past six years (see Chart 1-3). The

Chart 1-2. DEBT HELD BY THE PUBLIC
HAS BEEN BROUGHT UNDER CONTROL
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Chart 1-3. THE DEFICIT HAS BEEN REDUCED,
COUNTING SOCIAL SECURITY OR NOT

SURPLUS (+) / DEFICIT (-) IN BILLIONS OF DOLLARS
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Chart 1-4. THE BUDGET WAS BALANCED BY BOTH
CUTS IN SPENDING AND INCREASES IN RECEIPTS
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deficit has fallen from $340.5 billion (a post-
World War Il record) or 5.5 percent of
GDP in 1992, to $30 billion in 1998. Thus,
although the Social Security surplus helps
reduce the overall unified budget deficit,
the on-budget deficit has fallen by $310
billion since 1992, and this improvement
accounts for 86 percent of the reduction
in the unified deficit.

The Government’s Claim on the Economy
has been Reduced: In the previous two Ad-
ministrations, Federal spending was higher as
a share of the economy than at any point since
the end of World War 11, reaching 22.5 percent
of GDP in 1992. The defense buildup in the
early part of the 1980s, higher Federal interest
payments because of increased borrowing from
the public, and large increases in the cost of
Federal health programs outpaced any efforts
to reduce spending during the two previous
Administrations. However, this trend has been
reversed under President Clinton, who, at the
same time, has been able to provide key in-
vestments in education, the environment, and
more. During the last five years, the ratio of
Federal spending to GDP has steadily de-
clined, and in 1998 it was only 19.7 percent,
a smaller percentage of the economy than at
any time in almost a quarter century (see
Chart 1-4).

Economic Growth has Spurred Higher-
Than-Expected Federal Receipts: A healthy
economy and a booming stock market led last
year to a surge of Federal receipts. In the past
five years, receipts have been higher and
spending lower than projected, leading to more
deficit reduction than projected. Last year’s
unexpectedly strong growth in receipts helped
bring the budget into surplus well before ex-
pected.

The United States is among World Lead-
ers in Budgetary Performance: In the
1980s, the United States drew criticism for its
large budget deficits. Other countries blamed
U.S. deficits for driving up interest rates and
threatening global economic growth. This Ad-
ministration, now embarked on an era of sur-
plus, can point proudly to its fiscal policy as
a model. The United States is a leader among
the G-7 nations; only Canada also runs a sur-
plus (see Chart 1-5). The reason for this out-
standing U.S. performance is not high taxes,

but low public spending. The share of GDP
devoted to taxes is lower in the United States
than in any other leading country. And while
the United States supports a much larger de-
fense establishment than the other G-7 coun-
tries, it is nonetheless able to hold its public
spending down to a low share of GDP.

Economic Performance

The Administration’s strategy of reducing
the deficit while investing in people unleashed
the power of the private sector. Shrinking
deficits, and now a balanced budget, have
freed capital for private investment, encourag-
ing businesses to borrow for improvements
and expansion, and encouraging Americans
to refinance their homes or buy homes for
the first time. Fiscal responsibility has pro-
moted business and investor confidence and
enabled the Federal Reserve to maintain
low interest rates that, in turn, have helped
maintain and strengthen the economic expan-
sion. The surge in business investment shows
that these policies are working, and with
the budget now balanced and producing a
surplus, prospects for continued economic
progress are excellent.

The Expansion Sets a New Record: In
December of 1998, current data indicate that
the economic expansion entered its 93rd
month, setting a new record as the longest
in peacetime. And next year, with most experts
and the Administration projecting continued
growth, the economy will set an all-time record
as the longest expansion ever measured.

The Administration’s Fiscal Policy has
Resulted in a Sound Expansion:
Unsustainable Federal deficits, in part, stimu-
lated both of the longer post-war expansions—
the first in the 1960s, the second in the 1980s.
The economy expanded because the Govern-
ment expanded, dragging the private sector
along.

In these earlier expansions, the fiscal stimu-
lus came at different times. In the 1960s,
the deficit was quite restrained early in
the decade, but grew sharply after 1965.
In the early 1980s, the “structural deficit’*

1The structural deficit is the deficit that remains after account-
ing for cyclical changes in the economy as well as purely temporary
factors, such as the annual costs and receipts from resolving the
thrift crisis.
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Chart 1-5. ONLY THE UNITED STATES AND CANADA
HAD GENERAL GOVERNMENT SURPLUSES IN 1998
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Chart 1-6. EQUIPMENT SPENDING HAS LED THIS EXPANSION
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soared to almost five percent of GDP. That
large deficit helped pull the economy out
of the deep recession of 1981-1982, but
the Government's subsequent failure to curb
it held up interest rates, led to the financial
problems that marked the end of the decade,
and likely helped to bring on the recession
of 1990-1991.

In contrast, during the current expansion,
the reduction and subsequent elimination of
the deficit has permitted private investment
to propel the economy forward.

This Expansion has been Led by a
Strong Private Sector: Since the start of
1993, when President Clinton took office, the
economy has grown at an average rate of 3.3
percent per year—faster than under the two
previous Administrations. Furthermore, recent
growth has been driven by the increased de-
mand for private goods and services. At the
same time, the Federal Government’'s direct
claim on GDP (mainly defense and other dis-
cretionary spending, excluding transfer pay-
ments) has actually shrunk over the past six
years at an average rate of 2.2 percent per
year. Meanwhile, almost 93 percent of the 17.7
million jobs created during this Administration
have been in the private sector (and Federal
Government employment has shrunk by
365,000; see Section 1V, “Improving Perform-
ance Through Better Management”).

Business Investment has Led this Expan-
sion: Since the beginning of 1993, the share
of the Nation's GDP dedicated to real fixed
investment in business equipment has reached
record levels. Equipment investment has
grown at an annual rate of 12.1 percent, more
than three times the annual rate of growth
from 1980 through 1992 (see Chart 1-6).

Investment growth is
reasons:

important for two

¢ Investment adds to the economy’s produc-
tive capacity, and a larger economy gen-
erates more income leading to higher aver-
age living standards. The recent burst of
investment has helped lay the economic
foundation for continued growth in the
next century.

« New equipment contains advanced tech-
nology, making workers who use the
equipment more productive. Higher pro-

ductivity permits larger wage increases
without threatening higher inflation.

The Misery Index is at the Lowest Levels
in 30 Years: In the current expansion, both
unemployment and inflation have continued to
fall even with the expansion in its eighth year.
Last year, unemployment fell to its lowest an-
nual average since 1969, while inflation at 2.4
percent (as measured by the core CPI, exclud-
ing the volatile food and energy prices), was
virtually unchanged from its 1997 low of 2.2
percent. In fact, core inflation has not been
lower since 1966. And the misery index—the
sum of the inflation rate and the unemploy-
ment rate—is lower than at any time since
the 1960s (see Chart 1-7).

Unemployment Rates and Interest Rates
are Both Low: Never in the recent past has
the combination of interest rates and unem-
ployment been as low as in the past six years.
Generally, since President Clinton took office,
interest rates have remained near or below
the lowest levels of the 1970s and 1980s, with
the 10-year Treasury bond rate dropping in
October of last year to its lowest level since
1965. It is noteworthy that interest rates have
maintained their low level at a time of sus-
tained economic growth and low unemploy-
ment, when interest rates might be expected
to rise. This dampened unemployment rate sig-
nals a robust level of demand in the economy.
Relatively low interest rates, along with robust
demand, mark the success of the Administra-
tion’s fiscal policy in the following ways: it re-
duces the drain on savings, thereby freeing re-
sources for investment, while creating an envi-
ronment where a prudent monetary policy
holds down inflation.

The Near-Term Economic Outlook

The Administration expects the economy
to continue to grow in 1999, while inflation
will remain low. However, growth is expected
to moderate from its recent pace of 3.7
percent per year for the past three years,
which is much faster than the economy
has been able to sustain in recent decades
without higher inflation. The Administration
projects a diminished but healthy rate of
growth, accompanied by low unemployment
and inflation.
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Chart 1-7. THE MISERY INDEX IS AT ITS LOWEST SINCE THE 1960s
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Domestic Economic Strength at a Time of
International Turmoil

Though the American economy remains
strong, last year there were some troubling
developments in the world economy. The
dislocations in financial markets that began
to spread in Thailand, Korea, Indonesia,
and elsewhere in Asia in 1997 developed
into a severe economic downturn; and Japan,
which had not fully recovered from the collapse
of the bubble economy in the early 1990s,
has fallen back into recession. The effects
spread to Russia and threatened Latin Amer-
ica; the decision of the Russian Government
in August to delay repayment of some of
its debt further roiled world financial markets.
Concern spread to the United States last
summer, but a combination of decisive action
by the Federal Reserve and new resources
provided to the International Monetary Fund
(IMF) helped contain the spread of the crisis.
Conditions have not returned to their status
prior to the August upheaval, and risks
remain, but in the United States, most compa-

nies in need of credit have been able to
return to the capital markets, and stocks
have recovered their lost value.

Despite the disruptions in financial markets,
the U.S. economy slowed very little following
the economic weakness in Asia and Russia
in 1998. Growth through the first three
qguarters of the year held up extremely well,
at a 3.7 percent annual rate—which exceeds
the mainstream estimate of the economy’s
potential growth rate of about 2.4 percent.
Despite a declining trade balance, strong
consumer and investment demand combined
to keep the economy healthy.

Though the economy has outperformed the
mainstream forecast for the past six years,
the Administration continues to use main-
stream projections, in which the growth of

domestic demand moderates in 1999. Con-
sumer demand has been outpacing income
growth, and cutting into personal saving.

With the saving rate now near zero, it
is likely that consumption spending will grow
more slowly in the future. Business profits,



30

THE BUDGET FOR FISCAL YEAR 2000

which were rising strongly through 1997,
have fallen over the past four quarters.
Although profits are expected to stabilize,
the abnormally rapid growth is not projected
to return. Furthermore, business utilization
of capital is currently estimated to be below
its long-run average, suggesting less pressure
to invest in additional capacity.

Highlights of the Economic Projections

The budget relies on conservative economic
assumptions that are similar to those of
private forecasters, as well as CBO. Currently,
the consensus among these other forecasters
is that the economy is due for some modera-
tion in growth, and over the next few quarters
the growth rate could average about 2.0
percent, as the unemployment rate retreats
somewhat from its current three-decade low.
Eventually, however, the economy should re-
bound and return to rates of growth nearer
to potential, estimated by mainstream fore-
casters at around 2.4 percent per year. The
Administration believes that if the Nation
maintains the sound economic policies of
the past six years, with budgets in surplus
for the foreseeable future, economic perform-
ance could be even better than this. Recent
experience suggests that sound policy decisions
are rewarded with superior economic perform-
ance. Under this Administration, the economy
has consistently outperformed the consensus
forecast. However, in making budget projec-
tions, experience shows that it is prudent
to follow conservative assumptions.

Real GDP: Real GDP growth is expected
to average 2.0 percent on a fourth-quarter-
over-fourth-quarter basis for the next three
years. It is highly unlikely that growth
will be this smooth over this period, but
the Administration believes that growth over
the next three years will average this rate.
For 2002-2007, the Administration’s estimate
of potential growth is 2.4 percent. Beginning
in 2008, the rate of growth is expected
to slow gradually as the retirement of the
baby-boomers begins to cut into the growth
in the labor supply.

Unemployment: The unemployment rate is
projected to rise gradually to 5.3 percent.
This is a mainstream estimate of the threshold
level below which inflation would be expected
to accelerate. Once the unemployment rate
reaches this level, it is expected to stabilize
there.

Inflation: After rising by 1.6 percent in
1998, the CPI is expected to pick up at
a rate of 2.3 percent in 1999, and to maintain
this rate for the rest of the projection period.
Special factors have been holding down con-
sumer price inflation recently, including falling
prices for oil and other imported goods.
The world economic crisis has reduced prices
in world markets which has redounded to
the benefit of American consumers, and Amer-
ican businesses that use foreign goods and
services as inputs. The chain-weighted price
index for GDP is also expected to increase
somewhat faster than 1998's low rate. After
rising 0.9 percent in 1998, it is projected
to increase 1.9 percent in 1999, and 2.1
percent in 2000 and thereafter.

Interest Rates: Interest rates on Treasury
debt last year fell to extremely low levels,
under five percent, due to the financial
crisis. As financial markets stabilize, and
as special factors reducing inflation dissipate,
interest rates should increase somewhat. In
the Administration projections, the 91-day
Treasury bill rate is 4.2 percent next year,
and it rises to 4.4 percent by 2002 and
thereafter. The yield on 10-year notes is
projected to rise gradually from 4.9 percent
next year to 5.4 percent in 2003 and after-
wards.

The medium-term projections shown in
Table 1-1 are intended to represent average
behavior for the economy, not a precise
year-to-year forecast. In some years, growth
could be faster than assumed; in other years,
it could be slower. Similarly, inflation, unem-
ployment, and interest rates could fluctuate
around the values assumed. But the assump-
tions are expected to hold on average, and
thus to provide a prudent basis for projecting
the budget.
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Table 1-1. ECONOMIC ASSUMPTIONS?

(Calendar years; dollar amounts in billions)

Actual Projections

1997

1998 1999 2000 2001 2002 2003 2004

Gross Domestic Product (GDP):

Levels, dollar amounts in billions:
Current dollars ........cccocveeviiieiiiee e
Real, chained (1992) dollars .........c.ccccovvvrniennen.

Chained price index (1992=100), annual

AVEIAGE ..ttt ettt
Percent change, fourth quarter over fourth
quarter:

Current dollars .........ccccoviiiinniiiiieeeeee
Real, chained (1992) dollars ......
Chained price index (1992 =100)
Percent change, year over year:
Current dollars .........ccccoviiiinniiiiieeeeee
Real, chained (1992) dollars ......
Chained price index (1992 =100)

Incomes, billions of current dollars:
Corporate profits before tax ........cccceevvcveennnnnnn.
Wages and salaries ...............
Other taxable iNCOMe? ........c.cccooeieeeieeeeeenn.

Consumer Price Index (all urban):*®
Level (1982—-84=100), annual average ............
Percent change, fourth quarter over fourth
QUATEET it
Percent change, year over year

Unemployment rate, civilian, percent:
Fourth quarter level .........cccoocoieiiiiiiiiiie,
ANnual aVerage .........ccoceeiieeieiiiienee e
Federal pay raises, January, percent:
MIlITAIY ® oo
CiVIlIaN® ..o

Interest rates, percent:
91-day Treasury bills® ........c.cccooviiiiiieeeen,
10-year Treasury NOES .........ccccovcvvvririenrineennee

8,111 8,497 8,833
7,270 7,539 7,717

111.6 112.7 114.4

9,199 9,582 10,004 10,456 10,930
7,872 8,029 8,208 8,404 8,606

116.8 119.3 121.8 124.4 127.0

5.6 4.5 4.0 4.2 4.1 4.5 4.5 4.5
3.8 35 2.0 2.0 2.0 2.4 2.4 2.4
1.7 0.9 1.9 21 21 2.1 21 2.1

5.9 4.8 4.0 4.1 4.2 4.4 4.5 4.5
3.9 3.7 2.4 2.0 2.0 2.2 2.4 2.4
1.9 1.0 15 21 21 2.1 21 2.1

734 721 724 739 765 787 826 867
4,146 4,349 4,526 4,701 4,892 5,106 5,331
1,763 1,815 1,863 1,921 1,980 2,051 2,126

163.1 166.7 170.6 174.5 178.5 182.6 186.8
1.9 1.6 2.3 2.3 2.3 2.3 2.3 2.3

2.3 1.6 2.2 2.3 2.3 2.3 2.3 2.3

4.7 4.6 4.9 51 53 53 5.3 53
5.0 4.6 4.8 5.0 5.3 5.3 5.3 5.3

3.0 2.8 3.6 4.4 3.9 3.9 3.9 3.9
3.0 2.8 3.6 4.4 3.9 3.9 3.9 3.9

5.1 4.8 4.2 4.3 4.3 4.4 4.4 4.4
6.4 5.3 4.9 5.0 5.2 5.3 54 54

1Based on information available as of early December 1998.
2Rent, interest, dividend and proprietor’s components of personal income.
) ) prop P p

3Seasonally adjusted CPI for all urban consumers. Two versions of the CPI are now published. The index
shown here is that currently used, as required by law, in calculating automatic adjustments to individual in-
come tax brackets. Projections reflect scheduled changes in methodology.

4Beginning with the 1999 increase, percentages apply to basic pay only; adjustments for housing and sub-
sistence allowances will be determined by the Secretary of Defense.

5Overall average increase, including locality pay adjustments.

8 Average rate (bank discount basis) on new issues within period.

The Near-Term Budget Outlook

The Administration projects that the budget
surplus first achieved in 1998 will continue
in 1999 and subsequent years. With no
change in policy, the surplus should reach
$79.3 billion dollars in 1999 and $117.3
billion dollars in 2000. All economic projections
contain uncertainty, and this is true for
budget projections as well. The further into
the future the projections go, the more uncer-
tain they are.

The Long-Term Budget Outlook

For many vyears, it was traditional to
make budget projections for a total of five
years—the budget year and the four beyond.
In recent years, however, attention has focused
on intervals of 10 years and even longer,
especially when it is necessary to consider
longer-term issues involving the aging of
the population, like Social Security. Because
the problems with that system will not even
begin to appear until 2008, toward the close
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of the current 10-year budget window, the
projections must be pushed out many decades
into the future to examine the full problem.

The unexpectedly swift success in reducing
the budget deficit since the passage of OBRA
in 1993 also bodes well for our long-run
projections. Without the changes enacted in
OBRA, the Federal deficit would have contin-
ued to spiral out of control, reaching over
30 percent of GDP shortly after 2020. Projec-
tions in the 1997 Budget estimated a budget
surplus for 2002, which was projected to
last for about 20 years. However, the current
long-run projection of the budget shows the
surplus could continue for many years to
come. Reform of Social Security is one of
the most important challenges remaining to
safeguard our hard won fiscal stability over
time. In that context, maintaining fiscal dis-
cipline and using resources for strategic invest-
ments must be balanced.

The beneficial long-term results of these
projections depend on prudent policy and
on avoiding sustained adverse economic
shocks. Permanent economic or technical
shocks could knock the projections off track.
However, ordinary business cycles should not
affect the projections over the long run.
In a typical cycle, a slowdown is preceded
and followed by more rapid growth, and
the budget regains in the rebound what
it lost in the slowdown. (For more details
on the long-run budget projections see Analyt-
ical Perspectives, Chapter 2, “Stewardship.”)

Thanks to the policy initiatives taken by
the Clinton Administration and the BBA,
the budget provides a firm foundation to
reform Social Security and put it on a
solid long-term basis. Restoring confidence
in this vital program is a key Administration
priority. The long-term budget outlook summa-
rized here offers the opportunity to get the
job done.

Chart 1-8. THE IMPROVED BUDGET OUTLOOK PROVIDES
A UNIQUE OPPORTUNITY TO SAVE SOCIAL SECURITY
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Investing in Federal Statistics

Our democracy and economy demand that public and private leaders have unbiased, relevant,
accurate, and timely information on which to base their decisions. Data on real Gross Domestic
Product, the Consumer Price Index, and the trade deficit, for example, are critical inputs to
monetary, fiscal, trade, and regulatory policy. They also have a major impact on government
spending, budget projections, and the allocation of Federal funds. Taken together, statistics pro-
duced by the Federal Government on demographic, economic, and social conditions and trends
are essential to inform decisions that are made by virtually every organization and household.

Despite these critical uses, rapid changes in our economy and society, and funding levels that
do not enable statistical agencies to keep pace with them, can threaten the relevance and accu-
racy of our Nation’s key statistics. Without improvements proposed in this budget, it will be-
come more difficult for our statistical system to mirror accurately our economy and society,
which, in turn, could undermine core government activities, such as the accurate allocation of
scarce Federal funds. Fortunately, the most serious shortcomings of our statistical infrastruc-
ture could be substantially mitigated by proposals set forth in the Administration’s budget.
These initiatives are documented in greater detail in Chapter 11 of Analytical Perspectives,
“Strengthening Federal Statistics.”




2. SAVING SOCIAL SECURITY

one America.”

“For 60 years, Social Security has meant more than an ID number on a tax form, more than
even a monthly check in the mail. It reflects our deepest values, the duties we owe to our parents,
to each other, to our children and grandchildren, to those who misfortune strikes, to our ideals as

President Clinton
April 1998

Social Security is one of the most successful
Government programs in United States his-
tory. Since its creation more than 60 years
ago, Social Security has formed the bedrock
of retirement security for Americans. Social
Security is more than a retirement program,
though. It is a promise, a guarantee. For
millions of Americans who grow old after
a lifetime of work, who become disabled
or suffer the death of a family breadwinner,
Social Security has meant that America will
stand by them.

Right now, the future of Social Security
is uncertain. The pending retirement of 76
million baby boomers will put new financial
pressure on the Social Security system. By
early in the next century, the Social Security
trust fund will have to start drawing on
its own reserves in order to pay beneficiaries,
reversing the self-financing nature of the
system that has existed since its inception.
As this trend continues to grow, some thirty
years into the 21st Century, Social Security
will have only enough resources to cover
72 cents on the dollar of currently promised
benefits. Put simply, if no changes are made,
Social Security will eventually go broke.

In order to preserve the system that so
many Americans rely upon, the President
is urging the Nation to take measures this
year. In 1998, he has led the way with
a series of regional bipartisan forums to
build public awareness about the nature
and scope of the problem, and to build
public consensus for solutions.

This year, the Administration intends to
work with Congress on a bipartisan basis

to fix Social Security,
principles he stated

guided by the five
last year. The time
to act is now. First, if we take measures
today, the changes to fix Social Security
will be far simpler than if we confront
the problem after it has grown. Acting now
provides the opportunity to take advantage
of America’s strong economy and the Govern-
ment's first budget surpluses in a generation.
The future of Social Security presents a
huge challenge for America, but with serious
effort and bipartisan engagement, it is a
challenge we as a Nation are well prepared
to meet.

A Long-term Commitment to Workers and
Their Families

Nearly every American is touched by Social
Security at some point in their lives, either
as a recipient of benefits or as a relative
of a beneficiary. Social Security, officially
known as Old-Age, Survivors, and Disability
Insurance (OASDI), provides families with
comprehensive protection against loss of in-
come due to the retirement, disability or
death of a wage earner.

While most Social Security beneficiaries
are retired workers, Social Security is more
than a retirement program. Nearly one third
of Social Security beneficiaries are disabled
workers and their families, or survivors of
deceased workers (see Table 2-1). Many bene-
ficiaries would face a high risk of poverty
without the income protection provided by
Social Security.
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Social Security’s long-range imbalance.

pendable foundation of retirement security.

Principles for Social Security Reform

The President has announced five principles with which to evaluate proposals for correcting

First, any reform should strengthen and protect Social Security for the 21st Century. The
basic program has been one of this Nation’s greatest successes, and it should not be abandoned.

Second, reform should maintain universality and fairness in the program. For half a century,
Social Security has been a progressive guarantee for citizens.

Third, Social Security must provide a benefit that people can count on. Regardless of the ups
and downs of the economy or the financial markets, Social Security must provide a solid and de-

Fourth, Social Security must continue to provide financial security for disabled and low-in-
come beneficiaries. Social Security is not just a retirement program. It is also a disability insur-
ance and life insurance program. One out of three Social Security beneficiaries is not a retiree.

Fifth, Social Security reform must preserve America’s fiscal discipline.

When President Roosevelt signed Social
Security into law, most seniors were poor.
Shortly before Roosevelt established the pro-
gram, one elderly person sent a letter begging
him to end the “stark terror of penniless
old age.” Since then, Social Security benefits
have significantly improved the well-being
of the Nation. The poverty rate among the
elderly declined by 64 percent over the past
three decades, in large part due to Social
Security. In 1967, 29.5 percent of the Nation’s
senior citizens lived in poverty. By 1997,
that figure had dropped to 10.5 percent.

Social Security was founded on two impor-
tant principles: social adequacy and individual

equity. Social adequacy means that benefits
will provide a certain standard of living
for all contributors. Individual equity means
that contributors receive benefits directly re-
lated to the amount of their contributions.
These principles still guide Social Security
today.

Social Security was originally designed to
provide a continuing source of income to
help eligible workers maintain a household
when they retired. In 1935, personal savings,
family support, and State welfare programs
were the main sources of income for those
age 65 and older who did not work.

Table 2-1. SOCIAL SECURITY PROVIDES UNIVERSAL BENEFITS
(Thousands of OASDI Beneficiaries)
2000
Estimate

Retired workers and families:

(RO A T e VY] ¢ =T PSRRI 27,941

Wives and husbands ... 2,850

(4 o 11 o = o 1 PSPPSR 447
Survivors of deceased workers:

[ o V1 o [ o OSSPSR 1,932

Widowed mothers and fathers with child beneficiaries in their care ... 214

Aged widows and widowers, and dependent parents ............ccccceeeveennns 4,822

Disabled WIdOWS anNd WIAOWELS .........uiiiiiiiiiiiiie ettt s e e e e e e s e e e e e e et e e e e e e s sata e et eeeeaanaraeeaeens 193
Disabled workers and families:

[T T o] [=T0 ATV 0 o = PSR PPPR 4,939

Wives and husbands ... 186

[ o V1 o [ o PP 1,459
10 - 1 RSOSSN 44,983
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Before Social Security, about half of those
over 65 depended on others, primarily relatives
and friends, for all of their income. The
same was often true for people with disabil-
ities. Today, two thirds of those over age
65 get at least half of their income from
Social Security (see Chart 2-1). Social Security
benefits account for about 40 percent of
all income that goes to the elderly population.
For an average-wage worker retiring in 1998,
Social Security replaced more than 40 per
cent of his or her pre-retirement earnings.
With Social Security, the vast majority of
those over age 65 and those with disabilities
can live relatively independent lives. Moreover,
their families no longer carry the sole respon-
sibility of providing their financial support.

Disability Insurance (DIl) provides income
security for workers and their families when
workers lose their capacity to work due
to disability. Before DI, workers often had
no such protection, although in some cases
employees whose injuries were job-related
may have received State worker's compensa-

tion benefits. Congress enacted DI in 1956
to protect the resources, self-reliance, dignity,
and self-respect of those suffering from non-
work-related disabilities. DI protection can
be extremely valuable, especially for young
families who could not sufficiently protect
themselves against the risk of the worker’s
disability.

Social Security is especially important for
women, who make up 60 percent of all
Social Security beneficiaries, and an even
greater percentage—72 percent—of all bene-
ficiaries over age 85. Benefits to spouses
of retirees and survivors of deceased workers
are a critical source of old-age income for
women, who are more likely to take time
out of the paid workforce to raise children
or care for aging parents.

Social Security also makes up a larger
share of retirement income for women than
it does for men. The program accounted
for 51 percent of the total income of elderly
unmarried women in 1996, including widows.
It provided 39 percent of the income of

LESS THAN 50%
OF INCOME
34%

Chart 2-1. SHARE OF OASI BENEFICIARIES WHO RELIED ON
SOCIAL SECURITY FOR A GIVEN PORTION OF THEIR INCOME, 1996

PERCENTAGE OF BENEFICIARIES

50-89% OF INCOME
36%

90-99% OF INCOME
12%
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elderly unmarried men, and 36 percent of
income of elderly married couples. Moreover,
women are more likely to rely on Social
Security for all of their retirement income
(see Table 2-2).

Social Security plays a larger role in wom-
en’s retirement income than men’s for several
reasons. First, women live longer on average,
and the inflation-indexing of Social Security
benefits protects their buying power over
time. Second, women on average have lower
lifetime earnings than men due to the fact
that women in general take more years
out of the work force, are more likely to
work part-time, and are more likely to earn
lower wages than men, even in year-round
full-time work. Because women have lower
earnings, the progressive nature of the Social
Security benefit formula enhances the role
of these benefits in women's retirement in-
come. Finally, women are less likely than
men to retire with private pensions, and
their pensions are smaller than those received
by men, again due to lower lifetime earnings.
While the differences between men’'s and
women’'s work patterns and earnings are
expected to shrink in next few decades,
they are not expected to disappear entirely.

Program Trends

Growth in Retirement Benefits: Social Se-
curity is facing financial stress due to changing
demographics and its own financing structure.
The program is largely “pay-as-you-go"—cur-
rent retirement benefits are financed by cur-
rent payroll contributions. Such financing
worked well in the past, when five workers
paid for every retiree. However, when the
large baby boom generation retires, eventually
only two workers will pay for every retiree

(see Chart 2-2). Furthermore, while the sys-
tem’s financial burden will increase greatly
with the baby boomers’ retirement, the Social
Security Trustees do not expect demographic
trends to improve markedly in later periods.

Two demographic factors are especially im-
portant. Baby boomers and subsequent genera-
tions are having fewer children and are
expected to live longer than previous genera-
tions. In 1957, women had an average of
3.7 children, compared to 2.02 today. In
1935, life expectancy was 63 years for females,
60 for males. By contrast, baby boomers
on average have a much longer life expect-
ancy—73 years for females and 67 for males.
The life expectancy for people born in 2000
is 80 years for females, 74 years for males.
The longer people live, the longer they will
collect Social Security. The longer that people
spend in retirement, the larger the pool
of retirees who need to be supported at
any one time, and the fewer there are
working who can contribute to provide that
support.

Growth in Disability Benefits: Social Se-
curity’s disability component has grown rap-
idly since its inception. The program provided
about $48 billion to 6.2 million disabled bene-
ficiaries and their family members in 1998,
compared to $57 million for 150,000 disabled
workers in 1957.

What has caused the program growth?
Laws, regulations, and court decisions over
the years have expanded eligibility for bene-
fits. Recently, more and more baby boomers
are reaching the age at which they are
increasingly prone to disabilities, and the
number of women insured has risen. As
the caseload grows, it becomes more important

Table 2-2. SOCIAL SECURITY IS CRUCIAL TO
RETIREMENT INCOME

(Percentage of those over age 65 who relied on Social Security for their entire
income, 1996)

Social Security is
sole income source

Unmarried men
Married couples

unmarried WOMEN .......ccceeveviiiiiieee e
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WORKER/BENEFICIARY RATIO

Chart 2-2. COVERED WORKERS PER SOCIAL SECURITY BENEFICIARY
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to ensure that those on the rolls are all,
in fact, eligible for benefits. To maintain
DI's integrity, the Administration proposes
to maintain support for additional continuing
disability reviews—periodic reviews of individ-
ual cases that ensure that only those eligible
continue to receive benefits.

In any given year, very few DI beneficiaries
return to work. Many are just too severely
disabled to work. Others, however, could
work and want to work, but they face
significant obstacles to doing so. To address
this problem, the budget includes a com-
prehensive package of proposals to help dis-
abled beneficiaries enter or re-enter the work
force (see Chapter 3, “Investing in Education
and Training”).

The Long-range Challenge

Social Security is designed to be self-
financed; its most important revenue source
is the payroll tax. Current economic and
demographic forecasts indicate, however, that
revenues will fall short of expenditures in

the next century unless corrective action
is taken. The combined OASI and DI trust
funds are not in balance over the next
75 years—the period over which the Social
Security Trustees have traditionally measured
Social Security’s well-being. The projected
financial shortfall is largely due to the demo-
graphic trends discussed above. In their 1998
report, the Trustees estimated that starting
in 2013, annual tax revenues coming into
the trust funds will fall short of benefit
payments.

For many years, annual tax revenues going
into the combined trust funds have exceeded
benefit outlays, a situation projected to con-
tinue through 2012. The excess revenues
are invested in special interest-bearing Treas-
ury securities. These securities, like regular
Treasury securities, are backed by the full
faith and credit of the U.S. Government.
The trust funds are credited with the amount
of principal as well as the interest paid
on the securities. However, with no changes
to current law, beginning in 2013, the program
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will use interest income from these trust
fund reserves to help pay benefits. Starting
in 2021, payroll tax and interest income
will no longer be sufficient. The program
will need to spend the principal held in
reserve in order to meet benefit obligations.
The Trustees forecast that the reserves will
run out in 2032. At that point, annual
payroll tax revenue will be sufficient to
pay about 72 percent of benefits promised
under current law.

The long-range fiscal health of the trust
fund is determined by economic as well
as demographic factors. Such things as produc-
tivity improvements contribute to economic
growth, which in turn bolsters revenues com-
ing into the trust funds as workers enjoy
low unemployment rates and higher real
wages. However, even under optimistic as-
sumptions about future productivity improve-
ments and real wage growth, the demographic
forecasts indicate that there simply will not

be enough workers in the labor force to
cover the expected retirement costs of the
baby boom and subsequent generations.

The President believes it is critical to
address this financing shortfall now, for sev-
eral reasons. First, addressing the issue now
expands the number of options available
for dealing with the problem. Second, there
is time to engage in careful deliberation
and develop a well-thought-out plan that
protects vulnerable populations. Third, the
healthy American economy and existence of
a budget surplus provides a rare opportunity
to tackle the problem from a position of
strength. Finally, making decisions now will
allow individuals sufficient time to adjust
their retirement planning, if necessary. Guided
by the principles he described last vyear,
the President believes the Administration
and Congress can fulfill America’s long-stand-
ing promise to future generations.
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The President’'s Framework to Save Social Security

In his State of the Union address, the President unveiled his proposal to save Social
Security by using some of the projected budget surplus to strengthen the system and
by investing a portion of the surplus in equities to raise the rate of return. These ac-
tions will substantially improve the program’s fiscal position, strengthening it until
mid-century. It will require tough choices and a bipartisan approach to fix Social Secu-
rity, and to reach the President’s overall goal of saving the Trust Fund at least until
2075. During this year, the President will work with the Congress to restore the sys-
tem to fiscal health, and to address his other priorities including protections for the el-
derly at high risk of poverty.

Devote 62 percent of the budget surplus for the next 15 years to Social Se-
curity: The Administration proposes to set aside 62 percent of the projected unified
budget surplus of the next 15 years for Social Security. This amounts to more than
$2.7 trillion in additional resources available to meet future Social Security benefit ob-
ligations.

Increase returns through private investment: The Administration proposes
tapping the power of private financial markets to increase the resources to pay for fu-
ture Social Security benefits. Roughly one-fifth of the unified budget surplus set aside
for Social Security would be invested in corporate equities or other private financial
instruments. Because only about one-fifth of the surplus set aside for Social Security
would be invested in equities, the share of the stock market held by the Trust Fund
would be limited. A mechanism to insulate investment decisions from political consid-
erations would be developed. Under this plan, most of the surplus funds set aside for
Social Security would continue to be invested in special Treasury securities.

Provide additional fiscal reforms: The proposals described above will extend the
life of the Social Security Trust Fund until 2055—but do not achieve the President's
goal of saving Social Security for 75 years. The President has called for a bipartisan
effort with all to make the difficult, but sensible and achievable choices to save the
system through 2075.

Reduce elderly poverty: Although Social Security has made great strides in re-
ducing poverty in the past 30 years, some groups among the elderly still face high pov-
erty rates. Elderly widows, for example, experience a poverty rate of 18 percent, nearly
eight percentage points higher than the general population of the same age group. The
President will work to see that Social Security protections for elderly women and other
especially vulnerable beneficiaries are improved.

Encourage work: Social Security’s rules discourage retired individuals from work-
ing because benefits are reduced when a retiree’'s earnings exceed a certain level. In
1996, the President and the Congress raised that level of earnings—so that by the
year 2002, retirees could earn as much as $30,000 before their benefits would be af-
fected. The President believes that an overall Social Security solvency agreement
should remove the barriers to work that are a result of the earnings test.

Pay down the debt: This program will continue the Administration’s policy of fis-
cal responsibility, through which, for the first time in 29 years, the Federal Govern-
ment last year actually reduced the amount of debt that it must finance with the pub-
lic. The contributions to the Social Security Trust Fund will further reduce the level of
publicly-held debt by two-thirds, to the lowest percentage of GDP since 1917. This will
add to the Nation’s savings and help our economy continue to grow.
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IMPROVING PERFORMANCE THROUGH

BETTER MANAGEMENT

We made a decision that was profoundly important, that the way Government works matters,
that we could not maintain the confidence of the American people and we could not have ideas
that delivered unless the Government was functioning in a sensible, modern, and prudent way.

President Clinton
December 1998

On September 30, 1998, President Clinton
announced that the Federal budget had
reached balance and produced a surplus for
the first time in a generation. Without this
Administration’s early and firm commitment
to streamlining and reinventing Government,
it would not have been possible to eliminate
the deficit. “After all,” Vice President Gore
has said, “it is our progress in reinventing
and downsizing Government, while improving
it, that has enabled us to balance the budget,
cut taxes for families, and invest properly
in key priorities for the future.”

Reinventing Government—the goals of im-
proving the quality of services that Americans
rightfully expect, while reducing the size
of the Government that delivers them—seems
an almost contradictory notion. How to do
more with less? The answer is that the
Government must meet the needs of the
American people by improving its management
and the performance of programs—much as
U.S. business has done in the face of competi-
tive pressure over the last quarter century.
From the start, Vice President Gore, working
with the departments, agencies, inter-agency
working groups, and worker representatives,
and drawing on the expertise of the private
sector, has led an unprecedented effort to
make the Federal Government more efficient
and effective while also reducing its size.

From 1993-1998, the Administration has
cut the Federal civilian work force by 365,000
full-time equivalent employees (FTEs). Based
on the number of Federal employees on
the payroll, the work force is the smallest
it has been since the Kennedy Administration.

Working with Federal employees, the Adminis-
tration has eliminated wasteful spending and
cut numerous outdated Government programs.
These efforts have saved the American people
more than $136 billion. Today, we have
a smaller, more efficient Government that
provides the services the American people
have come to count on: protecting the environ-
ment; improving our schools; and providing
retirement benefits to seniors, to name only
a few. To recognize the Federal employees
who help the Government operate more effi-
ciently and better serve the American people,
the President proposes a 4.4 percent pay
raise, the largest increase since 1981, for
civilian employees and military members.

The Clinton-Gore Administration relies on
several key strategies to achieve its reinven-
tion goals. Key among them are the National
Partnership for Reinventing Government
(NPR), Priority Management Objectives
(PMOs), and inter-agency management groups.

Founded at the start of the Administration,
the NPR (then the National Performance
Review) has empowered Federal employees
and managers and they have responded by
improving services and cutting costs. It counts
among its many successes the Food and
Drug Administration’'s (FDA's) streamlined
drug approval process, the Defense Depart-
ment's (DOD’s) reduction of many military
specification buying standards, and the Fed-
eral Aviation Administration’s (FAA’s) im-
proved safety procedures. NPR will con-
centrate on fostering customer-oriented, re-
sults-driven organizations that focus on per-
formance.
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PMOs focus the Administration’'s efforts
to meet some of the Government's biggest
management challenges. They are specific
management initiatives covering a wide range
of concerns, ranging from meeting the year
2000 computer challenge to implementing
the restructuring of the Internal Revenue
Service (IRS). The Administration also engages
inter-agency groups (discussed later in this
Section) to marshal resources across the Gov-
ernment to address concerns important to
Americans.

Six years out, there is measurable success,
more to be done, and a determination to
realize the President’s vision of a Government
that functions in a “modern, sensible, and
prudent way.”

Internet addresses in this Section refer
the reader to websites where work is described
in greater detail.

NPR: Changing the Government

NPR has consistently pursued initiatives
to build a Government that works better,
costs less, and gets the results that matter
to the American people. NPR efforts have
led to operational improvements in agencies
that affect everyday American life, such as
better customer service at the Social Security
Administration (SSA), and improvement in
delivery of services, including the provision
of water, food, and shelter to disaster victims
by the Federal Emergency Management Agen-
cy.

In the coming year, NPR will focus on
the following four major initiatives designed
to improve Government services to all Ameri-
cans:

(1) Working to deliver results Americans
care about: In 1998, the NPR launched an
effort with 32 agencies to increase their
focus on customers and achieve results that
matter to Americans. These High Impact
Agencies (HIAs) interact directly with the
public. The HIAs have defined specific commit-
ments to improve service delivery and agency

operations. Table IV-1 includes examples of
the specific commitments made by many
of the HIAs. This focus on customers will
build on the agencies’ strategic and annual
performance plans discussed in Section VI.
Additional information on the HIAS' efforts
is available on the NPR website, www.npr.gov.

(2) Developing customer and employee satis-
faction measures that will supplement agency
program results: A key initiative in improving
Government performance, the Government
Performance and Results Act (GPRA), was
enacted by Congress in 1993. This Act in-
creases the accountability of Government agen-
cies by requiring them to define measurable
performance goals and report on their achieve-
ments.

In 1999 and 2000, the Administration in-
tends to reinforce GPRA efforts by increasing
the use of customer satisfaction goals in
annual plans of selected agencies. For agency
programs dealing directly with the public,
customer satisfaction is a key measure. The
Administration will also conduct the second
annual employee satisfaction survey for Fed-
eral workers and use the data to monitor
progress in bringing the benefits of reinvention
to all Federal workers. Employee satisfaction
also affects agency performance—satisfied em-
ployees mean better Government services,
products, and benefits to the public.

(3) Improving American life in ways that
no one Government program could accomplish
alone: The Administration will pilot test strat-
egies to provide seamless service delivery
in areas of greatest concern to Americans,
effectively creating a system of one-stop shop-
ping for important Government services. Peo-
ple interested in help finding jobs or in
improving public health in their community
should be able to obtain that help swiftly
and easily. The Administration is committed
to using partnership approaches among Fed-
eral, State, and local programs to achieve
the outcomes most Americans expect from
their government.
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Table IV-1. STRATEGIES TO ACHIEVE HIGH IMPACT AGENCY GOALS

Between now and January 1, 2001, agencies with great impact on Americans will:

l. Partner to get results that Americans care about that no agency can achieve alone. For
example:

¢ In partnership with the airline industry, three Federal agencies (the Animal and
Plant Health Inspection Service (APHIS), Customs, and the Immigration and Natu-
ralization Service (INS)) will obtain advance information on 80 percent of inter-
national air passengers to expedite the overall flow of passengers with no loss in en-
forcement.

¢ The Food and Drug Administration will work closely with industry, health care pro-
viders, and the consumer to ensure that 75 percent of all consumers receiving new
drug prescriptions will be given useful and readable information about their product.

¢« The Food Safety and Inspection Service will collaborate closely with other public
health agencies that are members of the President’s Food Safety Council to reduce
food-borne illnesses by 25 percent, between 1997 and 2000. As a first step, they will
work together in 1999 to develop a common approach and coordinate budgetary re-
sources.

1. Create electronic access and processing in government. For example:

* The number of States issuing food stamps by electronic benefit transfer will increase
from 22 in 1997 to 42 in 2000.

* An electronic trademark application will be placed on the Patent and Trademark Of-
fice's website. Trademark customers will be able to file applications and related pa-
pers electronically.

¢ By October 2000, the Department of Education will enable three million students
and families to submit their Federal student aid applications electronically. This
doubles the current annual number.

1. Manage with a set of measures that balance customer satisfaction, employee satisfac-
tion, and business results. For example:

e The Veterans Health Administration (VHA) shows continuing improvement in pa-
tient satisfaction with the care they receive. In 1995, 60 percent of patients rated
their care as very good or excellent. That number rose to 75 percent in 1998. The
goal for 1999 is 79 percent. The 2000 goal is 83 percent and the 2003 goal is 95 per-
cent.

« By 2001, the VHA will expand its adherence to clinical guidelines to cover 95 percent
of common diseases among veterans compared to 76 percent in 1997.

* The Federal Emergency Management Agency will increase individual customer satis-
faction with the assistance application process from 84 percent in 1995 to at least 90
percent in 2000.

Note: Information on specific HIAs is available on agency websites.
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One example of such partnerships is the
establishment this year by Executive Order
of a Food Safety Council, committed to reduc-
ing the incidence of food-borne illnesses. To
improve the well-being of children, the Federal
Government will also enter into 10 partner-
ships with State and local governments to
devise new ways, under current law, to
increase flexibility in the wuse of Federal
program dollars and to redirect administrative
savings for services and results. Successful
partnerships will demonstrate measurable im-
provements in the lives of children. This
performance partnership initiative has four
components: 1) establishment of a results-
driven accountability system, working with
the Federal Interagency Forum on Child
and Family Statistics, that will focus on
key indicators of child well-being, such as
immunization coverage, infant and child mor-
tality, high school graduation rates, teen
birthrates, youth crime rates, and child health
insurance coverage; 2) identification of ways
to consolidate planning and reporting for
programs with related goals and greater

flexibility in administering grant funds; 3)
development of recommendations for new
ways, within current law, through which
administrative savings from discretionary
grant programs might be pooled to establish
a local Child Well-Being Investment Fund
for innovations and priority programs; and
4) sharing of lessons learned through a
“how-to” manual detailing strategies to reduce
administrative costs and allow local flexibility.

(4) Allowing Americans to do business with
the Government electronically: In 1997, the
Administration announced the Access America
initiatives to enable Americans to do business
with the Government electronically. Recently,
Vice President Gore launched Access America
for Students, which pilots the integrated,
computerized delivery of Government services
to postsecondary students. This program will
include services such as student loan applica-
tions and renewals, online address changes,
veterans' educational benefits, campus admis-
sions and services, and electronic income
tax filing. Access America for Students will

EMPLOYEES IN MILLIONS

Chart IV-1. ACTUAL CIVILIAN EMPLOYMENT IN THE EXECUTIVE BRANCH,
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Chart IV-2. CIVILIAN FTE CHANGES
ON A PERCENT BASIS, 1993 - 2000
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be carefully constructed to ensure the privacy
and security of all users. Other Access America
programs are planned for users of other
Government services (e.g., senior citizens).
Additional information on Access America
is available at www.gits.gov.

Streamlining the Government

Two fundamental changes in the Federal
work force have combined to create a leaner,
more efficient Government. First, the Adminis-
tration has cut the overall size of the Govern-
ment by 16 percent. Second, the Administra-
tion has given Federal employees the authority
to propose and carry out significant improve-
ments in agency programs. These changes
have led to the elimination of many internal
rules, establishment of customer service stand-
ards, creation of agency reinvention labs,
and improved labor-management relations.

The Administration’s accomplishments in
downsizing Government are unprecedented
since the demobilization after World War
I1. As Chart IV-1 shows, this is the smallest

Federal work force in 36 years. The savings
have been used to help pay for a variety
of initiatives authorized by the 1994 crime
bill, including the successful effort to put
100,000 new local police officers on the streets.

Almost all of the 14 Cabinet Departments
and large independent agencies are cutting
their work forces. For example, the General
Services Administration (GSA) is reducing
FTEs by 31 percent by streamlining its
lines of business. The Justice Department's
growth reflects the Administration’s expanded
war on crime and drugs. The decennial
census is temporarily increasing the size
of the Commerce Department's payroll (see
Chart 1V-2).

Reducing the size of Government is just
one measure of success. Acquiring and retain-
ing the right mix of people with the best
combination of skills is a challenge to all
employers, and the Government is no excep-
tion. Streamlining organizations is never easy,
but a partnership with Federal employee
unions has made change possible. As agencies
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continue reinventing themselves to be more
effective and responsive to America's needs,
they will require management tools to restruc-
ture their work forces and achieve greater
efficiencies. The Administration will support
agencies if they need—as in the case of
DOD, the Department of Energy (DOE), and
the IRS—separate authority to restructure
their work force with voluntary separation
incentives. The Administration will also seek
renewal of the authority to offer voluntary
separation incentives to support downsizing
efforts in those areas where cost/benefit analy-
sis indicates that it would be beneficial.

Creating Powerful Incentives to Manage
for Results

A new tool—the Performance-Based Organi-
zation (PBO)—was developed to help the
Government operate more efficiently. Proposed
by the Administration, and enacted by the
Congress, the first PBO was mandated to
improve the efficiency and delivery of student
financial assistance.

PBOs encourage a group of Government
executives in an organization to bear respon-
sibility for its level of performance. These
executives commit to meet tough annual
performance goals, and if successful, they
can receive substantial bonuses. To help them
meet these goals, executives can exercise
greater flexibility in hiring, compensation,
and procurement. During the 106th Congress,
the Administration will develop legislation
to establish additional PBOs, including the
FAA Air Traffic Services, the Seafood Inspec-
tion Service, the Patent and Trademark Office,
the Rural Telephone Bank, the Defense Com-
missary Agency, the National Technical Infor-
mation Service, the St. Lawrence Seaway
Development Corporation, Federal Lands
Highway, and the U.S. Mint.

Tackling Government’s Biggest
Management Challenges

To create a clear set of priorities for
management efforts, the Administration has
selected 24 key issues, listed in Table V-2,
to be PMOs. These were chosen as areas
in need of real change, and will receive
ongoing attention from the Administration.

There are six new initiatives while 18
continue from last year's budget. PMOs are
coordinated by OMB with assistance from
the NPR and inter-agency working groups.
This assures that objectives receive senior
management attention. Periodic reporting and
review of these objectives provide an oppor-
tunity for corrective action as necessary
throughout the year.

Strengthening Government-Wide Manage-
ment

1. Manage the year 2000 (Y2K) computer
problem: There is no more immediate manage-
ment challenge facing governments and indus-
tries world-wide than the impending shift
of dates from the year 1999 to the year
2000. A year ago, 27 percent of the Federal
Government's mission-critical systems were
Y2K compliant. At the end of 1998, more
than double that number—61 percent—met
that standard. The Administration has set
March 31, 1999, as the deadline for all
mission-critical systems to be Y2K ready.

Under the direction of the President’s Coun-
cil on Year 2000 Conversion, agencies are
reaching out to private sector organizations,
State and local governments, and international
institutions. External Y2K activities have been
organized to focus on key sectors, including
energy, telecommunications, and financial in-
stitutions. In December 1998, the U.S. Govern-
ment helped organize a United Nations con-
ference of Y2K coordinators from over 100
countries.

The Administration also recognizes a critical
need for industry to share its Y2K experiences
and solutions with each other and with
the public. Accordingly, the Administration
proposed and the Congress enacted the Year
2000 Information Disclosure Act, which en-
courages companies to share information about
possible Y2K solutions.

In 1999, agencies will focus primarily on
testing their systems and their interactions
with other systems, and will develop contin-
gency and continuity of operations plans.
In 2000, agencies will focus on assuring
that Federal programs continue to deliver
uninterrupted service to the public.
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Table IV-2. PRIORITY MANAGEMENT OBJECTIVES

STRENGTHENING GOVERNMENT-WIDE MANAGEMENT

Manage the year 2000 (Y2K) computer problem
Use results to improve program management
Improve financial management information
Protect critical information infrastructure
Strengthen statistical programs

Implement acquisition reforms

Implement electronic Government initiatives

Nogak~owdpE

IMPROVING STEWARDSHIP OF ASSETS

8. Better manage financial portfolios
9. Better manage real property

IMPROVING PROGRAM OPERATIONS AND INTEGRITY

10. Verify that the right person is getting the right benefit
11. Use competition to improve operations

IMPROVING PROGRAM MANAGEMENT

12. Modernize student aid delivery

13. Improve DOE contract management

14. Strengthen the HCFA's management capacity

15. Implement HUD reform

16. Resolve disputes over Indian trust funds

17. Implement FAA management reform

18. Implement IRS reforms

19. Streamline SSA’s disability claims system

20. Revolutionize DOD business affairs

21. Improve management of the decennial census

22. Manage risks in building the International Space Station
23. Improve security at diplomatic facilities around the world
24. Reengineer the naturalization process and reduce the citizenship application backlog

2. Use results to improve program manage- goals. Key to achieving success is making

ment: GPRA makes Government agencies more
accountable by focusing managers and policy
makers on agency performance. GPRA can
fundamentally change how the Government
carries out its programs and makes funding
decisions. The Act requires Federal agencies
to periodically develop long-range strategic
plans and annually prepare performance plans
and performance reports. The annual plans
set specific performance targets for an agency’s
programs and activities. The combination of
GPRA plans and reports introduces an unprec-
edented degree of managerial and institutional
accountability for accomplishing program

the plans useful to the Congress, the Presi-
dent, and agency management.

In 2000, agencies will submit to the Con-
gress and the President the first of their
annual reports on program performance. These
reports, covering 1999, will compare actual
performance to the performance target levels
in the annual plans for that year, and
provide an explanation for any goal not
met. With these reports, the first cycle of
GPRA implementation will be complete.

During 2000, agencies will also be revising
and updating strategic plans for submission
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to the Congress and OMB by September
2000. All GPRA plans and reports are publicly
available, and can often be found on individual
agency websites.

Budgeting for Results is an effort to display
and budget for all the resources used by
Federal programs in a way that allows the
costs to be systematically compared with
the benefits provided. Although all costs are
reflected somewhere in the budget, these
costs are not all associated with the individual
programs that use the resources. Some costs
may be paid by other components within
the Government. Thus, some of the basic
information necessary for effective decision
making is not readily available. In the coming
year, efforts will continue toward making
Budgeting for Results a reality.

3. Improve financial management informa-
tion: In March 1998, for the first time
in the history of the United States, the
Government issued audited financial state-
ments presenting the results of its operations.
While the audit disclosed financial system
weaknesses and problems in fundamental
record-keeping in a number of areas, the
Government's efforts to provide a full account-
ing is unprecedented. Bringing problems to
light will force improvements. Improvement
has already begun as illustrated by Table
IV=3, which presents the anticipated results
of audits of the financial statements of the
24 largest Federal agencies in 1998. These
show that the Administration has already
made substantial progress in improving finan-
cial management. Recognizing more must be
done, the President directed agencies to re-
solve systems and record-keeping problems
during 1999—with the goal being an unquali-
fied report on the Government’'s 1999 financial

statements, which will be issued in March

2000.

4. Protect critical information infrastructure:
Last year, Presidential Decision Directive 63,
Protecting America’s Critical Infrastructures,
launched a program to counter risks to
the increasingly interconnected national infra-
structures, such as telecommunications, bank-
ing and finance, energy, transportation, and
essential Government services. These infra-
structures are particularly vulnerable to dis-
ruptions—whether deliberate or accidental—
to the computer systems that support them.
The goal for 2000 is increased security for
Government systems. The Federal Government
should be a model of infrastructure protection,
linking security measures to business risks
and agency mission.

The goal for 2003 is a reliable and secure
private information system infrastructure. The
Administration will work with private indus-
try, which owns the vast majority of the
Nation’s infrastructure, to meet common pro-
tection goals. Care will be taken to preserve
privacy, and regulation will be used only
if there is a material failure of the market
to protect the health, safety, or well being
of the American people.

5. Strengthen statistical programs: The Gov-
ernment spends more than $3 billion each
year to produce statistical measures of our
economy and society that help decision makers
in the public and private sectors. These
data are used for everything from spotting
important trends in public health to projecting
the impact of future demographic shifts on
the Social Security system. In 1998, to improve
access to, and the quality of, Government
statistical data, the Administration: 1) spon-
sored a bill to permit limited sharing of

Table IV=-3. CFO Agency Financial Statement Performance Goals

) ) 1997 Estimate
Financial Statements Actual
1998 1999 2000
Audits Completed ........ccccoviiiiiiiiiene 23 24 24 24
Agencies with Unqualified Opinion ................... 11 14 20 23
Agencies with Unqualified and Timely Opinion 8 12 20 23
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confidential data among selected agencies sole-
ly for statistical use with appropriate safe-
guards; 2) doubled (to 28) the number of
Federal agencies whose data series are indexed
on www.fedstats.gov; and 3) published innova-
tive inter-agency thematic reports based on
federally-collected statistics, including Ameri-
ca's Children: Key National Indicators of
Well-Being, and Changing America: Indicators
of Social and Economic Well-Being by Race
and Hispanic Origin. In 1999, the Administra-
tion will continue to seek passage of legislation
for statistical data sharing, and continue
work on the American Community Survey
to provide comparable demographic, economic,
and housing data for small geographic areas.
In 2000, the Administration will begin imple-
menting the newly revised 1998 Standard
Occupational Classification.

6. Implement acquisition reforms: The Fed-
eral Government is the Nation’s largest buyer
of goods and services, purchasing almost
$200 billion annually. In the past six years,
the Congress and the Administration have

initiated numerous acquisition reforms to
maximize the taxpayer’'s buying power. Con-
tractors are increasingly being held responsible
for results and measured on their performance
when competing for future work. Agencies
are buying commercial products and services
rather than costly Government-unique solu-
tions. The buying process continues to be
streamlined, paperwork reduced, and results
measured. In 1999, the Government will
have 60 percent of Government purchases
below $2,500 made by credit card—bypassing
more paper intensive and time consuming
procurement processes. By 2000, this rate
will increase to 80 percent (see Chart 1V-3).
By 2000, over $23 billion in services contracts
will be converted to Performance-Based Serv-
ice Contracting (PBSC). Pilot programs dem-
onstrated price reductions averaging 15 per-
cent in nominal dollars, and agency satisfac-
tion with contractor performance rose by
18 percent. Also by 2000, all major agencies
will have systems which record contractors
performance. This information will be a key

DOLLARS IN BILLIONS
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20

154

104

Less
than
100 million 0.1 0.1

0= 77 77z z

1989 1990 1991 1992 1993

1994 1995 1996 1997 1998 1999 2000

Note: The average annual growth in the Federal Purchase Card Program is over 75 percent since its inception in 1989.

18.0




54

THE BUDGET FOR FISCAL YEAR 2000

determinant to better manage contracts and
successfully select contractors.

7. Implement electronic Government initia-
tives: As discussed in the Vice President’s
1997 Access America Report, today’'s most
important infrastructure improvement needed
to promote electronic access to Government
services is the ability to authenticate users
over open networks like the Internet. The
Government Paperwork Elimination Act of
1998 promotes Federal agency use of electronic
signatures to verify identities and integrity
of information and establishes the legal valid-
ity of electronic documents. In 1999, the
Administration will work with the private
sector to develop guidelines for implementing
the Act. In 2000, the Administration will
issue those guidelines, incorporating lessons
from the Access America projects. Additional
mission performance improvements from spe-
cific information systems investments are dis-
cussed in Chapter 22 of Analytical Perspec-
tives.

Improving Stewardship of Assets

8. Better manage financial portfolios: The
Federal Government currently underwrites
more than $1 trillion in loans, primarily
to students, homebuyers, and small busi-
nesses. The Government must better serve
these customers and protect its interest in
obtaining efficient and timely repayment.
Using electronic commerce and the Internet,
the Government will test streamlined proc-
esses for student loan applications and elec-
tronic drawdown to those who qualify. Privacy
will be protected though the use of electronic
signatures. The Government will also begin
sharing information electronically to better
manage its single-family home loans, and
if successful, will apply the same model
to other lending programs. By 2000, the
Debt Collection Improvement Act, which re-
quires agencies to refer debt over 180 days
delinquent to the Treasury Department for
collection, will be fully implemented with
the help of a Government-wide offset program,
private collection agencies, and asset sales.

9. Better manage real property: The Govern-
ment owns billions of dollars worth of real
property, including office buildings, hospitals,

laboratories, and military bases. The Adminis-
tration will pursue a number of initiatives,
and where necessary, will submit legislation
to:

e continue DOD'’s successful housing privat-
ization program that augments each Fed-
eral dollar with two or more private sector
dollars to construct and manage housing,
thereby enabling the department to im-
prove the quality of military family hous-
ing three times faster than would other-
wise be possible;

e allow the Department of Veteran Affairs
(VA) to sell unneeded property and keep
the proceeds to improve direct care and
services to veterans, with a share of the
proceeds being used to provide assistance
grants to local homeless populations; and

e amend the Federal Property and Adminis-
trative Services Act of 1949 to improve
real property management, including al-
lowing agencies to exchange or sell
unneeded property and retain a share of
the sales proceeds for other property in-
vestments.

Improving Program Operations and Integ-
rity

10. Verify that the right person is getting
the right benefit: It is important to ensure
that beneficiaries get the benefits to which
they are entitled and that errors in providing
benefits are minimized. Agencies can shorten
application review times and strengthen pro-
gram integrity by sharing information among
Government programs. For instance, in 2000,
HUD will begin verifying tenant-reported in-
come against other Federal income data.
This will help ensure that housing assistance
goes to those entitled to these benefits. Also
in 2000, the Department of Education will
propose legislation to permit the use of
income information in the National Directory
of New Hires to verify income reported on
student loan applications and to identify
income received by student loan defaulters.
This could lead to an estimated savings
of over $450 million.

In 1999, the Administration will support
improved Federal and State program informa-
tion sharing to minimize erroneous payments
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at benefit determination; to eliminate unneces-
sary burdens on applicants by coordinating
information collection and verification; to pro-
tect individual privacy; and to enable cus-
tomers to use secure and convenient electronic
application processes.

11. Use competition to improve operations:
Competition has become a cornerstone of
the business strategy for DOD. DOD will
compete over 200,000 positions (in accordance
with OMB Circular A-76 procedures), includ-
ing more than 100,000 positions between
2000 and 2005. Savings will result from:
1) reengineering work that stays in-house;
and 2) contracting out, which has shown
savings of 30 to 40 percent. Other agencies
are identifying potential commercial activities,
which will provide a basis for implementing
the Federal Activities Inventory Reform Act
of 1998 (FAIR). Inventories are due to OMB
by June 30, 1999, under the Act.

Improving Program Implementation

12. Modernize student aid delivery: Each
year, nearly nine million students receive
a total of $50 billion in aid through six
major Federal student financial assistance
programs. These programs are separately au-
thorized—with unique features—and have
evolved information and other management
systems that are not always consistent with
one another. To improve and streamline the
management of these programs, the Higher
Education Amendments of 1998 authorized
the Government's first ever Performance
Based Organization (PBO). During 1999, this
PBO will work with a broadly representative
group of lenders, students, and program inter-
mediaries to develop a five-year performance
plan to modernize student aid delivery. The
goals will include:

* improving service to students and other
participants in the student aid process;

* reducing costs of administering the pro-
grams;

* integrating and improving program infor-
mation and delivery systems; and

* developing open, common, and integrated
delivery and information systems.

13. Improve DOE contract management:
More than 90 percent of DOE's budget is
spent through contractors who are responsible
for the operation, management, and safety
of DOE facilities. Making more effective use
of Performance Based Service Contracts
(PBSC) and competition would improve DOE’s
mission attainment and could potentially save
up to $1 billion. In 1999, DOE will focus
on PBSC conversions for two management
and operating contracts and 10 service con-
tracts to increase work accomplished and
lower costs. Also, DOE will compete four
of the eight major expiring contracts.

14. Strengthen Health Care Financing Ad-
ministration’'s (HCFA's) management capacity:
HCFA is responsible for the stewardship
of many of the most important social programs
run by the Federal Government, including
Medicare, Medicaid, and the Children’s Health
Insurance Program (CHIP). HCFA faces the
formidable challenge of modernizing its admin-
istrative infrastructure, meeting pressing stat-
utory deadlines for program change from
the Balanced Budget Act (BBA) and the
Health Insurance Portability and Accountabil-
ity Act (HIPAA), and perhaps most important,
the need to be highly responsive to its
customers.

HCFA has begun the process of management
change through its recent reorganization. How-
ever, further reform is needed. HCFA, HHS,
and OMB have together begun the develop-
ment of a reform initiative that will increase
HCFA's flexibility to operate as a customer
centered prudent purchaser of health care
while also increasing accountability. This ini-
tiative has five components: 1) management
flexibilities (e.g., evaluation of personnel needs
and flexibilities); 2) increased accountability
to constituencies (e.g., regular reports to
the Congress and the Administration, creation
of an outside advisory board); 3) program
flexibilities (e.g., new authorities and greater
use of existing authorities to pay for services
at market rates, enter into selective contracts,
and engage in competitive bidding); 4) struc-
tural reforms (e.g., re-engineering the relation-
ship between HCFA's central and regional
offices and between HCFA and HHS; contract-
ing out functions); and 5) contractor reform
(e.g., promoting competition in Medicare
claims processings, introducing contract terms
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that allow more flexibility for the Federal
Government).

HCFA's core functions—modernizing Medi-
care, detecting fraud and abuse, providing
beneficiary and provider education, implement-
ing legislative changes, processing claims,
providing increased beneficiary choices, and
managing Federal and State Medicaid and
CHIP programs—are vital and continue to
expand. To meet these expanding pro-
grammatic challenges, as well as the chal-
lenges of continuous management reform, it
is critical to move toward a stable source
of funding for HCFA. As HCFA and HHS
move down the road toward achieving fun-
damental reform and begin to accomplish
some of the basic objectives noted above
(e.g., contractor reform), the Administration
will review legislative proposals to increase
the stability of HCFA's funding.

15. Implement HUD reform: HUD’'s com-
prehensive reforms are geared toward produc-
ing improvements in agency operations—so
that all tenants can live in safe and well-
managed housing. These reforms include: clari-
fying the mission of each employee; cleaning
up the data in existing management and
financial systems; integrating these disparate
management and financial systems where
possible; and enhancing accountability in HUD
programs. For instance, by 2000, HUD will
initiate an independent, on-going assessment
of all public housing and Section 8 projects.
Projects that fail to meet reasonable private
sector benchmarks for safety and financial
integrity will be referred to a newly estab-
lished HUD Enforcement Center for intensive
oversight and technical assistance. If a
project's safety and financial status do not
improve, new management will be installed,
or Federal assistance to the project will
end. By 2000, HUD will also begin periodic
customer and employee satisfaction surveys.
The results of these surveys will be used
to monitor progress in implementing meaning-
ful HUD reform.

16. Resolve disputes over Indian trust funds:
The Department of the Interior (DOI) is
responsible for managing nearly $3 billion
in trusts the Federal Government holds for
the Indian Tribes and individual Native Amer-
icans. In 1998, DOI verified over half of

all individual trust accounts, and conversion
of these accounts to a commercial accounting
system will be completed by the end of
1999. The Administration will also re-intro-
duce legislation to settle disputed tribal trust
balances that resulted from decades of mis-

management, and consolidate highly
fractionated ownership of Indian lands. In
2000, DOI will:

e develop and negotiate settlement offers
with Tribes whose accounts lack full docu-
mentation, and develop formula-driven
settlement payments for Tribes that accept
these offers;

e double the number of pilot projects to con-
solidate ownership of fractionated lands;
and

» complete verification of the remaining one-
third of all trust asset account data and
finalize the conversion to the new commer-
cial trust asset management system.

17. Implement FAA management reform:
The safety of the flying public depends on
the FAA—its air traffic controllers, technology,
and preparation for future challenges. FAA
has begun an 18-month pilot project to link
pay increases for some staff to the achieve-
ment of their performance targets. In 1999,
FAA will evaluate the overall impact of
the first three years of its personnel reform.
FAA will also continue to develop its cost
accounting system to allow more business-
like operations and management improve-
ments. By early 2000, FAA will complete
replacement of en route air traffic controller
workstations and begin purchasing modernized
airport terminal radar. FAA will continue
to develop promising free flight technologies
to improve air traffic control efficiency and
effectiveness.

18. Implement IRS reforms: The IRS is
modernizing its organization and its informa-
tion technology to better serve over 200
million taxpayers and enhance its productivity
by encouraging quality work. Major portions
of the IRS modernization plans were man-
dated by the Internal Revenue Service Re-
structuring and Reform Act of 1998. The
new focus is captured by the IRS revised
mission statement: Provide America’'s tax-
payers top quality service by helping them
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understand and meet their tax responsibilities
and by applying the tax law with integrity
and fairness to all. The basic outline of
the new structure was completed in August
1998. The IRS Commissioner expects to an-
nounce the final design and implementation
plans on April 15, 1999. The new organization
and system improvements will be implemented
over the following two and a half years.
At the same time, IRS is modernizing its
information technology to better support its
new organization. In December 1998, IRS
awarded a prime contract for information
technology modernization. This is a long-
term partnership between IRS and private
industry to deliver the modernized financial
and information systems needed to support
IRS' new customer oriented organization.

19. Streamline SSA’s disability claims sys-
tem: SSA has undertaken a multi-year rede-
sign project to improve service delivery for
the millions of individuals filing for, or appeal-
ing decisions on, disability claims. SSA is
providing all its adjudicators with uniform
training, instructions which clarify complex
policy areas, and an improved quality assur-
ance process. Initial results indicate that
these changes are helping SSA make more
accurate disability determinations earlier in
the claims process. SSA is also pilot testing
modifications designed to streamline the dis-
ability applications process and increase claim-
ant interaction with SSA at both the initial
claim and hearing levels. Implementation of
pilot modifications that prove successful will
begin in 1999 and 2000.

20. Revolutionize DOD business affairs: DOD
is changing the way it does business. Just
as industry was forced to change to be
competitive, so too must DOD upgrade its
business operations to effectively support fu-
ture national security strategy. DOD will
adopt better business processes, pursue com-
mercial alternatives, consolidate redundant
functions, and streamline organizations to
reduce overhead and apply resultant savings
to fund modernization and quality of life
programs. For example:

« DOD has devolved day-to-day program
management functions from the Office of
the Secretary of Defense to the military
departments and defense agencies so that

it could concentrate on policy and over-
sight responsibilities.

« DOD competitive sourcing initiatives will
produce savings of over $6 billion from
1998 to 2003, with annual recurring sav-
ings thereafter of more than $2 billion.

+ DOD will also improve the work environ-
ment, and benefit the lives of Department
personnel, by establishing a career transi-
tion office for military personnel, estab-
lishing a Chancellor for Education and
Professional Development, reengineering
travel procedures, and streamlining the
shipment of household goods.

21. Improve management of the decennial
census: The goal of the decennial census
is to conduct the most accurate census in
U.S. history. The Census Bureau’'s plan will
implement strategies to conduct a thorough
and complete census. Specifically, management
improvements include: user-friendly forms; a
telephone questionnaire assistance program;
language assistance; and using state-of-the
art statistical sampling techniques. In 1999,
preparations include developing the master
address list, printing the questionnaires, and
opening local census offices. In 2000, the
census becomes operational. Activities will
include hiring 300,000 temporary field staff,
staffing the local census offices, and conducting
non-response follow up and integrated cov-
erage measurement.

22. Manage risks in building the Inter-
national Space Station: The United States
has the lead role in the international effort
to build the International Space Station.
The cost of U.S. participation has escalated
because of technical difficulties, new work
requirements, performance shortfalls, and Rus-
sian delays and shortfalls. In 1999, the
program will continue to address cost and
schedule performance problems in its key
contracts, strengthen contract management
and cost controls, and further reduce risks
from potential Russian shortfalls. In 2000,
the program begins a transition from develop-
ment activities to orbital operations and re-
search, seeking to take advantage of commer-
cial practices, products, and services. The
first two components of the space station
were launched successfully in November and
December of 1998. Additional 1999 launches
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will prepare the orbital platform for the
first permanent crew in January of 2000.
Assembly will continue through 2004.

23. Improve security at diplomatic facilities
around the world: The State Department
received $1.4 billion in 1999 emergency funds
to implement a broad program of security
enhancements in response to terrorist bomb-
ings in Kenya and Tanzania and related
threats directed at U.S. diplomatic and con-
sular facilities overseas. Achieving global up-
grades and maintaining that readiness at
the Department’s overseas posts poses a sig-
nificant management challenge. Follow-on ef-
forts will include significant investments in
overseas facilities to ensure continued protec-
tion of U.S. Government employees working
overseas. Long-range capital planning, includ-
ing a review of future security requirements
by a panel of experts and careful use of
resources, will ensure that these investments
meet cost, schedule, and performance goals
of the program.

24. Reengineer the naturalization process
and reduce the citizenship application backlog:
The Immigration and Naturalization Service
(INS) is redesigning its naturalization process
to ensure service and benefits are provided
with complete integrity and in a timely
manner. At the same time, INS is addressing
a backlog of 1.8 million pending applications
for citizenship.

INS is committed to completing the natu-
ralization process reengineering in 2000 and
reducing the citizenship backlog—which cur-
rently requires applicants to wait upwards
of 20 months to naturalize—to a 12-month
wait-time in 1999 and a six to nine month
wait-time by the end of 2000.

Using Inter-agency Groups to Improve
Performance

To achieve the Administration’'s goal of
making fundamental change in the operation
of Government, inter-agency groups have been
extensively used to lead crosscutting efforts.

These groups draw together operational, finan-
cial, procurement, integrity, labor relations,
and systems technology experts from across
the Government. They establish Government-
wide goals in their areas of expertise, and
they marshal the resources within individual
agencies to meet those goals. Several of
these groups were established for the first
time by this Administration, including the
President’'s Management Council and the Na-
tional Partnership Council. Other interagency
groups are described in Table IV—4.

The President’s Management Council (PMC):
The PMC consists of the Chief Operating
Officers of all Federal departments and the
largest agencies. The PMC provides leadership
for the most important Government-wide re-
forms. Council priorities include: streamlining
agencies without unnecessarily disrupting the
work force; identifying criteria and rec-
ommending methods for agency restructuring;
identifying performance measures to support
electronic commerce and performance-based
service contracting; facilitating development
of customer service standards; supporting
labor-management partnerships; and leading
GPRA implementation.

The National Partnership Council (NPC):
President Clinton established the NPC in
October 1993 to enlist the Federal labor
unions as allies in reinvention and to shift
Federal labor relations from adversarial litiga-
tion to cooperative problem solving. Members
of the NPC include: representatives of Federal
employee unions and Federal managers and
supervisors; the Federal Mediation and Concil-
iation Service; the Federal Labor Relations
Authority; the Office of Personnel Manage-
ment; OMB; DOD; and the Department of
Labor. In 2000, NPC will continue developing
methods to evaluate partnerships and their
effect on agency productivity and service.
The results of this research will guide individ-
ual agencies in evaluating and promoting
their efforts. More information on the NPC
can be found on its website: www.opm.gov/
npc.
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Table 1V-4. MAJOR INTER-AGENCY GROUPS

Council Name/Membership

Council Priorities/Recent Activities

Chief Information

Chief Financial Officers (CFO)

Council: The CFOs and Deputy
CFOs of the 24 largest Federal
agencies and senior officials from
OMB and Treasury.
http://www.financenet.gov

Officers
(C10) Council: The CIOs and
Deputy CIOs for 28 major Fed-
eral agencies, two CIOs from
small Federal agencies, and rep-
resentatives from OMB and two
information technology boards.
http://cio.gov

President’s Council on Integrity
and Efficiency (PCIE): The 27
Presidentially-appointed Inspec-
tors General (1Gs), the Vice Chair
of the agency-appointed IG coun-
cil, and other key integrity offi-
cials.

http://www.ignet.gov

Electronic Processes Initiatives

Committee (EPIC): Senior pol-

icy officials from DOD, GSA,

Treasury, and OMB.

http://policyworks.gov/org/main/
me/epic/

1998 activities included interagency projects on GPRA imple-
mentation, electronic commerce, grants management, and
human resources development.

Upcoming priorities include: achieving an unqualified opinion on
the Government-wide consolidated financial statements; improv-
ing financial management systems; addressing GPRA implemen-
tation issues; improving management of receivables; moderniz-
ing payments and business methods; and improving the admin-
istration of Federal assistance programs.

The Council develops recommendations for information tech-
nology management policy; identifies opportunities to share in-
formation resources; and supports the Federal Government's de-
velopment of an information technology workforce.

Priorities for the coming year include: defining an inter-operable
Federal information technology architecture; ensuring informa-
tion security practices that protect Government services; leading
the Federal year 2000 conversion effort; establishing sound cap-
ital planning and investment practices; improving the informa-
tion technology skills of the Federal work force; and building re-
lationships through outreach programs with Federal organiza-
tions, the Congress, industry, and the public.

Priorities include mounting collaborative efforts to address in-
tegrity, economy, and effectiveness issues that transcend indi-
vidual agencies. Recent efforts included a review of the controls
of the Federal Electronics Benefits Transfer System and agency
progress in debt collection. Current efforts include a project on
non-tax delinquent debt.

Another priority is increasing the professionalism and effective-
ness of IG personnel across the Government by setting stand-
ards for OIG work; maintaining professional training for OIG
staff; and assisting OIGs as they confront new professional chal-
lenges such as GPRA implementation.

The PMC established EPIC to further the use of electronic com-
merce technologies and processes within the Government.

Its goals are to: facilitate electronic commerce and implementa-
tion of the Paperwork Elimination Act through the use of digital
signatures to authenticate users and transactions; support inte-
grated, commercially-based electronic buying and paying sys-
tems in the Government; improve citizen access to Government
information and services through technology; improve financial
management and reporting to assure taxpayers that Govern-
ment resources are efficiently utilized; and foster the use of cur-
rent technology, such as “smart cards”, to improve business and
administrative processes in the Government.
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Table 1V-4. MAJOR INTER-AGENCY GROUPS—Continued

Council Name/Membership

Council Priorities/Recent Activities

Federal Credit Policy Working
Group: Representatives from the
major credit and debt collection
agencies and OMB.
http://www.financenet.gov/

financenet/fed/fcpwg

Procurement Executives Coun-
cil: Senior procurement execu-
tives from major Federal agen-
cies.

Inter-agency Alternative Dis-
pute Resolution  Working
Group (ADR): The Attorney
General, representatives of the
heads of all Cabinet Depart-
ments, and others with signifi-
cant interest in Federal dispute
resolution.
http://www.financenet.gov/

financenet/fed/iadrwg

Joint Financial Management
Improvement Program
(JFEMIP): A joint effort of GAO,
OMB, Treasury, and OPM, with a
rotating representative from an-
other agency.
http://www.financenet.gov/

financenet/fed/jfmip/

Provides advice and assistance to OMB, Treasury, and Justice in
formulating and implementing Government-wide credit policy.
Upcoming priorities are to: use the Internet for loan application
processing and portfolio status reporting; share data among
agencies to validate application and specially collected data; do
asset valuation and sale of loans delinquent over one year; im-
plement revised write-off policies and procedures; and develop
common portfolio performance measures.

An inter-agency forum for improving the Federal acquisition sys-
tem.

Its priorities are improving the Federal acquisition work force;
offering easier access to Government business to all segments of
the private sector; promoting electronic commerce; and reducing
government unique requirements.

President Clinton established the ADR in May 1998 to assist
Government agencies in making greater use of consensual meth-
ods for resolving disputes, including mediation, neutral evalua-
tion, arbitration, and other processes.

The Attorney General has called upon experts throughout the
Government to help other agencies establish new ADR programs
in four areas: contracts and procurement; workplace disputes
brought by Federal employees; claims arising from civil enforce-
ment initiated by Government agencies; and monetary claims by
citizens against the Government. A goal for 1999 is to assist
each participating agency in establishing at least one new ADR
program.

During 1998, JFMIP issued draft revised system requirements
for Federal financial, human resource, and payroll systems; com-
pleted plans to redesign the testing and qualification process for
commercial off-the-shelf accounting system software for Federal
agencies; and issued guidance on core competencies in financial
management.

In 2000, JFMIP will publish new financial system testing and
qualifying processes and update other financial systems require-
ments.
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3. INVESTING

IN EDUCATION AND

TRAINING

We must redouble our efforts to make sure every American child, regardless of race, ethnicity,
or income, has access to the finest public elementary and secondary schools in the world. This is
the fair and right thing to do, because we live in an information age in which education is every-
thing. If we believe in the value that every American should share in the bounty of prosperity,
then every American deserves a first-class education.

President Clinton
September 1998

A century ago, as the economy was shifting
from agriculture to manufacturing, the way
that Americans lived and worked changed
dramatically. Today, the economy has shifted
once again—this time from manufacturing
to information and technology. These changes
have been, in many ways, the engine of
our economic growth. Yet Americans who
have not had access to education and training
to prepare them for this new economy risk
being left behind.

For the past six years, the President has
worked hard to ensure that all Americans
have the tools they need for the 21st Century.
Education and training have been the corner-
stone of the Administration’s efforts. After
World War 11, American workers could enjoy
basic economic security with just a high
school diploma. But in the late 20th Century,
the workplace demands workers with the
analytical skills to reason and adapt quickly,
especially to innovations in technology. The
need for highly educated workers will continue
to increase, making the quality of our edu-
cational system in the next century the
key to the success of our people, our economy,
and our Nation.

The Clinton Administration has launched
new initiatives and built on existing programs
to: provide children in the early grades
with the attention and instruction they need
to acquire fundamental skills; enable all stu-
dents to reach their full potential; make
available resources to pay for postsecondary
education to all who need them; ensure
that those who need another chance at edu-

cation and training, or who need to improve
or learn new skills during their working
lives, get those opportunities; and ensure
that States and communities receiving Federal
funds can use them more flexibly with fewer
regulations and less paperwork.

In order to strengthen elementary and
secondary school education, the Administration
proposed, and worked with Congress to enact,
new laws in 1994 that have built the founda-
tion for a fundamental restructuring of K-12
education programs. These efforts include:
Goals 2000, which helps States and school
districts set and meet challenging educational
standards; the Improving America’'s Schools
Act, which focuses on student achievement,
helps students reach challenging standards,
and expands public school choice through
charter schools initiatives; and the School-
to-Work Opportunities Act, which financed
the first efforts toward State-wide systems
to link high school students more effectively
to high-skill careers and postsecondary edu-
cation. In 1998, the President proposed an
inititive on class size which took an important
first step toward adding 100,000 new teachers
to the classroom by 2005.

Expanding access to, and preparing students
for, postsecondary education is a central part
of the President's education agenda. The
Administration has: increased the maximum
Pell Grant award to $3,125 in 1999, up
36 percent from $2,300 when President Clin-
ton took office; established the Direct Student
Loan program, which reduced costs and in-
creased efficiency in the $41 billion loan
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programs and which offered income-contingent
repayment options to students; made higher
education more affordable through the pro-
posal and enactment of the Hope Scholarship
and Lifetime Learning tax credits; and helped
students in high poverty schools prepare
for and attend college through the GEAR-
UP program.

To improve and expand job training and
employment services, the Administration has
more than doubled the resources devoted
to assisting dislocated workers. In addition,
the Administration proposed, and worked with
the Congress to pass, the Workforce Invest-
ment Act, to streamline the job training
system, empower people with individual train-
ing accounts, enhance accountability, and in-
crease customer information and choice. The
Administration also proposed and obtained
funding for the Youth Opportunity Grants
program to provide intensive, comprehensive
education and training services to raise signifi-
cantly the employment rate of young people
in high poverty areas.

The budget builds upon this record. It
includes: $1.4 billion for the second annual
installment of support to States and school
districts to hire new teachers in the early
grades; $22 billion in school construction
and modernization bonds, financed through
tax credits to investors; $600 million for
after-school and summer programs, increasing
funding three-fold; a $320 million increase
for Title I—Education for the Disadvantaged
to support increased accountability for edu-
cational achievement; and other increases
for serving dislocated workers and enhancing
one-stop career centers. The budget includes
resources to enhance public school choice,
advance the Hispanic Education Agenda, and
improve adult education.

A central part of the President’'s efforts
to increase accountability is the focus on
ending social promotion, the practice of pro-
moting students from grade to grade without
regard to whether they have mastered the
skills and met academic standards required
to succeed at the next grade level. The
budget provides $600 million for 21st Century
Community Learning Centers, tripling funding
for after-school and summer school programs,
to end social promotion the right way—

by giving students the tools they need to
succeed.

Elementary and Secondary Education

The budget increases support for key Edu-
cation Department programs to help all chil-
dren in school, especially those in high-
poverty areas, achieve at higher levels (see
Table 3-1). Early in 1999, the Administration
will transmit to Congress its reform proposal
for the reauthorization of the Elementary
and Secondary Education Act. That proposal
will focus on improving accountability to
raise the educational achievement of all stu-
dents, especially those in low-income commu-
nities. The budget includes the proposals
below that will prepare the way for these
broader reforms. (For information on Head
Start, see Chapter 4, “Supporting Working
Families.”)

Performance Accountability: All children
deserve to attend high quality public schools.
When schools fail to help children reach
rigorous standards of academic achievement,
they must be held accountable for their
performance. The budget includes $200 million
in Title I to hold States and school districts
more accountable for raising student
achievement. States will use funds to fix their
lowest performing schools through a variety
of approaches including bringing in new
management and teachers. Funds will also be
used to ensure that students receive extra
educational help while the school is being re-
formed. The increase described below for new
funds for after-school and summer school ac-
tivities is an integral part of this initiative.

21st Century Community Learning Cen-
ters/After-School and Summer School Pro-
grams: The budget proposes to triple this pro-
gram to $600 million, as part of a comprehen-
sive approach to fix failing schools and help
end social promotion the way successful
schools do it—without harming the children.
School districts will have a competitive advan-
tage for these new funds if they combine
before- and after-school, as well as summer
school programs, with other resources that
support State and school commitments to high
standards, more qualified teachers, smaller
classes and accept accountability for increasing
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Table 3-1. THE BUDGET INCREASES RESOURCES FOR SELECTED EDUCATION
AND TRAINING PROGRAMS BY $5 BILLION, OR 10.9 PERCENT OVER 1999, AND

BY A TOTAL INCREASE OVER 1993 OF 101 PERCENT

(Dollar amounts in millions)

Dollar  Percent
1993 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1993 to
2000 2000
TAX EXPENDITURES:
Hope Scholarships Credit 4,015 4,855 +840 NA
Lifetime Learning Credit 2,510 2,655 +145 NA
Student Loan Interest Deduction 245 283 +38 NA
ST o o] I @] £y { U o1 o] o N PO OUUPRPRPUP 146 +146 NA
Work Opportunity Tax Credit (Targeted Jobs Tax Credit in 1993) 160 358 446 +88  +179%
Welfare/Jobs Tax Credit ...t aes areaeennens 38 54 +16 NA
Total, tax eXPeNdiTUIES .........cccoiiiiiiiiiiee s 160 7,140 8,426 +1,260 +5,116%
MANDATORY OUTLAYS:
WEIFAre-t0-WOIK GrantsS .........ccccveiiiiieiiiiiec it et e e et et e e stna e s sraa e e sbeeees aaeesianeens 872 1,597 +725 NA
Early Learning FuNd (SE€ ChapLer 4) ........cccooiiiiiiiiiiiiieniieee st eaes ateeeenen aeeneenieaies 372 +372 NA
DISCRETIONARY BUDGET AUTHORITY:
Pre-School: Head Start (see Chapter 4) ........ccccceviiviiiniie i 2,776 4,660 5,267 +607 +90%
Elementary and Secondary Education:
Class Size Reduction 1,200 1,400 +200 NA
America Reads/Reading Excellence 260 286 +26 NA
Goals 2000 491 491 . NA
Education Technology (Education Department grant programs) .. 698 801 +103 +3,383%
Title I - Education for the Dlsadvantaged/Accountablllty ........... 8,371 8,744 +373 +30%
Special Education 5,334 5,450 +116 +84%
Bilingual and Immigrant Education ... 380 415 +35 +95%
Safe and Drug Free Schools Communities 566 591 +25 +2%
Charter Schools 100 130 +30 NA
TroOPS 10 TEACKEIS ..ottt ettt et ee beieeteane oeaaearenaieas 18 +18 NA
Comprehensive School Reform Demonstratlon 145 175 +30 NA
21st Century Community Learning Centers 200 600 +400 NA
Postsecondary Education:
PEII GIrantS .....oooiiiiiiiiie ettt ettt 6,372 7,704 7,463 —241 17%
Pell Grant maximum award (non-add, in dollars) 2,300 3,125 3,250 +125 +41%
College Work-Study 617 870 934 +64 +51%
Other Campus-based Aid 764 749 761 +12 —*
College Completion Challenge Grant 35 +35 NA
Teacher Quality Enhancement ...... 115 +40 NA
GEAR-UP ..ot 240 +120 NA
Preparing for College Campaign 15 +8 NA
Work Force Development:
Learning Anytime, Anywhere Partnerships (Education and Labor De-
partments) 30 +10 NA
Right Track Partnerships . 100 +100 NA
Job Corps 1,347 +38 +39%
Youth Opportunity Grants/Rewarding Achlevement in Youth 250 i NA
Vocational Education 1,163 +9 1%
Adult Education 575 +190 +89%
Veterans Employment Services and Training . 169 +2 +1%
Dislocated Worker Training ..........ccccceeeveenieene 1,596 +190  +209%
Employment Service and One-Stop Centers 1,048 +80 +17%
Total, budget aUTNOTITY ....ocooiiiiiiic e 40,209 +2,620 +61%
TOTAL RESOURCES FOR SELECTED PROGRAMS (tax expenditures;
receipts; mandatory outlays; and budget authority) 25,202 45,601 50,604 +4,977 +101%
STUDENT LOANS (face value of loans issued):
[ 11 ¢ =Tor ol [0 =Y o [ O U PSPPI 11,363 12,078 +715 NA
Guaranteed Loans .... 20,921 22,243  +1,322 +38%
Consolidated Loans .. 7,525 6,840 —685  +344%
Total, StUdeNT TOANS .....ocviiiiiieeeee e 17,629 39,809 41,161 +1,352 +133%
DEPARTMENT OF EDUCATION:
Discretionary Program LEVEI .......ccccoviiiiiiiiiiiie it 23,977 33,467 34,711 +1,244 +45%
DEPARTMENT OF LABOR:
Discretionary Budget AULNOTILY .......ccocoiiiiiiiiiiii e 6,019 6,986 7,285 +299 +21%

NA = Not applicable.
*Less than 0.5 percent.
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student achievement. The program will reach
7,500 schools in 2000.

New, Qualified Teachers and Smaller
Class Sizes: Soaring school enrollments have
overwhelmed school capacity, causing severe
teacher shortages and classroom overcrowding,
which hinder the ability of students to learn.
The budget provides $1.4 billion as the second
installment of the President’s plan to help
schools recruit, hire, and train 100,000 new
teachers by 2005 and reduce class size in the
early grades. Research shows that reducing
class size to 15-18 students in the early grades
improves student achievement, particularly
among low-income and minority students in
inner cities. The budget also proposes a new
initiative to recruit and train 1,000 new Indian
teachers to serve in school districts with high
concentrations of Indian children.

Recruitment, Preparation, and Training
of High-Quality Teachers: Children in all
communities should have highly-qualified and
effective teachers.

e Teacher quality enhancement: The budget
provides $115 million to help improve the
qguality of teacher preparation programs at
colleges and universities and address
shortages of well-prepared teachers, par-
ticularly in urban and rural schools. The
budget will fund approximately 16 part-
nerships of exemplary teaching colleges
and universities, urban and rural schools,
and subsidiary colleges and universities
with teaching programs. It also will fund
up to 7,000 scholarships to help recruit
teachers to teach in high priority areas.

« Eisenhower professional development: The
budget proposes $335 million to help
States provide high-quality, professional
development for teachers and administra-
tors.

e Troops-to-Teachers: The budget proposes
$18 million to recruit and train retiring
military personnel and other to mid-career
professionals to serve as new teachers in
public schools.

e Bilingual education: The budget includes
an increase of $25 million, for a total of
$75 million, for the bilingual education
professional development program to give
6,000 teachers the skills they need to help

their students learn English and meet
challenging academic standards.

New Classrooms: A third of all schools
across the country, with 14 million students,
have one or more buildings that need extensive
repair, according to the General Accounting
Office. School districts also face the cost of up-
grading schools to accommodate computers
and modern technology, and of constructing
new classrooms and schools to meet expected
record enrollment levels over the next decade.
To help States and school districts meet this
need, the budget proposes $22 billion in school
construction and modernization bonds, and
$2.4 billion in additonal Qualified Zone Acad-
emy bonds financed through tax credits to in-
vestors, currently valued at $3.7 billion over
five years and $8.9 billion over 10 years. The
President also proposes $10 million for Schools
as Centers of Community, a new initiative to
promote broad community involvement in the
planning and design of new schools.

Indian reservations have some of the most
critical needs for school construction assist-
ance. Within the new school construction
initiative, $400 million in bonding authority
will be provided for Bureau of Indian Affairs
schools. For those schools serving the poorest
Tribes who would have difficulty issuing
such bonds, the budget proposes $30 million
for the Interior Department to pay the prin-
cipal of about $75 million in bonds.

Education Technology: In February 1996,
the President challenged the public and pri-
vate sectors to work together to ensure that
all children are technologically literate by the
dawn of the 21st Century, and that schools
take full advantage of the benefits of tech-
nology to raise student achievement. Achieving
this goal will require progress in four areas:
connecting every classroom to the Internet;
expanding access to multimedia computers;
increasing the availability of high-quality
educational software and content; and
ensuring that teachers can teach effectively
using technology.

The most significant program that advances
these goals is the Technology Literacy Chal-
lenge Fund. In 1997, the President committed
to providing States $2 billion by 2002 through
this Fund to support the education technology
goals. Through 1999, $1.05 billion has been
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provided. The budget includes $450 million
for the Fund.

Other technology programs include:

e Technology Innovation Challenge Grants,
which provides $110 million for competi-
tive grants to develop innovative education
technology applications;

e Technology Training for Teachers, which
provides $75 million to help ensure that
new teachers know how to use technology
effectively;

e Computing Technology Centers, which
provides $65 million, an increase of $55
million over 1999, to establish computer
centers in low-income communities for
those who cannot afford home computers;

e Middle School Teacher Training Initiative,
which provides $30 million to train tech-
nology leaders in all middle schools; and
the

« Software Development Initiative, which
provides $5 million for a competition open
to students in partnership with others to
develop high quality software and
websites.

E-Rate: The education rate, or E-rate, was
created under the Telecommunications Act of
1996 to provide discounts for schools and li-
braries to buy high-speed Internet access, in-
ternal wiring, and telecommunications serv-
ices. Over the first 18 months of the program,
$1.9 billion has been provided to start connect-
ing up to 47,000 schools and libraries and
more than 30 million children to the Internet.
In 2000, $1.3 billion will be made available.

America Reads/Reading Excellence: Two
years ago, the President launched the America
Reads Challenge, a multi-faceted effort to help
States and communities ensure that all chil-
dren can read well and independently by the
end of third grade. This budget builds upon
last year's commitment of $260 million, by pro-
posing an investment of $286 million to con-
tinue this program in 2000. The funds help
train reading tutors and coordinate after-
school, weekend, and summer reading pro-
grams linked to in-school instruction; help
train teachers to teach reading; and help par-
ents help children prepare to learn to read.
In addition, more than 1,000 colleges have

pledged to use federally-financed work-study
positions for tutoring programs.

Public School Choice: Choice in education
has become one of the most hotly debated edu-
cation issues in the last decade. The Adminis-
tration firmly supports expanding school choice
through its Charter Schools, Magnet Schools,
and Satellite Work-Site Schools initiatives.
These efforts strengthen the public education
system by giving it the support it needs to
fulfill its mission of providing equal edu-
cational opportunities for all while still provid-
ing children their choice of schools that best
meet their needs. The budget supports the ex-
pansion of public school choice in three ways:

e Charter Schools: Through public charter
schools, parents, teachers, and commu-
nities create innovative schools to raise
student achievement, while States free
these schools from unnecessary rules and
regulations. The budget proposes $130
million for charter schools, a $30 million
increase over 1999, to fund start-up costs
for approximately 2,200 schools, continu-
ing progress toward the President’'s goal
of 3,000 charter schools by 2002.

e Magnet Schools: Magnet schools offer a
special curriculum to encourage students
of different racial backgrounds to attend
previously racially isolated schools. The
budget proposes a $10 million increase, to
a total of $114 million, to fund inter-dis-
trict magnet programs where, for example,
an urban school district with high con-
centrations of minority and poor students
can partner with neighboring suburban
districts to form a specialized (e.g., math
or art) curriculum which students of both
districts attend.

» Satellite Work-Site Schools: These schools
generally operate as public-private part-
nerships between large employers and
school districts, with employers providing
facilities on site for the schools. Experience
shows that these schools can: (1) be more
racially diverse than other schools because
worksites are more diverse than residen-
tial neighborhoods; (2) save the school dis-
tricts the cost of new facilities; (3) increase
parental involvement in the schools; and
(4) provide safe and enriching after-school
programs. The budget proposes $10 mil-
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lion for a demonstration project to support
the planning and implementation of ap-
proximately 100 work-site elementary
schools.

Safe and Drug-Free Schools and Com-
munities: Since 1993, this program has pro-
vided $3.7 billion to help 97 percent of all
school districts implement anti-drug and anti-
violence programs. The budget proposes $591
million, including $90 million in competitive
grants for projects that use proven program
designs in high-need areas and $50 million for
the Administration-proposed, newly estab-
lished School Drug Prevention Coordinators
program to ensure that at least half of all mid-
dle schools have a director of drug and violence
prevention programs to link school-based pro-
grams to community-based programs. This pro-
gram also provides $12 million to fund SERV,
the Administration’s initiative to support ef-
forts in the Departments of Education, Justice,
and Health and Human Services to respond
to serious incidents of school violence.

Special Education: The budget proposes
$5.4 billion to support State and local edu-
cation for children with disabilities, an in-
crease of $116 million over 1999. The increase
is targeted toward improving educational re-
sults for children with disabilities through
early intervention. The new resources support;
a $50 million initiative to help schools imple-
ment research-based practices for how best to
serve children with disabilities in the primary
grades; an increase of $28 million to preschool
grants, for a total of $402 million; and an in-
crease of $20 million for grants to infants and
families, for a total of $390 million.

Comprehensive School Reform Dem-
onstration: This program funds competitive
grants to schools to implement research-based
school improvement models. The budget in-
cludes $150 million for such grants in high-
poverty schools, an increase of $30 million over
1999, and $25 million for such grants in other
schools. Nearly 3,500 schools will receive
grants.

Advanced Placement and Other Courses:
To ensure greater preparation for college, the
budget proposes $20 million primarily to help
schools provide advanced placement and other
higher level courses to high-poverty schools
that do not currently offer them.

Education Coordinator for Empower-
ment Zones: The 10 Education Regional Of-
fices will each have a designated Empower-
ment Zones (EZ) coordinator to augment the
existing Department of Education Empower-
ment Zones and Enterprise Community Task
Force. The Coordinators will help EZs by fos-
tering communication with educational institu-
tions, facilitating access to Education technical
assistance and program evaluation resources,
providing technical assistance to EZ schools
applying for competitive grants, and coordinat-
ing education reform efforts among EZs.

Investing in the Special Needs of Hispanic
Americans

Raising the educational achievement of His-
panic Americans continues to require special
attention. Their high school dropout rate,
for example, is unacceptably high: in 1996,
29 percent of Hispanics aged 16 to 24 were
high school dropouts, compared to seven per-
cent of non-Hispanic whites and 13 percent
of non-Hispanic blacks. Hispanic now receive
32 percent of services under Title I, more
than any other minority group. For the
second year in a row, the budget targets
new funding to programs that are part of
the Administration’s Hispanic Education Agen-
da. The funding increases include:

* $100 million for a new Right Track
Partnership initiative to help keep young
people from dropping out of school, with
special emphasis on the needs of limited-
English proficient youth. (See discussion
under “Work Force Development,” later in
this chapter.)

* $35 million, for a total of $415 million,
for Bilingual and Immigrant Education.
During the ESEA reauthorization, the Ad-
ministration will look at ways to strength-
en the Bilingual Education program to
help limited-English proficient students
become proficient in English as rapidly as
possible, and prepare them to meet high
standards in academic subjects.

¢ $14 million, for a total of $42 million, for
assistance for colleges and universities
that serve large numbers of Hispanic stu-
dents;
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* $9 million, for a total of $22 million, for
the High School Equivalency Program for
migrants and the College Assistance Mi-
grant Program,;

* $190 million, for a total of $575 million,
for Adult Education, including $70 million
to expand services and improve English
as a second language and civics programs;

* $25 million, for a total of $380 million,
for Title I-Migrant Education, which pro-
vides additional educational assistance to
migrant children;

* $10 million for a Labor Department pro-
gram to provide training and education as-
sistance to migrant youth, including lit-
eracy assistance, worker safety training,
English language assistance, and dropout
prevention activities;

* $30 million, for a total of $630 million,
for the TRIO programs that work with dis-
advantaged high school and college stu-
dents to encourage them to complete high
school and attend, and graduate from, col-
lege;

* $30 million, for a total of $150 million,
for Comprehensive School Reform dem-
onstrations in high-poverty schools, pro-
viding grants for research-proven reform
efforts to schools that have low achieve-
ment and high dropout rates; and

* A portion of the Head Start expansion dol-
lars will be used to boost participation by
underepresented groups, particularly in
areas with recent influxes of immigrants
and limited-English proficient children, in-
cluding seasonal farmworkers.

Postsecondary Education and Training

High school is the first stepping stone
to a good job. However, those with more
years of schooling consistently earn more
over their working careers than those with
only a high school degree. Meeting the cost
of higher education can be difficult for many
families, but Federal support through Pell
Grants, work-study, student loans, Hope Schol-
arship and Lifetime Learning tax credits,
other tax benefits, and other programs now
make college affordable for every American.

The budget proposes even more to help
young people go to and stay in college.

College Preparation and Attendance:
The budget proposes to double funding for
GEAR-UP, the early intervention program
based on the President’'s High Hopes proposal,
from $120 million to $240 million in 2000.
GEAR-UP provides funds for States and local
partnerships to help students in high-poverty
schools prepare for and attend college. The
budget also provides $15 million for a Nation-
wide information campaign on the importance
of higher education, the steps necessary to en-
roll in college, and the availability of Federal
resources.

Hope Scholarship and Lifetime Learn-
ing Tax Credits: The President proposed and
obtained major tax relief for the rising costs
of higher education. With Hope Scholarships,
students in the first two years of college or
other eligible postsecondary training can get
a tax credit of up to $1,500 for tuition and
fees each year. In 1999, an estimated 5.5 mil-
lion students will receive $4.5 billion in Hope
Scholarship tax credits. Under the Lifetime
Learning tax credit, students beyond the first
two years of college, or those taking classes
part-time to improve or upgrade their job
skills, will receive a 20-percent tax credit for
the first $5,000 of tuition and fees each year
through 2002, and a 20-percent credit for the
first $10,000 thereafter. In 1999, an estimated
7.2 million students will receive approximately
$2.5 billion in Lifetime Learning tax credits.

Pell Grants: The President proposes to
raise the maximum Pell Grant award by $125,
to $3,250—the highest ever—to reach nearly
four million low-income undergraduates.

Work-Study: In 1996, the President commit-
ted to expanding the Work-Study program to
one million students by the year 2000 to give
more students the opportunity to work their
way through college. In this budget, the Ad-
ministration reaches the goal of one million
students by providing $934 million, a $64 mil-
lion increase over the 1999 level.

College Completion Challenge Grants:
The budget proposes $35 million for an initia-
tive to help disadvantaged undergraduates
succeed in school and complete their studies.
Institutions of higher education that show they
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have already invested their own resources in
persistence programs for at-risk students, but
still experience a gap between the dropout
rates of disadvantaged students and other stu-
dents, may apply for competitive grants.
Grants may be used to strengthen support
services, provide larger grant awards, and/or
offer an intensive summer program, for stu-
dents at risk of dropping out of college.

Student Loans: An estimated 6.2 million
people will borrow $41 billion through the Fed-
eral student loan programs in 2000. In the
Higher Education Amendments of 1998, the
President’s proposal to significantly lower in-
terest rates for borrowers on student loans was
adopted, easing the burden of repayment for
new borrowers and borrowers who consolidate.
The budget also proposes net savings of $4.5
billion over five years from excess profits of
banks, guaranty agencies and secondary mar-
kets, and through improved debt collection.
(See also chapter 22, “Education, Training,
Employment, and Social Services,” for a dis-
cussion of student aid management issues.)

In 1993, the Adminsitration proposed and
obtained authority to offer students the oppor-
tunity to consolidate multiple student loans
into one direct loan with lower payments,
much less paperwork, and more efficient
servicing. The Administration has continued
to improve the quality of servicing for these
loans and, in 1998, obtained a still lower
interest rate for students who consolidate.
The budget proposes to extend this authority
for lower rates through 2000.

Learning Anytime, Anywhere Partner-
ships: The budget includes $30 million ($20
million in the Education Department and $10
million in the Labor Department) for the sec-
ond year of this program to enhance and pro-
mote learning opportunities outside the usual
classroom settings, via computers and other
technology, for all adult learners.

D.C. Resident Tuition Support: The budg-
et proposes up to $17 million for D.C. Resident
Tuition Support, a new initiative that would
enable eligible District of Columbia residents
to attend public institutions of higher edu-
cation in Maryland and Virginia at in-State
tuition. Under the initiative, the Federal Gov-
ernment would provide funds to reimburse
these institutions for the difference between

in-State and out-of-State tuition for students
who are District residents.

Adult Literacy: The 1990 Census found
that over 44 million adults did not have a
high school degree or General Educational De-
velopment (GED) credential, without which it
is increasingly difficult to obtain a good job.
Illiteracy is a serious bar to employment and
to obtaining citizenship for many legal immi-
grants. Throughout his tenure, the President
has sought to improve the education and skills
of the Nation’s low-literate population. The
budget proposes an increase for Adult Edu-
cation of $190 million, or nearly 50 percent,
for a total of $575 million. The increase will
help recent immigrants learn English and give
them instruction in civics to help prepare for
citizenship, as well as support innovative uses
of technology in adult education, and prepara-
tion for passing the GED examination. In addi-
tion, the budget includes a new tax credit for
employers who provide certain workplace lit-
eracy programs to eligible adults.

Work Force Development

Many who lose jobs and need new jobs
or new skills to get those jobs, adults who
are seeking jobs for the first time, or adults
who want new skills to advance or change
their careers, need a broad array of financial
and program supports—especially as workers
strive to succeed in the fast-changing new
economy.

Reemployment Services for All Who Need
Them: In 2000, the President proposes a
major step toward the goals of: providing all
dislocated workers who want and need assist-
ance the resources to train for or find new
jobs; expanding and raising the quality of the
employment services now available to all job
seekers and enhancing them for individuals re-
ceiving Unemployment Insurance; and ensur-
ing that One-Stop Career Centers are available
to all, either in person or electronically. The
budget includes increases totaling $368 million
as a first step towards achieving this goal.

» Dislocated Worker Training: The budget
proposes $1.6 billion, an increase of $190
million—over three times the amount
available when the President took office—
to provide readjustment services, job
search assistance, training, and related
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services to help dislocated workers find
new jobs as quickly as possible. Among
the workers assisted by the program, and
the proposed increase, are those displaced
by trade and related causes.

* Reemployment Services: The budget pro-
poses an increase of $53 million, for a total
of $849 million, for grants to the State
Employment Service system. The increase
is targeted to expanding services to help
workers receiving Unemployment Insur-
ance benefits obtain the help they need
in finding new jobs. In addition, $10 mil-
lion is proposed for the new America’'s Ag-
ricultural Labor Network, an information
system that helps growers to find workers
and workers to find employment opportu-
nities that meet their needs.

* One-Stop Career Centers: The budget in-
cludes $65 million for new methods of pro-
viding employment and related informa-
tion through America’s Labor Market In-
formation System and the One-Stop sys-
tem recently expanded in the Workforce
Investment Act. Activities include a “talk-
ing” America’'s Job Bank for the blind, mo-
bile service centers for sparsely populated
areas, and a 1-800 service for easier ac-
cess to information to upgrade skills. Also
included is $50 million to help the disabled
return to work (see Work Incentive Assist-
ance Grants discussion later in this chap-
ter).

Welfare-To-Work: To help reach the Tem-
porary Assistance for Needy Families
program’s employment goal for the severely
disadvantaged welfare recipients, the
Administration sought, and Congress provided
to the Labor Department, a total of $3 billion
in 1998 and 1999. The budget provides $1 bil-
lion for 2000 to continue the effort and provide
non-custodial parents of children on welfare
the work and employment services they need
to help support their children.

Trade Adjustment Assistance (TAA): The
budget proposes consolidating, reforming, and
extending the TAA and NAFTA-Transitional
Adjustment Assistance (NAFTA-TAA) pro-
grams for workers who lose jobs due to trade
policies. It would expand eligibility for TAA
benefits to cover workers who lose jobs when
plants or production shifts abroad; raise the

statutory cap on training expenses; and add
a contingency provision to ensure that the Fed-
eral Government has sufficient funds to fi-
nance any unexpected increase in benefit costs
for eligible workers. The budget proposes to
increase funding for the TAA programs by
$151 million in 2000 to a total of $465 million.

Unemployment Insurance (Ul): These pro-
grams are the major source of temporary
income  support for laid-off  workers.
Experienced workers who lose their jobs
generally are eligible for up to 26 weeks of
unemployment benefits at an average benefit
of $210 a week. An estimated 8.3 million peo-
ple will draw benefits in 2000.

A recent dialogue involving the States,
employers, workers, and the Federal Govern-
ment identified a number of possible system
improvements. The budget includes several
initial system changes as evidence of the
Administration’s commitment to program re-
forms and its desire to work with stakeholders
and the Congress to develop a broader legisla-
tive proposal for the future. That proposal
should be developed within the overarching
goal of budget neutrality and should be
based on the following principles: 1) expanding
coverage and eligibility for benefits, 2) stream-
lining filing and reducing tax burden where
possible, 3) emphasizing reemployment, 4)
combating fraud and abuse, and 5) improving
administration.

Youth Programs: The budget provides spe-
cialized support to help disadvantaged youth
prepare for college and careers.

* Youth Opportunity Grants: Youth Oppor-
tunity Grants address the special prob-
lems of out-of-school youth, especially in
inner-cities and other areas where jobless
rates can top 50 percent. The budget in-
cludes $250 million for the second year
of competitive grants. Included in the
funding is $20 million for Rewarding
Achievement in Youth—a new initiative to
provide comprehensive employment train-
ing, counseling and education services to
over 9,000 academically high-achieving,
low-income youth. Encouraging school
completion, this program will provide stu-
dents who excel academically extended
summer employment opportunities and
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the opportunity to earn an end of the sum-
mer bonus.

Job Corps: The Job Corps provides inten-
sive, vocational skills training, integrated
with academic and social education, and
support services to severely disadvantaged
young people in a structured residential
setting. The budget proposes $1.3 billion,
an increase of $38 million over the 1999
level.

Youth Activity Formula Grants: Recogniz-
ing that the traditional division of youth
formula funding between the summer and
year-round programs constrained the abil-
ity to construct comprehensive youth
training programs, the WIA consolidated
the funding streams of these two programs
into a single formula grant. Funded at $1
billion, this program will continue to pro-
vide essential job opportunities to roughly
578,000 urban and rural disadvantaged
youth through year-round training and
summer jobs.

Right-Track Partnerships: The budget in-
cludes $100 million for a new competitive
grant in the Department of Labor designed
to prevent youth from dropping out of
school, and to encourage those who have
already dropped out to complete their high
school education. Strong partnerships will
be formed between the private sector, the
schools, and community-based organiza-
tions to tailor services to local needs. Spe-
cial emphasis will be placed on the needs
of limited-English proficient youth.

School-to-Work: Funded and administered
jointly by the Education and Labor De-
partments, this initiative has made over
$1.7 billion available since 1995 to build
comprehensive systems that link Federal,
State, and local activities to help young
people move from high school to careers
or postsecondary training and education.
The budget proposes $110 million to com-
plete the scheduled final year of Federal
funding.

Encouraging Work for People with
Disabilities

To advance the ability of people with
disabilities to have full opportunity to partici-
pate in, contribute to, and reap the benefits
of a growing economy, this budget provides
a new package of work incentives, and builds
upon current programs for people with disabil-
ities.

The Work Incentives Improvement Act:
The budget includes a comprehensive package
of work incentives modeled after legislation de-
veloped by Senators Jeffords and Kennedy in
1998. The package forms the centerpiece of the
President’s initiative to provide economic op-
portunities to people with disabilities.

e Health Insurance Protections for Working
Disabled: Many people with disabilities
want to work, but working can end their
access to critical services provided by Med-
icaid or Medicare. Others incur prohibitive
costs associated with work, such as extra
personal assistance and assistive tech-
nology. The budget improves access to
health care for people with disabilities who
work by allowing States to expand Medic-
aid coverage to additional categories of
workers with disabilities. States offering
new coverage options would receive grants
to develop systems that support people
with disabilities who return to work, and
to build the capacity of States and commu-
nities to provide home- and community-
based services. The budget also allows So-
cial Security Disability Insurance (DI) re-
cipients who return to work to retain
Medicare Part A coverage indefinitely, as
long as they remain disabled.

e Ticket-to-Work: The budget includes a new
program to encourage new partnerships to
help DI and Supplemental Security In-
come (SSI) disabled beneficiaries re-enter
the workforce. Currently, most bene-
ficiaries who could benefit from employ-
ment-related services are referred to State
Vocational Rehabilitation agencies. Under
the proposal, beneficiaries can choose from
a variety of participating public or private
employment-related  service  providers,
which would then be reimbursed with a
share of the DI and SSI benefits saved
once these individuals leave the rolls.



3. INVESTING IN EDUCATION AND TRAINING

73

* DI Benefit Offset Demonstration: The
budget includes a demonstration project
that reduces an individual’'s DI benefits by
$1 for each $2 earned above a specified
level. Under current law, a DI beneficiary
in the extended period of eligibility who
earns more than the “substantial gainful
activity” level, currently $500 a month,
does not receive a cash benefit.

* Work Incentive Assistance Grants: Com-
petitive grants (totaling $50 million a
year) would be awarded to partnerships
of organizations in every State, including
organizations of people with disabilities, to
help One-Stop Career Centers and Work-
force Investment Boards provide a range
of high-quality services to people with dis-
abilities working or returning to work.
Such services include benefits planning
and assistance and providing information
on services and work incentives (e.g.,
availability of transportation services in
the local area) available in the public, pri-
vate, and nonprofit sectors.

Tax Credit for Workers with Disabilities:
The budget proposes a $1,000 tax credit for
workers with disabilities or their spouses.
Workers with disabilities usually have extra
costs associated with working—special trans-
portation or personal assistance to get to and
from work, for example. This credit helps com-
pensate for these costs.

In addition, the largest non-benefit proposals
for improving the education and employment
of people with disabilities are $5.4 billion
for Special Education, described earlier in
this chapter, and $2.3 billion for Vocational
Rehabilitation. Other enhancements include
a combined increase of $4.5 million for the
President's Committee on the Employment
of People with Disabilities, the Task Force
on Employment of Adults with Disabilities,
the National Council on Disability, the Na-
tional Technical Institute for the Deaf, and
Gallaudet University. The set aside for chil-
dren with disabilities in Head Start increases
from $590 million in 1999 to $667 million.
The Department of Justice’s Disability Rights
Section funding increases by 26 percent, for
a total of $14 million.

International and Domestic Child Labor
and International Labor Standards
Activities

Continuing the Administration’s commit-
ment to improving the working conditions
of children at home and abroad, the budget
proposes $16 million in additional funding
to address this issue. In addition, the budget
proposes $40 million for a new initiative
targeted at raising international labor stand-
ards to enhance economic stability abroad.

International Child Labor Activities: The
budget continues to provide $30 million for the
Labor Department to enable the International
Labor Organization's International Programme
to Eliminate Child Labor to expand its work
into more countries and industries. The five-
year initiative, which began in 1999, provides
a $150 million investment which will help re-
duce the incidence of exploitative and abusive
child labor. The budget proposes $10 million
for a new School Works program for the U.S.
Agency for International Development to assist
developing countries with high levels of abu-
sive child labor to enroll and retain these chil-
dren in basic education, as part of comprehen-
sive strategies to eliminate child labor. The
budget also proposes $2 million over the 1999
level to enable the Customs Service to enforce
the law banning the import of goods made
with forced or bonded child labor.

International Labor Standards Activi-
ties: The budget proposes $25 million to help
the International Labor Organization create a
multilateral technical assistance program to
help developing countries implement core labor
standards and build their own social safety
nets, and $10 million for the Labor Depart-
ment to provide technical assistance on these
same issues in support of important U.S. bilat-
eral relationships. In addition, the budget pro-
vides $5 million for the Economic Support
Fund to establish a grant program to promote
innovative approaches to eliminating overseas
sweatshops.

Domestic Child Labor Activities: The
budget continues $9 million for the Labor De-
partment, including $4 million to help elimi-
nate domestic violations of child labor laws,
particularly in the agriculture sector, and $5
million for demonstration programs to provide
alternatives to field work for migrant youth.
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In addition, the budget proposes $4 million for  forts in the agriculture and garment industries
the Department of Labor to increase its cur-  which are focused on increasing compliance
rent enforcement and compliance assistance ef-  with labor standards, including child labor.
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cant challenge.

More and more parents of young children are in the workplace, either because they're single
parent households, or because both parents have to work to make ends meet, or because both par-
ents choose to work and they ought to have that choice.

But there is no more important responsibility ...than making sure every American can balance
the dual responsibilities succeeding as parents and succeeding at work. There is no more signifi-

President Clinton
January 1998

In the final year of this century, the
fruits of the President's hard work on the
economy are evident throughout the Nation,
with higher wages, lower interest rates, and
unemployment at almost record lows. For
much of the country, this wave of prosperity
has provided new opportunity. There have
been benefits for many, for the college grad-
uate starting a career, as well as the long-
term welfare recipient taking a first job.
But we still have more work to do to
ensure that this economic boom provides
equal advantages to all. And for working
parents, many of whom have benefitted from
the opportunities of this growing economy,
there are also strains as they try to balance
the twin demands of work and family. The
President remains committed to helping work-
ing families, as well as those who are low-
income and at-risk of falling into dependency,
so that they too can enter the next century
with justified optimism.

The Administration will continue efforts
to address the needs of these Americans—
to build a foundation that encourages and
supports work and responsibility. The Presi-
dent believes that a central challenge we
face at the dawn of the 21st Century is
to help the growing number of working
parents with young children meet their respon-
sibilities and succeed both at work and
at home.

The Administration has already taken sig-
nificant steps in this direction, with a major
expansion of the Earned Income Tax Credit,
a new child credit, a boost in the minimum

wage, expansions of Head Start, after school
programs and child care centers, and signifi-
cantly increased participation in the Special
Supplemental Nutrition Program for Women,
Infants and Children (WIC). In 1996, the
President signed the historic Personal Respon-
sibility and Work Opportunity Reconciliation
Act (PRWORA), reforming the Nation’s welfare
system into one that requires and rewards
work and responsibility, provides increased
flexibility to States to administer work-focused
welfare programs, expands funds for child
care, and strengthens child support enforce-
ment provisions. Meanwhile, the economy
has created almost 18 million new jobs in
the past six years, increasing the number
of working families, and providing new oppor-
tunities for those leaving welfare.

By proposing and working to enact the
Family and Medical Leave Act, the Health
Insurance Portability and Accountability Act,
and the Children’s Health Insurance Program
(CHIP), this Administration has enabled par-
ents to respond to illness in the family
without running the risk of job loss, to
change jobs without forfeiting their health
insurance, and to secure health insurance
for their children when they could not other-
wise afford it.

But there are still key areas in which
working families need more help, especially
in finding safe and affordable child care.
Last year, the President proposed a major
child care initiative, with new grants and
tax credits for working families. His agenda
was clear: to ensure that low- and middle-

75
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income parents could afford to purchase child
care, and to ensure that their children entered
school ready to learn. Regrettably, despite
the need for these measures, Congress only
took action on a small part of this proposal.
Because the President remains committed
to helping parents meet the twin demands
of work and family, he will propose a com-
parable Child Care Initiative for 2000.

In addition, the President will propose
measures to help groups of low-income and
at-risk individuals—homeless and runaway
youth, older foster care children, legal immi-
grants, families moving from welfare to work,
and battered women and their children. The
budget will assist over 100,000 runaways
and foster care youth in their efforts to
become self-sufficient, expand and strengthen
the network of battered women’s shelters,
strengthen early intervention by the edu-
cational system for disabled children, provide
employment assistance to non-custodial par-
ents of children on welfare, and support
an array of critical services to thousands
of low-income families through the Social
Services Block Grant.

Expanding Child Care

In 1999, the Administration obtained $173
million to help States improve the quality
of child care, $10 million for child care
research, and an increase of $160 million
for the Education Department's after-school/
summer school program. The budget proposes
a full range of further increases and new
policies to increase spending and tax incen-
tives by $3.6 billion over 1999 (see Table
4-1).

The Child Care Initiative

More Affordable Child Care: The Presi-
dent proposes to make child care more afford-
able by expanding the Child and Dependent
Care Tax Credit for middle-income families
with child care costs and for parents who stay
home with their young children, providing tax
credits for businesses to expand their child
care resources, assisting parents who want to
attend college meet their child care needs, and
increasing funds with which the Child Care
and Development Fund can help more poor
and near-poor children.

Child and Dependent Care Tax Credit
(DCTC): The DCTC Credit helps around 5.5
million families cover their child care costs
each year. The budget proposes to expand
the credit so that it offers more help for
families with incomes below $59,000. The
budget also proposes further expansion of
this tax credit to help parents stay home
to raise a young child. These two proposals
would provide tax credits worth $6.3 billion
over five years.

Tax credits for private employers: To make
child care services more widely available,
the budget proposes $500 million in tax
credits over five years for private employers
that expand or operate child care facilities,
train child care workers, contract with a
child care facility to provide child care services
to employees, or provide child care resource
and referral services to employees.

Child Care and Development Fund: Federal
child care funding has risen by 80 percent
under this Administration, providing child
care services for 1.25 million children from
low-income working families or whose parents
are moving from welfare to work. The budget
would increase funds for the Child Care
and Development Fund by $1.2 billion, to
a total of $4.5 billion in 2000, and by
$7.5 billion over the next five years, enabling
the program to provide child care subsidies
for 500,000 more poor and near-poor children
in 2000. These new funds, combined with
the child care funds provided in welfare
reform beginning in 1997, will enable the
program to serve 2.4 million children by
2004, an increase of over one million since
1997.

College campus-based child care: To help
increase low-income parents’ access to higher
education, the budget includes $5 million
for the new Child Care Access Means Parents
in School program to establish and support
child care services on college campuses. States
may also use a share of the Child Care
and Development Fund for this purpose.

Exclusion of employer contributions for child
care expenses: Under current law, parents
can exclude up to $5,000 of employer-provided
child care expenses from their taxable income
and Social Security earnings. The exclusion
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Table 4-1. THE BUDGET SUPPORTS A $3.6 BILLION INCREASE IN
RESOURCES FOR CHILD CARE, 27 PERCENT OVER 1999
(Budget authority, dollar amounts in millions)

Dollar  Percent
1999 2000 Change: Change:
Estimate Proposed 1999 to 1999 to
2000 2000
Spending:
Discretionary and Mandatory Budget Authority:
Child Care, including $183 million increase for quality
activities and research ......c.ocooe oo, 3,167 3,550 +383 +12%
Child Care SUppIEmMENT .....cccooiiiiieiiee e e 1,155 +1,155 NA
Head STart ......ccoooviiiiie e 4,660 5,267 +607 +13%
Early Learning FUNd ..........ccoooiiiiiiiiie e aeeee e 600 +600 NA
21st Century Community Learning Centers .................. 200 600 +400 +200%
Special EAUCAtioN .........coooiiiiiiiiiiiiie e 5,334 5,450 +116 +2%
College Campus-Based Child Care ........ccccocviiiiiiiiiiiis viieeeees 5 +5 NA
Child Care Apprenticeship Program 4 5 +1  +25%
Developmental Disabilities Special Projects, State Sup-
POFt SYSTEMS ..ot 4 4 . *
Total SPENING ..ocooiiiiiiiiiee e 13,369 16,636 +3,267 +24%
New Tax Expenditures:
Expansion of Child and Dependent Care Tax Credit, In-
cluding Assistance to Stay-At-Home Parents? .........cc.c.. .oeeeevnee. 338 +338 NA
Tax Credits to Private EmMpPIOYers .........ooccooiiiiiiiiiiiiies e 40 +40 NA
Total Tax EXPeNditures .........cccooiiiiiieiiiiiiiiie e eeeiieeeens 378 +378 NA
TOtAl o 13,369 17,014 +3,645 +27%
NA =Not applicable.
*Less than 0.5 percent
L Includes discretionary Child Care and Development Block Grant and mandatory Child Care Entitlement
to States.
2Includes elimination of household maintenance test.
will provide nearly $8 billion in benefits the new Early Learning Fund that grew out

over five years.

Helping meet the cost of raising a child:
The Child Credit, which the President pro-
posed and Congress enacted as part of the
1997 Taxpayer Relief Act, helps working
parents raise their children by providing
$500 per child for all children under age
17. The credit, which will provide nearly
$93 billion in tax benefits over the next
five years, will help 26 million families with
over 40 million children.

New Emphasis on Early Learning: The
budget provides new funds to improve the safe-
ty and well-being of young children, including

of the White House Conference on Early Child-
hood Development and Learning and continued
expansion of the highly successful Head Start
program.

Early Learning Fund: The Early Learning
Fund responds to the scientific research pre-
sented at the White House Conference on
Early Child Development and Learning in
April 1997, indicating that a child's experi-
ences in the first three years of life profoundly
affect his or her brain development. The
budget proposes $3 billion over five years
for the Fund, which would provide grants
to communities for activities that improve
early childhood education and the quality
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and safety of child care for children under
five years old. For example, the money can
fund innovative efforts to meet the develop-
mental needs of children, with a focus on
language development, emergent literacy, and
other child development activities aimed at
improving readiness for school. Resources
could also fund parent education in child
development, home visits, and efforts to help
child care centers become accredited and
reduce child-to-staff ratios in child care.

Head Start: Head Start, one of the Presi-
dent’s highest priorities, is America’s premier
early childhood development program. It sup-
ports working families by helping parents
get involved in their children’'s educational
lives and providing services to the entire
family. Since 1993, the President has worked
with Congress to increase annual Head Start
funding by 68 percent. In 1999, Head Start
will serve 835,000 low-income children, includ-
ing up to 38,000 children under age three
in the Early Head Start component that
the President launched in 1995. The budget
proposes to expand Head Start funding by
$607 million in 2000 and add 35,000 Head
Start pre-school slots and 7,000 Early Head
Start slots. The Administration intends to
increase participation by underrepresented
groups in specifically targeted areas with
recent influxes of immigrants and limited
English proficient children, including seasonal
farmworkers. The proposed increase invests
in program quality improvement measures
and makes further progress toward the Presi-
dent's goal of enrolling a million children
in Head Start by 2002, including doubling
the number of infants and toddlers in Early
Head Start.

School-Age Care and Improved Edu-
cational Achievement: The President pro-
posed, and Congress agreed in 1999, to expand
21st Century Community Learning Centers to
enable 1,700 schools to open their doors before
and after the traditional school day and in
the summer. Instead of returning to empty
houses, or playing on unsafe streets, a quarter
of a million children will participate in safe,
drug-free programs that combine learning, en-
richment, and recreational activities. The
budget proposes to triple funding for this pro-
gram to $600 million, reaching nearly 7,500
schools, as part of a comprehensive approach

to help fix failing schools and help end social
promotion the way successful schools do it—
without harming the children. Under the
President’s proposal, school districts with com-
prehensive policies in place to end social pro-
motion will receive priority in the grant-mak-
ing process. After-school and summer school
programs are a critical tool in ending social
promotion because they give students who are
not on track an opportunity to get extra help
so they can meet promotion standards.

Safety and Quality in Child Care: The
President and Congress worked together to
pass legislation to improve the safety of chil-
dren by making it easier for States to conduct
background checks on child care workers and
to provide new funds for child care quality ac-
tivities in 2000.

National crime prevention and privacy com-
pact: Congress recently passed legislation,
based on a proposal from the White House
Conference on Child Care, to help build
a new electronic information sharing partner-
ship among Federal and State law enforce-
ment. This legislation makes background
checks on child care providers (and other
non-criminal justice checks) more efficient
and accurate by eliminating some of the
barriers that have made it difficult for States
to share information about the criminal back-
grounds of job seekers.

Increasing investments in child care quality:
In response to the President’s request, Con-
gress provided an increase for 2000 of $173
million for child care quality activities, in
addition to the nearly $132 million that
will already be available for these activities
in 2000. States invest these dollars in improv-
ing child care quality through activities such
as resource and referral for parents, scholar-
ships and training for child care providers,
monitoring and inspection of providers, net-
works for family day care providers, and
linkages with Head Start, to name a few.

Services for Families of Children with
Disabilities: Children with disabilities and
their families face a broad range of obstacles
to achieving educational success. Ensuring
that the educational needs of the youngest
children with disabilities are fully met is criti-
cal to the Administration. (For a discussion
of the Administration’s work incentives initia-
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tive for disabled individuals, see Chapter 3,
“Investing in Education and Training.”)

Special Education: The budget proposes
$5.4 billion for special education, including
an increase over last year's budget of $116
million targeted toward improving educational
results for children with disabilities through
early intervention. These new funds provide
a $50 million initiative to help schools imple-
ment research-based practices to serve chil-
dren with disabilities in the primary grades.
The budget also provides increases of $28
million for Preschool Grants and $20 million
to the Infants and Families program.

Families of Children with Disabilities: The
budget continues a $4 million program pro-
posed last year by the President and funded
by Congress to help the families of children
with disabilities. This program provides grants
to States to expand and modify their State-
wide support systems to help these families
address such problems as inadequate child
care options, missed job training and job
opportunities, the loss of medical assistance,
and teen pregnancy.

Research on Childhood Development
and Child Care: Research on child care, and
dissemination of its findings, is critical to sup-
port State and local policy makers in their de-
cision-making about child care and to help par-
ents learn how to evaluate and where to find
quality child care. At the President’s request,
Congress has already provided $10 million for
a new Research and Evaluation Fund in 2000,
which will provide consumer education, parent
hotlines, and research activities to expand our
knowledge of good policies and practices, in-
cluding the types of child care settings, parent
activities, and provider training that most ben-
efit the early development of children.

Promoting Self-Sufficiency

Supporting Children Leaving Foster
Care: An estimated 20,000 children leave fos-
ter care each year having reached the age of
18 without being adopted or finding another
permanent relationship. These youth are trou-
bled. Studies that examined former foster
youth two to four years after leaving care
found that only half had completed high
school, less than half were employed and only
about 40 percent had held a job for one year

or more. One-fourth had been homeless at
least one night, 60 percent of the females had
given birth, and fewer than one-in-five were
completely self-supporting.

The budget provides a four-part program
to support children leaving the foster care
system:

* Independent living. This program provides
services to assist current and former foster
children ages 16 to 21 who are making
the transition to independence by earning
a high school degree or participating in
vocational or other training. The budget
provides $105 million, a 50-percent in-
crease over the 1999 level, which has been
unchanged since 1992.

e Comprehensive residential transition as-
sistance. The budget provides a new
capped mandatory program of competitive
grants for States to support living ex-
penses of youth in these programs who
otherwise lose such support at age 18 or
under other circumstances. The new pro-
gram is funded in 2000 at $5 million, in-
creasing to $20 million by 2003.

e Transitional living grants. This program
provides shelter and services to homeless
youth ages 16 to 21. The budget increases
funding to $20 million, an increase of $5
million over 1999.

* Medicaid coverage. Medicaid coverage for
children receiving foster care assistance
generally ends at age 18. The lack of
health insurance limits their ability to
make a successful transition out of foster
care. The budget gives States the option
of covering these children up to age 21.

Curtailing Violence Against Women:
Since 1993, funding for services to victims of
domestic and sexual violence has grown by
nearly $400 million and the passage of the
Violence Against Women Act of 1995 expanded
the Government’s role in supporting services
and providing scientific knowledge to prevent
and treat violence against women. The budget
proposes an increase of $26 million to further
strengthen and increase the availability of bat-
tered women’s shelters and counseling serv-
ices, increase culturally appropriate services in
under-served populations, and expand re-
sources for research and prevention activities
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aimed at changing the social norms that allow
this violence to occur. These new funds will
allow programs addressing violence against
women to serve an additional 40,000 women,
children, and perpetrators.

Restoring Equity in Benefits for Legal
Immigrants

The President believes that legal immigrants
should have the same opportunity, and bear
the same responsibility, as other members
of society. Upon signing the 1996 welfare
law, he pledged to work toward reversing
the harsh, unnecessary cuts in benefits to
legal immigrants that were unrelated to the
goal of moving people from welfare to work.
As part of the 1997 Balanced Budget Act
(BBA), the President worked with Congress
to restore Medicaid and Supplemental Security
Income (SSI) to hundreds of thousands of
disabled and elderly legal immigrants. The
next year, the Noncitizens' Benefit Clarifica-
tion and Other Technical Amendments Act
restored eligibility to additional legal immi-
grants. In response to the Administration’s
request, last year's Agricultural Research Bill
restored food stamp benefits to 225,000 elderly,
disabled, and other needy immigrants, includ-
ing 70,000 children who lawfully resided
in the United States as of August 22, 1996.

As a result of the 1996 law, however,
many legal immigrants, including disabled
individuals and families with children, are
not eligible for health and disability benefits.
The budget provides $1.1 billion over five
years to let States provide health care to
legal immigrant children, to restore SSI eligi-
bility to legal immigrants with disabilities,
and to restore Food Stamp eligibility to
certain aged immigrants. The SSI and related
Medicaid benefits in the budget that apply
to immigrants who entered the country after
August 1996, and became disabled thereafter,
would only start after five years of residence.

Health Care: As described in Chapter 5,
the budget would let States provide health cov-
erage to legal immigrant children and preg-
nant women under Medicaid and, in the case
of children, CHIP. Currently, States can pro-
vide health coverage to legal immigrants who
entered the country before the welfare law was
enacted. But, immigrants who entered after

the law was enacted cannot get benefits for
five years. Under these proposals, States could
provide health coverage to those children and
pregnant women through Medicaid or through
CHIP.

Supplemental Security Income (SSI): The
budget would provide approximately $925 mil-
lion over five years to restore SSI and related
Medicaid to legal immigrants who entered the
country after August 22, 1996, lived in the
United States for more than five years and
became disabled after entry. Currently, only
legal immigrants who entered the country be-
fore August 22, 1996 can be found eligible for
SSI disability benefits.

Food Stamps: The budget provides $60 mil-
lion over five years to ensure that legal immi-
grants in the United States as of August 22,
1996, are eligible for food stamp benefits once
they reach age 65.

Continuing Support for Working Families

The Child Care Initiative, the restoration
of benefits to legal immigrants, and expanded
efforts to assist low-income families, at-risk
youth and victims of domestic or sexual
violence in attaining self-sufficiency, all build
on a strong base of support for at-risk
and working families, a priority area in
which the President's work with Congress
has achieved significant results in the past
five years. That support includes a broad
array of tax incentives to encourage and
support work as well as legislation to, among
other things, enable workers to care for
a newborn and fulfill other family responsibil-
ities; raise the minimum wage; reduce welfare
caseloads by nearly four million, enable work-
ers to retain their health insurance; and
provide health insurance to up to five million
uninsured children. (For the broader discus-
sion of the health care expansions, see Chapter
5, “Strengthening Health Care.”)

Support Through the Tax System: Over
the last five years, the Administration has
worked with Congress to expand the number
and size of tax incentives to encourage work
and support working families (see Table 4-2).

Tax incentives for work: The budget proposes
to extend, through June 30, 2000, the Welfare-
to-Work Tax Credit, which the President
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and Congress created as part of the Taxpayer
Relief Act of 1997. It focuses on those who
most need help—Ilong-term welfare recipi-
ents—by letting employers claim a tax credit
on the first $10,000 a year of wages that
they pay, for up to two years, for workers
they hire who were long-term welfare recipi-
ents. The credit is 35 percent on the first
year's wages, rising to 50 percent on the
second year's wages. In addition, the budget
would extend through June 30, 2000, the
Work Opportunity Tax Credit, which provides
a credit of 40 percent on the first $6,000
of wages paid to members of eight more
target groups.

Earned Income Tax Credit (EITC): The
Federal Government is committed to helping
those who work to meet the cost of raising
their children. The EITC helps to meet
this goal by supplementing the earnings of
working families. In his 1993 economic pro-
gram, the President proposed and Congress
enacted legislation to substantially expand
the credit, helping 15 million low-income
working families. The Administration remains
committed to ensuring that this program
is managed fairly and accurately. The Admin-
istration is currently implementing a series

of EITC error-reduction initiatives, including
the provisions enacted in the Taxpayer Relief
Act of 1997. The EITC will provide $167
billion of tax benefits over the next five
years to low-income working families.

Helping Families Move from Welfare to
Work: The President has led successful efforts
to remove obstacles that have hindered fami-
lies trying to make a successful transition from
welfare to self-sufficiency.

Temporary Assistance for Needy Families
(TANF): The President signed the Personal
Responsibility and Work Opportunity Rec-
onciliation Act (PRWORA) in 1996, and States
have refocused their welfare systems to sup-
port work. Welfare caseloads have fallen
by over four million since President Clinton
signed the welfare reform law, and by well
over 40 percent since he took office. Recent
data from the Census Bureau's Current Popu-
lation Survey show large increases in the
rate of employment both for individuals on
welfare and those leaving welfare. The Admin-
istration is proposing to replace the current
TANF contingency fund with one that could
more effectively respond to State needs in
the event of an economic downturn.

Table 4-2. THE BUDGET INCLUDES $286 BILLION OVER FIVE YEARS IN SUPPORT
FOR FAMILIES WITH CHILDREN THROUGH THE TAX SYSTEM?
(In millions of dollars)
1998 Estimate Total
Actual 1999 2000 2001 2002 2003 2004 1999-2004
Tax Expenditures
Existing Law:
Earned Income Tax Credit2 3 ...................... 28,928 30,734 31,222 32,172 33,258 34,374 35,576 166,602
Child Tax Credit? ........cccocoeevvvevereessrieens 3,525 19,155 19,253 18,926 18,643 18,198 17,580 92,600
Child and Dependent Care Tax Credit ...... 2,485 2,455 2,425 2,395 2,365 2,340 2,310 11,835
Exclusion of Employer Contributions for
Child Care EXPenses .......ccccceevveeeeiineeannns 1,325 1,385 1445 1510 1,575 1,645 1,715 7,890
Proposed Legislation:
Expand Child and Dependent Care Tax

Credit, Including Assistance to Stay-At-

HOME Parents® .........ococooooioeeeeieeeeeeeeees oo e, 338 1,585 1,425 1,471 1,503 6,322
Tax Credits for Private Employers .........cc.. cooviieeiit cevieeenne 40 84 114 131 140 509
Simplify Foster Care Definition under

EITC e e e -2 -42 —44 -46 -47 -181

Total .o 36,263 53,729 54,721 56,630 57,336 58,113 57,777 285,577
1 Does not include interaction effects between provisions.

ZIncludes tax expenditures and effect on outlays.
2Excludes credit for workers who do not live with children.
3 Includes elimination of household maintenance test.
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Welfare-to-Work (WtW) Grants: Because of
the President’s leadership, the 1997 Balanced
Budget Act included $3 billion requested
by the President for a new Welfare-to-Work
grants program. WtW provides grants to
States and local communities to help long-
term, hard-to-employ welfare recipients, and
certain non-custodial parents, secure lasting,
unsubsidized employment. Funds are used
for job creation, job placement, job retention,
and other post-employment support services.
The budget proposes $1 billion more for
this program in 2000.

Welfare-to-Work Transportation: One of the
biggest barriers facing people who move from
welfare to work—in cities and in rural areas—
is finding transportation to get to jobs, training
programs and child care centers. The Presi-
dent's leadership on this issue helped secure
funding through 2003 to assist States and
localities in developing flexible transportation
alternatives, such as van services, for welfare
recipients and other low income workers.
The budget proposes $150 million for this
program in 2000.

Welfare-to-Work Housing Vouchers: In his
1999 budget, the President proposed $283
million for 50,000 new housing vouchers for
welfare recipients who need housing assistance
to get or keep a job, and Congress approved
full funding for this new initiative. Families
will use these housing vouchers to move
closer to a new job, to reduce a long commute,
or to secure more stable housing to eliminate
emergencies that keep them from getting
to work every day on time. The budget
proposes $144 million for an additional 25,000
vouchers, bringing the total number of welfare-
to-work vouchers to 75,000 in 2000.

Individual Development Accounts: Since
1992, President Clinton has supported the
creation of Individual Development Accounts
(IDAs) to empower individuals to save for
a first home, post-secondary education, or
to start a new business. The President signed
into law last year legislation providing $10
million to get the program off the ground.
The budget provides $20 million for IDAs.

Social Services Block Grant: The President’s
Budget proposes to fund the Social Services
Block Grant (SSBG) at its fully authorized
level of $2,380 million, increasing funding

levels by $471 million over last year. SSBG
provides funding to States to support a
wide range of programs including child protec-
tion and child welfare, child care, and services
focused on the needs of the elderly and
the disabled. The inherent flexibility of this
grant permits States to target funds to meet
the specific needs in their communities. The
Administration will work with the States
to improve reporting and accountability for
services provided with these funds.

Continued Nutrition Assistance for In-
fants and Children: The Administration has
continued to target resources to infants and
children. The Special Supplemental Nutrition
Program for Women, Infants and Children
(WIC), for example, reached nearly 7.4 million
persons each month in 1998 and the budget
proposes $4.1 billion to serve 7.5 million people
through 2000, fulfilling the President’s goal of
full participation in WIC. (See Chapter 5,
Strengthening Health Care, for more informa-
tion on WIC))

Increasing Parental Responsibility
Through Child Support Enforcement: The
President’'s campaign to ensure that parents
support their children is working. In 1997, the
number of paternities established rose to near-
ly 1.3 million, and child support collections
have gone up 80 percent since the President
took office, to an estimated $14.4 billion in
1998. In 1998, net Federal costs for child sup-
port enforcement were $1.2 billion.

The budget will build on this success
by helping Federal authorities investigate
child support cases and prosecute more par-
ents who fail to meet their responsibilities.
The budget provides $34 million over five
years to fund an eightfold increase in U.S.
Attorney legal support staff dedicated to
child support, and additional funds in 2000
to support the Department of Health and
Human Services’ establishment of regional
task forces to investigate and refer cases
for prosecution. To improve the child support
program’'s effectiveness and cost efficiency,
the budget also conforms the match-rate
for paternity testing with the lower adminis-
trative match-rate; repeals the guarantee to
States of their 1995 level of collections;
and starting in 2001, requires States to
review support orders for families receiving



4. SUPPORTING WORKING FAMILIES

83

TANF every three years. Net Federal savings
of these proposals total $409 million over
five years.

Shortly after the Administration concludes
on-going consultations with stakeholders in
April 1999, it will submit a proposal to
Congress and work on a bipartisan basis
to enact child support financing legislation
based on the following five principles: 1)
maximize collections and support for all fami-
lies in the program, including the hardest
to serve; 2) maximize paternity establishment,
financial and medical support establishment,
collections on current support and on arrears,
and cost efficiency; 3) give priority to increas-
ing payments to families, while ensuring
Federal budget cost neutrality; 4) create incen-
tives for adequate State and local investment
of staff and resources needed for improved
program performance; and 5) promote national
standards and ease of interstate case process-
ing, while maintaining State flexibility.

Better Benefits in the Workplace: The
President has led successful efforts to ensure
a living wage for all American workers while
expanding their ability to care for their fami-
lies and protect their health care benefits.

Family and Medical Leave (FMLA): In
early 1993, the President proposed, and Con-
gress enacted, the Family and Medical Leave
Act, which allows workers to take up to
12 weeks of job-protected, unpaid leave to
care for a newborn or adopted child, attend
to their own serious health needs, or care
for a seriously ill parent, child, or spouse—
making it less likely that employees will
have to choose between work and family.
The budget proposes expanding FMLA to
reach workers in firms with over 25 employees,
expanding coverage to 10 million more work-
ers. In addition, the budget proposes providing
resources to the Department of Labor to
research: (1) the impact this law has had
on the American family; and (2) how to

make leave accessible and affordable for more
of America’s working families.

Ensuring equal pay: The budget proposes
a $14 million equal pay initiative to focus
additional resources to provide employers with
the necessary tools to assess and improve
their pay policies and to educate the public
on the importance of this issue as well
as their rights and responsibilities. (See Chap-
ter 9, “Building One America”, for additional
information on this initiative.)

Minimum wage: In 1996, the President
successfully sought a minimum wage increase
that gave a big financial boost to full-
time, full-year minimum wage workers, raising
the pay of each by approximately $1,800
a year. In February 1998, the President
proposed to further raise the minimum wage
to $6.15 an hour by the year 2000. Increasing
the minimum wage by one dollar in two
equal steps simply restores the real value
of the minimum wage to what it was in
1981. This increase will help ensure that
as costs continue to increase parents who
work hard and play by the rules can bring
up their children out of poverty. The President
remains strongly committed to increasing the
minimum wage and will work with Congress
to ensure the enactment of this vital increase.

Health Insurance Portability and Account-
ability Act: Working with Congress, the Presi-
dent in 1996 obtained landmark legislation,
known as HIPAA, which provides important
health insurance protections for an estimated
25 million Americans who move from one
job to another each year, as well as those
who are self-employed or who have pre-
existing medical conditions. HIPAA reformed
the private insurance market to ensure that
workers have portable health benefits and
insurers are less able to deny coverage due
to pre-existing conditions. Combined with the
Taxpayer Relief Act, HIPAA also made it
easier for self-employed persons to get health
insurance.
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Nothing is more critical to the securities of our families, the strength of our communities.
Health is something we take for granted until we or our loved ones don’'t have it anymore.

President Clinton
August 1998

Today, the health of the American people
is better than ever. Last year, infant mortality
reached an all-time low and the average
life span for Americans reached an all-time
high. Major progress was made toward pre-
venting and controlling diseases. For the
first time in 20 years, cancer death rates
declined, and AIDS dropped out of the top
10 causes of death. Not only were immuniza-
tions at record high levels, but the large,
historical disparities for immunizing children
of different races were curbed. These gains
were matched by the slowest growth in
health care spending in almost 40 vyears.

These improvements reflect the extraor-
dinary commitment of President Clinton to
making health care more affordable, accessible,
and effective. Even without the passage of
any significant health care legislation last
year, the Administration took significant steps
toward this goal. Medicare beneficiaries gained
access to new preventive benefits, managed
care choices, and low-income protections. The
no-tolerance approach toward Medicare fraud
was stepped up, yielding hundreds of millions
of dollars in savings. While the President’s
Patients’ Bill of Rights, with its strong and
enforceable measures, did not become law
last year, the President took executive action
to extend patient protections to the 85 million
Americans covered by Federal health plans,
including Medicare and Medicaid beneficiaries
and Federal employees. He also took imme-
diate actions to improve the quality of care
in nursing homes. The President also worked
with States to expand health coverage to
the 43 million uninsured Americans. All but
three States started enrolling over 2.5 million
uninsured children in the new Children’s
Health Insurance Program (CHIP); over 10
Federal agencies have joined with the private

sector to help enroll the millions of uninsured
children eligible for Medicaid, as well as
CHIP; and the President authorized a new
regulation that provides States the option
to cover two-parent families in Medicaid.

The budget builds on these accomplishments
with initiatives that include:

* Responding to the need for assistance with
long-term care: The budget includes: a $6
billion initiative that includes a tax credit
to compensate for the cost of long-term
care services; a new National Family Care-
givers Program; a national campaign edu-
cating Medicare beneficiaries about long-
term care options; and a proposal to pro-
vide the authority to allow the Federal
Government to offer private long-term care
insurance to its employees at group rates.
It also includes a new investment to
strengthen nursing home quality; an inno-
vative housing initiative to create and in-
tegrate assisted living facilities and Medic-
aid home and community-based long-term
care; and a new Medicaid option that
equalizes eligibility for people with long-
term care needs in community settings.

e Improving access to health insurance: The
budget provides more than $4 billion over
five years for: expanding new health insur-
ance options for people ages 55 to 65;
increasing access to insurance for small
businesses through purchasing coalitions;
extending Medicare and Medicaid to
workers  with  disabilities;  restoring
Medicaid eligibility to legal immigrants
affected by welfare reform; extending
Medicaid eligibility to foster children up
to age 21; improving the transitional
Medicaid for people moving from welfare
to work; and providing States with

85



86

THE BUDGET FOR FISCAL YEAR 2000

additional funds for children’s health

insurance outreach.

« Safeguarding and improving public health:
In order to protect and advance public
health, the budget supports: a stringent
tobacco control policy; a new $1 billion pro-
gram over five years that funds local com-
munities to integrate traditional safety net
providers (e.g., public hospitals and clinics)
into networks that help the uninsured;
and important initiatives to address cov-
erage of cancer clinical trials, the chal-
lenges of AIDS, bioterrorism, asthma,
mental health, and racial disparities in
health status.

e Improving fiscal soundness of Medicare
and Medicaid: The budget proposes ag-
gressive efforts to reduce Medicare fraud,
waste and abuse, and to improve the man-
agement of Medicare and Medicaid.

Long-Term Care

The need for long-term care will surely
be one of the great challenges as the baby
boom generation ages. Unlike acute care,
long-term care is rarely paid for by private
insurance or Medicare, requiring out-of-pocket
expenditures. It also takes a financial and
emotional toll on family and friends on whom
the burden of unpaid care often falls. The
budget proposes a multi-faceted initiative,
as follows:

Tax Credit for Long-Term Care: This tax
credit will help people with chronic illness or
the families with whom they live. People with
significant long-term care needs or their care
givers would receive a $1,000 tax credit begin-
ning in 2000. Approximately two million peo-
ple would benefit, at a cost of $5.5 billion.

National Family Care Givers Program:
This program is designed to assist approxi-
mately 250,000 families caring for elderly rel-
atives who are chronically ill or disabled. The
budget invests $125 million to support a care
giver support system in all States that pro-
vides information, education, counseling, and
respite services directly to care-giving families.

National Long-Term Care Information
Campaign: This campaign will help Medicare
beneficiaries and their families better under-
stand their long-term care options. Information

for Medicare beneficiaries would include an ex-
planation of long-term care coverage under the
Medicare and Medicaid programs, private long-
term care insurance, and other consumer infor-
mation.

Private Long-Term Care Insurance for
Federal Employees: This proposal will make
group long-term care insurance available to
Federal employees, annuitants, and their fami-
lies. Employees would pay the full cost of in-
surance premiums, which, at group rates, are
expected to be 10 to 15 percent lower than
the individual rates otherwise available.

Medicaid Initiatives to Encourage Ex-
pansion of Home and Community-Based
Long-Term Care Options: This initiative
gives States the option of expanding Medicaid
eligibility for people with incomes up to 300
percent of the Supplementary Security Income
(SSI) level who need nursing home care but
choose to live in the community, extending its
reach from only those at this income level who
live in nursing homes. Competitive capital
grants will also be provided for the conversion
of Section 202 elderly housing projects to as-
sisted living facilities. Grants are available
when States agree to provide new Medicaid
home and community based services in the fa-
cility.

Nursing Home Quality Initiative: On
July 21, 1998, the President announced an ini-
tiative to strengthen nursing home enforce-
ment tools and Federal oversight of nursing
home quality and safety standards. As part
of this initiative, the Administration will work
with the States to improve their nursing home
inspection systems, crack down on nursing
homes that repeatedly violate safety rules, and
require nursing homes to conduct criminal
background checks on all new employees.

Improving Access to Health Care
Coverage

The President is committed to expanding
access to health care, particularly to vulner-
able groups such as children, the near-elderly
who are not yet eligible for Medicare benefits,
older displaced workers, and immigrants.
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Health Insurance Options for People
Aged 55 to 65: People between the ages of
55 and 65 often face special problems of access
and affordability. Because of job and family
transitions, fewer people in this age group
have access to employer-based health insur-
ance. And when they seek to purchase insur-
ance on their own, many find the cost prohibi-
tive, or coverage unavailable because private
companies refuse to sell insurance to age
groups with greater health risks.

The budget includes the Daschle-Moynihan-
Kennedy proposal that will help an estimated
300,000 members of this vulnerable population
by either allowing them to pay for coverage
through the Medicare system, or guaranteeing
access to a private insurance plan.

¢ Allowing Americans between 62 and 65 to
buy Medicare coverage: This policy will
give older Americans the security of know-
ing that they have an affordable, high
quality health insurance option. Because
this proposal is self-financing, it protects
the integrity of the Medicare Trust Funds.

« Expanding health insurance options for
displaced workers: The budget also offers
the option of a Medicare “buy-in” to work-
ers between the ages of 55 and 62 who
have lost company-sponsored health care
coverage because their hours were scaled
back, or their employer relocated or
stopped operations.

* Protecting retirees whose employer-based
health benefits have been abolished: This
proposal targets “broken promise” retirees
between the ages of 55 and 65. Employers
who have canceled the insurance of these
retirees would be required to guarantee
access to health insurance, by providing
these retirees the option to “"buy in” to
the company sponsored plan at a fair
price.

Small Business Health Purchasing Coa-
litions: Fewer small businesses offer health
insurance because of higher administrative
costs and premiums relative to large busi-
nesses. As a result, nearly half of uninsured
workers are in firms with fewer than 25 em-
ployees. This $44 million initiative would pro-
vide a tax credit to small businesses who join
voluntary coalitions to provide insurance cov-

erage, establish a tax incentive to encourage
foundations to fund the start-up costs of coali-
tions, and provide technical assistance through
the Office of Personnel Management.

Flexibility to Cover People With Disabil-
ities: Building on a provision of the 1997 Bal-
anced Budget Act (BBA), this proposal will
give States broad flexibility to set higher in-
come and resource standards in Medicaid to
encourage people with disabilities to return to
work. In addition, Medicaid will allow States
that adopt the more generous income and re-
source standards to cover individuals who no
longer meet SSI and Social Security Disabled
Insurance (SSDI) disability criteria because of
medical improvement. States offering new op-
tions would receive grants to develop support
systems that help people with disabilities who
return to work. The budget also creates a
capped demonstration program allowing States
to offer health coverage to individuals who
meet an expanded definition of disability set
by the States. This is intended to allow people
with disabilities to retain health coverage
while they work, potentially preventing illness
and impoverishment. In addition, the budget
would allow people with disabilities who leave
SSDI to retain Medicare coverage. This provi-
sion ensures that, regardless of whether States
have taken advantage of the Medicaid option,
people who leave SSDI have access to afford-
able health coverage.

Medicaid eligibiligy for legal immi-
grants: The budget would restore Medicaid
benefits to three vulnerable groups of legal im-
migrants: children; pregnant women; and dis-
abled immigrants whose eligibility for SSI
would also be restored. As the President has
pledged, and has achieved for other groups so
affected, this would reverse an inequity en-
acted in welfare reform.

e Children: States would have the option to
provide Medicaid and CHIP coverage to
qgualified legal immigrant children who en-
tered the United States after the enact-
ment of welfare reform.

¢ Pregnant Women: States would have the
option to provide Medicaid coverage to
qgualified legal immigrants who become
pregnant and who entered the United
States after enactment of welfare reform.
Such coverage would help reduce the num-
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ber of high-risk pregnancies, ensure
healthier children, and lower the cost of
emergency Medicaid deliveries.

« SSI Recipients: The budget provides fund-
ing for Medicaid benefits to immigrants
who became eligible for the program as
a result of SSI restorations proposed in
the budget.

Other Medicaid Improvements: The budg-
et supports a number of important initiatives
to expand Medicaid and CHIP coverage, in-
cluding:

e Children’'s Health Insurance Outreach:
This initiative, designed to inform eligible
children and their families about the
CHIP program and Medicaid, will provide
States with flexibility to develop innova-
tive and effective outreach approaches.

e Transitional Medicaid simplification: The
budget proposes to simplify and improve
transitional Medicaid programs to help the
working poor, whose income makes them
ineligible for the traditional Medicaid pro-
gram. By eliminating burdensome report-
ing requirements and giving States an in-
centive to serve more working families,
this proposal would help beneficiaries re-
tain temporary health insurance through
Medicaid until they can secure private in-
surance.

» Foster Care Medicaid benefits: The budget
would give States the choice to extend
Medicaid eligibility to children up to age
21 who were eligible for Foster Care as-
sistance at age 18. Continued access to
medical, mental health, and rehabilitative
care beyond age 18 is critical to ensuring
that these youth can successfully make the
transition from foster care to independent
living.

 Aid for the territories: The budget proposes
$144 million in increased funding under
CHIP for Puerto Rico and the other four
territories, fulfilling the President's prom-
ise to provide more equitable funding for
children’s health care in the insular areas.

Renewing Commitment to Public Health

This budget affirms the Administration’s
commitment to improving public health, with

renewed emphasis on measures to combat
smoking, especially among young people. The
budget also increases access to powerful AIDS
therapies, enhances food safety, promotes
childhood immunization, improves reporting
of public health threats, and reduces infant
mortality.

Stopping Youth Smoking: Every day,
3,000 children become smokers—1,000 have
their lives shortened because of it. Almost 90
percent of adult smokers began smoking by
age 18 and today, 4.5 million children aged
12 to 17—37 percent of all high school stu-
dents—smoke cigarettes. Tobacco is linked to
over 400,000 deaths a year from cancer, res-
piratory illness, heart disease and other prob-
lems. To end this public health crisis, we must
have a focused public health effort to reduce
youth smoking. The 1998 State tobacco settle-
ment was an important step in the right direc-
tion, but more must be done to protect our
children and hold the tobacco industry ac-
countable. The Administration believes addi-
tional steps must be taken at the national
level to reduce youth smoking:

« Raise the price of cigarettes, so fewer young
people start to smoke: Public health ex-
perts agree that the single most effective
way to cut youth smoking is to raise the
price of cigarettes. Last year, the Presi-
dent called for an increase of $1.10 per
pack (in constant dollars) to help cut youth
smoking in half within five years. This
year, we build on the increases already
agreed to between the tobacco companies
and the States and those already legis-
lated by the Congress. As a result, we can
reach the target with a legislated increase
of half this amount.

The funds that result from this policy will
offset tobacco-related Federal health care
costs. Each year, the Federal Government
spends billions of dollars treating tobacco-
related diseases for our Armed Forces, vet-
erans, and Federal employees. It is fitting
that the tobacco industry reimburse U.S.
taxpayers for these costs, just as it has
already agreed to do for the States.

e Reaffirm the Food and Drug Administra-
tion’s (FDA's) full authority to keep ciga-
rettes out of the hands of children: The
Administration will again support legisla-
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tion that confirms the FDA's authority to
regulate tobacco products in order to halt
advertising targeted at children, and to
curb minors’ access to tobacco products.
While the State settlement limits tobacco
advertising, it still allows certain market-
ing practices targeted at children, includ-
ing newspaper and magazine advertising
and retail signs near schools. Moreover,
only by reaffirming FDA's authority can
Congress ensure that America’s children
are protected from the next generation of
tobacco industry marketing. We should
take this matter out of the courts and en-
sure that the FDA—the Nation’s leading
health consumer protection agency, provid-
ing oversight over food, drugs, and medical
devices—has full authority to protect our
children from tobacco.

e Support critical public health efforts to
prevent youth smoking: To help support to-
bacco prevention programs in States and
local communities, the Administration’s
budget will double the funding for the
FDA's tobacco enforcement budget to $68
million and increase funding for the Cen-
ters for Disease Control's tobacco control
efforts by one-third, from $74 to $101 mil-
lion. In addition, the Administration will
continue to support measures that hold
the tobacco industry accountable for reduc-
ing youth smoking.

e Protect farmers and farming communities:
The Administration remains committed to
protecting tobacco farmers and their com-
munities, and is monitoring closely on-
going efforts by State, farmer, and indus-
try representatives to provide funding and
purchase commitments to tobacco farmers.
The Administration will work with all par-
ties, as needed, to ensure the financial
well-being of tobacco farmers, their fami-
lies, and their communities.

Since U.S. taxpayers paid a substantial
portion of the Medicaid costs that were
the basis for much of the State settlement
with the tobacco companies, Federal law
requires that the Federal Government recoup
its share. However, the Administration will
work with the States and the Congress
to enact tobacco legislation that, among other
things, resolves these Federal claims in ex-

change for a commitment by the States
to use tobacco money to support shared
national and State priorities which reduce
youth smoking, promote public health and
children’s programs, and assist affected rural
communities.

In addition to these Medicaid costs, tobacco-
related health problems have cost Medicare
and other Federal programs billions of dollars
each year. To recover these losses, the Depart-
ment of Justice intends to bring suit against
the tobacco industry, and the budget contains
$20 million to pay for necessary legal costs.
The Administration will propose that recover-
ies will be used to enhance the security
of Medicare for future generations.

Safeguarding and Improving Public
Health: The budget includes numerous poli-
cies to improve the health and health systems
in the United States. These include:

¢ Reinforcing the Nation’s safety-net: A new
public health initiative will strengthen the
health care safety-net for uninsured and
other at-risk individuals. The initiative,
which makes use of competitive grants, is
designed to encourage local public officials
and others to work closely with providers
to improve coordination of the delivery of
services, to establish accountability in the
system for assuring adequate patient care,
and to increase the number of services de-
livered, improving the quality of care and
expanding access for the uninsured.

* Increasing biomedical research: Biomedical
research is a foundation for combating dis-
ease and providing new technologies, from
the eradication of smallpox to the dis-
appearance of polio in the Western Hemi-
sphere to prevalence of cardiac pace-
makers and organ transplants that help
restore normal lives. In last year’s budget,
the President made a commitment to in-
creasing the National Institutes of Health
(NIH) budget by nearly 50 percent over
five years. Last year, NIH received an his-
toric $2 billion increase, putting us ahead
of schedule in meeting the President’s
commitment to expanding biomedical re-
search. This year, with an investment of
$15.9 billion in NIH, the budget renews
that commitment to biomedical research.
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» Establishing Medicare cancer clinical trial

demonstration: The budget gives more
Americans access to these cutting-edge
cancer treatments and encourages higher
participation in clinical trials by establish-
ing a three-year, $750 million demonstra-
tion program. Medicare beneficiaries who
participate in certain cancer clinical trials
will be covered for the patient care costs
for those trials. Funding priority will be
given to trials that would most assist the
Health Care Financing Administration
(HCFA) in making future coverage policy
decisions for cancer-related treatments
and to substantive trials designed to ad-
dress specific research questions. Although
HCFA would run the demonstration, it
would not draw upon Medicare’s trust
funds.

Ensuring access to powerful AIDS thera-
pies and improving quality of care through
Ryan White HIV/AIDS Treatment Grants:
The budget proposes a $100 million in-
crease in Ryan White treatment grants to
help States provide AIDS treatment, espe-
cially the powerful “combination therapy”
AIDS drugs through the AIDS Drug As-
sistance Program. In total, the budget pro-
poses $1.5 billion in Federal spending for
activities authorized by the Ryan White
CARE Act, a seven-percent increase over
1999 levels and a 291-percent increase
over comparable 1993 levels.

Helping to reduce racial disparities in
health status: Despite improvements in the
Nation’s overall health, continuing dispari-
ties remain in the burden of death and
illness that certain minority groups experi-
ence. For example, the infant mortality
rate for African-Americans is more than
twice that of Caucasians. American Indian
and Alaska Natives are about three times
as likely to die from diabetes as other
Americans. To address these and other
disparities, the budget includes $135 mil-
lion for health education, prevention, and
treatment services for minority popu-
lations. The budget also proposes to pro-
vide an additional $50 million to address
HIV and AIDS issues in minority commu-
nities.

e Providing quality health care to Native

Americans: The budget proposes a four-
pronged funding strategy for the Indian
Health Service (IHS), which includes: 1)
increased resources; 2) a coordinated effort
to ensure that HHS health grants provide
assistance to Native Americans; 3) review
of reimbursements from Medicaid and
Medicare; and 4) increased vigilance to en-
sure that Federal funds are used properly.

The budget proposes a $170 million in-
crease for IHS. This eight-percent increase
will allow IHS to finance an additional
34,000 breast cancer screening
mammographies for Native American
women between ages 50 and 69, create
44 new dental unit teams to provide an
additional 25,000 dental visits, reduce in-
cidence of complications related to chronic
diseases such as diabetes and enable ap-
proximately 130 new community-based
public health nurses to provide outreach
activities, including home visitations, well-
child examinations, immunizations, pre-
natal care, health fairs, follow-up visits,
and missed clinical appointments. The
budget also supports the continuation of
the construction of two health care facili-
ties (Fort Defiance and Parker Health
Clinic). From 1998 to 2000, IHS expects
to collect an additional $82 million in re-
imbursements due to Medicaid and Medi-
care collection rate increases.

Increasing Federal support for improving
the mental health of all Americans: The
budget provides a $5 million, 19-percent,
increase for the Projects for Assistance in
Transition from Homelessness (PATH)
program, which provides much-needed
supportive services to persons with a men-
tal illness who are homeless. In addition
to increasing funding for this vulnerable
population, the budget provides a $70 mil-
lion, or 24-percent, increase for the Mental
Health Block Grant, which provides inte-
gral support to States for services for peo-
ple with mental illness.

Expanding anti-substance abuse activities:
The budget includes an $85 million in-
crease for anti-substance abuse activities.
These new funds continue the Administra-
tion’s commitment to expand substance
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abuse treatment for hundreds of thou-
sands of high-risk youth, families moving
from welfare-to-work, and other under-
served Americans. To help communities
address gaps in substance abuse treat-
ment for emerging areas of need, the
budget proposes $110 million for Treat-
ment Targeted Capacity Expansion grants.
This proposed funding level is double the
1999 funding level and, with additional
funding for the Substance Abuse Block
Grant, will provide treatment for another
21,000 individuals.

Improving asthma treatment for low-in-
come children: The budget proposes $50
million in demonstration grants to States
test innovative asthma disease manage-
ment techniques for children enrolled in
Medicaid to help these children receive the
most appropriate care, and keep their
asthma in check. To judge the success of
the project in improving asthmatic chil-
dren’s quality of life, participating States
will measure the program’s success in
averting asthma-related crises—such as
decreased emergency room visits and hos-
pital stays. To complement these efforts,
the budget provides $23 million for the
Environmental Protection Agency's (EPA)
childhood asthma initiative for education
and outreach, research, and expansion of
EPA’'s outdoor pollution air monitoring
network.

Creating superior public health surveil-
lance: The budget proposes $64 million to
begin development and implementation of
a new National Electronic Disease Surveil-
lance Initiative at the Centers for Disease
Control (CDC). A standardized national
system to collect and analyze epidemiolog-
ical information on the occurrence of com-
municable diseases is a critical missing
link in the Nation’s public health infra-
structure, and will help address problems
such as the emergence of the drug-resist-
ant bacteria—so called superbugs—as well
as food safety and bioterrorism.

Supporting a strong FDA: The budget pro-
poses an increase of 17 percent, or $190
million, over the 1999 level for FDA to:
1) ensure the timely review of important
drugs, medical devices, and food additives;

2) expand inspection coverage of facilities
under their jurisdiction (e.g., registered
blood banks); and 3) improve the quality
of information on injuries and product de-
fects associated with FDA-regulated prod-
ucts.

Improving public health’s response to bio-
terrorism threats: The budget proposes a
$71 million, or 45-percent, increase for
medical and public health response and
preparedness related to potential terrorist
use of biological and chemical weapons. At
this level, HHS will expand research and
development activities on potential biologi-
cal and chemical terrorist agents, includ-
ing research on smallpox and anthrax vac-
cines and therapeutics and expedited regu-
latory review to facilitate these activities.
This increase will improve public health
surveillance of these threats and expand
epidemiological and laboratory capacities
to address such incidents, at the national,
State and local levels. The proposed in-
crease would also support 25 new local
health care response systems (Metropoli-
tan Medical Response Systems). These
funds will be in addition to investments
in the Departments of Defense and Jus-
tice.

Enhancing food safety: The budget in-
creases funding by $72 million, or 24 per-
cent, over the 1999 level for the Adminis-
tration’s inter-agency food safety initiative.
The additional funds would increase the
frequency of inspections of high-risk do-
mestic establishments, double inspections
and evaluations of foreign food establish-
ments, improve science-based inspections
of meat and poultry plants, and expand
food safety research, risk assessment, edu-
cation and surveillance activities. In 1998,
the President established the Council on
Food Safety to develop a comprehensive
strategy for Federal food safety activities,
including coordinating research efforts and
budget submissions among the various
food safety agencies.

Promoting childhood immunizations: The
budget proposes $1.1 billion for the Child-
hood Immunizations Initiative, including
the Vaccines for Children program and
CDC's discretionary immunization pro-
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gram. As a result of the Administration’s
Childhood Immunization Initiative, the
Nation exceeded its childhood vaccination
goals for 1997, with 90 percent or more
of America’s toddlers receiving each basic
childhood vaccine. The incidence of vac-
cine-preventable diseases among children,
such as diphtheria, tetanus, measles, and
polio, are at all-time lows. The budget also
includes $83 million to eradicate polio—
preventable through immunization
throughout the world.

Promoting full participation in the Women,
Infants, and Children (WIC) program: Last
year, WIC reached over 7.4 million low-
income women, infants, and children, pro-
viding nutrition assistance, nutrition edu-
cation and counseling, and health and im-
munization referrals. WIC also provides
prenatal care, which reduces premature
birth and infant death. Due in large part
to expansion during this Administration,
participation has grown by 30 percent, and
the program now helps half of America’s
infants. The budget proposes $4.1 billion
to serve 7.5 million people through 2000
and fulfills the President’s goal of full par-
ticipation, making sure that all who are
eligible take part in WIC.

Ensuring continued educational excellence
in the Nation’s children’s hospitals: The
budget proposes $40 million to support
graduate medical education at free-stand-
ing children’s hospitals. Children’s hos-
pitals play an essential role in the edu-
cation of the Nation’s physicians, training
25 percent of all pediatricians and over
half of many pediatric subspecialties.

Enhancing family planning: Publicly sub-
sidized family planning services help
women prevent over a million unintended
pregnancies each year. The budget pro-
vides a $25 million increase, to $240 mil-
lion, to support over 4,400 family planning
clinics, which make up a national network
providing these services to low-income
women. The budget also includes $50 mil-
lion in mandatory funding for States to
conduct abstinence education projects to
help reduce unintended pregnancies.

Providing contraceptive coverage in the
Federal Employees Health Benefits Pro-

gram (FEHBP): The budget continues the
policy of providing the health care cov-
erage necessary for Federal employees, an-
nuitants, and their families to reduce un-
wanted pregnancies and the need for abor-
tions. The budget proposes to continue the
requirement, enacted in the 1999 Omnibus
Consolidated and Emergency Supple-
mental Appropriations Act, that health
plans in FEHBP offer the full range of
contraceptive options.

* Improving health care quality: The budget
proposes a $35 million, or 21-percent, in-
crease for the health care quality activities
of the Agency for Health Care Policy and
Research to enhance knowledge about how
best to measure and improve the outcomes
and quality of medical services and expand
information on new priority health issues
(e.g., vulnerable populations, the impact of
managed care, pharmaceuticals research
and other activities).

e Caring for veterans: Continuing its com-
mitment to veterans programs, the Admin-
istration proposes $18.1 billion, including
an expected $749 million in medical care
collections, for the Department of Veterans
Affairs health system. This funding will
support such initiatives as testing and
treating Hepatitis C, smoking cessation,
and emergency care for high-priority veter-
ans.

Improving the Fiscal Integrity of
Medicare and Medicaid

The budget proposes improvements to Medi-
care and Medicaid to improve the efficacy
and strength of these programs.

Strengthening Medicare Program Integ-
rity: The budget includes several policies that
would reduce Medicare fraud, abuse, and over-
payment. Since 1993, the Administration’s ef-
forts to combat fraud and abuse in Medicare
have increased prosecutions for health care
fraud by over 60 percent, increased convictions
by 40 percent, and saved billions of dollars
in health care claims. The budget proposes ef-
forts to strengthen our commitment to elimi-
nate fraud and abuse, ensure that Medicare
payments to hospitals and other providers are
reasonable, and promote competitive pricing.
In addition, the budget will expand the Cen-
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ters of Excellence program, eliminate overpay-
ments that facilities receive for drugs used to
treat anemia, reform outpatient mental health
benefits, and require insurance companies to
provide information that will ensure that pri-
vate insurers pay claims for which they are
legally responsible.

Maintaining Fiscal Responsibility in
Medicaid Administrative Cost Allocation:
The budget treats shared Medicaid and Tem-
porary Assistance for Needy Families (TANF)
administrative costs similar to the way the Ag-
ricultural Research Act of 1998 addressed com-
mon Food Stamp and TANF costs. The budget
proposes a State-by-State approach that gives
States flexibility in the use of TANF block
grant funds.

Improving Medicare Managed Care: In
1998, 99 managed care plans chose not to
renew their Medicare contracts, leaving about
50,000 beneficiaries without a managed care
option. While these decisions affected less than
one percent of Medicare managed care enroll-
ees, they caused severe difficulty for many of
these beneficiaries. The budget includes a set
of proposals designed to ensure that sufficient
options remain available to Medicare bene-
ficiaries. First, the budget would help both el-

derly and disabled beneficiaries whose plans
leave the program by providing earlier notifica-
tion and broadening their access to Medigap
coverage. The budget also proposes to reduce
administrative burden on health plans by eas-
ing various reporting requirements; to extend
plan coverage proposal deadlines and stream-
line other rules; and to stabilize plan revenue
by phasing-in payment adjustments for enroll-
ees’ health status.

Strengthening HCFA Management Ca-
pacity: HCFA faces the formidable challenge
of modernizing a massive administrative infra-
structure, meeting pressing statutory dead-
lines for program change, and, perhaps most
importantly, by being highly responsive to its
customers. The budget outlines a continuing
management reform process that will increase
HCFA's flexibility to adapt to the changing
health care market while also increasing ac-
countability. This process includes: 1) manage-
ment flexibilities; 2) increased accountability;
3) program flexibilities; 4) structural reforms;
and 5) contractor reform. In addition, the Ad-
ministration will explore ways to stabilize
HCFA's funding sources. (See Section IV, “Im-
proving Performance through Better Manage-
ment,” for details on these management re-
forms.)
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“Every time we have taken a sensible, reasoned, but strong step to protect the environment, we
have actually increased the diversity of our economy, the breadth and width of it, and increased
jobs and strengthened the long-term economic prospects of our country. That is the lesson the
whole world has to embrace now. We can only sustain economic growth if we can improve the en-
vironment ... if we can build a balanced future together.”

President Clinton
April 1998

From the start, it has been a guiding
principle of this Administration that the Na-
tion does not have to choose between a
strong economy and a clean environment.
The progress of the past six years is the
proof. Today our economy is the strongest—
and our environment the cleanest—in a gen-
eration. The air is better, drinking water
safer, and polluted toxic waste sites fewer,
while our economy flourishes in ways that
even the most optimistic of forecasters could
not have projected just six years ago.

The Administration has made tremendous
progress in protecting and restoring our envi-
ronment. It has protected or enhanced tens
of millions of acres of public and private
lands including: creating the Grand Staircase-
Escalante National Monument in Utah, which
conserves 1.7 million acres of spectacular
red rock canyonlands and artifacts from three
cultures; protecting Yellowstone National Park
by halting the massive New World Mine
in Montana, which posed a severe environ-
mental threat to Yellowstone’s unique land-
scape and wildlife resources; reaching an
historic agreement, partnering with the State
of California, to purchase the Headwaters
ancient redwood forest in northern California;
and launching an initiative to designate more
than a dozen American Heritage Rivers to
revitalize and preserve both rivers and
riverfronts, and to enhance public appreciation
of the value of our rivers.

In its efforts to make day-to-day life safer
for children and families, the Administration
has helped set tough new clean air standards
for soot and smog that will prevent up

to 15,000 premature deaths a year and
improve the lives of millions of Americans
who suffer from respiratory illnesses. The
President signed legislation to strengthen food
and water safety, so American families will
know their children have safe food to eat
and have healthy and clean tap water to
drink. The Administration has also greatly
accelerated the pace of cleaning up Superfund
hazardous waste sites, completing nearly three
times as many in the past six years as
were completed in the previous twelve. The
United States has negotiated an international
treaty, the Kyoto Protocol, to reduce green-
house gas emissions, which contribute to
global warming, in an environmentally strong
and economically sound way.

As the 21st Century approaches, our contin-
ued prosperity and accompanying population
growth patterns present new challenges that
call for a new conservation ethic—one that
recognizes the intimate connection between
land and livability, and seeks to preserve
natural and open spaces in each community,
within reach of all American families and
their children.

To that end, the budget includes an inter-
agency Lands Legacy initiative that estab-
lishes the Federal Government as a partner
with States and local communities to advance
the preservation of open spaces in every
community. Through support of voluntary
State and local efforts, the Administration
will help address sprawl, air and water
pollution, and other quality of life issues,
while preserving critical habitat and other
ecological values. To accomplish these goals,
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the Administration requests full funding of
the Land and Water Conservation Fund,
which will help to preserve the next generation
of Great Places, conserve open spaces, and
support environmental protection and local
growth management in wurban, suburban,
rural, and coastal areas.

As a complement to the Lands Legacy
initiative, the Administration also proposes
a separate Livability initiative to help commu-
nities maintain growth while preserving a
high quality of life. The Livability initiative
includes a new financing mechanism, Better
America Bonds, to further the creation of
open spaces in urban and suburban areas.
These bonds will provide—through tax benefits
to bondholders—additional funds to States,
Tribes, and cities for land acquisition, reforest-
ation and other restoration, watershed protec-
tion, and brownfields cleanup.

In order to encourage private sector ad-
vances in reducing pollution, the Administra-
tion proposes a new incentive, the Clean
Air Partnership Fund, which will reward
entities making early innovative investments
in technology to reduce air pollution and
greenhouse gas emissions. To address global
warming, the Administration also is proposing
a $730 million increase for the Climate
Change Technology Initiative, including re-
search and development spending for energy
efficiency and renewable energy, and tax
credits for the purchase of energy-efficient
cars, homes, and appliances.

The budget is designed to build on the
successes of the past and to meet the chal-
lenges of the future by responding to the
public's devotion to the environment and
capturing the Nation's entrepreneurial spirit.

Approaches for Environmental Success

Protecting Our National Treasures: To
protect Yellowstone National Park, one of the
crown jewels of the National Park System, the
Administration, in August 1998, acquired the
proposed New World Mine in Montana. The
Administration is working with the mine’s
former owner and other parties to complete
the cleanup of contamination at the site from
earlier mining activities. The Administration
is also working with the State of California
and others to acquire the Headwaters Forest

in northern California, the largest privately-
owned stand of ancient redwoods in the United
States. Other important acquisitions underway
include bison winter habitat outside of Yellow-
stone, property on Cumberland Island in Geor-
gia, the Backbone Trail in Santa Monica
Mountains National Recreation Area, lands to
complete the Maine-to-Georgia Appalachian
Trail, and key Civil War battlefield sites.

Providing Safe Drinking Water: Ameri-
ca's drinking water is significantly safer than
five years ago, with 10 million more Americans
receiving water from utilities reporting no vio-
lations of Federal health standards. Currently,
86 percent of this country's tap water fully
meets tough Federal standards. During 1998,
the Administration took further steps to
strengthen public health protection. In August,
the President announced that, under a new
community right-to-know rule, water systems
must give their customers regular reports on
their tap water, including where the water
comes from, whether it meets Federal stand-
ards, and what the health effects are if stand-
ards are violated.

In December, the President announced the
first new health standards issued under the
1996 Safe Drinking Water Act Amendments,
a bipartisan effort to improve public health
protections. Those rules will protect against
cryptosporidium (a microscopic organism that
can contaminate drinking water), other dis-
ease-causing microbes, and potentially harmful
byproducts of the water treatment process.
A 1993 cryptosporidium outbreak in Milwau-
kee sickened 400,000 people, hospitalized 4,000
people, and caused 50 deaths among people
with weakened immune systems.

Restoring Ocean Resources: In June 1998,
at the National Ocean Conference in Monterey,
California, the President and Vice President
launched a series of major initiatives to ex-
plore, protect, and restore America’'s vital
ocean resources. These measures will provide
new scientific insight into the oceans, promote
sustainable use of fisheries and other marine
resources, open new opportunities for jobs and
economic growth, preserve national security
and freedom of the seas, and help preserve
our oceans for all time. At the conference, the
President and Vice President proposed an ad-
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ditional $224 million through 2002 to fund
these efforts, which the budget supports.

Preserving Our Rivers: In July 1998,
President Clinton designated 14 rivers as
American Heritage Rivers. This followed a
commitment in his 1997 State of the Union
address to help communities revitalize their
rivers and the banks along them—the streets,
the historic buildings, the natural habitats, the
parks—to help celebrate their history and
their heritage. American Heritage Rivers is an
umbrella initiative designed to use the Federal
Government's many resources more effectively.
The initiative creates no new regulatory re-
guirements. Environmental, economic, and so-
cial concerns will be addressed through plans
designed and implemented by local commu-
nities.

Restoring the Everglades: The budget sup-
ports the continued Federal, State, local, and
Tribal efforts to implement the South Florida
ecosystem restoration project, authorized in
the 1996 Water Resources Development Act.
In 1999, the Army Corps of Engineers will
complete the Central and Southern Florida
Comprehensive Review Study (the Restudy),
providing long-term direction for the Ever-
glades effort—the most extensive ecosystem

restoration effort ever undertaken in the
United States.
The Army Corps of Engineers released

a draft of its Restudy in October 1998,
developed by a team of more than 160
people from 30 different Federal, State, Tribal,
and other entities. It proposes a comprehensive
solution that would: store water for critical
uses; manage water to improve the timing
and quantity of flows to the Everglades;
and create wetlands to filter runoff. Imple-
menting the plan will cost an estimated
$7.8 billion over the next 20 years, with
the Federal Government and south Florida
each paying half.

Along with better water flows and water
management, the budget recognizes the need
for scientific guidance and land acquisition
to restore the Everglades’ hydrologic functions.
Key land acquisitions include tracts north
of the Everglades National Park and prop-
erties along the East Coast buffer. The budget
proposes $312 million for the Army Corps
of Engineers, Department of the Interior,

and other agencies—35 percent more than
Congress approved in 1999—for the Ever-
glades effort.

Rehabilitating the Presidio: Using inno-
vative authorities, the Presidio Trust has
begun to rehabilitate and lease hundreds of
unused buildings in the Presidio of San Fran-
cisco, once a military base and now within a
national park. The Trust will restore these
houses and offices and lease them to families
and businesses. To cut taxpayer costs, the
budget proposes that the Presidio Trust borrow
$20 million from the Treasury in 2000 to fund
these improvements, and repay the money
through future lease receipts.

Improving Park Management: Recent re-
forms are helping agencies manage national
parks and other Federal lands more efficiently.
Recreation fee receipts are now retained by
land management agencies, giving visitors a
chance to see how their money is being spent
and allowing agencies to address unmet needs.
As a result, revenues from fees have nearly
doubled from $93 million in 1996 to $180 mil-
lion in 1998. Parks also have stronger incen-
tives to improve concessions management, now
that they can retain concession fees and open
new contracts up for more competitive bidding.
The National Park Service is also reforming
its facility maintenance and construction pro-
grams to target funds at top priority projects
that have been selected using solid cost esti-
mates and measurable ranking criteria.

Protecting Roadless Areas and Improv-
ing the Forest Road System: The 73 million
acres without roads in our national forests
have outstanding ecological, aesthetic, and so-
cial value. They are often the refuge of last
resort for rare species and the source areas
of municipal water supplies. The Forest Serv-
ice will soon implement a moratorium on new
road construction in roadless areas to meet
public access needs in an ecologically sensitive
manner, and ensure that we protect these crit-
ical areas for future generations. At the same
time, the extensive Forest Service road system
is rapidly eroding—risking public safety and
contributing to environmental damage in some
national forests. The budget proposes $359
million, a 28-percent increase over the 1999
level, for investments in road maintenance and
reconstruction, road closures and obliteration,
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and watershed improvements that are criti-
cally important to salmon, water quality, and
other resource management goals. In addition,
the budget reproposes a stable payment to
counties that is not linked to timber harvest
volume.

Targeting the Conservation Reserve Pro-
gram (CRP): This Department of Agriculture
(USDA) program enables landowners to estab-
lish long-term conservation practices on erod-
ible and environmentally sensitive land in ex-
change for 10 to 15 years of rental payments.
In 1998, 18.8 million acres of the most environ-
mentally beneficial acres bid were accepted
into the CRP, bringing total CRP enrollment
to 30.3 million acres. Within the CRP, the Con-
servation Reserve Enhancement Program
(CREP) is a new program that addresses con-
servation issues of State and national signifi-
cance through cost-sharing and targeting of
Federal and State funds. Each CREP agree-
ment outlines a monitoring and restoration
plan to help meet the State’s specific conserva-
tion goals. By 1999, six States (Oregon, Wash-
ington, Maryland, Illinois, Minnesota, and
New York) had signed CREP cost-sharing
agreements totaling about 500,000 acres and
$1.2 billion over several years. USDA esti-
mates that 25 States will have CREP agree-
ments by the end of 2000.

Empowering Citizens with Knowledge: In
the past five years, the President has empow-
ered citizens with new knowledge about the
chemicals being released into their commu-
nities and has created new partnerships with
industry to find cleaner manufacturing proc-
esses. On Earth Day 1998, the Administration
took another bold step to defend communities’
right to know, announcing measures to make
information about dangerous chemicals more
widely available and more meaningful to fami-
lies and communities. Known as the Chemi-
cal Right-to-Know Initiative, these measures
will ensure that the public has basic public
health data for industrial chemicals released
in communities, via an unprecedented volun-
tary partnership with industry. Companies
will voluntarily test the human health and en-
vironmental effects of the chemicals they man-
ufacture. Testing of the 2,800 most widely used
chemicals should be completed by 2004.

Reducing Air Pollution: In September
1998, the Environmental Protection Agency
(EPA) finalized rules to reduce smog-causing
emissions of nitrogen oxides (NOx) by 28 per-
cent in 22 eastern States and the District of
Columbia. EPA projects that these regional
NOx reductions will allow the vast majority
of areas in these States to meet EPA’'s new
public health smog standard without having
to implement any additional costly controls.
This is a key component of the effort by EPA
and the States to protect downwind States
from smog and smog-causing emissions that
cross their borders from other States. Even
upwind, States can achieve significant clean
air benefits for their local communities. Con-
sistent with the President’'s July 1997 imple-
mentation memorandum for new smog and
fine particle standards, EPA gives States flexi-
bility to decide how reductions are to be
achieved, and also recommends that reductions
be achieved cost-effectively. To ensure that the
reductions are as cost-effective as possible,
EPA will work with States to encourage the
development of a market-based emissions-trad-
ing system. A similar market-based trading
program already in effect has proven success-
ful in allowing power plants to trade sulfur
dioxide credits to control acid rain.

Cleaning Up Toxic Waste Sites: EPA’s
Superfund program to clean up abandoned
hazardous waste sites has become faster, fair-
er, and less expensive. Of the 585 sites cleaned
up through the end of 1998, 430 sites were
cleaned up since the Administration took office
in 1993, while only 155 sites had been cleaned
up during the previous 12 years. The Adminis-
tration proposes to clean up another 340 sites
within the next four years, meaning that about
two-thirds, or 925, of the Nation’'s worst toxic
waste dumps would be cleaned by the end of
2002 (see Chart 6-1). EPA’s administrative re-
forms to the program have saved more than
$1 billion in future costs by updating cleanup
remedy decisions at more than 210 sites, while
streamlining the liability allocation process to
reach settlement with more than 18,000 small
parties at Superfund sites. The budget pro-
poses $1.5 billion to continue progress toward
achieving the 900-site cleanup goal in 2002.
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Redeveloping Contaminated Land: The
Brownfields National Partnership is bringing
together the resources of more than 20 Federal
agencies to clean up and redevelop former in-
dustrial sites in economically disadvantaged
areas. The initial two-year investment of $300
million is expected to leverage $5 billion to
$28 billion in private investment, help create
up to 196,000 new jobs, and help preserve ex-
isting uses in thousands of acres of undevel-
oped land. The brownfields tax incentive, en-
acted as part of the 1997 Taxpayer Relief Act,
will leverage another $4 billion in private in-
vestment by allowing businesses to deduct cer-
tain clean up costs on environmentally con-
taminated lands. The Administration proposes
to extend this tax incentive, which otherwise
expires at the end of 2000.

Making the Endangered Species Act
(ESA) Work: Administration reforms have im-
proved the way the ESA works. Habitat Con-
servation Plans (HCPs) give State, local, and
Tribal governments and the private sector the
flexibility to protect endangered species and

conserve habitat, while allowing for develop-
ment. HCPs will cover an estimated 250 spe-
cies by the end of 1999. The Administration
is also providing earlier protection for at-risk
species, to prevent having to list them as en-
dangered later on. For instance, in 1998 the
Federal Government entered into 40 Can-
didate Conservation Agreements with private
landowners or State and local governments.
These and other efforts allowed 11 species to
be approved for removal from the Candidate
list.

Improving Rangeland Management: In-
terior's Bureau of Land Management (BLM)
is reforming and improving rangeland manage-
ment by implementing regional and local
standards and guidelines to establish the con-
dition, health, and uses of lands it administers
for grazing. The new standards and guidelines
have been developed in concert with innovative
consensus-building Resource Advisory Councils
(RAC) comprising local ranchers, recreation-
ists, and experts in land management. Almost
4,500 grazing permits on BLM lands are expir-
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ing and will be evaluated in 1999. Those per-
mits will be evaluated based on the new RAC
standards and guidelines, and renewed per-
mits will use the new standards to evaluate
rangeland health and grazing capacity.

Environmental and Natural Resource
Investments

The budget proposes to boost funding for
high-priority environmental and natural re-
sources programs by five percent, compared
to 1999 levels (see Table 6-1).

Preserving Great Places and Green
Spaces, and Promoting Smart Growth: As
we approach a new century, our Nation faces
new challenges to preserving the natural herit-
age and green spaces that Americans have
come to treasure. The budget proposes a new
$1 billion Lands Legacy initiative (see Chart
6—2), supported by full funding from the Land
and Water Conservation Fund's dedicated Fed-
eral Outer Continental Shelf (OCS) revenues,
to protect Great Places and provide the tools
for States, localities, Tribes, and land trusts
to plan for smart growth and open space pres-
ervation. This initiative provides funding for
States and other entities to conserve important
lands for recreation, open space and wildlife
habitat, plus the preservation of forests, farm-
land, and coastal areas.

The initiative provides $442 million for
Federal land acquisition, preserving the next
generation of Great Places, including national
parks, national forests, refuges, and coastal
areas with flexibility to use this funding
to cost share non-Federal land conservation.
It also will provide $588 million targeted
to State, local, and Tribal governments for
land conservation, resources protection, and
planning. This includes $150 million in grants
to promote open space acquisition; habitat
conservation; and protection of coastal areas,
forest lands, urban and suburban parks and
greenways, riparian areas, and wetlands. A
new $50 million program to support State
and Tribal planning for smart growth will
be coordinated with similar activities being
proposed under the Livability initiative. The
Lands Legacy proposal also provides $382
million for other programs to help private
landowners and municipalities continue devel-
opment while protecting endangered species,

preserving farmlands and forests, and provid-
ing urban green space.

Better America Bonds: As an additional
feature of the Livability initiative, the Admin-
istration is proposing a new financing tool to
preserve green space for future generations
and provide attractive settings for economic
development, which will generate $9.5 billion
for investments by State, local and Tribal gov-
ernments over five years. The budget proposes
tax credits, totaling almost $700 million over
five years, to support Better America Bonds,
which can be used to preserve green space,
create or restore urban parks, protect water
quality, and clean up brownfields. The pro-
gram will be administered jointly by EPA and
the Department of the Treasury, in consulta-
tion with other agencies.

Recovering Pacific Coastal Salmon: The
budget proposes a broad interdepartmental Pa-
cific Coastal Salmon Recovery Initiative to bol-
ster and deploy existing and new Federal capa-
bilities to assist in the conservation and recov-
ery of at-risk Pacific salmon runs in the west-
ern States of California, Oregon, Washington,
and Alaska. This new initiative responds to
the proposed listings of these runs under the
ESA by forming lasting partnerships with
State, local, and Tribal efforts for saving Pa-
cific salmon and their important habitats. The
initiative has four main components:

* A proposed $100 million Pacific Coastal
Salmon Recovery fund to help share the
costs of State, Tribal, and local conser-
vation initiatives in California, Oregon,
Washington, and Alaska. The fund would
be administered through Commerce’'s Na-
tional Oceanic and Atmospheric Adminis-
tration, with grants matched dollar-for-
dollar with non-Federal contributions.

* Improved coordination of Federal activities
that may affect salmon and their habitat,
to ensure that Federal agencies and activi-
ties are part of a lasting solution.

» Better access to the extensive Federal sci-
entific capabilities to ensure a broad and
solid science foundation upon which to
construct a lasting recovery effort.
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Table 6-1. HIGH-PRIORITY ENVIRONMENTAL AND NATURAL RESOURCES PROGRAMS

(Budget authority unless otherwise noted; dollar amounts in millions)

Dollar Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to
2000 2000
Lands Legacy Initiative (LWCF-DOI, USDA, NOAA)1 ................................ 386 459 1,030 +571 +124%
Salmon Habitat Restoration:
Pacific Coastal Salmon Recovery (NOAA) ... 100 +100 NA
Columbia/Snake River (Corps) 100 +5 +5%
Climate Change Technology Initiative (DOE, EPA, USDA, DOC, HUD): 819 1,021 1,751 +730 +71%
Spending (819) (1,021) (1,368) (+347) (+34%)
Tax Incentives .... (383) (+383) (NA)
Clean Water Action Plan (EPA, USDA, DOI, NOAA, COrpsS) ....ccccceveurriueenns 1,436 1,643 1,975 +332 +20%
Department of Transportation (DOT):
Congestion Mitigation and Air Quality (CMAQ) 700 1,408 1,770 +362 +26%
Environmental Enhancements 360 553 566 +13 +2%
Endangered Species ACt (DOI/NOAA) ..ot 107 129 181 +52 +40%
Department of the Interior (DOI):.
National Park Service Operating Program 1,246 1,286 1,390 +104 +8%
Bureau of Land Management Operating Program 681 716 743 +27 +4%
Fish and Wildlife Service Operating Program 595 661 724 +63 +10%
Subtotal, DOI (SeleCt Programs) .........ccoeeoceereeiiienieeee e 2,522 2,663 2,857 +194 +7%
Department of Agriculture (USDA):
Forest Service Operating Program 1,514 1,595 1,652 +57 +4%
Natural Resources Conservation Service Operating Program 632 641 681 +40 +6%
Water/Wastewater Grants and Loans? 577 645 570 -75 -12%
Wetlands Reserve Program (mandatory) .. 231 132 209 +77 +58%
Conservation Reserve Program (mandatory) ............ 1,760 1,576 1,597 +21 +1%
Environmental Quality Incentives Program (mandatory) 200 174 300 +126 +72%
Subtotal, USDA (Select programs) 4,914 4,763 5,009 +246 +5%
Environmental Protection Agency (EPA
Operating Program ... 3,330 3,491 3,682 +191 +5%
Clean Air Partnership FUNG ... e e 200 +200 NA
Subtotal, All EPA (includes Superfund mandatory spending ) ............ 7,363 7,590 7,407 -183 2%
Department of Energy (DOE):
Energy Conservation and Efficiency (gross) .... 612 692 838 +146 +21%
Solar and Renewable Energy R&D (net) 272 336 399 +63 +19%
Federal Facilities Cleanup (Environmental Management Program) ............ 5,862 5,830 5,939 +109 +2%
Subtotal, DOE (SeleCt Programs) .........ccceoveririeerieriesienienieeeeneseeneesienes 6,746 6,858 7,176 +318 +5%
Department of Defense (DOD):
Cleanup 2,140 1,962 1,972 +10 +1%
Environmental Compliance/Pollution Prevention/Conservation .... 2,466 2,434 2,199 -235 -10%
Subtotal, DOD (SeleCt Programs) ........ccccceeueeieeiieerieeiee e 4,606 4,396 4,171 -225 5%
National Oceanic and Atmospheric Administration (NOAA):
Fisheries and Protected Species ... 319 350 395 +45 +13%
Ocean and Coastal Management .. 166 178 246 +68 +38%
Ocean and Atmospheric Research .... 263 275 270 -5 2%
Subtotal, NOAA (SeleCt Programs) ........c.cccoeriiieerereniieneseeee e 748 803 911 +108 +13%
Partnership for a New Generation of Vehicles (DOE, NSF, others) ....... 220 240 264 +24 +10%
U.S. Global Change Research (NASA, DOE, NSF, DOC, USDA, others) ... 1,677 1,681 1,786 +105 +6%
GLOBE—GIobal Environmental Education (NOAA, NASA, EPA, NSF) .. 12 10 13 +3 +30%
Montreal Protocol (State/EPA) . 40 45 55 +10 +22%
Global Environment Facility (Treasury) .. 48 193 143 -50 —26%
Multilateral and Bilateral Assistance (Interna rograms/USAID) 268 309 321 +12 +4%
30,840 32,223 33,929 +1,706 +5%

NA = Not applicable.

L Includes non-LWCF base funding for certain programs—$116 million in 1998; and $130 million in both 1999 and 2000. Excludes $699

million in one-time LWCF 1998 funding.

2The program level (grant budget authority plus loan levels) is projected to be $1.5 billion in 2000; 12-percent higher than in 1999.

2 Includes Superfund orphan share mandatory spending of $200 million in 2000.
“Total adjusted to eliminate double counts and climate change tax incentives.
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Chart 6-2. FULL LWCF FUNDING SUPPORTS
NEW $1 BILLION LANDS LEGACY INITIATIVE
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 Enhancement of Federal, State, Tribal,
and local coordinating capabilities to en-
sure close partnerships in recovery efforts,
and promote efficiencies and effectiveness
in the recovery effort.

This initiative is in addition to ongoing
Columbia and Snake River (Washington, Or-
egon, Idaho) salmon restoration activities,
including $100 million requested for the Army
Corps of Engineers in 2000.

Rewarding Early Pollution Reductions:
The Administration strives to implement envi-
ronmental protection in a common sense, flexi-
ble, and cost-effective manner. The new Clean
Air Partnership Fund will provide the oppor-
tunity for State, local, and Tribal governments
to partner with other parties and the Federal
Government to demonstrate the most creative
ideas for cleaning the air. The Fund will en-
able the development of smart multi-pollutant
strategies that reduce greenhouse gases, air
toxics, soot, and smog to protect our climate
and our health. The President is proposing
$200 million in 2000 for the Fund that will

capitalize revolving funds and other financing
mechanisms to fund projects that achieve inno-
vative and early air pollution and greenhouse
gas emission reductions.

Addressing Global Climate Change
Through Technology: The budget proposes
$1.8 billion for the second year of the Climate
Change Technology Initiative (CCTI), which is
designed to promote energy efficiency, develop
low-carbon energy sources, and reduce green-
house gas emissions. Led by the Department
of Energy (DOE) and EPA, the effort also in-
cludes USDA, HUD, and the National Institute
of Standards and Technology. Of the amount
proposed, $1.4 billion is for R&D spending on
energy efficiency and renewable energy tech-
nologies, and $0.4 billion is for tax credits to
stimulate the adoption of energy efficient tech-
nologies in buildings, industrial processes, ve-
hicles, and power generation.

Implementing the Clean Water Action
Plan (CWAP): The President and Vice Presi-
dent announced the Clean Water Action Plan
(CWAP) last February in honor of the 25th
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anniversary of the Clean Water Act. The Ac-
tion Plan focuses on three remaining chal-
lenges for restoring and protecting the Nation’s
waterways: (1) preventing polluted runoff; (2)
protecting public health; and (3) ensuring com-
munity-based watershed management.

The budget provides $2.0 billion in discre-
tionary funding for the second year of this
multi-agency initiative, a 20-percent increase
over the 1999 level, and a $126 million,
or 72 percent, increase in mandatory funding
for USDA’s Environmental Quality Incentives
Program to help farmers prevent polluted
runoff. The budget also includes increases
for the Forest Service and the Department
of the Interior (DOI) to better address water
quality problems on Federal lands; for DOI
to help States address pollution from aban-
doned mines; USDA to help farmers reduce
polluted runoff from animal feed lots; the
National Oceanic and Atmospheric Adminis-
tration (NOAA) to help States and local
communities protect their coasts from the
pollution that leads to degradation; and the
Army Corps of Engineers to begin a new
riverine ecosystem initiative—Challenge 21—
to plan and implement projects that restore
watersheds while providing flood hazard miti-
gation for communities.

Restoring the California Bay-Delta Wa-
tershed: As part of the CWAP, the budget
proposes $75 million for California Bay-Delta
ecosystem restoration activities, the same level
provided in 1999, and the Administration pro-
poses to extend the funding authorization for
these activities in order to secure the full $430
million authorized in 1996. The budget also
includes $20 million for non-ecosystem compo-
nents of the long-term Bay Delta restoration
program. EPA anticipates that significant
funding in Clean Water Act and Safe Drinking
Water Act program grants provided to Califor-
nia could be used for the water quality portion
of this program.

Enhancing the Stewardship of National
Treasures: The budget provides funding for
the second year of the Facilities Restoration
Initiative (FRI). In 2000, FRI provides an in-
crease of almost $70 million, or five percent,
for maintaining and restoring Bureau of In-
dian Affairs schools, as well as national parks,
forests, refuges and other public lands, which

are the heart of the Nation’s natural, cultural,
and historical legacy. As custodians of these
resources, Federal land management agencies
face growing demands to invest more to restore
lands and rehabilitate an aging infrastructure
of public facilities and trails. These needed in-
vestments protect wildlife habitat, maintain
historic sites, and preserve our many national
treasures like Glacier Bay National Park in
Alaska, Gettysburg in Pennsylvania, and the
Cabo Rojo Salt Flats in Puerto Rico.

Mitigating Air Quality Impacts: As an-
other component of the Livability initiative,
the budget includes $1.8 billion, a 26-percent
increase over the 1999 level, for Transpor-
tation’s Congestion Mitigation and Air Quality
Improvement program, which supports trans-
portation projects to reduce congestion and im-
prove air quality. It is the principal source
of Federal funding directed to address the air
quality impacts of transportation in nonattain-
ment and maintenance areas designated under
the Clean Air Act. Typical projects include
mass transit, high-occupancy vehicle lanes, ve-
hicle inspection and maintenance programs,
and bicycle and pedestrian paths, the majority
of which can be used to help communities pro-
mote smart growth.

Funding the EPA Operating Program:
The budget proposes $3.7 billion, a five-percent

increase over 1999, for EPA's operating
program, which includes most of EPA’s
research, regulatory, and enforcement pro-

grams and partnership grants, with States and
Tribes. The operating program, which has
grown 33 percent during this Administration,
represents the backbone of the Nation’s efforts
to protect public health and the environment
through sound science, standard setting, en-
forcement, and other means, ensuring that our
water is pure, our air clean, and our food safe.

Within the operating program, the budget
fully funds the second year of EPA’s part
of the CCTI ($216 million) and the CWAP
($630 million). The budget also provides a
$29 million increase for children’'s environ-
mental health activities, particularly relating
to asthma and developmental disorders.

Financing Water Quality Infrastructure:
The budget proposes $825 million ($50 million
over 1999) in EPA capitalization grants for
Drinking Water State Revolving Funds (SRFs),
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which make low-interest loans to help munici-
palities meet the requirements of the Safe
Drinking Water Act Amendments. These funds
will help ensure that Americans have a safe,
clean drinking water supply—our first line of
defense in protecting public health. By the end
of 1998, every State had successfully estab-
lished a Drinking Water SRF and begun dis-
bursing loans to its communities.

The budget also proposes $800 million
in capitalization grants to Clean Water SRFs
to help municipalities comply with the Clean
Water Act, thus helping to reduce beach
closures and to keep our waterways safe
and clean. Those levels for the two SRFs
will keep the programs on track toward
achieving the Administration’s goal of provid-
ing sufficient capital for the two SRFs to
offer $2.5 billion a year in financial assistance
to municipalities over the long run. The
Clean Water SRFs are nearing full capitaliza-
tion and are on schedule for reaching that
goal in 2005.

Accelerating Endangered Species Act Ef-
forts: The budget proposes a 40-percent in-
crease, an additional $52 million, for a total
of $181 million, in Interior's Fish and Wildlife
Service and Commerce’s National Marine Fish-
eries Service, for the endangered species pro-
gram. These funds will support the Adminis-
tration’s efforts to encourage private land-
owners to protect species, and recover salmon
in the Pacific Northwest. The Endangered Spe-
cies program increases are designed to encour-
age cooperative partnerships between the Fed-
eral Government and States, localities, Tribes,
and private parties to recover listed species
and prevent the need to list more.

Supporting the Global Environment Fa-
cility (GEF): U.S. participation in the GEF
is a cornerstone of our foreign policy on the
environment. The GEF has become the world’s
leading institution for protecting the global en-
vironment and avoiding economic disruption
from climate change, massive extinction of val-
uable species, and dramatic collapse of the
oceans’ fish population. The $143 million pro-
posal for 2000—Iless than last year’s appropria-
tion of $193 million, which included payment
of United States arrears to the GEF—includes
$107.5 million for the 2000 contribution to the
GEF's second four-year replenishment pro-

gram, from 1999 to 2002, and $35 million for
contributions previously due. U.S. funding for
this program is crucial if the Nation hopes
to continue influencing GEF's policies and
lending strategies.

Providing Multilateral and Bilateral
Environmental Assistance: The budget pro-
poses $321 million for bilateral and multilat-
eral environmental assistance. Bilateral assist-
ance includes U.S. Agency for International
Development (USAID) activities to address
topics such as biodiversity, and implement
USAID’s five-year, $1 billion commitment to
address climate change issues in developing
countries. Multilateral assistance funds U.S.
voluntary contributions to the UN environ-
mental system and other international organi-
zations to address international environmental
activities.

Expanding the Federal Facilities Clean-
up and Compliance: The Federal Govern-
ment continues to address the huge challenge
of cleaning up Federal facilities contaminated
with radioactive or hazardous waste. DOE
faces the most complex and costly problems
from over 40 years of research, production, and
testing of nuclear weapons and reactors. By
the end of 2000, an estimated 76 of the 113
contaminated DOE sites will be cleaned up.

The budget proposes $5.9 billion for DOE's
Environmental Management program, includ-
ing $1.3 billion to clean up quickly and
return excess Federal property to beneficial
use in local communities. The budget also
proposes $228 million to continue to privatize
waste remediation at such sites as the Han-
ford, Washington, Oak Ridge, Tennessee, and
Idaho facilities, for which DOE pays for
the delivery of treated waste that meets
approved specifications. Privatization will help
speed cleanups, reduce health risks, and
cut costs at these sites.

The Department of Defense (DOD), which
operates one of America’s most diverse and
successful environmental programs, is focusing
its efforts on reducing relative risk at its
active and closing installations. As of early
1999, it is conducting studies or cleanups
at nearly 700 military installations and 2,500
formerly-used properties. Moreover, it has
determined that 15,265 sites require no fur-
ther action. DOD also is making progress
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in its compliance and pollution prevention,
conservation, and environmental technology
programs. The budget proposes $4.2 billion
for all DOD environmental activities, an
amount that reflects a commitment to consist-

ent and wise stewardship of DOD lands.
The Administration is committed to making
all current and former DOD property safe
and clean.
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of what today’s investments will yield.

Over the past fifty years our commitment to science has strengthened this country in countless
ways. Scientific research has created vast new industries, millions of jobs, allowed America to
produce the world’s most bountiful food supplies and remarkable tools for fighting disease. Think

President Clinton
June 1998

In the last one hundred years, science
and technology have fundamentally trans-
formed our lives, from the ways we travel
and communicate, to the food we eat; from
the manner in which we learn, to the quality
of our health care and our ability to create
a cleaner environment. The next century
offers new fields of research and innovation
and potential solutions to some of society’s
most pressing challenges. Technological ad-
vances continue to strengthen the ties between
Americans and the rest of the world, enabling
new business endeavors, providing access to
news and information from anywhere on
the globe, and improving cultural understand-
ing. As the forces of innovation and
globalization gain momentum, the 21st Cen-
tury promises to be an era of great opportunity
for the entire world, propelled by new and
remarkable developments.

In the latter half of this century, the
Federal Government has played a critical
role in spurring and sustaining scientific
and technological advances. Among other feats,
Government-sponsored research and develop-
ment put Americans on the moon, explored
the oceans, boosted agricultural productivity,
harnessed the atom, devised more effective
treatments for cancers, found the remains
of lost civilizations, tracked weather patterns
and earthquake faults, created the Internet,
and deciphered the chemistry of life. Numer-
ous studies show technological innovation and
scientific discovery generated at least half
of the Nation's productivity growth over the
last 50 years, created millions of high-skill,
high-wage jobs, and improved the quality
of life in America.

In the last year alone, research and develop-
ment have produced numerous impressive
results, including the first photograph of
a planet outside our own solar system, the
creation of the world’s fastest supercomputer,
the identification of the gene that causes
Parkinson’s Disease, and a host of other
notable achievements.

The future holds even greater possibilities.
Scientists and engineers in many disciplines
are within reach of even more exciting ad-
vances. Building on decades of experimen-
tation and theoretical developments, they will
be able to rely on new and sophisticated
research tools for future discoveries—super-
computers that can make trillions of calcula-
tions in a second, particle accelerators and
electron microscopes that can decipher atoms
and the nature of matter, and space telescopes
that can reach to parts of the universe
previously unexplored. In particular, computa-
tional science—supercomputer modeling of ex-
tremely complex systems such as the global
climate, the human body, and galaxies—
is emerging as a new and significant branch
of research, providing insights not likely
to occur through experimentation or theorizing
alone.

Continued leadership in science and tech-
nology is a cornerstone of the President
and the Vice President’s vision for America.
During the past six years, the Administration
has provided substantial growth for science
and technology programs. The budget
strengthens these vital investments, contribut-
ing to many broader Administration goals
for the economy, education, health care, the
environment, and national defense. The budget
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also takes steps to ensure that everyone—
regardless of economic status, education, loca-
tion, gender, ethnicity or race—can reap the
benefits of technological innovation.

The 2000 Budget maintains the course
established in last year's budget, in which
the President proposed the largest increase
in history for civilian research programs,
plotting a bold course of strategic growth.
This budget proposes funding levels across
a broad range of civilian agencies consistent
with the increases projected in the 1999
Budget. The continuing centerpiece of the
Administration’s commitment to science and
technology is the 21st Century Research Fund,
which provides stability and growth for the
highest priority research programs. The budget
provides $38.1 billion for the Fund—a three-
percent increase above last year. (See Table
7-1 for details on the Fund.)

This budget also reflects an effort to re-
establish an optimum balance between health
care research and other scientific disciplines—
a concern voiced in recent years throughout
the science community. Substantial recent
increases to the National Institutes of Health
(NIH) have advanced the President’'s commit-
ment to increase long-term NIH funding
well ahead of schedule. The budget adds
prudently to the NIH while providing a
seven-percent boost for the National Science
Foundation (NSF), which supports a broad
range of university research in areas other
than health.

A Bold, New Information Technology
Initiative

The budget proposes a bold, new Information
Technology Initiative that will invest in long-
term, fundamental research in computing and
communications, and will increase develop-
ment and purchases of extremely fast super-
computers to support a broad range of civilian
research and development. Long-term informa-
tion technology research will strengthen Amer-
ica’s leadership in an industry that accounts
for one-third of our economic growth, create
high-tech, high-wage jobs, and improve our
quality of life. This research may also lead
to breakthroughs such as: computers that
are easier to use, including by people with
disabilities; high-speed wireless networks that

can bring telemedicine to rural communities;
the successor to the transistor; and software
that is much more dependable and reliable.
High-speed supercomputers will allow sci-
entists and engineers to develop life-saving
drugs more rapidly, provide earlier warnings
for tornadoes and design more fuel efficient,
safer automobiles. The initiative will also
provide for fundamental research that could
lead to major breakthroughs in the next
generation of supercomputers, networks, and
applications—research that, without Federal
support, would not otherwise be funded. Con-
sistent with the Administration’s approach,
the initiative emphasizes the inter-dependency
of scientific disciplines—that innovation in
one field is often made possible by innovations
in other fields. And it lays the groundwork
for a flourishing of the computational sciences
in the 21st Century, and for advances that
will contribute to our health and well-being
in the future. (See Chart 7-1 for information
on computing and communications R&D.)

Science and Technology Themes

Federal investments in science and tech-
nology contribute to the Administration’s eco-
nomic, educational, health, environmental, and
national security goals. The budget proposes
increases for a host of important activities.
(For total Federal R&D funding, see Table
7-2; for science and technology highlights,
see Table 7-3.)

Increasing Total Support for Science
and Technology: The budget proposes $38.1
billion for programs in the 21st Century Re-
search Fund, $1.2 billion, or three percent,
more than in 1999, exceeding last year's pro-
jected increases. The budget provides an in-
creasing share for civilian R&D investments,
which now comprise 51 percent of the total—
a substantial increase from 42 percent in 1993,
in keeping with the Administration’s efforts to
place additional emphasis on civilian R&D ac-
tivities.

Boosting Funding for Basic Research:
The budget proposes $18.2 billion for basic re-
search, an increases of $727 million, or 4.2
percent, over 1999. These investments—the
highest level ever proposed for basic re-
search—reflect the Administration’s commit-
ment to obtaining knowledge that will provide
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Table 7-1. 21st CENTURY RESEARCH FUND
(Budget authority, dollar amounts in millions)
Percent
1993 1998 1999 2000 Change:
Actual Actual Estimate Proposed 1999 to
2000
Health and Human Services:

National Institutes of Health ...........cccccoiiiiiiiiiiiine 10,335 13,648 15,612 15,933 +2%
National Science Foundation .............ccccceiiiiineniieeenne 2,750 3,429 3,672 3,921 +7%
Department of Energy (DOE):

SCIENCE Programs .........cceeiiiiieiiiiie it 3,066 2,468 2,685 2,835

Solar and Renewable R&D ... 249 272 336 399

Energy Conservation R&D .........cccccveiiiiiiiiiiieiiec e 346 457 526 647

DOE TOtal ..oooiiiiiiieeee e 3,661 3,197 3,547 3,881 +9%
National Aeronautics and Space Administration

(NASA):

SPACE SCIBMCE ...eeieiiiiieiiiee ettt 1,770 2,034 2,119 2,197

Earth SCIEBNCE ..ooviiiiiiieieeee e 996 1,417 1,414 1,459

Advanced Space Transportation 115 417 423 254

Aeronautics ........cccceeevreriiierennnns 769 920 786 620

Life and Microgravity Sciences 195 214 264 256

NASA Total ..o 3,845 5,002 5,006 4,786 —4%
Department of Defense (DOD):
Basic RESEArCh .........ccceiiiiiiiiiiicic e 1,314 1,012 1,108 1,113
Applied Research . 3,549 2,910 3,151 2,956
DOD TOAl ..eeiiiiiiiiiiee e 4,863 3,922 4,259 4,069 —4%
Department of Agriculture (USDA):

CSREES Research and Education® ............ccccceevevevrenee. 433 430 476 475

Economic Research Service ........ccccociviiiiiiiiiniiiecnieeee 59 54 54 56

Agricultural Research Service .........ccccccooviiieniiiiienienns 661 745 809 837

Forest Service Research .........coccoieiiiiiiniceeieeee 183 188 197 235

USDA Total ..ot 1,336 1,417 1,536 1,603 +6%
Department of Commerce:
Oceanic and Atmospheric Research ........c..ccccocoviiiiene. 202 278 287 283
National Institutes of Standards and Technology? ........ 364 565 540 635
Commerce Total ......cccooiiiiiiiiiie e 566 843 827 918 +11%
Department of the Interior: U.S. Geological Survey 579 759 798 838 +5%
Environmental Protection Agency (EPA):
Office of Research and Development. ...... 517 573 562 535
Climate Change Technology programs ........cc.cccceceviiiiis eoveenieeenne. 90 109 216
EPA TOtal oo 517 663 671 751 +12%
Department of Veterans Affairs: Medical Research 232 272 316 316 e
Department of Education: Research programs ......... 117 196 210 265 +26%
Department of Transportation (DOT):
Highway Research .........cccccociiiiiiiiiicniicc e 310 288 338 661
Aviation Research 230 199 150 173
DOT TOTAI ..eeiiiiiiiiieeee e 540 487 488 834 +71%
21st Century Research Fund ...........cccocceviiiiiiiiniicen. 29,341 33,835 36,942 38,115 3%

1 Does not include funds proposed for the recently authorized Integrated Research, Education, and Extension Competitive
Grants Program, a portion of which would be used for R&D activities.

2Does not include the Manufacturing Extension Partnership.
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BUDGET AUTHORITY IN MILLIONS OF DOLLARS

Chart 7-1. COMPUTING AND COMMUNICATIONS
RESEARCH AND DEVELOPMENT
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future economic and social benefits and im-
prove our ability to meet economic needs with-
out adversely affecting health and the environ-
ment (see Chart 7-2).

Strengthening  University-Based  Re-
search: University-based research is key to
America’s future. While fostering innovation
and expanding the scientific frontier, univer-
sity-based research also trains the next gen-
eration of scientists and engineers. The budget
proposes $15.5 billion, an increase of $353 mil-
lion over 1999.

Protecting Human Health: The budget re-
flects the Administration’s continued focus on
R&D to protect human health. It funds re-
search programs at NIH that have made the
United States the world's leader in medical
research. It also supports the development of
an AIDS vaccine, the fight against emerging
infectious diseases, research on cancer and dia-
betes, efforts to reduce the demand for illicit
drugs, and a food safety initiative.

Investing in Innovation to Create New
Jobs and Industries: Many of the new pri-
vate-sector jobs created under this Administra-
tion have been high-tech, high-wage jobs in
industries like biotechnology and computing.
The budget maintains a strong investment in
technology to foster these high-priority, civilian
science and technology industries and jobs.
The budget continues funding for the Depart-
ment of Commerce’s Advanced Technology Pro-
gram and Manufacturing Extension Partner-
ships to help firms develop and adopt modern
technologies.

Investing in Environmental Research:
The budget supports vital research on safe and
clean food, air, and water, and on ecosystem
management, biological diversity, climate
change, natural disasters, energy efficiency,
and renewable energy. These investments pro-
vide a scientific basis for developing cost-effec-
tive environmental policies, produce the knowl-
edge base for citizens to make wise environ-
mental decisions, and enable better approaches
to environmental protection. The budget pro-
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Table 7-2. RESEARCH AND DEVELOPMENT INVESTMENTS
(Budget authority, dollar amounts in millions)
Percent Percent
1993 1998 1999 2000 Change: Change:
Actual Actual Estimate Proposed 1999 to 1993 to
2000 2000
Funding by Agency:
DEfENSE ...eiiiiiiieese e 38,898 37,568 37,204 35,064 —6% -10%
Health and Human Services .........c.ccccovvvennen. 10,472 13,860 15,792 15,984 +1% +53%
National Aeronautics and Space Administra-

THON Lo 8,873 9,753 9,714 9,771 +1% +10%
Energy 6,896 6,483 7,240 7,465 +3% +8%
National Science Foundation ... 2,012 2,528 2,721 2,934 +8% +46%
Agriculture .......ccccoeeiiiiiiiiennn. 1,467 1,561 1,796 1,718 —4% +17%
Commerce ............ 793 1,091 1,075 1,162 +8% +47%
Transportation ..... 613 859 891 1,230 +38% +101%
INTEIION oot 649 472 517 590 +14% —-9%
Environmental Protection Agency .................. 511 636 669 645 —4% +26%
Veterans Affairs 253 587 674 663 2%  +162%
Other .o 1,055 928 974 1,016 +4% —4%
TOTAl oo 72,492 76,326 79,267 78,242 -1% +8%
Total, without Defense development .............. 36,966 41,779 45,140 46,256 +2% +25%

Funding by R&D Type:
Basic Research ..........ccccoooviiiiniiiiienieee, 13,362 15,658 17,499 18,226 +4% +36%
Applied Research . 13,608 15,144 16,134 16,169 .............. +19%
Development ........ 42,795 42,721 42,490 40,799 —4% —5%
EqUIpMent ..o 1 994 977 1,063 +9% NA
FaCilities ......ccooviiiiiiiiiecc e 2,727 1,809 2,167 1,985 —8% +12%
TOAl i 72,492 76,326 79,267 78,242 -1% +8%
Total, without Defense development .............. 36,966 41,779 45,140 46,256 +2% +25%
Funding by Civilian Theme:
Basic Research ..........ccccooiiiiiiiiiieiieeseenn, 11,951 14,592 16,341 17,074 +4% +43%
Applied Research . 9,130 10,936 11,603 11,598 .............. +27%
Development ........cccccceeeeiiieiiin e 7,269 8,174 8,363 8,813 +5% +21%
EQUIPMENT ..o o 656 650 748 +15% NA
FaCilities ....cccovveeiiieiiieee e 1,979 1,398 1,672 1,528 -9% +15%
Subtotal .....oooeiiii 30,329 35,756 38,629 39,761 +3% +31%
Funding by Defense Theme:
Basic Research ..........ccccoooiiiiiiiiiiicnieeseeen, 1,411 1,066 1,158 1,152 -1% -18%
Applied Research . 4,478 4,208 4,531 4,571 +1% +2%
Development ........ 35,526 34,547 34,127 31,986 —6% -10%
Equipment ..... . 338 327 315 —-4% NA
FaCilities ......ccooeviiiiniiicc e 748 411 495 457 -8% +3%
Subtotal ... 42,163 40,570 40,638 38,481 —5% —-9%
Funding by R&D Share:
Defense .. 42,163 40,570 40,638 38,481 -5% -9%
CiIVIlIaNn ..o 30,329 35,756 38,629 39,761 +3% +31%
TOtAl oo 72,492 76,326 79,267 78,242 -1% +8%
Civilian (Percent) ......ccoccoeveveiiiiiee e 42% A47% +49% +51%
R&D Support to Universities .... 11,674 13,693 15,124 15,477 +2% +33%
Merit (Peer) Reviewed R&D Programs ...... NA 23,123 25,542 26,409 +3% NA
NA = Not Applicable.
1 Equipment and facilities data were not collected separately in 1993.
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Table 7-3. SELECTED PROGRAM HIGHLIGHTS
(Budget authority, dollar amounts in millions)
Dollar Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to
2000 2000
National Aeronautics and Space Administration:
International Space Station ...........cccccevieiiieniniieee i, 2,441 2,305 2,483 +178 +8%
Department of Commerce:
Advanced Technology Program ............ccccooienienieenieennns 193 203 239 +36 +18%
National Telecom. and Info. Admin. NIl Grants ............ 20 18 20 +2 +11%
Department of Transportation:
Highway Research and Deployment Initiative ............... 121 162 390 +228 +141%
Intelligent Transportation System Initiative ................. 167 177 271 +94 +53%
National Science and Technology Council Initia-
tives:
High Performance Computing and Communica-
tions:
DEFENSE ..t 220 168 207 +39 +23%
Health and Human Services .........cccccvveviieeeniieeenennn. 98 111 115 +4 +4%
National Aeronautics and Space Administration 120 93 136 +43 +46%
Energy (Civilian programs) .........ccccccceviveeniiieeesnieeennes 115 126 116 -10 -8%
Energy (Defense - Advanced Strategic Computing
INILIALIVE) .ooiiiiiieeie e 374 484 543 +59 +12%
National Science Foundation ... 265 301 314 +13 +4%
COMMENCE .oovieeeiiiiiieee e 20 27 27 et s
Environmental Protection AgenCy .......cccccevvvveervveennns 3 4 A it e
Subtotal 1,215 1,314 1,462 +148 +11%
Information Technology Initiative:
National Science Foundation ...........ccccccciiiiiiiiiiiiiiis cevviieees 146 NA NA
Defense 100 NA NA
Energy 70 NA NA
National Aeronautics and Space Administration ........ ....ccccee evvieeniens 38 NA NA
COMMEICE ittt e et e e 6 NA NA
National Institutes of Health 6 NA NA
SUBTOTAl ..o NA NA 366 NA NA
U.S. Global Change Research Program:
National Aeronautics and Space Administrati ............ 1,210 1,177 1,219 +42 +4%
Energy 106 114 125 +11 +10%
National Science Foundation ............cccccoiiieniiennnnnnn. 167 182 187 +5 +3%
AGFICUITUNE ..o 53 54 88 +34 +63%
Health and Human Services 35 40 A0 i e,
COMIMEICE ..ttt 60 63 70 +7 +11%
INEEIIOL .o 26 27 27 it e
Environmental Protection Agency . 13 17 23 +6 +35%
Smithsonian INStItution .........cccccocoiiiiiiiiiiiiiee e 7 7 T e
SUDLOtAl .ovieiiiiiie e 1,677 1,681 1,786 +105 +6%
Partnership for a New Generation of Vehicles .......... 220 240 264 +24 +10%
Climate Change Techology Initiative .............cccccoe... 819 1,021 1,368 +347 +34%
Integrated Science for Ecosystem Challenges® ........ .o evveennan. 96 NA NA
NA =Not applicable
1 Amount reflects new activities in 2000, but does not include related, ongoing activities in 2000 and prior years.

poses $96 million for Integrated Science for
Ecosystem Challenges (ISEC) to develop an en-
vironmental information infrastructure and
modeling framework to manage and preserve
the Nation’s natural resources. In 2000, ISEC

will address four priority areas: invasive spe-
cies, biodiversity and species decline; harmful
algal blooms, hypoxia and eutrophication;
habitat conservation and ecosystem productiv-
ity; and information management, monitoring,
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and integrated assessments. This research will
allow resource managers to predict and assess
the environmental and economic impacts of
stress on vulnerable ecosystems and will also
provide information to guide public and private
land planning, management, and acquisition.

Investing in a 21st Century Education:
Through the Education Technology Initiative,
the Government is helping to ensure that
America’s classrooms are equipped with mod-
ern computers and connected to the Internet,
that educational software becomes an integral
part of the curriculum, and that teachers are
ready to use and teach with technology. Fed-
eral science and technology investments such
as the Education Research Initiative—an Edu-
cation Department and NSF partnership—also
contribute to these goals.

Investing in Research to Keep Our Na-
tion Secure: The budget invests in defense
research to ensure that our military maintains
its technological superiority, providing $1.1 bil-
lion for basic research and $3.0 billion for ap-
plied research at the Defense Department. The

budget also supports programs that will keep
nuclear weapons out of the hands of terrorists,
use science-based techniques to ensure the
safety and reliability of our nuclear weapons
stockpiles, promote global stability by bolster-
ing strong international science and technology
partnerships, and increase research and devel-
opment on critical infrastructure protection to
improve the safety and security of the Nation’s
physical infrastructure and information and
communications systems.

Agency Highlights

NIH: The budget continues its commitment
to biomedical research that promotes innova-
tions to improve health and prevent disease.
It provides an increase of $320 million over
the 1999 level for NIH. This funding level will
support research on diabetes, brain disorders,
cancer, genetic medicine, disease prevention
strategies, and development of an AIDS vac-
cine. NIH’s highest priority continues to be in-
vestigator-initiated, peer-reviewed research
project grants. In the last year, NIH research
on traumatic spinal cord injury revealed that
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it may actually be possible to regenerate nerve
cells. More research may yield ways to repair
damaged spinal cords and eventually permit
the restoration of some degree of function to
paralyzed patients.

NSF: The budget provides $3.92 billion—
seven percent more than in 1999—for NSF,
whose broad mission is to promote science and
engineering research and education across all
fields and disciplines. In 1998, NSF-funded sci-
entists determined that the years 1997, 1995,
and 1990 were the warmest since 1400 A.D.,
providing further evidence of recent human in-
fluence on the global climate system. The
budget provides $146 million for NSF to play
a lead role in the Administration’s information
technology initiative, focusing on long-term
computer science research and providing sci-
entists access to world-class supercomputers.
The budget also increases funding for bio-
complexity research to promote understanding
of the complex biological, physical, chemical,
and social interactions within and among the
Earth’s ecosystems.

Department of Energy (DOE): The budget
provides $2.84 billion, a six-percent increase
over 1999, for DOE's research programs in
physics, chemistry, materials, biology, com-
puter science, fusion, and other areas. DOE
operates large scientific user facilities to en-
able research in these fields, as well as fields
ranging from biomedicine to agriculture. The
budget provides for the construction of new
scientific facilities, including the Spallation
Neutron Source and the Large Hadron Collider
(in partnership with other countries), and the
development of advanced computing and net-
working capabilities. In the past year, DOE-
funded scientists achieved many notable suc-
cesses, such as discovering how genetic mate-
rial replicates and developing an atom-by-atom
model of the enzyme responsible. In 2000,
DOE will operate the newly constructed Rel-
ativistic Heavy lon Collider to simulate condi-
tions that existed in the universe in the first
millionth of a second after the Big Bang. In
addition, the budget includes $543 million for
the Advanced Strategic Computing Initiative
in support of nuclear weapon stockpile stew-
ardship.

National Aeronautics and Space Admin-
istration (NASA): The budget funds several

ongoing and new activities in support of
NASA’s missions, including $2.48 billion for
the International Space Station, which began
assembly in orbit in 1998 with the launch of
the first U.S. and Russian elements. The Rus-
sian economic situation has increased uncer-
tainty about Russia’s ability to meet future
critical milestones in this international devel-
opment program. While the Administration re-
mains committed to Russia’s participation in
this multi-national partnership, the budget re-
flects key steps taken to help ensure the ulti-
mate success of this complex international pro-
gram. By increasing funding for the Space Sta-
tion, the Administration will help to maintain
the construction schedule and enable develop-
ment of backup capabilities in the event of
potential shortfalls in Russian contributions.
In addition to this “backup strategy,” the Ad-
ministration is also concerned about Space
Station cost growth due to domestic problems,
and has established oversight of the Space Sta-
tion as a Priority Management Objective, as
discussed in Section 1V, “Improving Perform-
ance Through Better Management.” The Ad-
ministration will work closely with the Con-
gress on any future issues to enable the pro-
gram’s success.

The NASA budget also includes: $2.2 bil-
lion—a four-percent increase over 1999—for
Space Science, a program that made several
significant discoveries in 1998, including the
first confirmable evidence of ice on the moon;
$1.46 billion—a three-percent increase over
1999—for Earth Science, which seeks to under-
stand the influence of natural processes and
human activities on the global environment
and which will launch in 2000 the first
in a new series of faster, cheaper satellites,
known as Earth System Science Pathfinders;
$254 million for Advanced Space Transpor-
tation Technology, which in 1999 will initiate
development of the first in a new series
of reusable launch vehicle demonstrations,
known as Future-X; $620 million for Aero-
nautics Research and Technology programs,
including Aviation Safety R&D; and $1.2
billion in funds after 2000 to support new
launch vehicles to lower NASA'’s launch costs.
Finally, the budget includes a $463 million,
five-year technology investment to leverage
recent successes in Space Science, like Mars
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Pathfinder, and to enable robotic scientific
outposts throughout the solar system.

Department of Defense (DOD): The budg-
et funds $1.1 billion in basic research and $3.0
billion in applied research, and $3.3 billion in
advanced technology development, providing
options for new defense strategies and laying
the groundwork for procuring next-generation
defense systems. Because of DOD’s emphasis
on the physical sciences, its research and de-
velopment investments are vital to the nation’s
engineering, mathematics, and computer
science efforts. The budget supports the Dual
Use Science and Technology program and the
Commercial Operations and Support Savings
Initiative, which put commercial industry’s
technical know-how and economies of scale to
the service of national defense. The budget
proposes $118 million to conduct Advanced
Concept Technology Demonstrations (ACTDs),
which bring technology experts and military
operators together early in technology system
development to eliminate communication bar-
riers, improve management of development
programs, and address key warfighter chal-
lenges. Forty-four ACTDs are now under way,
and 13 have been completed. Recent DOD
technological accomplishments include develop-
ment of a vaccine effective against the infec-
tious hepatitis A virus, a vaccine recently ap-
proved by the Food and Drug Administration
and now commercially available for military
and civilian use. Similarly, DOD has dem-
onstrated the efficacy of a genetically engi-
neered vaccine to protect against malaria. In
addition, the Department has funded the de-
velopment of a new material for body armor
that provides lighter-weight protection against
projectiles such as bullets or shrapnel.

Department of Commerce:

National Institute of Standards and Tech-
nology (NIST): The budget provides $239
million—an 18-percent increase over 1999—
for NIST's Advanced Technology Program to
promote unique, rigorously competitive, cost-
shared R&D partnerships that develop tech-
nologies promising widespread economic bene-
fits. The budget provides $396 million—a
17-percent increase over 1999—for research
and facilities at NIST's Measurement and
Standards Laboratories. In 1998, NIST im-
proved our understanding of what happens

when atoms approach each other at very
slow speeds, building on the 1997 Nobel
Prize winning work of NIST's Dr. William
Phillips. This research is critical to both
theoretical physics and future generations
of time standards. In 2000, NIST will conduct
additional research on fundamental physical
constants, refined standards for weight and
electricity, and critical infrastructure protec-
tion.

Manufacturing Extension Partnership: The
budget proposes $100 million for this Nation-
wide network of 75 centers and over 325
field offices offering technical assistance to
help the Nation's 382,000 small manufacturers
compete more effectively, leading to stronger
economic growth and job creation. This fund-
ing is matched by States and localities.

National Oceanic and Atmospheric Adminis-
tration/Office of Oceanic and Atmospheric
Research: The budget provides $283 million
for research to provide a scientific basis
for national policy decisions in areas such
as climate change, air quality, and strato-
spheric ozone depletion, as well as research
to promote economic growth through efforts
in marine biotechnology and environmental
technologies.

National Telecommunications and Informa-
tion Administration’s National Information In-
frastructure Grants Program: The budget pro-
poses $20 million—an 11-percent increase
over 1999—for grants to fund innovative
projects that demonstrate how information
technology can improve the delivery of edu-
cational, health, and other social services.
These grants are highly competitive and
have stimulated several hundred million dol-
lars in non-Federal matching funds.

Department of Agriculture (USDA): The
budget provides $837 million for the Agricul-
tural Research Service, $28 million more than
in 1999, and $56 million for the Economic Re-
search Service, which together conduct a broad
range of food, farm, and environmental re-
search programs. The budget also provides
$475 million for Research and Education Pro-
grams of the Cooperative State Research, Edu-
cation, and Extension Service (CSREES), in-
cluding $200 million for the National Research
Initiative (NRI), a 68-percent increase over the
1999 level. CSREES provides grants for agri-
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cultural, food, and environmental research,
and for higher education. NRI competitive re-
search grants improve the quality and increase
the quantity of USDA's farm, food, and envi-
ronmental research. The budget also proposes
increases for high priority research in areas
such as nutrition, food safety, climate change,
air and water quality, food quality protection,
agricultural genomes, sustainable ecosystems,
and the Forest Service’'s Forest and Rangeland
Research program. An additional $120 million
in mandatory funding will be available in 2000
under the Agricultural Research Extension
and Education Reform Act of 1998.

Environmental Protection Agency (EPA):
The budget provides $535 million for EPA's
Office of Research and Development (ORD),
which performs the majority of EPA’s research
and provides a sound scientific and technical
foundation for environmental policy and regu-
latory decision-making. ORD also provides
technical support for EPA’s mission, integrates
the work of its own scientific partners, and
provides leadership in addressing emerging en-
vironmental issues, thereby assisting EPA in
protecting human health and the environment.
In the last year, EPA researchers discovered
a method to render lead-contaminated soil safe
for humans, thereby potentially decreasing the
number of children suffering from lead poison-

ing.

Department of the Interior’s U.S. Geo-
logical Survey (USGS): The budget provides
$838 million—a five-percent increase over
1999—for science that supports natural re-
source and environmental decision making. In
1998, USGS science efforts provided critical in-
formation to restore the Florida Everglades
and respond to Hurricane Bonnie and Hurri-
cane Mitch. The budget supports research on
enhanced understanding of species habitat,
invasive species, and declines in amphibians
and coral reefs. The budget also supports re-
search and technical assistance on the sci-
entific needs of land managers and local land-
use planners. In 2000, this information will
promote local planning and conservation ef-
forts to protect the most valuable open spaces
and critical habitat. USGS will use its map-
ping, remote sensing, and natural resources
monitoring capabilities to develop new ways
to improve the availability and dissemination
of domestic natural disaster hazard and earth

science information, as well as to support
NASA'’s Earth Observing System satellites.

Department of Veterans Affairs’ Medical
Research: The budget provides $316 million—
about a third of the Department's overall $1
billion research program—for clinical, epide-
miological, and behavioral studies across a
broad spectrum of medical research disciplines.
Among the agency’s top research priorities are
improving the translation of research results
into patient care, geriatrics (including end-of-
life care and Alzheimer’'s disease), and treat-
ment of Parkinson’s disease and Persian Gulf
Veterans' illnesses.

Department of Transportation: The budg-
et proposes a total of $390 million for the
Highway Research and Deployment Initia-
tive—a $228 million increase over the 1999
level. This funding will support activities such
as improving the durability of pavement and
bridges, enhancing pedestrian safety, and re-
fining air quality analysis models. The budget
also includes $271 million for the Intelligent
Transportation System (ITS) initiative—a
package of technologies to enhance the safety
and efficiency of surface transportation infra-
structure. This ITS total includes $113 million
for continued deployment of integrated “intel-
ligent infrastructure,” such as interactive traf-
fic signals, traveler information systems, and
advanced electronic motor carrier toll clear-
ance systems in urban and rural areas and
the commercial vehicle industry.

Department of Education: The budget pro-
poses a $45 million increase for the National
Education Research Institutes. The increase
includes $25 million for the agency’s contribu-
tion to the second year of the Education Re-
search Initiative, a collaborative effort with
NSF. The initiative will continue to support
large-scale research focused on the best ap-
proaches to raising student achievement. Ac-
tivities will focus on applying the latest re-
search findings to the development, implemen-
tation, and evaluation of new program models
in three areas: increasing readiness for reading
and mathematics, sustaining reading and
mathematics skills in grades K-3, and improv-
ing teacher preparation. The proposed increase
for the Institutes will also support additional
research on comprehensive school reform, and
new research on English language skills acqui-
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sition for children with limited English pro-
ficiency.

National Science and Technology Council
Interagency Initiatives

The National Science and Technology Coun-
cil provides management oversight that will
ensure efficient and effective coordination for
key multi-agency initiatives, including:

High Performance Computing and Com-
munications (HPCC) and the Information
Technology Initiative: The budget provides
$1.8 billion for these programs, including $366
million for the Information Technology Initia-
tive, a bold, new effort focused on two, inter-
related topics: 1) fundamental research that
could lead to major breakthroughs in the next
generation of supercomputers, networks and
applications—research that is too high-risk
and/or long-term for private sector funding;
and 2) development of extremely powerful
supercomputers, hundreds of times more pow-
erful than today’s best, for applications in a
variety of civilian fields. Resulting advances
in these fields could lead, for example, to bet-
ter predictions of global warming and regional
weather, as well as improved pharmaceutical
development. The continuing HPCC program
will pursue breakthroughs in high-end comput-
ing and computation, large-scale networking,
and high-confidence systems. This ongoing
work includes the Next Generation Internet
Initiative. In the last year, the program dem-
onstrated many key components of the Next
Generation Internet, including ultra-high-
speed switching devices, and various data-in-
tensive applications ranging from medical im-
aging to advanced storm forecasting.

U.S. Global Change Research Program
(USGCRP): The budget proposes $1.8 bil-
lion—a six-percent increase over 1999—to ob-
serve, understand, predict, and assess the
state of the Earth and how it changes in re-
sponse to natural and human-induced forces.
USGCRP science was critical in the accurate
prediction of the 1997-98 El Nino event and
other resulting climate anomalies, allowing for
advanced preparations and, in some cases,
minimization of human and economic losses.
In 2000, the USGCRP will address a range
of critical unanswered scientific questions: the
origins of natural and human-caused changes;

the role of multiple stresses on the rate and
severity of environmental change; how climate
change may vary by region and over time
scales of decades, rather than centuries; and
the potential for abrupt and surprising
changes in the global climate. In 2000, the
program will also focus on how the terrestrial
biosphere produces and consumes carbon diox-
ide on a regional scale, to increase our under-
standing of the role of biological processes on
the Earth’s climate.

Climate Change Technology Initiative:
The budget proposes $1.8 billion for the second
year of this research and technology initiative
to promote energy efficiency, develop low-car-
bon energy sources, and develop and dem-
onstrate technologies to reduce greenhouse gas
emissions. Led by DOE and EPA, the effort
also includes USDA, the Department of Hous-
ing and Urban Development, and NIST. Of the
amount proposed, $1.4 billion is for R&D
spending on energy efficiency and renewable
energy technologies, sequestration (storage) of
carbon, extending the useful life of existing
nuclear plants, and development of highly effi-
cient fossil fuel technologies. The remainder,
$0.4 billion, is for tax credits to stimulate the
adoption of energy efficient technologies in
buildings, homes, industrial processes, vehi-
cles, and power generation.

Partnership for a New Generation of Ve-
hicles: The budget proposes $264 million—$24
million more than in 1999—for this cost-
shared, industry partnership, which centers on
three research goals: to develop advanced man-
ufacturing techniques; to use new technologies
for near-term emissions improvements; and to
develop production prototype vehicles three
times more fuel-efficient than today's cars,
with no sacrifice in comfort, performance, or
price. Federal funding focuses mainly on the
third goal. In the last year, the automobile
companies completed hybrid drivetrain proto-
type development and have moved further de-
velopment in-house, requiring no more Federal
support for these activities. Federal funding
is now focusing on timely development of cru-
cial components such as low-emissions direct-
injection engines, fuel cells, power electronics,
batteries, and lightweight materials. The pro-
gram will lead to concept cars in 2000, and
production prototypes in 2004.



8. ENFORCING THE LAW

“Americans are safer today than they have been in many years. Our strategy of putting more
police on the beat and getting guns off the street is working. Americans have taken back their
neighborhoods, and shown that rising crime and deadly violence need not be tolerated. But in far
too many communities, crime remains a serious problem, and our work is far from done.”

President Clinton
November 1998

The Administration’s sustained and aggres-
sive efforts to fight crime have been extraor-
dinarily successful. For more than six years,
serious crime has fallen uninterrupted. The
murder rate is down by more than 28
percent, its lowest point in three decades.
And after years of steady increases, drug
use among teens is beginning to level off,
and even decline. These successes are the
result of a simple, three-part strategy:

e putting more police on the street and pro-
moting community policing while taking
measures to deter violent offenders and
gun violence;

< controlling alien smuggling and illegal im-
migration into the United States, and the
drug smuggling and other illegal activities
that can accompany it, through reliance
on stepped-up border enforcement and the
use of technology; and

e fighting drug abuse on all fronts, espe-
cially among children, by vigorously en-
forcing the Nation’'s drug laws and devel-
oping prevention programs which give
children an alternative to crime and drugs
and a chance for a positive future.

A cornerstone of the Administration’s crime-
fighting strategy, Community Oriented Polic-
ing Services (COPS), went into force at
the start of the President’s first term. With
expanded resources for enforcement, and reli-
ance on neighborhood involvement, COPS
has brought stability and security to many
once-dangerous neighborhoods. COPS has en-
couraged citizens to work with officers and
other authorities in the criminal justice system
to combat and prevent crime in their neighbor-

hoods. And it has put more officers on
the beat. COPS will achieve its goal of
putting 100,000 officers on the beat in 1999—
ahead of schedule and under budget—making
all communities that much safer.

The next step in the President's anti-
crime strategy is the new 21st Century
Policing Initiative. It continues the Adminis-
tration’s commitment to keep the number
of officers on the beat at an all-time high,
by helping communities hire, redeploy, and
retain police officers. It also builds on the
COPS program in two key ways. First, it
provides significant new funds to give law
enforcement access to the latest crime-fighting
and crime-solving technologies—improved po-
lice communications, crime mapping, laptop
computers, crime lab improvements, and more.
Second, the initiative makes an unprecedented
commitment to engage the entire community
in the hard work of preventing and fighting
crime—by funding new community-based pros-
ecutors, and partnerships with probation and
parole officers, school officials, and faith-
based organizations.

The budget also builds on the Administra-
tion’s efforts to combat gun crime. On the
legislative front, the Administration has won
difficult victories in passing some of the
toughest gun laws ever—including the Brady
Law, the ban on assault weapons, and the
Youth Handgun Safety Act. To build on
these achievements and to further enhance
law enforcement's ability to curb the use
of guns in our society, the budget proposes
a plan to address gun crime by enhancing
and better coordinating the enforcement of
Federal firearms laws. It also devotes signifi-
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cant resources for Federal, State, and local
gun tracing, investigation, and prosecution.

Fighting Crime

The budget proposes $26.4 billion to control
crime (see Chart 8-1). Of the total, $4.5
billion would go for programs authorized
in the 1994 Crime Act. While enhancing
Federal anti-crime capabilities, the budget
seeks to empower States and communities,
which play the central role in controlling
crime, particularly violent crime.

21st Century Policing Initiative: The
$1.275 billion initiative (see Chart 8-2) in-
cludes the following:

* More police on the streets: $600 million will
be used to hire and redeploy more law
enforcement officers, with an effort to tar-
get new police officers to crime "“hot spots.”
A portion of the funds will also be used
to help economically-distressed commu-
nities retain new police hires, and for
other programs to train, educate, and re-
cruit law enforcement officers.

Crime fighting technology: $350 million
will be used to help State and local law
enforcement agencies improve police com-
munications, crime mapping, laptop com-
puters, and crime lab improvements.

Community based prosecutors: $200 mil-
lion will be used to hire new community-
based prosecutors and develop community-
based prosecution programs. These pros-
ecutors will interact directly with the com-
munity. Prosecutors are increasingly being
asked to designate attorneys to work in
neighborhoods that disperately need help,
in order to help solve local crime problems,
and to focus on methods of crime preven-
tion.

Community crime prevention: $125 million
to engage the entire community in pre-
venting and fighting crime. These funds
could be used to: work with probation and
parole officers in supervising released of-
fenders; work with local school officials in
adopting community-wide plans to prevent
school violence; involve faith-based organi-

Chart 8-1. DISCRETIONARY ANTI-CRIME BUDGET HISTORY
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Chart 8-2. 21st CENTURY POLICING INITIATIVE
BUILDS ON COPS PROGRAM
IN BILLIONS OF DOLLARS
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zations in juvenile crime prevention; and tional Instant Check System has reviewed

establish citizens’ police academies that
teach neighborhood residents problem-
solving skills.

¢ Narrowband Communications: In addition,
the Justice and Treasury Departments
will be able to upgrade the Federal wire-
less communication systems’ efficiency, se-
curity, and compatibility with the radio
systems of State and local public safety
agencies. This communications network
will ensure that the Nation's public safety
workers can communicate with each other
securely, swiftly and effectively.

Firearms Enforcement: The Administra-
tion supports hiring more Federal prosecutors
and agents for an intensified effort to keep
guns out of the hands of criminals, reduce
youth violence, and make America’'s streets
safer. As part of this effort, the Justice Depart-
ment, working with the States and the Treas-
ury Department, is now conducting computer-
ized background checks on all firearms pur-
chases. In its first four weeks, the new Na-

779,170 prospective gun sales to make sure
only law-abiding citizens take home new guns.
Federal gun checks kept 7,900 felons, fugitives,
stalkers, and other criminals from purchasing
new firearms—an average of 290 illegal gun
sales blocked every day.

The Administration proposes $5 million
to increase firearms prosecutions based on
focused Federal-local law enforcement efforts
to incarcerate and deter armed violent crimi-
nals, violent youth offenders, and illegal gun
traffickers. To support these prosecutions,
the Administration also proposes $23.8 million
and 160 additional Bureau of Alcohol, Tobacco,
and Firearms (ATF) agents to investigate
and arrest violent criminals and gun traffick-
ers, which will extend the Youth Crime
Gun Interdiction Initiative from 27 to 37
cities and support investigations of illegal
activity associated with gun shows and illegal
attempts to purchase firearms.
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Law Enforcement on Indian Lands:
Homicide and violent crime rates on Indian
lands are rising, even as crime rates in the
rest of the country fall. The Administration
proposes $164 million for the second year of
this joint Justice and Interior Departments ini-
tiative which provides anti-crime grants to In-
dian jurisdictions. The money is used to in-
crease the number of fully trained and
equipped police officers in Indian country and
to improve the quality of detention facilities
on Indian lands.

Violence Against Women: Violence against
women is a continuing problem. Studies show
that law enforcement intervention often breaks
the cycle of domestic violence, preventing sub-
sequent incidents. The budget proposes $456
million to maintain efforts to combat gender-
based crime. Funding for these programs will
also enable States to further expand outreach
to previously under-served rural, Indian, and
other minority populations.

Juveniles: The budget proposes $194 mil-
lion for programs to fight juvenile crime and
$95 million to support more local community
prevention programs such as mentoring, tru-
ancy prevention, and gang intervention. To
prevent young people from becoming involved
in the juvenile justice system, the budget ex-
pands programs that provide supervised after-
noon and evening activities for youth. The
budget provides an additional $6 million in
2000 to the Departments of Health and
Human Services and Justice to investigate and
prosecute the most egregious child support vio-
lators.

Certainty of Punishment: The budget pro-
poses $35 million for grants to States, local
governments, and Indian Tribes to develop and
implement innovative punishment alternatives
to incarceration and probation for young of-
fenders. The program aims to ensure certain
punishment, to strengthen accountability and
responsibility, to foster reduced recidivism, and
to promote assistance for victims.

Gangs: The Administration intends to crack
down on violent youth gangs and to keep guns
out of the hands of criminals and away from
children. It has launched a tough Anti-Gang
and Youth Violence Strategy to help commu-
nities hire more prosecutors and probation offi-
cers, and to keep schools open later when

youth crime rates peak. The budget provides
$13 million for gang reduction programs, in-
cluding Treasury funded local gang education
efforts designed to educate youth about the
dangers of gang involvement.

Safe Streets Task Forces: The budget pro-
poses $108 million to continue the Safe Streets
program, which blends the efforts of the FBI
and other Federal law enforcement agencies
with those of State and local police depart-
ments to investigate street crime and violence.

Crime in Public Housing: This budget pro-
poses $310 million to support anti-drug and
anti-crime activities in public housing, includ-
ing Operation Safe Home, and a new Youth
Anti-Drug Diversion initiative. The Office of
Public Housing and the Department of Hous-
ing and Urban Development’'s Inspector Gen-
eral jointly administer Operation Safe Home,
which brings together residents, managers,
and various Federal and local law enforcement
agencies to rid public housing communities of
crime. The Youth Anti-Drug Diversion pro-
gram provides funding in support of anti-drug
and anti-crime activities among youths living
in public and assisted housing, including men-
toring and after-school programs focused on
employment training and job placement.

State Criminal Alien Assistance: The
budget proposes $500 million to reimburse
State and local governments for the cost of
incarcerating criminal illegal aliens.

Terrorism: Acts of domestic terrorism have
resulted in deaths and injuries to American
citizens, while terrorism overseas, as shown
by the recent bombings in east Africa, has
taken an even heavier toll. The Administration
has sought more Federal resources to ensure
the safety and security of the public and the
Government from these violent and devastat-
ing criminal acts. The budget provides $8.5
billion to combat terrorism, of which $5 billion
would support the Defense Department's
(DOD) terrorism-related and force protection
efforts. While much of the proposed funding
continues, current terrorism-related programs
in physical protection and law enforcement ac-
tivities, the budget also provides increases in
the following high-priority areas:
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« Weapons of mass destruction: The budget
proposes fully funding the second year of
the Administration’s 1999 chemical/biologi-
cal weapons initiative, including: $174 mil-
lion for the Justice Department to improve
the capability of State and local govern-
ments to prepare for and respond to weap-
ons of mass destruction; more than $100
million for DOD domestic preparedness
and response capabilities; $35 million for
the Department of Energy’s emergency re-
sponse capabilities for nuclear terrorist
events; and $17 million for the Depart-
ment of Health and Human Services’ Met-
ropolitan Medical Strike Teams, which
handle the medical response to an incident
involving biological or chemical weapons
of mass destruction.

e Critical infrastructure protection/cyber
crime: The budget proposes over $1.4 bil-
lion for critical infrastructure protection
across the Government. These funds sup-
port a national effort to assure the secu-
rity of our increasingly vulnerable and
interconnected infrastructures, such as
telecommunications, banking and finance,
energy, transportation, and essential gov-
ernment services. Of the total, $46 million
enhances the investigative and prosecu-
torial efforts of the FBI, the U.S. Attor-
neys, and the Justice Department’s Crimi-
nal Division. The budget also supports
critical infrastructure-related research and
development programs in DOD and other
agencies. In aggregate, the 2000 request
exceeds 1999 enacted levels by more than
$400 million.

e Aviation security: The budget provides
$100 million to the Federal Aviation Ad-
ministration for airport explosives detec-
tion equipment in support of recommenda-
tions of the White House Commission on
Aviation Safety and Security.

e Financial crime: The Treasury Depart-
ment is developing a national strategy for
combating money laundering and related
financial crime. This strategy relies on the
efforts of a number of Treasury bureaus,
including the U.S. Customs Service and
the Internal Revenue Service, which iden-
tify, disrupt, and dismantle criminal orga-
nizations that launder the proceeds gen-

erated by smuggling, trade fraud, export
violations, and a range of other illegal ac-
tivities. The Financial Crimes Enforce-
ment Network also provides money laun-
dering case support to local, State, and
Federal agencies.

Meeting the Challenges of Immigration

The United States is a Nation of immi-
grants. While we welcome legal immigrants
to our Nation, the United States is also
a Nation of laws and it is imperative to
take serious measures to bar illegal immi-
grants from making their way across America’s
borders. Illegal immigration can threaten pub-
lic safety when it is accompanied by organized
drug, alien smuggling and gang activities
that increase disorder in our communities.

The Administration has done more to control
illegal immigration than any Administration
before it. Working through the Immigration
and Naturalization Service (INS), the Adminis-
tration has reversed decades of neglect along
the Southwest border with an aggressive
border control strategy. Since 1993, this strat-
egy has added nearly 5,000 new Border
Patrol agents—more than double the 1993
levels—fully equipped with state-of-the-art
technology, border barriers and infrastructure
to gain control and return the rule of law
to the border. However, we must do more.
The budget continues to fund this bipartisan
effort to gain control and effectively manage
our Nation’s borders. (See Table 8-1 for
INS funding by program.)

While the Administration takes steps to
curb illegal immigration, which is a threat
to our society, it must also be responsive
to those who seek to immigrate to this
country by legal means, those who come
here to work hard and play by the rules,
and who may also fear persecution in their
homeland.

The Administration is reengineering the
naturalization process which, since 1995, has
seen a dramatic upsurge in demand for
naturalization. Due to this unprecedented
flood of applications, the Nation welcomed
over a million new citizens in 1997, and
473,152 citizens in 1998. There is currently
a backlog of over 1.8 million applicants
waiting for the receipt of the most important
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Table 8-1. IMMIGRATION AND NATURALIZATION SERVICE
FUNDING BY PROGRAM
(Budget authority, dollar amounts in millions)
Dollar Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to
2000 2000
Appropriated Funds:
Border Patrol ...........cccoovvvviiiiiieeeeeeeeeeeeee, 875 917 1,044 +127 +14%
Investigations and intelligence .................... 271 293 324 +31 +10%
Land border inSpections ..........ccccccoccveeeeenns 168 172 189 +17 +10%
Detention and deportation ...........ccccceevnen. 413 474 577 +103 +22%
Program support and construction .............. 614 704 802 +98 +14%
Subtotal, Appropriated Funds .................. 2,342 2,560 2,935 +376 +15%
Fee Collections and Reimbursements:
Citizenship and benefits ...........cccocoeriiinnn 719 636 689 +53 +8%
Air/sea inspections and support ................... 412 486 518 +32 +7%
Immigration SUPPOrt .........ccccceeeiiiiiiieeeninee. 203 184 127 -57 -31%
Subtotal, Fee Collections and Reimburse-
MENTS .eiiiiiiii e 1,333 1,306 1,334 +28 +2%
Total, Immigration and Naturalization
SEIVICE v 3,675 3,866 4,269 +403 +10%

and valuable benefit the Federal Government
can bestow—citizenship. The Administration
is committed to ensuring that the benefits
of citizenship are provided in a timely manner.

Border Control and Enforcement: The
budget continues last year's level of Border Pa-
trol staffing at nearly 9,000 agents—a 127-per-
cent increase from 3,965 agents—representing
a year of consolidation after steady growth
since the start of this Administration. The
budget increases the Administration’s commit-
ment to border control by proposing $50 mil-
lion in funding for “force-multiplying” tech-
nologies, including border monitoring with
high resolution color and infrared cameras and
state-of-the-art command centers. This com-
bination of surveillance technology, Integrated
Surveillance Intelligence System (ISIS), pro-
vides the capability to monitor the border from
remote sites. Reliance on this advanced tech-
nology will permit Border Patrol agents to
monitor the border more effectively and in-
crease their ability to actively respond to in-
cursions. The $50 million budget request will
fund the deployment of approximately 200 sys-

tems, adding capacity to monitor areas that
would otherwise require the addition of ap-
proximately 1,000 extra agents. The deploy-
ment of these systems ensures an immediate
and effective deterrent while the Border Patrol
more effectively deploys and builds the experi-
ence base of the agents it has hired and
trained over the past several years.

The budget also provides funds to expand,
renovate and construct Border Patrol stations,
border barriers and fencing, install permanent
lighting, and construct support roads along
the Southwest border. These deterrents help
control the border by increasing the abilities
of Border Patrol agents to apprehend those
trying to enter illegally. Since 1993, INS
has added over 165 night scopes, 5,115 ground
sensors, 97 miles of fencing, and 22 miles
of border lighting. It has also added or
improved over 1,500 miles of roads. The
budget provides funds for another 18 miles
of border lighting and additional fencing,
and for maintaining border deterrents now
in place.
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Detention and Removal of Illegal Aliens:
The Administration is committed to removing
those who have entered the country illegally.
With the resources provided over the past few
years, INS has targeted its efforts primarily
on removing aliens held in Federal, State and
local facilities to ensure these criminal are not
allowed back on the street. In 1998, INS re-
moved 169,072 aliens, including 55,211 crimi-
nal aliens. The budget supports INS’ detention
program by proposing a $42.5 million increase
for detention facilities, transportation, and con-
tract bed space to detain and swiftly remove
those who have entered illegally. An additional
$54 million is requested to fund detention op-
erations previously funded from a depleted
Breached Bond/Detention Fund account.

Border and Port-of-Entry Coordination:
The United States Customs Service (Customs)
and the INS have developed a strategic plan
to expand cooperation on the Southwest border
focused on increasing the interdiction of illegal
drugs, aliens and other contraband. The border
management agencies have announced six ini-
tiatives along the Southwest border aimed at
improving coordination.

These initiatives include:

* replicating the successful San Ysidro, Cali-
fornia, port management model which
combines enforcement, traffic management
and community partnership to all major
land ports;

» expanding joint intelligence operations and
creating Customs/INS intelligence teams;

» adopting a unified investigative approach
focusing on seizures and controlled drug
deliveries originating from ports of entry;

e sharing research, development, and de-
ployment of border and port technology;

e promoting interoperable wireless commu-
nications; and

* developing a coordinated air and marine
interdiction capability.

These initiatives, which began in 1998,
are expected to result in a fully integrated
border management approach by Customs
and INS along the entire Southwest border
by 2003.

In primary inspection and areas of shared
responsibility, Customs and INS have seen
virtually the same level of staffing growth
from 1993 to 1997, with both agencies adding
approximately 1200 inspectors. Since 1998,
the Administration has targeted INS inspec-
tion staff on primary vehicle and pedestrian
inspections, where the use of illegal and
fraudulent entry documents poses the greatest
enforcement threat. This has permitted Cus-
toms to focus greater attention on cargo
inspection and pre- and post-inspection roving
operations in the passenger environment.
These efforts have helped to control the
entry of illegal drugs into the country and
to expand outbound vehicle inspections to
control the smuggling of contraband.

To ensure a comparable mix of Customs
and INS enforcement staff and technology
at ports of entry, Customs will continue
to deploy narcotics detection technology to
support cargo and passenger inspection oper-
ations. The budget includes $6 million for
INS inspectors for ports scheduled to open
in 2000. Customs inspectors were funded
for these ports in the 1999 Budget.

Citizenship and Benefits: The Administra-
tion is committed to building and maintaining
a naturalization system that ensures integrity
and provides service and benefits in a timely
manner. The surge of citizenship applications
in 1995 required the INS to reengineer what
had previously been a manual operation built
to handle a far smaller application volume.
The INS also had to address unprecedented
growth in naturalization applications from ap-
proximately 340,000 annually to nearly 1.6
million applicants in 1997. The record number
of applications, antiquated INS processes, and
complicated reengineering efforts have all con-
tributed to an unacceptable citizenship appli-
cation backlog of over 1.8 million cases.

In 1999, the Administration worked with
Congress to obtain $176 million in appro-
priated and reprogrammed funds to supple-
ment the INS fee revenue. These resources
have funded the process reengineering and
the backlog reduction initiatives. The 1999
funding request was accompanied by a series
of INS initiatives including:
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« establishing backlog reduction teams in
the five offices responsible for 65 percent
of the caseload and hiring 200 addition
adjudicators,

« expanding support staff and contract serv-
ices;

 establishing an Immigration Services Divi-
sion to coordinate backlog reduction and
process reengineering;

e creating a customer service telephone cen-
ter to provide an accurate and timely re-
sponses to inquiries; and

« centralizing application and medical waiv-
er review to ensure quality and integrity.

The budget provides $124 million to continue
funding these initiatives and to assist INS
in finalizing the naturalization process re-
engineering in 2000. The result of these
funding enhancements is that the unaccept-
able backlog—which currently requires appli-
cants to wait upwards of two years for
immigration benefits they are eligible for
now—should be reduced to a six to nine
month waiting period.

Reducing Drug Use, Trafficking, and its
Consequences

Drug use and its damaging consequences
cost our society more than $110 billion a
year® and poison the schools and neighbor-
hoods where our youth strive to meet their
full potential. Illicit drug trafficking thrives
on a culture of crime, violence, and corruption

1 National Institute on Drug Abuse and National Institute on Al-
cohol Abuse and Alcoholism, March 1998.

throughout the world. Drug use is a major
contributing factor in the spread of AIDS
and other deadly diseases. All Americans,
regardless of economic, geographic, or other
position in society, feel the effects of drug
use and drug-related crime.

The budget proposes $17.8 billion for drug
control programs, a 4.3-percent increase over
the 1999 budget, which was supplemented
with $844 million in emergency funds primarly
to provide one-time capital investments for
boats and planes. The budget supports in-
creases for key elements in the mission
to reduce drug use and its consequences,
such as drug treatment and prevention, espe-
cially for children and adolescents; domestic
law enforcement; and other supply reduction
programs (see Table 8-2).

Community-Based Prevention: The budget
proposes $2.5 billion for drug prevention pro-
grams. The percentage of 8th, 10th, and 12th
grade students reporting that they used mari-
juana at least once in the past month de-
creased sightly from 1997 to 1998. This is the
second year of decline for 8th graders and the
first year for 10th and 12th graders. The use
of other drugs, including alcohol, cigarettes, co-
caine, and heroin either declined or remained
stable over this period. Additionally, the view
that drug use is harmful appears to be more
deeply shared, particularly among the young-
est age segment. These results indicate that
America’s youth are receptive to the Adminis-
tration’s “no use” message and that it should
reinforce this message and expand upon recent
gains.

Table 8-2. DRUG CONTROL FUNDING
(Budget authority, dollar amounts in millions)

Dollar Percent
1998 1999 2000 Change:  Change:
Actual  Estimate® Proposed 1999 to 1999 to

2000 2000
Demand reduction ...........cccccccveeeeeieeeeeeeeene, 5,372 5,830 6,040 +210 +4%
Supply reduction ... 10,726 11,212 11,737 +525 +5%
Total, Drug Control Funding ............... 16,098 17,042 17,777 +735 +4%

1 Excludes $844 million in emergency funds provided primarily for one-time capital investments.
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National Youth Anti-Drug Media Cam-
paign: The Office of National Drug Control
Policy, in conjunction with other Federal,
State, local, and private experts, is implement-
ing a $195 million national media campaign,
including paid advertisements, targeting youth
and their parents on the consequences of illicit
drug use. Advertisers are required to provide
a “pro bono” match for each dollar the Federal
government spends on these paid advertise-
ments. The anti-drug media campaign is fully
integrated Nationwide, including utilization of
the Internet and the entertainment industry.
This campaign will continue in 2000 with pro-
posed funding $10 million higher than 1999.

Safe and Drug Free Schools and Com-
munities Program: Students can reach their
full potential only in safe, disciplined, and
drug free learning environments. The Safe and
Drug Free Schools and Communities program
helps 97 percent of school districts implement
anti-drug and anti-violence programs in
schools. The budget proposes $591 million for
this program, including $90 million in competi-
tive grants to high-need areas that use proven
program designs and $50 million for the School
Drug Prevention Coordinators program. The
proposed funding, 43 percent more than in
1999, will enable nearly half of the Nation’s
middle schools to have a knowledgeable direc-
tor of drug and violence prevention programs
to ensure that local programs are effective and
link school-based prevention programs to com-
munity-based programs.

Drug Free Communities Act: The budget
proposes $22 million, a 10-percent increase
over 1999 for activities under this Act that
promote citizen participation in our efforts to
reduce substance abuse among youth and pro-
vide funds to help community anti-drug coali-
tions carry out their important missions.

Drug Treatment: The budget proposes $3.6
billion to treat drug abuse, six percent more
than in 1999. The Administration realizes that
an effective treatment system must confront
drug abuse where the challenge is the great-
est—in the streets of urban, suburban, and
rural drug markets, and in the criminal justice
system. It is a top priority to close the gap
between the capacity of the public treatment
system and all those who could benefit from
substance abuse treatment. These chronic drug

users consume a disproportionate amount of
the illicit drugs used and inflict a dispropor-
tionate share of drug-related costs on society.

Zero Tolerance Drug Supervision: The
budget includes $215 million to promote zero
tolerance drug supervision for persons under
criminal justice supervision. Specifically, it
proposes: (1) $100 million to help States and
localities implement tough new systems to
drug test, treat, and punish prisoners, parolees
and probationers; (2) $50 million for drug
courts that work to break non-violent offenders
of their drug habits; and (3) $65 million to
provide intensive drug treatment to hardcore
drug users before and after they are released
from prison.

Domestic Drug Law Enforcement: The
budget proposes $9.2 billion for drug-related
domestic law enforcement, 3.5 percent more
than in 1999, to help bolster community-based
law enforcement efforts, shield the Southwest
border from illicit drugs, and enhance coordi-
nation among Federal, State, and local law en-
forcement agencies. The budget proposes an
increase of $22 million for the Drug Enforce-
ment Administration (DEA), most of which is
to increase staff productivity through an im-
proved information, telecommunications, and
technology infrastructure. The Federal Govern-
ment will continue its focus on providing lead-
ership and training; facilitating multi-agency
cooperative efforts through the High Intensity
Drug Trafficking Areas program, the South-
west border initiative, and other efforts; and
offering incentives to States and localities to
use the most effective drug control methods.

International Programs and Interdic-
tion: The Administration’s comprehensive ap-
proach to combating drug use includes an en-
hanced international strategy, making it hard-
er for drug-criminals to smuggle illicit drugs
into the United States. The budget includes
funds to upgrade interdiction efforts along the
Southwest border and in the Caribbean, and
continues to provide heightened assistance to
foreign governments to curtail drug cultivation
and production. In addition, the budget fully
supports the operation of the planes and boats
provided for in the 1999 Omnibus Consolidated
and Emergency Supplemental Appropriations
Act.
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Source Nation Efforts: Internationally, the
United States focuses primarily on interdiction
in source countries and transit zones, disrupt-
ing the drug organizations and their produc-
tion, marketing, and money laundering struc-
tures. The budget proposes an increase of $29
million over the 1999 base program level to
continue funding counternarcotics programs in
source nations, mainly Columbia, Peru, and
Bolivia. It proposes continued funding for en-
hanced coca, opium poppy, and marijuana crop
eradication efforts, and to provide training, lo-
gistics, equipment, intelligence, and commu-
nications support to source nations. The budg-
et also provides for relocation of the U.S. Gov-
ernment’s drug mission from Panama to other
localities in the region in compliance with the
Panama Canal Treaty.

Southern Tier of the United States: The
Administration remains committed to shield-
ing the Nation’s Southern tier from the drug
threat. Customs will continue to deploy tech-
nology, such as the use of x-rays in the air
passenger and outbound environments, to de-
tect illicit contraband and currency. The budg-
et further solidifies the interdiction effort by
providing $50 million for the technological
equivalent of adding another 1,000 border pa-
trol agents, of which $7.5 million supports
anti-drug programs. An increase of $36 mil-
lion, or 7.4 percent above the 1999 level, ex-
pands Coast Guard interdiction operations be-
yond the levels initiated with 1999 emergency
supplemental funding.
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“We must continue to expand opportunity. Full participation in our strong and growing econ-
omy is the best antidote to envy, despair and racism. We must press ahead to move millions more
from poverty and welfare to work; to bring the spark of enterprise to inner cities; to redouble our
efforts to reach those rural communities prosperity has passed by. And most of all, we simply
must give our young people the finest education in the world.”

President Clinton
August 1997

After six years of the Clinton Administra-
tion, the American economy continues to
break records. Homeownership and job cre-
ation are at all time highs, while crime,
poverty, and welfare rolls continue to fall.
This new era of prosperity offers unprece-
dented opportunity, but the doors of oppor-
tunity are not open equally to all. “The
economy has never been stronger,” the Presi-
dent has observed, “but there are still striking
disparities in jobs, in investments in neighbor-
hoods, in education and criminal justice.”

We must create One America, not only
to address the errors of the past, but to
assure our future. By the middle of the
next century, there will be no majority race
in this country. This, said the President
recently, “can either strengthen and unite
us, or... weaken and divide us... Today children
of every race walk through the same door,
but then they often walk down different
halls... they sit in different classrooms, they
eat at separate tables. Far too many commu-
nities are all white, all black, all Latino,
all Asian. Segregation is no longer the law,
but too often separation is still the rule.”

Because these challenges reach far beyond
the Federal Government and require our
engagement as individuals, in our families,
churches and communities, the President
began, in 1997, a national Initiative on
Race. The elements of this Initiative were
three-fold: action, study, and dialogue with
communities and community leaders of all
races and regions to raise, discuss, and
better understand the tensions that divide
us. A distinguished advisory board reported

to the President throughout their year of
service. Later this year, the President will
issue his assessment to the American people.
Many of the programs in this budget are
already part of the response.

To build One America, it is essential that
we close the opportunity gap. We must do
this by increasing our efforts to spur economic
development and by expanding access to
jobs with a future, to quality education,
to decent health care, and to safe, affordable
housing. We must guarantee that the criminal
justice system works for all Americans. And
we must ensure that civil rights are enforced
with vigor, for as the President reminds
us, “we cannot forget one stubborn fact:
There is still discrimination in America.”
Legally-enforced segregation, of course, is now
a relic of another time. Yet, in housing,
for example, researchers using pairs of appli-
cants matched in all respects but race, find
that half the blacks and Hispanics looking
for a place to live face discrimination—
they are kept from seeing, buying or renting
homes that they can fully afford. Other
situations are more subtle: the lack of oppor-
tunity for some inner-city students, for exam-
ple, to go to a top-notch high school, to
benefit from after-school programs, or to
be guided by mentors who help lead the
way to college.

To build One America, we must also act
to ensure economic opportunity throughout
our cities, across rural communities, and
Tribal reservations. There are still too many
areas, rural and urban, whose economies
are isolated from the Nation's prosperity.

129
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In many cities, the economic base disinte-
grated years ago when the manufacturing
industry began to fail and factories moved
away, leaving behind unemployment, poverty,
and social problems. In many rural areas,
the trend toward concentrations of fewer,
much larger farms has left small farmers
unable to compete and in need of other
ways to be able to support themselves and
their families.

The budget contains important new initia-
tives and expands current programs to encour-
age investment. It includes initiatives to
provide communities with economic and tax
incentives to encourage private investment
through fundamental elements of its develop-
ment agenda—the Empowerment Zones and
Enterprise Communities program—and the
New Markets Initiative, and to encourage
volunteerism and community service through
the National Service program. In these efforts,
the Federal Government works cooperatively
in partnership with States, localities, busi-
nesses, non-profits, schools, families, and indi-
viduals.

Jobs and Economic Development

The President has strongly supported efforts
to strengthen and encourage economic growth
in distressed communities. The centerpiece
of this approach—Empowerment Zones and
Enterprise Communities—has made significant
progress in promoting economic development
in rural and urban areas. Building on that
progress, this budget proposes the New Mar-
kets Initiative—a program to stimulate billions
in new private investment in America's un-
tapped markets in urban and rural areas.

The New Markets Investment Initiative:
The budget provides tax credit and loan guar-
antee incentives to stimulate billions of new
private capital investments in targeted areas;
creates a network of private investment insti-
tutions to funnel credit, equity, and technical
assistance into businesses in America’s new
markets; and provides the expertise to tar-
geted small businesses that will allow them
to use investment to grow.

* The New Markets Tax Credit: To help spur
$6 billion in new equity capital, this tax

credit is worth up to 25 percent for invest-
ments in a variety of vehicles serving
these communities, including community
development banks, venture funds and
other new investment company programs
created by this initiative. A wide-range of
businesses could be financed by these in-
vestment funds, including small tech-
nology firms, inner-city shopping centers,
manufacturers with hundreds of employ-
ees, and retail stores.

e America’s Private Investment Companies
(APICs): Just as America’s support for the
Overseas Private Investment Corporation
helps promote growth in emerging mar-
kets abroad, APICs will encourage private
investment in this country’s untapped
markets by providing loan guarantees—
administered by the Department of Hous-
ing and Urban Development (HUD) and
the Small Business Administration
(SBA)—for private investors who target
larger businesses that are expanding with-
in or relocating to inner-city and rural
areas.

« Small Business Investment Companies
New Markets Initiative: Last summer, the
Vice President challenged the SBA to find
ways to better meet the needs of minority
firms and underserved markets. The SBA
is responding by offering more flexibility
and new financing terms—through a new
type of federally-guaranteed loan—to
make it more attractive for SBICs to in-
vest in low- and moderate-income areas.

Other key elements include: New Markets
Venture Capital Firms, which will match
equity of private investors with Government
debt guarantees and deferred interest to
provide capital and expert guidance to inner-
city and rural entrepreneurs to transform
their small businesses into thriving companies;
New Markets Lending Companies, which will
allow non-bank lenders with strategies to
target their lending to underserved areas
to originate loans through the SBA;
BusinessLinc, an innovative public-private
partnership, spearheaded by the Vice Presi-
dent and CEOs—for which $3 million in
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Building One America for the 21st Century: The President’s Initiative
on Race

In June 1997, the President created his Initiative on Race. Led by an Advisory Board and in-
volving thousands of citizens from all races and communities, the Initiative created our Nation’s
first public forum on race. Americans spoke candidly about their impressions and experiences of
race in America, and shared their hopes, and fears, about the future. This effort made an impor-
tant first step toward bringing down the barriers that continue to divide us.

For 15 months, the Advisory Board engaged issues such as civil rights enforcement, racial dis-
parities in education, economic opportunity, race and housing discrimination, negative racial
stereotypes, crime and the administration of justice, and immigration. The meetings highlighted
America’'s common ground. Equally important, they offered compelling evidence about the need
to confront our past in order to change our future. The Board suggested actions to address these
issues, as part of what is needed to build a more equal country.

The Initiative made clear that we still must struggle, both to reconcile and overcome the past
and to become a part of the multi-racial and multi-cultural America that is our future.

Throughout the year, the Advisory Board made recommendations to the President and the
Nation, which were acted upon: to continue the dialogue that is needed; to continue public edu-
cation about the facts of race in America and the thousands of efforts in communities, schools,
and churches Nation-wide to bridge racial divides and create a larger community; to close the
gap and ensure common opportunities in education, the workplace, our homes and communities;
to ensure common access to health care and to ensure the broad enforcement of laws against
discrimination. In the course of its work last year the Administration made progress in a range
of program areas, including those listed below. Many others are listed in this chapter and
throughout the Budget.

e Americans with Disabilities Act: A $1 million increase in the Department of Justice’s Civil
Rights Division to enhance enforcement of the Americans with Disabilities Act.

e Educational Help for Low-Income Students: The Administration proposed, and Congress en-
acted, an early intervention program for low-income students. The budget would double fund-
ing for GEAR-UP, the early intervention program that provides funds to State and local part-
nerships to help students prepare for and attend college.

¢ Eliminating Health Disparities: $65 million in first-year funding was appropriated for an ini-
tiative that sets a national goal of eliminating longstanding disparities in the health status of
racial and ethnic minority groups in the next decade. The budget includes $135 million to con-
tinue this initiative.

As these efforts continue, many other programs included by the President in the budget and
described in this chapter will advance these goals. Furthermore, later this year the President
will present to the American people a comprehensive report of his own vision. It will describe
the steps that we as a Nation can take to overcome the burdens of the past and realize the po-
tential of One America in the 21st Century.

seed money will encourage large businesses to
work with small businesses to improve eco-
nomic competitiveness in small firms in urban
and rural distressed areas; and specialized
small business investment companies, which
will be able to provide increased equity capital
through expanded tax incentives.

Community Development Financial In-
stitutions (CDFI): The New Markets Initia-
tive also provides increased funding for CDFls,

which have expertise in lending and invest-
ment in underserved areas, both rural and
urban.

In 1994, the President proposed, and the
Congress established, the CDFI Fund. CDFls
include a broad range of institutions—commu-
nity development banks, low-income credit
unions, venture capital funds, and microenter-
prise loan funds—that provide a wide range
of products and services, such as mortgage
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financing to first-time home buyers, commer-
cial loans for small businesses, and other
basic financial services. By creating and ex-
panding a diverse set of CDFls, the Fund
helps develop new private markets, create
healthy local economies, promote entrepre-
neurship, restore neighborhoods, generate tax
revenues, and empower residents in distressed
urban and rural communities.

The Fund represents a new approach to
community development that uses limited
Federal resources to leverage significant pri-
vate sector resources. Every CDFI that re-
ceives financial assistance from the Fund
must provide at least a one-to-one match
with funds from non-Federal sources. To
date, the CDFI Fund has awarded over
$120 million in financial and technical assist-
ance to CDFls. In addition the Fund has
awarded nearly $60 million to traditional
banks and thrifts for increasing their activities
in economically distressed communities and
investing in CDFls.

The budget proposes $125 million for the
CDFI Fund, including $15 million for a
new microenterprise initiative that would pro-
vide technical assistance grants to microenter-
prise intermediaries to assist low-income and
disadvantaged entrepreneurs. Microenterprises
are very small businesses that typically have
fewer than 10 employees and generally lack
access to conventional loans, equity, or other
banking services.

Other programs that provide services to
underserved markets include:

Department of Agriculture’s (USDA's) Rural
Development Programs: Because their needs
are so different, no single approach will
help both urban and rural communities. The
Administration proposes to give States, local-
ities, and Tribes more flexibility in how
they use USDA's Rural Development grants
and loans for businesses, water and waste-
water facilities, and community facilities such
as day care centers and health clinics. The
1996 Farm Bill authorized this approach
through a new Rural Community Advance-
ment Program (RCAP), combining 12 separate
USDA programs into a Performance Partner-
ship that can tailor assistance to the unique
economic development needs of each rural
community. The budget proposes $3.0 billion

in loans and grants for RCAP, nine percent
more than in 1999 and the full flexibility
that the 1996 Farm Bill envisioned. It also
includes the new Partnership Technical Assist-
ance grants and grants for early-warning
weather systems in areas prone to tornadoes.

Economic Adjustment Grants: On November
13, 1998, the President signed the Economic
Development Administration and Appalachian
Regional Commission Reform Act of 1998,
to further leverage private sector investment
and create jobs in America’s poorest commu-
nities. The budget continues support for the
Appalachian Regional Commission and pro-
vides a $20 million increase for the Economic
Development Administration’s economic ad-
justment program, which helps distressed
communities recover from sudden and/or se-
vere economic downturns such as those caused
by increased foreign imports, international
trade agreements, industry downsizing, plant
closings, environmental regulations, and natu-
ral disasters.

Appalachian Regional Commission (ARC):
The Administration continues support for ARC
to help 406 economically distressed counties
in the 13-State Appalachian region. The ARC'’s
Federal-State partnership is a proven economic
development model of balanced fiscal decision-
making that has helped improve the economic
viability of this region over the past 35
years.

Empowerment Zones (EZs) and Enter-
prise Communities (ECs): The EZ and EC
initiative is the foundation of the Administra-
tion's empowerment agenda for communities
with high unemployment and poverty rates.
This initiative challenges these urban and
rural communities to develop comprehensive
strategic plans for revitalization, with input
from residents and community partners. The
program selects communities with the most in-
novative plans and significant local commit-
ments.

Investment in EZs and ECs is available
in many forms. The Federal Government
provides tax benefits for businesses and flexi-
ble block grants to communities for job train-
ing, day care and other purposes. EZs and
ECs can apply for waivers from Federal
regulations, enabling them to better address
local needs. Special set-asides from USDA
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Investment in Rural America

Over the last year, the Administration reviewed the effectiveness of USDA’s programs to ad-
dress the needs of rural America, focusing on achievements in rural development since 1993 and
how rural financing needs are changing.

Financial Credit: The lack of credit in rural areas is no longer a pervasive problem, but the
range of credit institutions serving rural areas is likely to be different, often narrower, than
those serving urban areas. In 1994, 27 percent of rural counties were served by two or fewer
banks, while 40 percent of urban counties were served by 10 or more. The size of rural commu-
nities and the number of total rural borrowers often limit how many lenders can profitably com-
pete to make rural loans. Not all rural market segments are equally well served. In some rural
areas, the range of available financial services is still too narrow to ensure borrowers have ac-
cess to sufficient credit at competitive terms.

Housing: The 1990 Census data show that the cost of housing continues to be a serious prob-
lem for the rural poor.

* Nearly 22 percent of the Nation’s 20.4 million nonmetro households paid 30 percent or more of
their income for shelter in 1991.

« Nonmetro areas have a greater incidence of moderate or severe housing quality problems than
metro areas.

Innovations developed since 1993 to address the needs of rural areas have been structured to:
address diversity of need (through the flexible funding structure of the Rural Community Ad-
vancement Program-RCAP), coordinate Federal and other programs collectively to help commu-
nities including EZ and ECs and Champion Communities, and make the most of constrained re-
sources (e.g., leveraging). Building on the findings of the Administration’s review, the budget
continues and improves upon these approaches through the proposed Partnership Technical As-
sistance Grants, which will provide technical assistance to under-served communities to create
strategic plans, better use and coordinate USDA’s rural development grant and loan programs,
and achieve sustained economic viability, job creation, and improved quality of life.

Since 1994, USDA's Water 2000 initiative—an effort to bring safe drinking water to rural
communities with serious water problems—has funded almost $1.6 billion in loans and grants
on approximately 1,400 high-priority Water 2000 projects Nation-wide. With proposed 2000
RCAP funding (12 percent above 1999), USDA expects to fund 300 clean water systems out of
the $1.5 billion targeted for water and wastewater programs. Additional RCAP goals in 2000 in-
clude providing 100,000 new or saved jobs, compared to 82,000 in 1998, through the Business
and Industry loan programs, intermediary relending program, and community facilities pro-
grams. In 2000, USDA will also reduce the number of rural residents living in substandard
housing by providing $4.3 billion in single family housing loans and loan guarantees providing
50,500 new or improved homes.

rural development programs are available * Additional EZs and ECs: The Administra-
to rural EZs and ECs. tion has worked to expand the reach of
these initiatives to other distressed com-
munities. In 1997, Congress authorized 22
additional EZs and made qualified busi-
nesses in these zones eligible for tax incen-
tives including: up-front deductions for
gualifying capital investments; new tax-ex-
empt facility bonds; new deductions for en-
vironmental remediation costs; and new
tax credits for holders of qualified zone
education academy bonds. In January
1999, the Administration announced that
it had designated 20 new Zones, selected

* Original EZs and ECs: Designated in
1994, these EZs and ECs are already
showing promise of success. The Rio
Grand Valley EZ, for instance, is using
$40 million of EZ funds to expand busi-
nesses and rehabilitate housing and edu-
cational facilities. It has already used $11
million of EZ funds to leverage $100 mil-
lion in additional capital to create or save
1,500 jobs, train 900 persons, and serve
3,200 youth in developmental programs.
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on a competitive basis, from the applica-
tions of more than 250 communities.

Flexible grants will be used by these new
Zones to carry out comprehensive revitaliza-
tion strategies. In 1999, Congress provided
first-year funding of $55 million for the
new EZs, and authority and $5 million in
first-year funding for 20 new rural Enterprise
Communities announced in January.

The budget also proposes mandatory funding
for 10 years for a total commitment of
$1.6 billion: $100 million a year for urban
EZs; $50 million in mandatory funding over
10 years for rural EZs; and $5 million
a year for rural ECs. It also provides $20
million in HUD funding for technical assist-
ance and planning and implementation grants
and $45 million to support 15 new Strategic
Planning Communities. It also includes a
new USDA program to provide $5 million
for partnership technical assistance grants
to help rural communities develop comprehen-
sive strategies for revitalization and to better
coordinate Federal assistance. In addition,
the budget proposes a $50 million Regional
Empowerment Zone Initiative to assist urban
EZs and ECs in linking their economic devel-
opment strategies to their broader metropoli-
tan regional economies to increase youth
employment.

Designated EZ and EC communities will
receive priority consideration for funds from
Federal economic development programs and
for waivers of certain regulatory requirements
from the Community Empowerment Board
chaired by the Vice President.

Livability Initiative: The budget proposes
six new investments as part of the Livability
initiative. The budget includes an unprece-
dented request for Community Transportation
Choices, a $6.1 billion mass transit program,
a $1.8 billion congestion relief and air quality
improvement program, and $614 million to im-
plement innovative community based transpor-
tation programs; $9.5 billion over five years
for Better America Bonds, a new State and
local bonding authority for green space preser-
vation, water quality enhancement, and clean
up of abandoned industrial sites; and a $50
million HUD Regional Connections Initiative

to promote regional “smart growth” strategies
and complement the Administration’s other re-
gional efforts; Regional Connections matching
grants will help local partnerships design and
pursue smarter growth strategies across juris-
dictional lines. The budget also proposes $40
million for a Community-Federal Information
Partnership to provide communities with
grants for easy to use information tools to help
develop strategies for future growth; $130 mil-
lion for Regional Crime Data Sharing to ex-
pand programs to help communities share in-
formation to improve public safety; and $10
million for Community-Centered Schools, a
new grant program administered by the Edu-
cation Department to encourage school dis-
tricts to involve the community in planning
and designing new schools. Also icnluded in
the budget is the Lands Legacy initiative (see
Chapter 6), which will complement the Livabil-
ity agenda, emphasizing land conservaton;
smart growth; and partnerships with State
and local governments, land trusts, and other
non-profit grouops to preserve open spaces in
urban, suburban, rural, and coastal areas. As
part of the broader Livability Initiative, the
budget proposes $50 million for a new HUD
program that will support local partnerships
that are designing “smart growth” strategies.
Partnerships that cross jurisdictional lines will
receive grants to address problems of sprawl
and congestion in ways that address the needs
of both cities and suburbs. The outcome will
be development that reduces commute times,
preserves open space, and provides a balanced
distribution of economic opportunity and ac-
cess to affordable housing regionwide.

Urban and Rural Development and
Increasing Homeownership

In 1994 the Administration launched an
unprecedented partnership with 58 key public
and private organizations to form a National
Homeownership Strategy to increase home-
ownership. Along with a strong economy
and low interest rates, the Administration’s
policies have helped boost homeownership
to 66.8 percent—a new all-time high; 7.4
million Americans have become homeowners
under this Administration, including record
numbers of minorities.
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Federal Housing Administration (FHA)
Loan Limits: The Administration’s successful
1999 proposal to increase the FHA mortgage
limit will allow FHA to help more families pur-
chase their first homes, especially in areas
with high housing prices. Reforms of FHA's
property disposition practices, starting this
year, will reduce costs and stabilize neighbor-
hoods.

Play-by-the-Rules: Also in 1999, the Ad-
ministration proposed, and Congress enacted,
a $25 million Neighborhood Reinvestment Cor-
poration Play-by-the-Rules pilot program. This
program will allow renters with solid payment
track records to own their own homes. The
budget proposes a second $15 million invest-
ment in this initiative.

Low-Income Housing Tax Credit: The
budget proposes to expand the Low-Income
Housing Tax Credit to spur the private sector
to develop more affordable low-income rental
housing. The proposal will cost $1.6 billion
over the next five years and help develop an-
other 75,000 to 90,000 units per year. It will
restore the value of the tax credit, which has
eroded over the last decade due to an increase
in building costs, helping to reduce rents by
an average of $450 a month for the average
assisted renter who, earns $13,300 a year.

Public Housing Program: In 1998, Con-
gress passed comprehensive public housing re-
form legislation, the Quality Housing and
Work Responsibility Act. The Act increases the
availability of Federal housing assistance to
very poor families with limited housing choices
while at the same time promoting a greater
mix of income and new administrative flexibil-
ity in public housing.

The budget builds on these reforms and
reduces poverty concentrations by providing
$625 million in HOPE VI grants to local
housing authorities to demolish an additional
20,000 dilapidated public housing units and
replace them with portable subsidies or newly
constructed mixed income housing. These
funds provide sufficient resources to achieve
the Administration’s goal of demolishing
100,000 of the most severely distressed units.

The Administration also proposes $580 million
for 100,000 portable housing vouchers, includ-
ing 25,000 for families seeking to move
from welfare to work, 18,000 to help homeless
move to permanent housing with supportive
services, and 15,000 to assist the extremely
low-income elderly with housing. Local housing
agencies that work in partnership with State
and local welfare agencies will get the flexibil-
ity to design programs to serve welfare
families for whom housing assistance is critical
to getting and retaining jobs.

Elderly Housing Program: The budget ex-
pands HUD'’s elderly housing program by pro-
viding mandatory funds for 15,000 new hous-
ing vouchers targeted at the elderly, in addi-
tion to $660 million in discretionary resources.
Together this funding will address the chang-
ing needs of the elderly population and re-
configure an aging housing stock to better
serve the frail elderly. Discretionary spending
of $660 million will provide grants to non-prof-
its for construction of 5,970 units and conver-
sion of some projects to assisted living facili-
ties, using a combination of capital grants and
service coordinators to bring community serv-
ices to residents. The budget permanently au-
thorizes 15,000 new housing vouchers linked
to Low-Income Housing Tax Credit properties
to make these units affordable to extremely
low-income elderly.

Regional Affordable Housing: The budget
also proposes a new demonstration program,
the Regional Affordable Housing Initiative that
will award funds competitively to provide tech-
nical assistance and project development to
five regions committed to creating and adher-
ing to an affordable housing plan that inte-
grates job development with housing produc-
tion on a regional basis.

Closing the Opportunity Gap

The budget includes numerous programs
to narrow disparities and to increase economic
opportunity in our Nation, so that we may
achieve the goal of building One America.
What follows are selected examples of such
programs in areas including education, na-
tional service, health, and justice.
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Education

Head Start: Among the President’s highest
priorities, Head Start will serve 877,000 low-
income children in 2000, providing comprehen-
sive child development services and helping
parents get involved in their children’s lives.
Since 1993, the President has worked with
the Congress to increase annual Head Start
funding by 68 percent. This year's proposal
will keep the program on track to meet
the President's goal of serving one million
children by 2002. The President proposes
to focus resources this year to boost minority
participation in Head Start, particularly in
areas with recent influxes of limited English-
proficient children.

Title I—Education for the Disadvantaged:
This program provides funds to raise the
educational achievement of disadvantaged chil-
dren. The Title I Account will receive $8.7
billion in 2000, a $373 million increase over
1999. This funding includes resources for
a new Accountability Fund, which would
support immediate and significant State and
local interventions in the lowest performing
schools to improve student achievement.

The End of Social Promotion: The President
is committed to ending social promotion and
will work to give students the tools they
need to meet challenging academic standards.
The budget proposes an expansion to the
21st Century Community Learning Centers,
enabling more than 7,500 schools to open
their doors before and after the school day
and during the summer.

Hispanic Education Agenda: Because the
educational achievement of Hispanic-Ameri-
cans continues to lag behind that of other
groups, in 1999 President Clinton proposed,
and the Congress enacted, the first-ever His-
panic Education Agenda. The budget continues
support for this plan by proposing increases
for Bilingual Education, Adult Education, Mi-
grant Education, Comprehensive School Re-
form, High School Equivilancy Program, and
College Assistance Migrant Program, among
others.

GEAR-UP: GEAR-UP will provide increased
funds for States and local partnerships to
help low-income students prepare for and
attend college.

These and other programs designed to
ensure educational opportunity for disadvan-
taged Americans are discussed in Chapter
3, ‘“Investing in Education and Training.”

National Service

The President has consistently supported
and encouraged community service and vol-
unteerism  through such programs as
AmeriCorps and other programs supported
through the Corporation for National and
Community Service. Volunteerism and commu-
nity service have been a strong and important
tradition in American ever since its founding.
In 1994, President Clinton signed the King
Holiday and Service Act making the national
holiday a day of service that would bring
people together, promote racial cooperation
and help to solve problems through citizen
action.

The Corporation for National Service: This
program encourages Americans of all ages
and backgrounds to help solve community
problems and provides opportunities to engage
in community-based service. The budget pro-
poses $848 million for the Corporation, an
18.6 percent increase over 1999.

AmeriCorps: Over 150,000 individuals will
have participated in AmeriCorps in the first
five years. The program allows young Ameri-
cans of all backgrounds to serve in local
communities through programs sponsored by
local and national nonprofits. Participants
serve full-or part-time, generally for at least
a year. In return, they earn a minimum
living allowance, set at about the poverty
level of a single individual and, when they
complete their service, they earn an education
award to help pay for postsecondary education
or repay student loans.

The National Senior Service Corps: This
program provides opportunities for citizens
age 55 and older to use their time and
talents to meet community needs. The budget
funds the Retired and Senior Volunteer Pro-
gram, the Foster Grandparent Program, and
the Senior Companion Program, enabling more
than half a million older Americans to serve.

Health Care and Services

Providing Quality Health Care to Native
Americans: The budget proposes an increase
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of $170 million for IHS, which will provide
for many services, including exapanded breast
cancer screenings, dental services, immuniza-
tions, pre-natal care and more. In addition,
the Administration will coordinate efforts to
ensure that HHS health grants provide assist-
ance to Native Americans, review reimburse-
ments from Medicaid and Medicare, and
increase vigilance to ensure that Federal
funds are used properly.

Help to reduce racial disparities in health
status: Despite improvements in the Nation's
overall health, continuing disparities remain
in the burden of death and illness that
certain minority groups experience. For exam-
ple, the infant mortality rate for African-
Americans is more than twice that of Cauca-
sians. To address this and other disparities,
the budget includes $135 million for health
education, prevention, and treatment services
for minority populations.

(For additonal information see Chapter 5,
“Strengthening Health Care.”)

Justice

Criminal Justice: The administration of
criminal justice in America reflects the same
racial and ethnic disparities as other aspects

of American society, with differing rates of
incarceration, sentencing and imposition of
the death penalty. For example, black inmates
comprise 50 percent of Federal prison popu-
lation, four times their proportion of the
general population. These disparities create
a distrust of law enforcement in many minor-
ity communities. Moreover, criminal victimiza-
tion rates, particularly with regard to violent
crimes, are substantially higher for minorities.
The Hate Crimes Initiative addresses one
aspect of this complicated area. President
Clinton first announced the addition of ap-
proximately 50 FBI and Federal prosecutors
to enforce the laws against hate crimes
in 1997 at the White House Conference
on Hate Crimes. The budget proposes $31
million to continue the battle against hate
crimes in this Nation.

(For additional information,
8, “Enforcing the Law.”)

Civil Rights Enforcement: Since the civil
rights movement eliminated the most obvious
forms of discrimination, including segregation,
it has become increasingly difficult to docu-
ment remaining discrimination in areas such
as housing, employment, credit and insurance.
The budget includes $663 million for funding

see Chapter

Table 9-1. CIVIL RIGHTS ENFORCEMENT FUNDING
(Budget authority, dollar amounts in millions)
Dollar Percent
1998 2000 Change:  Change:
Actual Proposed 1998 to 1998 to
2000 2000
Equal Employment Opportunity Commission ................. 242 312 +70 +29%
Housing and Urban Development: Fair Housing Activi-

BIES i 30 47 +17 +57%
Justice: Civil Rights DivisSion ..........ccccccconiiiiiiiiinineinnenn, 65 82 +17 +26%
Labor: Ofice of Federal Contract Compliance Programs 62 76 +14 +23%
Education: Office for Civil Rights .........ccccccciiiiiiiinis 62 73 +11 +18%
Health and Human Services: Office of Civil Rights ........ 20 22 +2 +11%
Agriculture: Civil Rights Programs ..........ccccccoeviiiiiveeeiinns 15 19 +4 +27%
U.S. Commission on Civil Rights .........cccccciiiiiiiiiiiiees 9 11 +2 +22%
Transportation: Office of Civil Rights ...........cccccoociinneen. 6 8 +2 +28%
Labor: Civil Rights Center ..........cccccovviiiiiieiiiieceee e, 5 6 +1 +14%
EPA: Office of Civil Rights ........cccooiiiiiie 2 2 i e,
Justice: Attorneys General ...........cccooiiiiiiiiiiiies e 5 5

TOtAl .o 518 663 145 28%
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Table 9-2. GOVERNMENT-WIDE NATIVE AMERICAN PROGRAM
FUNDING

(Budget authority, dollar amounts in millions)

Dollar  Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to

2000 2000
Bl A o ———————————— 1,703 1,746 1,901 +155 +9%
THS e 2,099 2,242 2,412 +170 +8%
Program level (non-add)® ..........ccccccoveveeveennne. (2,431) (2,652) (2,822) (+170) (+6%)
Al Other ..o 3,355 3,762 3,865 +103 +3%
TOAl oo 7,157 7,750 8,178 +428 +6%

tions.

1IHS program level includes both budget authority and Medicaid, Medicare, and private insurance collec-

civil rights enforcement agencies, an $84
million or 15-percent, increase over the 1999
level of $579 million. The budget proposes
a total of $312 million for the Equal Employ-
ment Opportunity Commission (a 12-percent
increase); $82 million for the Department
of Justice’s Civil Rights Division (a 19-percent
increase); $76 million for the Department
of Labor's Office of Federal Contract Compli-
ance Programs (a 17-percent increase); and
$47 million for HUD's fair housing activities
(an 17-percent increase). Additionally, over
$10 million will be used by the USDA
to improve civil rights enforcement and pro-
gram outreach to under-represented cus-
tomers. (See Table 9-1 for civil rights enforce-
ment funding.)

The budget proposes to target $10 million
to identify and document discrimination. These
funds include $7.5 million for the Department
of Housing and Urban Development to expand
studies that document discrimination in the
housing market. The budget provides addi-
tional funds to encourage other agencies to
begin tracking discrimination, and also funds
the creation of a coordinated research agenda
for Federal agencies to document discrimina-
tion in a variety of areas.

Commitment to Native Americans

The Administration honors its government-
to-government relationship with Tribes by
protecting critical, reservation-level programs,
and bringing together government leaders
and resources to address priority Tribal con-

cerns, such as crime and educational opportu-
nities. The budget proposes $8.2 billion, six
percent more than in 1999, for Government-
wide programs addressing basic Tribal needs
and encouraging self-determination (see Table
9-2).

Law Enforcement: The second year of the
Interior and Justice Departments’ joint law
enforcement initiative, for which the budget
proposes $164 million in 2000 (50 percent
over 1999), will continue to address high
crime rates in Indian country with more
resources for drug control and youth crime
prevention programs, equipment, detention
services, crime reporting surveys, and officer
hiring and retention.

Education: The Administration is continuing
its commitment to education by systematically
expanding the school construction initiative
to address Indian reservations’ school repair
and replacement needs. As part of the school
modernization proposal, Interior's Bureau of
Indian Affairs (BIA) will receive a set-aside
in bond authority ($200 million in both
2000 and 2001, plus up to $30 million
to ensure bond principal repayment) for its
schools on Indian reservations in need of
replacement or major repairs. In addition
to school construction, BIA will increase re-
sources for school operations; early interven-
tion partnerships; child care; and technology
within schools, classrooms and libraries. The
Nation-wide class size reduction initiative
also includes a set-aside for BIA schools.
A separate Education Department initative
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will hire 1,000 new Indian teachers and
provide professional development.

Bureau of Indian Affairs and Indian Health
Services: The BIA and the Health and Human
Services Department's Indian Health Service
(IHS) make up nearly two-thirds of Federal
funding for Native American programs. For
the BIA, the budget proposes $1.9 billion,
nine percent over the 1999 enacted level.
Over 90 percent of BIA operations funding
goes for basic, high-priority reservation-level
programs such as education, social services,
law enforcement, housing improvement, and
natural resources management.

For IHS, the budget proposes $2.4 billion,
a substantial increase of eight percent over
the 1999 level. This increase would enable
IHS to continue expanding accessible and
high-quality health care to its Native Amer-
ican service users, through IHS' existing
network comprised of over 540 direct health
care delivery facilities (discussed earlier in
this chapter). This increase reflects a four-
pronged approach for IHS: substantial increase
in 2000, access to health grants, Medicare
and Medicaid reimbursements, and vigilance
on fraud and abuse, which is discussed
in detail in Chapter 5, “Strengthening Health
Care).”

The budget also supports access to health
services and improves health status of Native
American by ensuring that IHS’ health facili-
ties are adequately maintained. Within the
increase, IHS will continue the construction
of the Navajo Fort Defiance Hospital, the
Parker Health Clinic and three to eight
dental units. In addition, the $30 million
a year in diabetes-related funding that IHS
receives under the new Children’'s Health
Insurance Program will help alleviate com-
plications from diabetes.

Tribal Contracting and Self-Governance: BIA
and IHS will continue to promote Tribal
self-determination through local decision-mak-
ing. Tribal contracting and self-governance
compact agreements now represent half of
BIA’s operations budget, and over 40 percent
of IHS’ budget.

Indian Trust Fund Balances: The Adminis-
tration is committed to resolving disputed
Indian trust fund account balances through

informal dispute resolution and supports the
unigue government-to-government relationship
that exists in Indian trust land management
issues. After Tribal consultations, BIA submit-
ted its recommendations to Congress in No-
vember 1997. Legislation reflecting these rec-
ommendations was proposed in 1998, but
not enacted. It will be re-proposed in the
106th Congress.

Trust Land Management: As part of BIA's
commitment to resolving trust land manage-
ment issues, BIA will re-propose legislation
to establish an Indian Land Consolidation
program to address the ownership fraction-
ation of Indian land. In 1999, BIA will
devote $5 million to three pilot projects
in Wisconsin in cooperation with Tribes, to
purchase small ownership interests in highly
fractionated tracts of land from willing sellers.
The budget proposes to double funding for
this program.

Trust Management Improvement Project: The
budget provides $90 million for DOI's Office
of Special Trustee’'s trust management im-
provement project, an increase of $51 million
over 1999. Current activities include verifying
individual Indian’'s account data and convert-
ing these data to a commercial-grade account-
ing system. Ownership, lease, and royalty
information related to the underlying trust
assets will also be verified and converted
to a recently acquired commercial asset man-
agement system.

Commitment to the District of Columbia

As part of the 1997 balanced budget agree-
ment, the President proposed, and Congress
enacted, a comprehensive financial restructur-
ing plan for the District of Columbia. It
relieved the District of major financial burdens
and laid the groundwork to restore the Dis-
trict's fiscal health. Due to prudent fiscal
management and on-going efforts to build
private investment, the District—facing bank-
ruptcy only five years ago—produced a budget
surplus in 1997 and 1998. If the District
continues to balance its budget through 2000,
it will regain full home-rule.

Under the comprehensive financial restruc-
turing plan, the Federal Government assumed
certain functions in which it has a clear
interest.
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Medicaid: The Federal Government has as-
sumed the role typically played by both Fed-
eral and State governments under this health
insurance program, paying 70 percent of Med-
icaid spending in the District (compared to the
previous 50 percent).

Criminal Justice: The Federal Government
now funds the District's Court System and
other key elements of the District criminal jus-
tice system, including the incarceration of sen-
tenced felons and supervision of all adult of-
fenders. By 2001, all adult-sentenced felons
will be in the custody of the Federal Bureau
of Prisons (FBOP). The budget includes $393
million to implement the President’s plan for
District courts and corrections and $255 mil-
lion to accomodate the transfer of D.C. inmates
for which FBOP assumed responsibility.

Pensions: The Federal Government has re-
sumed responsibility for an estimated $5.9 bil-
lion unfunded pension liability that it trans-
ferred to the District in 1979.

The Federal Government eliminated its an-
nual payment to the District, though it
provided a one-time, $190 million payment
for District operations in 1998 and provided
$248 million in funding for earmarked eco-

nomic development and infrastructure invest-
ments in 1999. To maintain a balanced
budget in the future, the District has launched
major management reforms, cut spending,
and directed a portion of budget surpluses
to eliminate its accumulated deficit by 2000.

The Administration—through its depart-
ments and agencies—will continue to provide
technical help and other assistance to the
District in such areas as education and
law enforcement. The Administration strongly
supports the District’s right to self-governance
and is committed to do its part.

Public Television in the Digital Age

The budget provides a total of $414 million
for 2000 through 2003 for the public broadcast-
ing system’s transition to digital technology.
Digital broadcasting will allow greatly ex-
panded educational, community service, and
cultural programming through innovative ap-
plications, including high-definition and inter-
active television. Funding through the Com-
merce Department will be devoted to promot-
ing digital transmission, while funding for
the Corporation for Public Broadcasting will
be for digital program production and develop-
ment capabilities.
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volved in the world.”

“If the history of this American century has taught us anything, it is that we will either work to
shape events, or we will be shaped by them. We cannot be partly in the world. We cannot lead in
fits and starts or only when we believe it suits our short-term interests. We must lead boldly, con-
sistently, without reservation ...Our security and prosperity depend upon our willingness to be in-

President Clinton
August 1998

As the era that has been labeled the
American Century comes to a close, the
role of the United States in one significant
way remains unchanged. Today, America is
the world’'s sole remaining superpower and,
therefore, still has its own set of unique
obligations and responsibilities. The world
in many ways is safer than in the past,
as democracy and free markets increasingly
prevail, but we cannot afford to be complacent.
Threats to our security still require our
vigilance, and opportunities to promote peace
and economic well-being demand our leader-
ship.

America must remain a leader for peace,
freedom, and security—and a bulwark against
the forces that would undermine them. Amer-
ican diplomacy helped restore momentum in
the Middle East peace process at the Wye
River meeting and helped achieve the ratifica-
tion of the Good Friday Accord, which brought
an end to 30 years of turmoil for the
people of Northern Ireland.

While progress in making peace offers cause
for optimism, there are real and growing
threats to our national security. The terrorist
attacks against two U.S. embassies in East
Africa last year—which Kkilled hundreds of
people, including 12 Americans—are a stark
reminder that we need to protect our citizens
and to combat our enemies. Our security
and the stability of the international order
is also threatened by the proliferation of

weapons of mass destruction and their means
of delivery, international terrorism and crime,
narcotics, and environmental degradation.

Nations and their economies are increasingly
interdependent, due in large part to the
explosion of communications technology. While
this interdependence can help foster inter-
national trade and cultural understanding,
and contribute to the foundation for peace,
there are also fundamental risks. Last year,
disruptions in the Russian and several Asian
economies and the threat to Brazil's economy
demonstrated the world-wide impact of crises
in major economies.

In order to ensure that America maintains
its role as world leader and responds to
these needs in a complex and crucial time,
the budget includes resources to promote
peace in troubled areas, to provide enhanced
security for our diplomats abroad, to fund
activities to combat weapons of mass destruc-
tion, to stabilize the international economy,
to promote trade, and to respond to the
needs of our neighbors and others who face
disaster.

American diplomacy is the tool of American
international leadership in these many impor-
tant issues, and it depends on strong inter-
national affairs programs. In 1999, the Admin-
istration and Congress worked successfully
to build bipartisan support for an increase
in international affairs spending.

141
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Congress appropriated $14.5 billion for the
U.S. share of the International Monetary
Fund (IMF) quota increase and $3.5 billion
for the U.S. share of the New Arrangements
to Borrow. These increases will allow the
IMF the necessary resources to support eco-
nomic reform and restructuring around the
world, thereby helping to protect U.S. prosper-
ity. Congress also appropriated $1.8 billion
in emergency funding, largely to meet the
urgent needs of protecting American personnel
and facilities abroad from terrorist attacks.

Despite significant progress on international
problems last year, there is an unfinished
and growing set of issues which are critical
to U.S. interests. The Administration and
Congress must continue efforts to promote
peace and stand with those working to build
it and to work for freedom and security.
We must continue to strengthen our alliances
and partnerships in Europe and Asia, the
foundation for America’s security. Finally,
we must work to deepen democracy around
the world—the best long-term investment
we can make in peace and stability.

Although American diplomacy has made
great strides to advance the peace process
in the Middle East and in the Balkans,
there is still an enormous amount of hard
work ahead. Collaboration between the Admin-
istration and Congress is essential to give
peace in those regions the opportunity it
deserves. Trade has been essential to the
current economic expansion, and Congress
should enact legislation promoting trade with
Africa and the Caribbean Basin. Such trade
initiatives can help bolster the growth of
countries undertaking desirable free-market
reforms, thereby helping the American econ-
omy by increasing markets for our own
exports.

In providing $21.3 billion for international
affairs programs, the budget proposes that
the United States continue to actively meet
the role and responsibility of world leadership
(see Table 10-1). The budget helps resolve
unfinished business from past years, addresses
the many new crises facing the world, and
targets funding increases to the most effective
programs to achieve foreign policy objectives,
rejecting outmoded activities and poorly-per-
forming projects. This will strengthen U.S.

leadership and benefit the American people,
while costing less than one percent of the
Federal budget.

Protecting American Security

Facility Vulnerability: The bombings of
the U.S. embassies in Kenya and Tanzania
were evil acts of terror that took the lives of
hundreds of innocent people, including 12
Americans. The bombings highlight the dan-
gers faced daily by Americans and foreign na-
tional employees who work abroad in U.S.
Government facilities. A significant step to ad-
dress vulnerability in our diplomatic facilities
took place with enactment of emergency secu-
rity funding in 1999. The budget proposes an
increase to the State Department’s operating
budget in 2000 to ensure the continued protec-
tion of American embassies, consulates and
other facilities, and the valuable employees
who work there. The Administration will con-
tinue to examine the vulnerabilities and re-
guirements for U.S. Government staff overseas
through a review of the number, size, and com-
position of U.S. overseas missions and future
security requirements. To address further se-
curity needs, the budget includes a request for
$3 billion in advance appropriations for a new
multi-year security construction program to re-
place inadequate overseas facilities. The Ad-
ministration will continue to work with Con-
gress in a bipartisan manner to address the
continuing challenge of making our overseas
posts secure.

The New Transnational Threats: Another
fundamental goal, and an increasing focus of
our diplomacy, is meeting the new
transnational threats to U.S. and global secu-
rity—the proliferation of weapons of mass de-
struction, drug trafficking, and the spread of
crime and terrorism on an international scale.
In 1997, the Administration sought and ob-
tained Senate ratification of the Chemical
Weapons Convention, which will begin impos-
ing controls on a class of destructive weapons
not well regulated in the past. However, the
Senate has not yet ratified the Comprehensive
Nuclear Test Ban Treaty (CTBT), which it has
had since September 1997, and which is cen-
tral to national security interests. U.S. diplo-
macy and law enforcement are playing a key
role in stemming the spread of weapons of
mass destruction to outlaw states such as
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Table 10-1. INTERNATIONAL DISCRETIONARY PROGRAMS
(Budget authority, dollar amounts in millions)

Dollar  Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to
2000 2000
International development and humanitarian as-

SISTANCE L 2 e 6,797 6,966 7,606 +639 +9%
International security assistance? ....ooveveeeeeeen, 6,102 6,022 6,232 +210 +3%
Conduct of foreign affairs/foreign information and

exchange programs® 2 .........ccccieninieenniieee e 4,966 4,904 5,478 +573 +12%
International financial programs® .........c.ccccccceeun.... 666 750 881 +131 +17%
Subtotal, International discretionary pro-

OFAMS o 18,531 18,643 20,196 +1,554 +8%

Multilateral Development Bank arrears .............. 360 539 169 -370 —69%

International Organization arrears ...................... 100 475 446 -29 —6%

Enacted embassy security and other emergency

(1 0] 0 [T 1,900 ooiiiiiiiies s e
Subtotal, including arrears and enacted

emergency appropriations ..........ccceeeinnenn. 18,991 21,557 20,811 -746 -3%
Proposed Wye River supplemental ..........ccccccevviiiiies ciivveeenns 900 500 NA NA
Total, including proposed Wye River supple-

MeENtal ..o 18,991 22,457 21,311 -1,146 -5%

NA =Not applicable.

1 Excluding arrears payments.

2Excluding 1999 embassy security and other emergency appropriations.

3Excluding 1999 appropriations for the International Monetary Fund.

Libya, Iraq, Iran, Syria, and North Korea. In
addition, U.S. support for such organizations
as the International Atomic Energy Agency,
the CTBT Preparatory Commission, and the
Korean Peninsula Energy Development Orga-
nization is critical to help prevent the spread
of dangerous nuclear weapons.

U.S. bilateral assistance programs are essen-
tial to efforts attacking other transnational
problems. America’s international counter-nar-
cotics efforts are making continued progress
in drug-producing countries. Along with the
additional funding of $233 million in enacted
1999 emergency appropriations, the budget
proposes $295 million to enable the United
States to intensify its efforts to curb drug
production in the Andean countries and to
fight international crime.

The Newly Independent States (NIS): The
transition to market democracies in the NIS

remains vital to U.S. national security. Russia
remains the key to overall progress in the re-
gion. The budget proposes $1.03 billion for as-
sistance to the NIS. The pace of that transition
continues to be uneven, and last year there
were serious economic setbacks for Russia. Al-
though these nations have embraced free elec-
tions, there is a lack of political consensus in
support of economic reforms, which makes
prospects for sustained economic growth dubi-
ous.

The United States and Russia share a
mutual goal of preventing the proliferation
of expertise and technology related to weapons
of mass destruction (WMD). Current economic
conditions increase the risk of proliferation
because weapons scientists and technicians
are unemployed or unpaid, and guards at
facilities and borders are untrained and poorly-
equipped. The budget supports significant
increases in funding for State Department
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programs from $41 million last year to $251
million to address this concern. In addition,
the Department of Defense Cooperative Threat
Reduction program is funded at $476 million
and the Department of Energy WMD programs
in the NIS are funded at $276 million
(see Table 10-2).

In addition to this enhanced emphasis
on WMD, the budget includes a renewed
emphasis on our Partnership for Freedom
programs, which work directly with the private
sector and nongovernmental organizations, de-
velop partnerships between U.S. and NIS
institutions, increase exchanges, and help
local governments increase trade and invest-
ment.

Promoting Peace Abroad

Peace in the Middle East: The United
States remains committed to a comprehensive
peace in the Middle East. America continues
to play a leadership role in this effort. The
Wye River Memorandum, signed in October
1998, is an important milestone in this proc-
ess. The effective implementation of this
Memorandum should restore positive momen-
tum to the peace process. The Wye Memoran-
dum provides among other things for enhanced
security steps by the Palestinians, improved
security cooperation between lIsraelis and Pal-
estinians, further redeployments of Israeli
forces in the West Bank, the opening of the
Gaza airport, and creation of a safe passage
between Gaza and the West Bank. The budget
proposes $5.2 billion for assistance to sustain
the Middle East peace process.

In addition, the Administration proposes
a $1.9 billion economic and military assistance
package to help meet priority needs arising
from the Wye Memorandum. This is comprised
of $900 million in 1999 supplemental budget
authority (to be fully offset with an equal
reduction of budget authority) and $500 mil-
lion in annual advance appropriations in
2000 and 2001. Supplemental Economic Sup-
port Fund (ESF) resources will help meet
the Palestinians’ economic development needs
in the West Bank and Gaza, and strengthen
democratic institutions. Supplemental Foreign
Military Financing (FMF) funding for Israel
will help Israel offset some of the -costs
of redeploying its forces and enable it to
meet strategic defense requirements. Addi-
tional FMF funding for Jordan will allow
it to maintain the operational capabilities
of its forces and additional ESF resources
for Jordan will support further economic
development.

Central and Eastern Europe: The transi-
tion to democracy and free markets in Central
and Eastern Europe is advancing rapidly.
Countries are moving to join the European
Union and the World Trade Organization. Po-
land, Hungary, and the Czech Republic are
joining NATO. Economic growth is widespread,
and respect for human rights is growing. U.S.
and other international support has been a
critical factor in the pace of that transition.
In certain nations, the success is evident: de-
mocracy has taken hold firmly while free mar-
kets prevail. At this time, Lithuania and Po-
land join the Czech Republic, Slovenia, Latvia,
and Hungary as states that no longer need
direct U.S. assistance.

Table 10-2. THREAT REDUCTION ASSISTANCE IN THE NIS
(Budget authority, dollar amounts in millions)

Dollar Percent
1998 1999 2000 Change: Change:
Actual Estimate Proposed 1999 to 1999 to

2000 2000

Department of Defense ........cccccvieeiiiiiiniic e
Department of ENergy ........cccocooviiiiieiiiiniieneeee
Department of State .........cccccceeiiiiiiieie e

............ 20 41 251

382 440 476 +36 +8%
212 237 276 +39 +16%
+210 +512%

614 718 1,003 +285 +40%
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The success of these northern-tier countries
of the region will be used to foster similar
results in the southern tier where the transi-
tion has not been as rapid. Reform minded
governments in Bulgaria, Macedonia, and
Romania continue to work toward creating
free markets and democratic governance. How-
ever, challenges remain in the rest of the
Balkans. Substantial assistance will continue
to enable countries to participate in the
Partnership for Peace programs, thereby im-
proving mutual understanding and enhancing
the interoperability of regional military forces
with NATO. The budget proposes $393 million
in economic aid for Eastern Europe and
the Baltic States, primarily focused on the
southern tier.

Bosnia: $175 million of the economic aid
program would support the U.S. commitment
to see the Dayton Accords fully implemented
in Bosnia. U.S. assistance will help displaced
persons and refugees return home; multi-eth-
nic communities rebuild; numerous leaders
embrace the economic reforms necessary to ex-
pand opportunities and sustain economic
growth; and governments to continue restruc-
turing their police forces in order to provide
all citizens with a secure environment. Amer-
ican troops remain in the region and our as-
sistance programs are designed to complement
their work and build on the stability created
by their presence.

Kosovo: In Kosovo, international diplomatic
efforts backed by U.S. and allied military capa-
bilities have helped increase stability in this
troubled region. However, the ability to foster
a peaceful transition that protects the rights
of all citizens in that part of Yugoslavia contin-
ues to hang in the balance. U.S. humanitarian
assistance has helped alleviate suffering, but
we must work with our allies to help create
a sustainable peace. The budget includes $46
million for an observer force to verify compli-
ance by all parties and to support the training
of a professional, ethnically representational,
local police force that protects the rights of
all citizens. In addition, $50 million is included
in the budget for the U.S. contribution to an
international civil reconstruction effort.

Hurricane Mitch: In 1998, Hurricane
Mitch, the most destructive hurricane in re-
cent history, caused over $10 billion in damage

to Central America. The United States imme-
diately stepped up to the massive relief and
reconstruction needs caused by this unprece-
dented disaster, pledging over $500 million.
However, there is much more that needs to
be done to help these neighboring countries
recover from this devastation, and funding is
needed urgently. Therefore, the President will
work with the Congress in a bipartisan effort
to obtain 1999 supplemental funds to address
the damage caused by Hurricane Mitch, as
well as that caused in the Caribbean by Hurri-
cane Georges.

Leading the International Community

Following World War 11, the United States
assumed a unique leadership role in building
international institutions to bring the world’s
nations together to meet mutual security,
economic, and humanitarian needs. America
sponsored and provided significant funding
for the UN, NATO, the IMF, and the World
Bank, along with other specialized regional
security and financial institutions that became
the foundation of international cooperation
during the Cold War and the post-Cold
War period.

To ensure financial stability for this inter-
national community, members of the inter-
national organizations (10s) entered into trea-
ties committing them to pay specified shares
of 10 budgets. Congress ratified these agree-
ments, making them binding on the United
States. For the Multilateral Development
Banks (MDBs) which include the World Bank,
its regional development bank partners, and
the Global Environment Facility (GEF), the
United States and other developed countries
make firm commitments to regular replenish-
ment of their resources. Replenishments are
subject to the congressional authorization and
appropriations processes.

By 1997, America’s leadership in this inter-
national institutional network had seriously
eroded due to past legislative action that
reduced funding for our assessments and
commitments. The resulting arrears to the
10s had accumulated to almost $1.5 billion.
Although the Administration and Congress
developed bipartisan support for authorizing
legislation in 1997, and again in 1998, to
clear many of the assessed arrears over
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three years in return for specified 10 reforms,
the legislation was never enacted.

Congress did pass appropriations of $100
million in 1998 and $475 million in 1999,
subject to enacting authorization legislation
and certain other conditions. The budget
proposes that the Administration and Congress
work together once again to reach agreement
on paying the UN and related 10 arrears.
The budget includes the third-year installment
of arrears funding of $446 million and seeks
$1.198 billion to meet regular assessments
to the 10’'s and for UN peacekeeping oper-
ations.

Stabilizing the International Economy

As the world becomes more economically
integrated, the smooth functioning of its mone-
tary system becomes increasingly critical to
every nation’s economy. The severe disruptions
in the Russian and several Asian economies
and the threat to Brazil's economy in 1998
demonstrated the world-wide impact of crises
in major economies. Despite its size and
strength, even the U.S. economy is not im-
mune and could suffer if measures were
not taken to keep global economic crises
in check. It is exactly these kind of disruptions
that the International Financial Institutions
(the IMF, the World Bank, and the other
MDBs) were created to address, and, thanks
in part to the bipartisan effort to increase
the resources available for the IMF last
year, these institutions have already begun
to provide the loans needed for Indonesia,
Brazil, and the other countries most affected,
so that they may begin the long and difficult
recovery process.

Multilateral Development Banks
(MDBs): There has been progress in the past
two budgets, with Congress funding most of
U.S. arrears to the MDBs, leaving $310 million
unfunded at present. This advancement, much
improved since 1997, when arrears totaled
nearly $862 million, enabled the Administra-
tion to engage other donors and gain agree-
ment on important new policy measures dur-
ing new replenishment negotiations this past
year for the International Development Asso-
ciation, the African Development Fund, and
the Inter-American Development Bank. The
budget also proposes $168 million to continue

the planned payment of MDB and new GEF
arrears and $1.2 billion to pay current commit-
ments to these institutions, which provide
most of the assistance to poor countries around
the world that are undertaking promising eco-
nomic reforms. During the Clinton Administra-
tion, U.S. commitments for all the MDBs have
been cut by 40 percent from the levels in the
mid-1990s.

International Debt Policy: In providing
$120 million, the United States will promote
economic and environmental reform for coun-
tries in support of the Tropical Forest Con-
servation Act of 1998 and help defray the cost
of debt relief by contributing to the Heavily
Indebted Poor Country Initiative Trust Fund.
Furthermore, the United States will continue
its efforts to stimulate economic growth for the
world’'s poorer countries by participating in the
multilateral Paris Club debt reductions and
providing bilateral debt relief as part of the
President’s Africa Initiative.

Supporting International Development
and Addressing International Disasters

Development assistance, through the MDBs
and bilaterally through the U.S. Agency for
International Development (USAID), funds
projects which create the conditions for eco-
nomic growth, stable democracies, improved
human health, and basic education. Our ongo-
ing commitment to provide assistance to
the poorest countries serves long-term U.S.
interests and diminishes the need for short-
term crisis intervention.

Assistance to Africa: The budget proposes
$828 million for Africa—an increase of almost
10 percent—meeting the President’s goal of in-
creasing support for Africa to historically high
levels. These levels of assistance recognize the
increased progress towards reform and eco-
nomic growth that is being made by a number
of African nations. The assistance programs
funded at current or increased levels will in-
clude Presidential initiatives on food security,
education, and trade and investment. The
budget also includes increased support for pro-
grams aimed at reducing conflict, promoting
regional peacekeeping and encouraging democ-
racy, as well as enactment of the President's
trade package for Africa.
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USAID’s Development Assistance Pro-
grams: The budget proposes $1.8 billion for
USAID’s development assistance programs,
which provide funding to 51 countries and 12
regional programs in Africa, Asia, and Latin
America. In Asia, USAID programs will pro-
vide an important element of the U.S. Govern-
ment response to the challenges of the eco-
nomic collapse and an inadequate social safety
net, and the opportunity to support genuine
democratization. In Latin America, the con-
tinuing assistance provided in the budget is
critical to meeting the long-term needs arising
from the devastation of Hurricane Mitch.

Humanitarian Assistance: Unfortunately,
many countries face crises which impede their
development, both from natural disasters—so
clearly illustrated by the impact of Hurricane
Mitch—and from ongoing civil conflicts. The
budget proposes $1.7 billion for the humani-
tarian assistance programs of the Department
of State and USAID. The Department of
State’s refugee program provides for care and
maintenance of refugees abroad and resettle-
ment assistance to those refugees admitted to
the United States. USAID, through its Office
of Foreign Disaster Assistance, provides for the
immediate needs of victims of natural and
manmade disasters, including internally dis-
placed persons. In addition to direct relief,
USAID also works to improve the ability of
poor countries to deal with disasters through
its prevention and mitigation programs and
programs aimed at helping countries move
from conflict to peace. USAID also provides
food aid for vulnerable populations through the
Food for Peace program.

Environment and Population Growth:
USAID development assistance and U.S. con-
tributions to international efforts, such as the
GEF and Montreal Protocol, support large and
successful programs to improve the environ-
ment and reduce population growth. The budg-
et also continues to fund USAID’s multi-year
global climate change initiative. The United
States is the recognized world leader in pro-
moting safe, effective family planning projects
and the budget request continues to fund sig-
nificant levels of U.S. assistance for these pro-
grams.

Peace Corps: The Peace Corps promotes
better understanding among nations through
its volunteers who have served as unofficial
ambassadors to the developing world. The
American people strongly support the program.
The budget proposes $270 million to enable
the agency to continue increasing the number
of volunteers abroad—with the goal of building
towards 10,000 volunteers by early in the next
century.

Increasing American Prosperity Through
Trade

The Administration remains committed to
opening global markets and integrating the
global economic system, which has become
a key element of continuing economic prosper-
ity here at home. This goal is increasingly
central to America’s diplomatic activities. The
Administration is helping to lay the ground-
work for sustained, non-inflationary growth
into the next century by implementing the
North American Free Trade Agreement and
the multilateral trade agreements concluded
during the Uruguay Round.

Export Promotion Initiative: After years
of double-digit growth, U.S. manufacturing ex-
ports slowed in 1998 as a result of global eco-
nomic problems, and that led to thousands of
worker layoffs. Because millions of American
jobs depend on foreign exports, we must help
U.S. manufacturers find new markets and at-
tract new customers for our goods overseas.
Toward that end, the budget includes a $108
million multi-agency initiative to spur addi-
tional U.S. exports. First, the initiative boosts
funding by 10 percent—or $81 million—for the
Export-Import Bank, which helps U.S. export-
ers by providing prudent financing for cus-
tomers in developing countries when private
funds are not available and by strategically
leveling the playing field against aggressive,
foreign export-credit subsidies. With the addi-
tional funds, the Bank can keep U.S. prod-
ucts—from aircraft parts to capital equipment
to environmental technology—flowing to
emerging markets where commercial banks
have withdrawn. Second, the Trade and Devel-
opment Agency receives an additional $4 mil-
lion to fund feasibility studies that enable U.S.
companies to participate in major export-gen-
erating infrastructure projects overseas. Third,
the initiative provides $14 million for the De-
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partment of Commerce’s International Trade
Administration (ITA) to increase resources for
export advocacy in key markets and for deliv-
ery of export assistance services to America’s
350,000 small manufacturers. Finally, the ini-
tiative provides $9 million for ITA and Com-
merce’s National Institute of Standards and
Technology (NIST) to expand U.S. efforts to
help developing countries establish the legal
and institutional framework needed for a com-
mercial infrastructure making it easier and
cheaper for U.S. firms to export.

Free and Fair Trade: The Administration
will continue to press forward with open trade.
At this time of economic fragility in so many
regions, it is important to continue to pursue
open markets. The budget proposes significant
increases for trade negotiators to pursue an
open, fair, rules-based trading system which
ensures that spirited economic competition
among nations does not become a race to the
bottom in environmental protections, consumer
protections, or labor standards.

The Administration also will propose to
give expanded trade benefits for two years
to the eligible countries under the Caribbean
Basin Initiative, and will propose special
trade benefits on a permanent basis to African
countries that are reforming their economies,
as part of a larger trade and investment
initiative for Africa. In addition, the Adminis-
tration will propose a one-year extension
of the Generalized System of Preferences
beyond its current expiration date of June
30, 1999, in order to continue the reduced
tariffs on many imports from developing coun-
tries provided for by this system.

Additional Trade Activities: The Trade
Promotion Coordinating Committee (TPCC) is
currently focusing on several key strategic ob-
jectives in order to provide more effective and
better coordinated trade promotion programs.
The TPCC works to promote exporter aware-
ness of the benefits of trade, to respond effec-
tively to the Asian crisis. The TPCC is also
working to improve trade in important eco-
nomic markets around the world.

The Administration also strongly supports
the reauthorization of the Overseas Private

Investment Corporation which has been an
important part of trade and investment initia-
tives through its investment insurance and
finance programs. In addition, the budget
provides an 18-percent increase, to $20 million,
for the Commerce Department’'s Market Access
and Compliance Unit, whose members monitor
trade agreements and identify compliance
problems.

Conducting Effective Diplomacy

Effective diplomacy is the foundation of
our ability to meet foreign policy goals.
The budget supports a strong U.S. presence
at over 250 embassies and other posts over-
seas, promoting U.S. interests abroad and
protecting and serving Americans by providing
consular services. The work of the Department
of State and U.S. missions supports the
goals and initiatives of American foreign
policy, and anticipates and helps to prevent
threats to our national security. This work
has expanded considerably in recent years
to include combating threats from terrorism,
proliferation of weapons of mass destruction,
nuclear smuggling, international crime, and
narcotics trafficking. The overseas posts also
serve as the administrative platform for the
many other U.S. agencies with personnel
abroad, from USAID to the Departments
of Defense, Justice, and the Treasury.

Foreign Affairs Reorganization: Enact-
ment of the Foreign Affairs Reform and Re-
structuring Act of 1998 provided the President
the authority to fundamentally restructure for-
eign affairs agencies. The reorganization will
put matters of international arms control, sus-
tainable development policy, and public diplo-
macy at the heart of our foreign policy within
a reinvented Department of State.

The reorganization will integrate the Arms
Control and Disarmament Agency (ACDA)
and the non-broadcasting portion of the U.S.
Information Agency (USIA) as well as certain
limited functions of USAID into the State
Department. The Broadcasting Board of Gov-
ernors, which oversees all governmental non-
military broadcasting abroad and is currently
part of USIA, will become an independent
Federal establishment.
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Diplomatic and Consular Operations:
The budget proposes $3.6 billion in 2000 for
the State Department, including public diplo-
macy and arms control activities. Of this total,
$0.7 billion is proposed for continuing public
diplomacy activities (formerly USIA) and $48
million is for arms control and nonproliferation
activities (formerly ACDA). This funding level
will maintain the Department’'s world-wide op-
erations, continue efforts to upgrade informa-
tion technology and communications systems,
and accommodate increased security and facil-
ity requirements at posts abroad. The major
increases proposed in the budget provide for
security and facility enhancements that will
allow foreign policy professionals abroad to do
their jobs in a safer environment. The budget
requests $3 billion in advance appropriations
to fund the construction of secure embassies
and posts around the world. The Administra-
tion will pursue these enhancements through

a capital construction strategy that will effec-
tively and efficiently meet America’s security
needs.

USAID Operating Expenses: The budget
proposes $508 million for USAID operating ex-
penses. The largest portion of this increase
over 1999 ($12 million) will provide USAID
with the resources it needs to continue to im-
prove its information technology and financial
management capabilities. The resources will
also allow USAID to maintain its overseas
presence in key developing countries, although
it will require USAID to continue its successful
reinvention efforts in order to meet increased
program delivery requirements without in-
creasing overseas staff or expenses. The budget
also accommodates the shift of security func-
tions from the USAID Inspector General to
USAID operating expenses, as required by the
1999 Foreign Operations Appropriations Act.
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SUPPORTING THE WORLD'S

STRONGEST MILITARY FORCE

ones have the quality of life they deserve.

Still, this remains a dangerous world and peace can never be a time for rest, for maintaining it
requires constant vigilance.... When we give our Armed Forces a mission, there is a principle we
must keep in mind. We should never ask them to do what they are not equipped to do, but always
equip them to do what we ask them to do.... As Commander in Chief, I have no higher duty than
this: to make certain our troops can do their job while maintaining their readiness to defend our
country and defeat any adversary; to ensure they can deploy far from home, knowing their loved

President Clinton
November 1998

The U.S. military is the backbone of the
Nation’s national security strategy. In this
post-Cold War era, the military’s responsibil-
ities have changed, but not diminished. If
anything, they have become more complex
and diverse. As the global leader of the
post-Cold War era, the U.S. must maintain
its military readiness and technological advan-
tage to ensure that this leadership role
continues. We, as a Nation, must provide
our forces with the necessary support to
carry out such a critical role.

To ensure that America’s Armed Forces
are fully prepared to meet the challenges
of the next century, the President is proposing
in the budget a long-term, sustained increase
in defense spending. In keeping with his
pledge to work with military leaders to
address the Nation’s defense needs, the Presi-
dent has determined that additional resources
are necessary to maintain military readiness;
procure modern and effective weapons sys-
tems; and provide appropriate pay, benefits
and quality of life improvements for our
service men and women. This multiple-year
plan provides robust funding for such readi-
ness components as unit operations and train-
ing, spare parts, recruiting and retention
programs, joint exercises, equipment mainte-
nance, and base operations.

The Department of Defense’s (DOD’s) Quad-
rennial Defense Review (QDR) embraces a
defense strategy which includes shaping the
international strategic environment and re-

sponding to near-term events, crises and
threats while also preparing for future threats.
The QDR is the strategic plan to ensure
that our forces remain capable of executing
the full range of global military operations
into the next century. It identifies four major
threats to U.S. security:

* regional dangers, such as cross-border ag-
gression, as well as military challenges
created by failed states, as in the case of
Yugoslavia;

* the proliferation of the technology of weap-
ons of mass destruction (WMD);

* transnational dangers, such as the spread
of illegal drugs, organized crime, terror-
ism, uncontrolled refugee migration, and
threats to the environment; and

e direct attacks on the U.S. homeland from
intercontinental ballistic missiles or other
weapons of mass destruction.

The budget fully supports the force levels,
readiness, and weapons modernization goals
of the QDR, thus enabling DOD to meet
these demanding challenges (see Table 11-1).
In particular, it provides additional resources
for three priority areas: enhancing the mili-
tary's abilities to respond to crises; building
for the future with weapons modernization
programs; and taking care of military person-
nel and their families by enhancing their
quality of life.

151
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Table 11-1. MILITARY FORCE TRENDS
Cold War
(1990) 2000 QDR Target
Army:
Divisions (active/National Guard) ..........ccccccceoeee... 18/10 10%/82 10%/82
Air Force:
Fighter wings (active/reserve) .........ccceceeeevviinnnennn. 24/12 13/7 12+/8
Navy:
Aircraft carriers (active/reserve) ..........ccccccoveueeennn. 15/1 1111 1111
Air wings (active/reserve) 13/2 10/1 10/1
Total battle force ships? 546 314 306
Marine Corps:
Divisions (aCtive/reServe) ........cccccceevivveeeeeniiineneenn, 3/1 3/1 3/1
WinNgS (ACtiVE/FESEIVE) .....cccoiiiviiiieiiiiiieeee e 3/1 3/1 3/1
Strategic nuclear forces:
Intercontinental ballistic missiles/warheads ........ 1,000/2,450 550/2,000 500/500 4
Ballistic missile submarines ............cccccccoviiiinneeen. 31 18 144
Sea-launched ballistic missiles/warheads ............. 568/4,864 432/3,456 336/not
over 1,750
Heavy DOMDErs .........ccccoeveviveieieececeeeee e, 324 90° 92°
Military personnel:
ACTIVE e 2,069,000 1,384,806 1,363,000
Selected reSEIVE .......coovveviiiiieiiie e 1,128,000 865,298 835,000
1Plus two armored cavalry regiments.
2Plus 18 separate brigades (15 of which are at enhanced readiness levels).
%Includes active and reserve ships of the following types: aircraft carriers, surface combatants, sub-
marines, amphibious warfare ships, mine warfare ships, combat logistics force, and other support ships.
4Upon entry-into-force of START II.
5Does not include 95 B-1 bombers dedicated to conventional missions.

Enhancing Military Readiness and Op-
erations: American forces must be ready and
able to respond and deploy rapidly to the full
spectrum of crises. They must prevail when
committed—whether in a major theater war,
smaller-scale contingency mission, or
counterterrorism operation. Specifically, the
budget increases funding for readiness pro-
grams to ensure that the military sustains a
high level of preparedness to carry out all of
its missions and that flying-hour programs, re-
cruiting efforts, manning levels, and unit
training programs are fully funded.

Building for the Future With Weapons
Systems Modernization: The U.S. military
must be the best equipped in the world—it
must have leading edge technologies and well-
maintained equipment in sufficient numbers
to meet mission goals. The budget increases
funding to accelerate weapon systems mod-

ernization programs. It supports procurement
of new warships, tactical fighter aircraft, and
Army and Marine Corps helicopters as well
as upgrades to Army ground combat vehicles.
The budget also provides funding for research
and development efforts that will lead to pro-
curement of next generation weapon systems
incorporating the most advanced technologies.

Taking Care of Military Personnel and
Their Families: If the military is to attract
and keep the best and the brightest, it must
offer pay, retirement, and other quality of life
benefits that compare favorably with the pri-
vate sector and Government civil service, and
that also recognize the often stressful cir-
cumstances of military life, such as long sepa-
rations from family and dangerous missions.
The budget enhances quality of life for military
personnel through significant across-the-board
pay increases, targeted pay raises with greater
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rewards for performance, and retirement bene-
fit improvements. Housing and educational
benefits are also improved.

Nevertheless, we do not have unlimited
resources with which to achieve these objec-
tives. Rather, we must pursue them carefully
within the constraints of available resources
by utilizing efficient management and business
practices to do more with less. The budget
fully supports legislative and organizational
management proposals, initiated under Sec-
retary Cohen’s Defense Reform Initiative
(DRI), including proposals for additional base
closures and competitive sourcing efforts.

Providing the Necessary Funding

For DOD, the budget proposes discretionary
funding of $268.2 billion in budget authority
and $261.8 billion in outlays for 2000 (see
Table 11-2). This represents an increase
of $4 billion over the 2000 level assumed
in the 1999 Budget. After accounting for
lower inflation and other budgetary savings,
a total of $12 billion in additional program
funding is provided for DOD, compared to
the level assumed in last year's request.

Over the five-year period 2000-2004, fund-
ing for the Defense Department will total
$1,453 billion, an increase of $64 billion
above the levels assumed for these years
in the 1999 Budget. Combined with savings
from lower inflation and other budgetary
and technical adjustments, a total of $83
billion in additional program funding will
be made available to the Department to
meet critical readiness, personnel, and mod-
ernization needs. This figure grows to an
increase of about $110 billion over the six-
year Future Years Defense Program. To reach
these program levels, the Administration pro-

poses to increase the allocation for defense
when Social Security reform is enacted.

Enhancing Military Readiness and
Operations

Ensuring Adequate Resources: Maintain-
ing high levels of readiness is our top defense
priority. To allow U.S. forces to accomplish a
wide range of missions, the budget provides
robust funding for key operations and support
programs, including unit operations and train-
ing activities, spare parts, recruiting and re-
tention programs, joint exercises, equipment
maintenance, and base operations. In addition,
DOD continues to monitor its current and fu-
ture military readiness through the Senior
Readiness Oversight Council, the Joint Month-
ly Readiness Review process, and the Ex-
panded Quarterly Readiness Report to Con-
gress. The budget provides a $4 billion
increase in 2000 and more than $20 billion
over the next five years for selected readiness
programs, including readiness-related procure-
ment. This funding will ensure that the Serv-
ices attain their traditional high standard of
readiness by enabling them to meet their re-
quired training standards, maintain their
equipment in top condition, recruit and retain
quality personnel, and procure sufficient spare
parts and other equipment.

Ensuring Successful Contingency Oper-
ations: The budget proposes funding for ongo-
ing contingency operations—Ilimited military
operations in conjunction with our allies—in
Southwest Asia and Bosnia in the Overseas
Contingency Operations Transfer Fund and
military personnel accounts. For 2000, this
amount is $2.9 billion. Congressional approval
will allow DOD to avoid redirecting funds from
standard operations and maintenance pro-

Table 11-2. DEPARTMENT OF DEFENSE FUNDING LEVELS

(In billions of dollars)

Proposed

2000 2001 2002 2003 2004

Defense Discretionary Program Level:

Budget authority .......coccveiiieeerieece e
OULIAYS ..

268.2 287.4 289.3 299.7 308.5
261.8 2694 279.3 291.2 300.9
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grams to contingency operations, thereby help-
ing to maintain the readiness of our force.

Shaping the Strategic Landscape
Through Arms Control and Cooperative
Threat Reduction: The President remains
strongly committed to reducing the threat from
weapons of mass destruction by implementing
verifiable arms control agreements. To that
end, the Strategic Arms Reduction Treaty
(START) process remains a high priority objec-
tive of U.S. foreign, security, and non-prolifera-
tion policy. As START | implementation con-
tinues, the Administration continues to work
hard to bring the START Il treaty into force
and, pending Russian ratification of START I,
is preparing to discuss further arms reduc-
tions. In addition, implementation of the
Chemical Weapons Convention is underway
and the Administration will work with the
Senate to ratify the Comprehensive Test Ban
Treaty (CTBT).

Furthermore, the Administration proposes
significant increases to threat reduction assist-
ance programs in Russia and other states
of the former Soviet Union that mitigate
the danger posed by WMD, the proliferation
of their loosely guarded fissile material compo-

nents, and the scientific expertise behind
them. These increases will strengthen the
ongoing threat reduction effort by

supplementing DOD’'s Cooperative Threat Re-
duction program (also called the Nunn-Lugar
Program) and programs managed by the
Departments of Energy and State. The budget
proposes $1.0 billion—$285 million more than
1999—for this comprehensive and aggressive
program in 2000. The DOD portion of this
effort totals $476 million.

Countering Asymmetric Threats: The
President’'s request increases funding to en-
hance the Department’s capability to counter
asymmetric threats such as terrorism, pro-
liferation and use of WMD, and threats to our
critical infrastructure. Adversaries will in-
creasingly rely on these unconventional strate-
gies to offset U.S. military superiority. The
budget provides over $5 billion for programs
to combat terrorism. Enhancements include
improved awareness and training programs,
worldwide vulnerability assessments, imple-
mentation of prescriptive standards for force
protection, and increased resources for offen-

sive means to deter, defeat, and respond to
terrorist attacks wherever they may occur.
Funding of $900 million for
counterproliferation and defense against WMD
programs improves our ability to locate and
destroy chemical and biological weapons before
they can be used and to defend against and
manage the consequences of a WMD attack.
The budget also proposes increased resources
to protect critical infrastructures that support
national security requirements, bringing this
funding to over $1 billion.

Executing Counter-drug Programs: DOD
participates fully in the National Drug Control
Strategy to stem the flow of illegal drugs into
the country and reduce demand. DOD conducts
its primary missions—to eliminate drug supply
sources and prevent drugs from entering the
country—by detecting and monitoring drugs
moving to the United States, supporting do-
mestic and foreign law enforcement, collecting
and analyzing foreign intelligence, and sup-
porting the activities of the National Guard
under State counter-drug programs. DOD con-
tinues to fight illegal drug use in the military
through prevention, education, and testing.
The budget proposes $788 million for DOD’s
counter-drug efforts.

Providing Humanitarian and Disaster
Assistance: Given its global presence and
unique capabilities, America’s military is often
asked to respond to international disasters and
human tragedies. Such responses may come
at the direction of U.S. commanders, who can
respond quickly to regional problems, or at the
President’s direction when he determines that
DOD is the appropriate agency to provide U.S.
support. The proposed $55.8 million for the
Overseas Humanitarian, Disaster, and Civic
Aid account will allow DOD to provide critical
humanitarian and disaster assistance to sup-
port U.S. interests without cutting into the re-
sources available for readiness. Also, $34.4
million will be available in 2000 to support
the President's Humanitarian Demining Pro-
gram.

Maintaining the Nation’s Nuclear Deter-
rent: Strategic forces remain an essential com-
ponent of our military capability. Within trea-
ty-imposed limits, their primary mission is to
deter nuclear attack against the United States
and its allies, and to convince potential adver-
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saries that they will never gain a nuclear ad-
vantage against our Nation.

The budget proposes $4.5 billion for DOE
to maintain confidence in the safety, reliabil-
ity, and performance of the nuclear weapons
stockpile. DOE will perform this mission
without underground nuclear testing in com-
pliance with the proposed CTBT. To make
up for the loss of testing, DOE plans to
build new non-nuclear test facilities while
upgrading the computer models it uses to
predict the performance of nuclear weapons.
The budget includes: $248 million to continue
construction of the National Ignition Facility
at the Lawrence Livermore National Labora-
tory; $543 million, for the Advanced Strategic
Computing Initiative; and $170 million for
a new source of tritium to maintain our
nuclear weapons stockpile.

Building for the Future With Weapons
Systems Modernization

Addressing the Modernization Impera-
tive: Modernizing weapons systems is critical
to the future readiness of U.S. military forces.
In the 1970s and 1980s, the Nation invested
heavily in a wide range of equipment—includ-
ing fighter aircraft, attack submarines, surface
ships, helicopters, and armored vehicles—
which enabled us to reduce weapons purchases
and total defense spending in the early 1990s
as we cut the size of U.S. forces after the Cold
War. But the equipment bought in those prior
two decades, the backbone of today’'s forces,
is aging and must be replaced. When complex
military equipment ages, it becomes more cost-
ly and more difficult to maintain and operate.
More importantly, the decisive military advan-
tage that new, superior equipment provides
may help reduce casualties and facilitate a
quick, successful resolution of conflict. For
these reasons, weapons system modernization
continues to be a high Administration priority.

The QDR determined that the Nation needs
roughly $60 billion per year in weapons
procurement funding, beginning in 2001, to
modernize U.S. forces and maintain the effec-
tiveness of equipment already in the force.
The budget provides $53 billion for the 2000
procurement program, $4 billion more than
the 1999 level, and achieves the $60 billion
goal in 2001. In addition, the budget provides

$7 billion to fund basic and applied research
and development of advanced technologies
that will lay the groundwork for procuring
next-generation systems. These R&D activities
and the educational activities they support
are also vital to the Nation's strength in
engineering, mathematics, and computer
science.

Modernizing Ground Forces: In the near
term, Army  modernization  emphasizes
digitization of battlefield systems (discussed
later in this chapter) and upgrades to existing
combat equipment so that our ground forces
will have a clear advantage over potential op-
ponents. The Army will extend the useful life
and improve battlefield performance of pri-
mary combat systems by integrating new navi-
gation and data transfer technology, improving
weapons and targeting systems, and augment-
ing vehicle protection systems. For example,
the budget proposes $652 million to upgrade
the Abrams tank, $352 million to improve the
Bradley Fighting Vehicle, and $787 million to
procure Apache Longbow helicopters.

The centerpiece of the Marine Corps mod-
ernization program is the V-22 tilt-rotor
aircraft that will replace the CH-46 and
CH-53A/D helicopters now used to transport
troops and equipment. The budget provides
$951 million to procure 10 V-22s which
will have increased range, payload, and speed
to significantly enhance Marine Corps tactical
operations.

A sometimes overlooked, but no less impor-
tant, part of ground force modernization is
the replacement of aging combat support
systems such as trucks. Both the Army
and the Marine Corps are replacing their
fleets of medium trucks by procuring new
models.

In the long term, R&D programs aim
to take advantage of leaps in technology
to enhance mission-essential equipment. The
budget funds critical development programs
which will lead to procurement in the middle
of the next decade, including $433 million
for the Army’s Comanche helicopter for armed
reconnaissance, $286 million for the Crusader
self-propelled artillery howitzer, and $93 mil-
lion for the Marines’ Advanced Amphibious
Assault Vehicle.
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Modernizing Naval Forces: The budget
continues procurement of several ship classes,
including $2.7 billion for three DDG-51 Aegis
destroyers, and $1.5 billion for two LPD-17
Amphibious Transport Dock Ships. The budget
also provides $440 million to procure the first
ADC-X, a new class of combat logistics ships.
The Navy budget continues advance funding
for the major refueling overhaul of the second
Nimitz-class nuclear aircraft carrier to enable
the ship to stay in service another 25 years.
The Navy also will procure long-lead material
to construct the tenth Nimitz-class nuclear air-
craft carrier as well as material for the next
Virginia-class submarine. In addition, the
Navy is undertaking long-term development ef-
forts to design next generation destroyers and
aircraft carriers, to be procured in the middle
of the next decade. Both of these new ship
classes will operate at lower costs than their
predecessors by taking advantage of innovative
technologies.

Along with new ships, the Navy will con-
tinue to develop and procure highly-capable
weapons for a number of missions. For defense
against missiles and aircraft, the budget
continues procurement of Standard Missiles.
The budget also supports the development
of the Tactical Tomahawk missile, an improve-
ment to the current Block IIl version of
this ship-launched land attack weapon. The
budget supports investments in ship self-
defense to provide close anti-air defense for
surface ships, and in gun and missile tech-
nologies to improve the Navy's delivery of
fire support for Marines and soldiers ashore.

Modernizing Air Forces: For the United
States to maintain its ability to dominate bat-
tles in the next century, substantial invest-
ment in new tactical combat aircraft is nec-
essary. The budget supports three new aircraft
programs. First, it provides $2.9 billion to start
full-rate production of 36 F/A-18E/F Super
Hornets, which will become the Navy’s prin-
cipal fighter/attack aircraft in the next decade.
Second, it funds the procurement of the first
production lot of six F-22 Raptors, the Air
Force’s new air superiority fighter, at a cost
of $1.9 billion. Full-rate production of the F-22
should be achieved early in the next century.
Third, $477 million is provided to continue
R&D of new materials and manufacturing
processes for the Joint Strike Fighter (JSF).

The JSF is DOD’s largest, most ambitious tac-
tical aircraft program and is designed to
produce a family of aircraft for the Air Force,
Navy, and Marine Corps. It is scheduled to
start replacing about 3,000 aging aircraft
(F-16s, F/A-18C/Ds and AV-8Bs) in 2005.

Joint missile procurement programs include
the Advanced Medium Range Air-to-Air Mis-
sile and the Joint Standoff Weapon. Procure-
ment continues for the Joint Direct Attack
Munition—an inexpensive guidance kit which
transforms unguided bombs into precision
guided munitions. In addition, the Navy's
program to upgrade existing Harpoon missiles
into Standoff Land Attack Missiles—Expanded
Response continues. The budget also funds
R&D into various munitions programs of
the future, such as the AIM-9X Sidewinder
missile and the Joint Air-to-Surface Standoff
Missile.

DOD and its industry partners are develop-
ing Evolved Expendable Launch Vehicles to
provide our military more efficient, economical
access to space and ensure a competitive
U.S. space launch industry able to provide
continued access to space well into the 21st
Century.

Developing Technologies to Defend
Against Strategic Ballistic Missiles: The
budget proposes $837 million in 2000 to con-
tinue developing a National Missile Defense
system to protect the United States from a
limited ballistic missile attack. This is a very
ambitious and technically challenging pro-
gram, but if the United States decides in 2000
to pursue deployment, the budget will enable
the Administration to deploy an effective sys-
tem in 2005. The Administration’s long-range
defense plan includes about $9.0 billion in
2000-2005 to cover development, procurement,
and construction costs.

Developing and Deploying Defenses
Against Theater Ballistic Missiles: The
budget proposes $2.9 billion to develop and de-
ploy systems to defend against missiles that
directly threaten U.S. and allied forces de-
ployed to specific theaters. While the funding
is primarily for research and development of
advanced systems to meet future threats, it
includes $301 million to procure an advanced
version of the Patriot missile and $55 million
for the Navy's Area Theater Ballistic Missile
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Defense system which will be deployed in the
near term.

Establishing Information Dominance:
America’s preeminence in using information on
the battlefield has helped us establish the
world’'s strongest military. The commander
who can better observe and analyze the battle
while disseminating highly accurate informa-
tion to his forces has a powerful advantage
over the adversary. Joint Vision 2010, DOD’s
vision for the future, focuses on the continued
development of command, control, communica-
tions, computers, intelligence, surveillance,
and reconnaissance capabilities. This effort
will enhance the accuracy of weapons and
allow more effective use of forces. The Army
plans to “digitize” a division by the year
2000—that is, equip it so that accurate, timely
information about the battle can be transferred
rapidly among U.S. forces. The budget includes
funding for Navy and Air Force automated
command and control systems and land and
space-based communications networks. It also
includes funds for battlefield surveillance as-
sets, such as unmanned aerial vehicles for all
military departments. DOD, with the Depart-
ment of Transportation, is also funding up-
grades to the Global Positioning System navi-
gation satellites to allow the United States to
maintain a military advantage while providing
enhanced navigation capabilities to civilian
users worldwide. The budget provides funds
to purchase national sensors (e.g., satellites)
to help our leaders better anticipate, monitor,
and respond to crises. These assets will play
a key role in both military operations and na-
tional security decision-making, and will en-
able commanders to direct the battle and re-
spond to threats more effectively.

Taking Care of Military Personnel and
Their Families

Enhancing Pay and Compensation: The
Administration is strongly committed to en-
hancing the quality of life of troops and their
families, which is essential for retaining and
recruiting high-quality personnel. The budget
proposes a 4.4 percent pay raise, effective Jan-
uary 2000, and targeted pay raises for selected
grades, to help ensure that military compensa-
tion remains competitive with private sector
wages. In addition, the budget contains a pro-
posal to enhance military retirement benefits.

Improving Other Quality of Life Pro-
grams: The budget includes substantial fund-
ing to improve the quality of health care, mili-
tary housing, and child care programs. En-
hancements to such family support programs
can help reduce the stresses associated with
military life, such as frequent family separa-
tions. The budget also increases funding for
educational initiatives that will enhance learn-
ing opportunities for military and eligible civil-
ian dependents worldwide by providing a full-
day kindergarten program, reducing the pupil-
teacher ratio to 18:1 in grades 1-3, and pilot-
ing a summer school program. These initia-
tives are commensurate with the President’s
educational programs designed to enhance
learning opportunities in the early years.

Supporting Our Nation’s Youth: The Na-
tional Guard's Youth ChalleNGe program, au-
thorized under U.S.C. Title 32, is a civilian
youth opportunity program that provides mili-
tary-based training, including supervised work
experience in community service and conserva-
tion projects, to young people who have left
secondary school prior to graduation. This ac-
tivity provides life skills and experiences that
enhance the employment potential of those
participating in the program. For 2000, the
budget sustains funding for this program at
last year’s level of $62 million.

Managing Our Defense Resources More
Efficiently

Pursuing Competitive Sourcing: DOD is
implementing an aggressive competitive
sourcing program for its infrastructure and
support activities, including base utility serv-
ices, general base operations, family housing,
logistics support, training, property mainte-
nance, and distribution depots. Competitive
sourcing will produce estimated savings of $6
billion from 1998 to 2003, with savings there-
after of at least $2 billion annually.

Eliminating Excess Infrastructure: DOD
has facilities that it no longer needs because
infrastructure reductions have lagged behind
force reductions. Excess facilities drain re-
sources that could otherwise go to moderniza-
tion, readiness, and quality of life. To address
the problem, DOD will send legislation to Con-
gress to seek two more rounds of base closures
and realignments in 2001 and 2005. In addi-
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tion, the budget supports an aggressive pro-
gram to demolish unneeded infrastructure lo-
cated on remaining bases.

Improving Financial Management: DOD
is continuing to implement the most com-
prehensive reform of financial systems in its
history. Both finance and accounting systems
are being consolidated and overhauled. Inter-
nal controls are being strengthened to reduce
and then eliminate “problem disbursements,”
reform the contractor payment process, im-
prove computer security and fraud detection,
and transform its financial statements. For ex-
ample, DOD has cut the category known as
problem disbursements from a total of $34.3
billion in June 1993 to $8.1 billion in August
1998. Such steps will provide managers with
more accurate and timely financial informa-
tion.

Streamlining the Civilian Work Force:
Since 1993, DOD has cut its work force by
nearly 29 percent, or about 269,000 positions,
and it will continue to streamline its civilian
work force while maintaining quality. As the
QDR and DRI recommended, DOD plans to

implement further reductions of 60,000 full-
time-equivalent civilian positions. During this
drawdown, DOD will provide transition assist-
ance for affected employees.

Implementing the Information Tech-
nology Management Reform Act (ITMRA):
Also known as the Clinger-Cohen Act, ITMRA
is designed to help agencies improve mission
performance by effectively using information
technology. One example is the Global Com-
mand and Control System, which supports
U.S. forces by improving their ability to proc-
ess and transfer critical military information
quickly and accurately. The Secretary of De-
fense has established a DOD Chief Information
Officer Council to manage DOD’s annual $26
billion information technology and command,
control, and communication budget and pro-
vide advice on ITMRA-related issues. In addi-
tion, DOD is continuing to restructure its work
processes while applying modern technologies
to maximize the performance of information
systems, achieve a significant return on invest-
ments, cut costs, and produce measurable re-
sults.
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12. OVERVIEW

The commitment of the President and the
Congress to balance the budget—and keep
it in balance—is promoting an increased
focus on allocating ever scarcer resources
to programs that demonstrate good perform-
ance. Departments are increasingly justifying
funds for programs in terms of actual and
expected performance. The Executive Branch
and the Congress are asking the key questions:
“What are we getting for what we are
spending?” and “How will we know if we
are successful?”.

The Administration’s focus on results is
not new. Led by Vice President Gore's National
Partnership for Reinventing Government
(NPR), the Administration has made real
progress in creating a Government that in
the words of the NPR, “works better, costs
less, and gets results Americans care about.”

In this budget, the Administration highlights
three aspects of performance:

e Fiscal performance (see Chapter 1, “Sus-
taining Growth”);

« Management performance (see Section 1V,
“Improving Performance Through Better
Management”); and

e Program performance, which is contained
in this section.

Together, these sections constitute what
the Government Performance and Results
Act (GPRA) contemplated—a comprehensive,
Government-wide Performance Plan. The Plan
reflects the budget and management decisions
made throughout the process of formulating
the President’'s budget, presenting a results-
oriented picture of more than 450 of year
2000 Federal Government performance goals.

The performance of Government programs
is inextricably linked to the fiscal and eco-
nomic environment and the management
framework in which they operate. The Presi-
dent's commitment to not only balance the
budget but to invest in the future while
improving public management—to do more
with less—has prompted the Administration

to maintain or expand programs that dem-
onstrate good performance. Performance by
managers is increasingly being judged on
program results.

In this section, the budget categorizes activi-
ties according to budget functions in order
to group similar programs together and begin
to present the relationship between their
goals. As contemplated in GPRA, the Adminis-
tration relied heavily on key performance
measures and annual performance goals that
were drawn from agency Annual Performance
Plans. These were first articulated in the
context of the long-term goals and objectives
in the Strategic Plans that agencies submitted
to OMB and to the Congress in September
1997.

Again this year, in preparing the budget,
the Administration performed crosscutting
analyses to augment analysis by agency and
by budget functions to provide a more complete
and useful picture of related missions and
goals across programs. The Administration
is continuing to discuss with the Congress
and stakeholders how to apply crosscutting
analyses to budget and management decision-
making.

In preparing the budget, the Administration
studied the measures and goals of the Annual
Performance Plans and took a hard look
at what the public is getting for what it
is financing. Going into this second year
of Government-wide implementation, the agen-
cies continue to improve and make good
progress in managing for results. Neverthele