
THE BUDGET MESSAGE OF THE PRESIDENT 
To the Congress of the United States: 
The Fiscal Year 1995 budget, which I 

transmit to you with this message, builds 
on the strong foundation of deficit reduction, 
economic growth, and jobs that we established 
together last year. By encouraging private 
investment—and undertaking public invest-
ment to produce more and higher-paying 
jobs, and to prepare today's workers and 
our children to hold these jobs—we are 
renewing the American dream. 

The budget continues to reverse the prior-
ities of the past, carrying on in the new 
direction we embraced last year: 

• It keeps deficits on a downward path; 
• It continues our program of investment in 

long-term economic growth, in fighting 
crime, and in the skills of our children 
and our workers; and 

• It sets the stage for health care reform, 
which is critical to our economic and fiscal 
future. 

When I took office a year ago, the budget 
and economic outlook for our country was 
bleak. Twelve years of borrow-and-spend budg-
et policies and trickle-down economics had 
put deficits on a rapid upward trajectory, 
left the economy struggling to emerge from 
recession, and given middle class taxpayers 
the sense that their government had aban-
doned them. 

Perhaps most seriously, the enduring Amer-
ican dream—that each generation passes on 
a better life to its children—was under siege, 
threatened by policies and attitudes that 
stressed today at the expense of tomorrow, 
speculative profits at the expense of long-

term growth, and wasteful spending at the 
expense of our children's future. 

A year later, the picture is brighter. The 
enactment of my budget plan in 1993, embody-
ing the commitment we have made to invest 
in our future, has contributed to a strengthen-
ing economic recovery, a clear downward 
trend in budget deficits, and the beginnings 
of a renewed confidence among our people. 
We have ended drift and broken the gridlock 
of the past. A Congress and a President 
are finally working together to confront our 
country's problems. 

Serious challenges remain. Not all of our 
people are participating in the recovery; some 
regions are lagging behind the rest of the 
country. Layoffs continue as a result of 
the restructuring taking place in American 
business and the end of the Cold War. 

Rising health care costs remain a major 
threat to our families and businesses, to 
the economy, and to our progress on budget 
deficits. Our welfare system must be trans-
formed to encourage work and responsibility. 
And our Nation, communities, and families 
face the ever-increasing threat of crime and 
violence in our streets, a threat which de-
grades the quality of life for Americans 
regardless of their income, regardless of their 
race, regardless of where they live. 

We will confront these challenges this year, 
by acting on health care reform, welfare 
reform, and the crime bill now under consider-
ation in the Congress, and by continuing 
to build on our economic plan, with further 
progress on deficits, and investments in our 
people as well as in research, technology, 
and infrastructure. 

WHAT WE INHERITED 

When our Administration took office, the 
budget deficit was high and headed higher— 
to $302 billion in 1995 and well over $400 
billion by the end of the decade. 

When our Administration took office, the 
middle class was feeling the effects of the 
tax changes of the 1980s, which had radically 
shifted the Federal tax burden from the 
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4 THE BUDGET FOR FISCAL YEAR 1995 

wealthy to those less well off. From the 
late 1970s to 1990, tax rates for the wealthiest 
Americans had declined, while rates for most 
other Americans had increased. 

When our Administration took office, the 
economy was still struggling to break out 
of recession, with few new jobs and continuing 
high interest rates. In 1992, mortgage rates 

averaged well over eight percent. Unemploy-
ment at the end of 1992 stood at 7.3 
percent, and barely a million jobs had been 
added to the economy in the previous four 
years. The outlook for the future was slow 
productivity growth, stagnant wages, and ris-
ing inequality—as sagging consumer con-
fidence demonstrated. 

A NEW DIRECTION 

Today, whether it is the deficit, fairness, 
or the status of the economy, the situation 
is much improved. 

The budget I am submitting today projects 
a deficit of $176 billion, a drop of $126 
billion from where it would have been without 
our plan. If the declines we project in the 
deficits for 1994 and 1995 take place, it 
will be the first time deficits have declined 
three years running since Harry Truman 
occupied the Oval Office. 

The disciplines we have put into place 
are working. 

We have frozen discretionary spending. Ex-
cept in emergencies, we cannot spend an 
additional dime on any program unless we 
cut it from another part of the budget. 
We are reducing low-priority spending to 
fulfill the promise of deficit reduction as 
well as to fund limited, targeted investments 
in our future. Some 340 discretionary pro-
grams were cut in 1994, and our new budget 
cuts a similar number of programs. These 
are not the kind of cuts where you end 
up spending more money. These are true 
cuts, where you actually spend less. Total 
discretionary spending is lower than the 
previous year—again, in straight dollar terms, 
with no allowance for inflation. 

As for entitlement spending, the Omnibus 
Budget Reconciliation Act of 1993 achieved 
nearly $100 billion in savings from nearly 
every major entitlement program. Pay-as-
you-go rules prevent new entitlement spending 
that is not paid for, and I have issued 
an executive order which imposes the first 
real discipline on unanticipated increases in 
these programs. For the future, health care 
reform will address the fastest growing entitle-

ment programs—Medicare and Medicaid— 
which make up the bulk of spending growth 
in future budgets, and the Bipartisan Commis-
sion on Entitlement Reform, which I have 
established by executive order, will examine 
the possibility of additional entitlement sav-
ings. 

While we have imposed tough disciplines, 
there is one more needed tool. The modified 
line-item veto, which would provide Presidents 
with enhanced rescission authority, has al-
ready been adopted by the House as H.R. 
1578. If enacted, it will enable Presidents 
to single out questionable items in appropria-
tions bills and require that they be subject 
to an up-or-down majority vote in the Con-
gress. I think that makes sense, and it 
preserves the ability of a majority in Congress 
to make appropriations decisions. 

In addition to budget discipline, we made 
dramatic changes that restored fairness to 
the tax code. We made the distribution of 
the income tax burden far more equitable 
by raising income tax rates on only the 
richest 1.2 percent of our people—couples 
with income over $180,000—and by substan-
tially increasing the Earned Income Tax Credit 
for 15 million low-income working families. 
Thus, nearly 99 percent of taxpayers will 
find out this year that their income tax 
rates have not been increased. 

Results 
Finally, the most significant result of our 

commitment to changing how Washington 
does business is growing economic confidence. 
Investment is up—in businesses, in residences, 
and in consumer durables; real investment 
in equipment grew seven times as fast in 
1993 as over the preceding four years. Mort-
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THE BUDGET MESSAGE OF THE PRESIDENT 5 

gage rates are at their lowest level in decades. 
Nearly two million more Americans are work-
ing than were working a year ago, twice 
as great an increase in one year as was 
achieved in the previous four years combined; 
and the rate of unemployment at the end 

of 1993 was down to 6.4 percent, a drop 
of nearly a full percentage point. 

The fundamentals are solid and strong, 
and we are building for the future with 
a steady and sustainable expansion. 

THE ECONOMIC PLAN 

How did all this happen? Our economic 
plan had three fundamental components: 

Deficit Reduction 
First, the introduction and eventual enact-

ment of our $500 billion deficit-reduction 
plan—the largest in history—brought the defi-
cit down from 4.9 percent of GDP, where 
it was in 1992, to a projected 2.5 percent 
of GDP in 1995 and 2.3 percent of GDP 
in 1999. This substantially eased pressure 
on interest rates by reducing the Federal 
Government's demand for credit and by con-
vincing the markets of our resolve in reducing 
deficits. Those lower interest rates encouraged 
businesses to invest, and convinced families 
to buy new homes and automobiles, along 
with other durable goods. 

Investment 
Second, we proposed, and Congress largely 

provided, a set of fully paid-for measures 
to encourage private investment (beyond the 
inducement provided by deficit reduction) and 
commit public investment to our country's 
future. The first component was making nine 
out of ten businesses eligible for tax incentives 
to invest in future growth—including a major 
expansion of the expensing allowance for 
small businesses and a new capital gains 
incentive for long-term investments in new 
businesses. 

The second component was public invest-
ment in the future: in infrastructure, tech-
nology, skills, and security. These investments 
are directed toward preparing today's workers 
and our children for the new, higher-paying 
jobs of the modern economy; repairing and 
expanding our transportation and environ-
mental infrastructure; fighting crime; expand-

ing our Nation's technological base; and in-
creasing our health and scientific research. 

Among other things, we greatly expanded 
the very successful Head Start program and 
WIC nutrition program for pregnant women, 
infants, and young children; provided a major 
increase to fulfill the mandate of the Inter-
modal Surface Transportation Efficiency Act 
(ISTEA) authorization; provided initial funding 
for the National Service Act and new funding 
for educational reforms and other education 
and training initiatives; began the process 
of fulfilling my goal of putting another 100,000 
police officers on the streets of our cities 
and towns; and provided additional resources 
for urban and rural development. 

Trade 
Finally, our long-term economic strategy 

depends on the expansion of our international 
trade markets. In 1993, we did more than 
at any time in the past two generations 
to open world markets for American products. 
The ratification of the North American Free 
Trade Agreement (NAFTA) establishes the 
largest market in the world. By lowering 
tariffs on our exports to Mexico, the agreement 
is going to increase jobs in this country— 
and, if previous experience is a guide, they 
will mostly be high-paying jobs. 

We also completed work on the Uruguay 
Round of the General Agreement on Tariffs 
and Trade (GATT), a worldwide agreement 
to reduce tariffs and other trade barriers 
that will also create high-paying jobs and 
spur economic growth in this country. 

In addition, we established the U.S.-Japan 
Framework for a New Economic Partnership 
so that we can work to increase Japanese 
imports of U.S. goods and services and pro-
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6 THE BUDGET FOR FISCAL YEAR 1995 

mote international competitiveness. And to 
relieve unnecessary burdens on U.S. busi-
nesses, we eliminated unneeded export con-
trols on certain technology to encourage ex-
ports of U.S. high-technology products. 

THE YEAR AHEAD 

In 1994, we will build on the strong 
foundation we laid in 1993. 

Fiscal Discipline 
We continue to implement the $500 billion 

in deficit reduction from last year's reconcili-
ation bill. To achieve the required hard 
freeze in discretionary spending and make 
needed investments, we propose new cuts 
in some 300 specific non-defense programs. 
That includes the termination of more than 
100 programs. Many of these savings will 
be controversial, but we have little choice 
if we are going to meet our budget goals. 

On the other side of the ledger, this 
budget contains no new tax increases. 

New Investment 
The investments in this budget continue 

to target jobs, education, research, technology, 
infrastructure, health, and crime. 

Investing in people. First and foremost, 
the goal of our economic strategy is to provide 
more and better paying jobs for our people— 
both today and in the future—and to educate 
and train them so that they are prepared to 
do those jobs. 

The budget contains a major workforce 
security initiative to promote job training 
and reemployment. In the past, government 
has provided workers who lost their jobs 
with temporary unemployment benefits to 
tide them over, and little else. But in this 
new era, when the fundamental restructuring 
of our economy is causing permanent layoffs 
and the virtual shutdown of entire industries, 
we need to create a reemployment system. 

This budget begins the process of establish-
ing that system, which ultimately will give 
dislocated workers easier access to retraining, 
job-search, and other services designed not 
only to help them through a difficult period 

but also to prepare them to thrive in produc-
tive, new jobs. 

We also continue to invest in our most 
precious resource—our children—with proven, 
effective programs, as well as with new 
initiatives to confront the problems of a 
changing society. 

We propose to expand funding for the 
school-to-work program, which will provide 
apprenticeship training for high school stu-
dents who do not plan to attend college. 
And our budget expands the national service 
program, which gives our young people an 
opportunity to serve their communities and 
earn money towards college. 

We provide strong support for the Goals 
2000 program, which I hope Congress will 
enact early this year, to help local school 
systems reform themselves to educate our 
children for the 21st century. We must set 
high standards for all of our children, while 
providing them with the opportunity they 
deserve to learn. 

We also provide major increases for WIC 
and for Head Start, which we will seek 
to improve as well. And we significantly 
expand and better target the Title I program, 
which focuses on needy children to make 
sure they can take full advantage of our 
educational system. 

Investing in know-how. America has al-
ways sought to be the world's leader in science 
and technology. In some arenas in recent 
years, we have lost that status. But in the 
remainder of this decade and in the 21st cen-
tury, we must be sure that the United States 
is on the cutting edge of research and techno-
logical advances. 

To that end, the 1995 budget proposes 
critical investments in the National Institute 
of Standards and Technology's Advanced Tech-
nology Program; NASA's research, space, and 
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THE BUDGET MESSAGE OF THE PRESIDENT 7 

technology programs; the National Science 
Foundation; the information superhighway, 
on which the Vice President has worked 
so hard; and energy research and development. 

In addition, I am determined to continue 
assisting the industries and communities 
which have supported our Nation's defense 
as we continue the defense downsizing that 
began in the mid-1980's and accelerated in 
the early 1990s with the end of the Cold 
War. 

I am proposing significant investments in 
the Technology Reinvestment Project, which 
will work with the private sector to encourage 
the development and application of dual-
use technologies. And the budget also includes 
additional resources for the Office of Economic 
Adjustment, which provides planning grants 
to communities as they convert their local 
economies to profitable peacetime endeavors. 

Investing in physical capital. The Na-
tion's capital infrastructure and the economies 
of too many urban and rural communities have 
suffered too long from neglect. Last year, we 
began to address these shortfalls, and in 1995, 
we propose to continue these initiatives. 

We propose, first, to continue full funding 
of core highway programs within the ISTEA 
transportation authorization act, as well as 
a substantial increase in Mass Transit Capital 
Grants. To help provide this level of funding, 
the budget proposes rescission of many high-
way demonstration projects, which frequently 
are an inefficient allocation of taxpayers' 
dollars. 

In addition, we propose to continue the 
restoration of our environmental infrastructure 
with investments in the technologies of the 
future under the Clean Water Act and other 
environmental programs. 

Last year, we enacted legislation to establish 
urban and rural Empowerment Zones. This 
year, we will designate those zones, as well 
as enterprise communities, to attract invest-
ment to neglected communities and provide 
the kinds of services needed to support eco-
nomic development. 

In this budget, HUD outlays for housing 
assistance, services to the homeless, and 
development aid to distressed communities 

will increase substantially, with aid to the 
homeless nearly doubling from the previous 
year. Both housing aid to families and aid 
to the homeless will be restructured to support 
transitions to economic independence. 

I also propose to continue our rural develop-
ment initiative, with grants and loans that 
represent a 35-percent increase over the pre-
vious year. This assistance will provide for 
improved rural infrastructure and services, 
such as water treatment facilities and rural 
health clinics, increase rural employment, 
further diversify rural economies, and provide 
rural housing opportunities by expanding as-
sistance to allow low- and moderate-income 
residents to become homeowners. 

Investing in quality of life. This budget 
continues our efforts to enhance environmental 
protection and preserve our natural resources. 

We propose both to strengthen the steward-
ship of these resources and improve environ-
mental regulatory and management programs. 
We increase state revolving funds for clean 
water and drinking water, and we propose 
the establishment of four ecosystem manage-
ment pilot projects. In addition, we are 
proposing significant improvements and re-
forms in the Superfund program, as well 
as important international environmental ini-
tiatives. 

Health Care Reform 
Enactment of health care reform, with 

its focus on controlling health care costs, 
is the key to making even greater progress 
on deficits. Indeed, if the Congress adopts 
the Health Security Act in 1994, we believe 
that deficits will fall to 2.1 percent of GDP 
in fiscal year 1999, the lowest since 1979. 

Of course, deficit reduction is only one 
reason for health care reform. Providing health 
security to every American, with a package 
of comprehensive benefits through private 
health insurance that can never be taken 
away, is critical not only to long-term budget 
restraint but also to long-term economic 
growth, to the productivity of our workers 
and businesses, and to the health and peace 
of mind of all Americans. 

With some 58 million Americans lacking 
insurance at some time during the year; 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

1995



8 THE BUDGET FOR FISCAL YEAR 1995 

with the estimated 81 million Americans 
with preexisting conditions paying more, un-
able to get insurance, or not changing jobs 
for fear of losing their insurance; with the 
small businesses that cover their workers— 
and a majority do—burdened by the skyrocket-
ing cost of insurance, which is 35 percent 
higher for them than it is for big business 
and government; and with 76 percent of 
Americans carrying policies that contain life-
time limits, which can leave them without 
coverage when they need it most—this country 
is facing a health care crisis. And we must 
confront it now. 

In addition to our health care reform 
effort, the 1995 budget contains key invest-
ments in health care and research. We propose 
the largest increase ever requested in research 
funds for the National Institutes of Health. 
This national treasure not only keeps our 
Nation in the forefront of health research 
but has demonstrably saved millions of lives 
and improved the quality of millions more. 
The additional investment we propose will 
help NIH with its research in many areas, 
from AIDS to heart problems, from mental 
health to breast cancer. 

Welfare Reform 
A major initiative for my Administration 

has been and will continue to be overhauling 
our welfare system. We must reward work, 
we must give people the wherewithal to 
work, and we must demand responsibility. 

Welfare reform has already begun. The 
first step was the expansion of the Earned 
Income Tax Credit last year. That expansion 
rewards work by ensuring that families with 
a full-time worker will not live in poverty. 

The second stage of welfare reform is 
health care reform. Our current health care 
system often encourages those on welfare 
to stay there in order to receive health 
insurance through Medicaid. When we require 
that every worker be insured, that disincentive 
to work will disappear. 

The next element of welfare reform is 
personal responsibility. Our welfare reform 
plan will include initiatives to prevent teen 
pregnancy, ensure that parents fulfill their 
child support obligations, and try to keep 

people from going on welfare in the first 
place. We must remember this: governments 
do not raise children, parents do. 

The ultimate goal of our reforms is to 
have our people rely on work, not on welfare. 
Our plan will build on the Family Support 
Act by providing education, training, and 
job search and placement for those who 
need it; it will require people who can 
work to do so within two years, either 
in the private sector or community service; 
it will restore the basic social contract of 
providing opportunity and demanding respon-
sibility in return. 

Crime 
Enactment of the crime bill now being 

considered in the Congress is also essential, 
and it should happen quickly. We simply 
cannot tolerate what is happening in the 
streets of our cities and towns today. Crime 
and violence, the proliferation of handguns 
and assault weapons, the fear that millions 
of Americans feel when they emerge from 
their homes at night—and even in the day-
time—must be confronted head-on. 

We need to toughen enforcement, and we 
need to provide our local governments with 
the resources they need to take on the 
epidemic of violent crime. The crime bill 
will provide substantial resources, enough 
to fulfill my commitment to put 100,000 
additional police on our streets. This budget 
funds major pieces of the crime bill, and 
I urge the Congress not only to approve 
the authorizing legislation but to provide 
the financial resources to back it up. 

Defense and International Affairs 
Profound shifts are taking place in America's 

foreign relations and defense requirements. 
When we came into office, we faced dramati-
cally changed international conditions and 
problems, but we inherited foreign and defense 
policies and institutions still geared, in many 
ways, to the conditions and needs of the 
Cold War. 

This budget reflects the major changes 
we are carrying out in the content, direction, 
and institutions which ensure that our inter-
ests are defended abroad. We are committed 
to remaining engaged in a world inextricably 
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THE BUDGET MESSAGE OF THE PRESIDENT 9 

linked by trade and global communications. 
The nature of that engagement is changing, 
however. 

We remain committed to maintaining the 
best trained, best equipped and best prepared 
fighting force in the world. Thanks to our 
1993 Bottom-Up Review of defense, this force 
is being reshaped to meet the new challenges 
of the post-Cold War era. We can maintain 
our national security with the forces approved 
in the Bottom-Up Review, but we must 
hold the line against further defense cuts, 
in order to protect fully the readiness and 
quality of our forces. 

We have put our economic competitiveness 
at the heart of our foreign policy, as we 
must in a global economy. We are following 
the success of NAFTA and GATT with further 
market-opening negotiations and intensified 
focus on the promotion of U.S. exports. We 
are paying particular attention to the Asian 
and Pacific markets, which have the most 
dynamic growth of any region in the world. 

We are dedicated to the enlargement of 
the community of free market democracies, 
both as a way of ensuring greater security 
and as a way of expanding economic oppor-
tunity. Our programs for the New Independent 
States of Europe and Central Asia are the 
centerpiece of this effort. 

We are responding aggressively to the new 
international security challenges that face 
us: regional conflicts, the proliferation of 
weapons of mass destruction, the movement 
of refugees, and the international flow of 
illegal narcotics. And we are addressing 
threats to the global environment and rapid 
population growth with a program to promote 
sustainable development. 

Finally, we are fundamentally reforming 
and restructuring our international coopera-
tion programs, giving an entirely new post-
Cold War structure to our efforts by rewriting 
the basic legislation that has guided such 
programs for more than thirty years. 

National Performance Review 
The Vice President's National Performance 

Review (NPR) has paved the way for major 
reforms of how our government works, which 
are essential to making government more 

efficient and responsive. Last year, we began 
implementing its recommendations. With this 
budget, that effort shifts into high gear. 

First, this budget implements the reduction 
by 100,000 of Federal positions required by 
my Executive Order of last year. Indeed, 
because of discretionary spending constraints, 
our proposals actually exceed that total by 
18,000. In addition, planning has begun on 
the further downsizing that will be required 
to implement the remaining portion of the 
252,000-position personnel reduction rec-
ommended by the NPR. With this downsizing, 
we will bring the number of Federal employees 
to the lowest level in thirty years. 

To reach these goals, we need to be able 
to offer incentive packages to those whose 
positions will be eliminated. This is one 
of our highest legislative priorities, and it 
requires attention now. These "buy-out" pack-
ages will minimize the need for more costly 
reductions in force, are less disruptive since 
they are voluntary, and save the government 
money in the long run. 

The time also has come for swift passage 
of procurement reform, another of our highest 
priorities. Streamlining procurement is essen-
tial to meeting our personnel downsizing 
targets. And overhaul of the current, wasteful 
system can give us significant savings, as 
well as improved performance by government 
suppliers. 

Further, this budget contains many of the 
specific programmatic savings proposed by 
the NPR. These savings have been used 
in large part to help us meet the discretionary 
spending freeze. 

With my executive order last year, we 
also began the process of reforming one 
of the basic functions of government—the 
regulatory process. Regulations are often nec-
essary to improve the health, safety, environ-
ment, and well-being of the American people. 
Our goal is a more open, more fair, and 
more honest process that produces smart 
regulation: rules that impose the least burden 
and provide the most cost-effective solutions 
possible. 

Finally, all of our departments and agencies 
have begun to reform their basic operations, 
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10 THE BUDGET FOR FISCAL YEAR 1995 

including their financial and other administra-
tive practices. 

The goal of the NPR is to make government 
work better and cost less—and to make 
it more convenient and responsive to those 
it serves. That is not something that can 
be completed in one year, in four, or even 
eight. But we have a responsibility to begin, 
and that we have done. 
Conclusion 

These are the priorities I seek to pursue 
in the coming year. Last year, we succeeded 
in breaking the gridlock that had gripped 
Washington for far too long. In contrast 
to past budgets, which lacked credibility, 

we made sure to use cautious estimates, 
and we shot straight with the American 
people. 

The results are evident. 
We said we would bring the deficit down, 

and we did. We said we would revitalize 
the economy, and we did. We said that 
we would help the private sector to create 
jobs, and we did. We said that we would 
reduce the size of the bureaucracy, and 
we did. 

Last year, my Administration and the Con-
gress worked side by side to move our 
country forward. Let us extend that record 
of achievement in 1994. 

WILLIAM J. CLINTON 

February 7, 1994 
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THE BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

The 1996 Budget, which I am transmitting
to you with this message, builds on the
Administration’s strong record of economic
progress during the past two years and
seeks to create a brighter future for all
Americans.

When I took office two years ago, the
economy was suffering from slow growth,
inadequate investment, and very low levels
of job creation. We moved quickly and vigor-
ously to address these problems. Working
with Congress in 1993, we enacted the largest
deficit reduction package in history. We cut
Federal spending by $255 billion over five
years, cut taxes for 40 million low- and
moderate-income Americans, and made 90
percent of small business eligible for tax
relief, while increasing income tax rates only
on the wealthiest 1.2 percent of Americans.
And while we placed a tight ‘‘freeze’’ on
overall discretionary spending at 1993 levels,
we shifted spending toward investments in
human and physical capital that will help
secure our future.

As we fought for our budget and economic
policies, we moved aggressively to open world
markets for American goods and services.
We negotiated the North American Free Trade
Agreement with Canada and Mexico, con-
cluded negotiations over the Uruguay Round
of the General Agreement on Tariffs and
Trade, and worked with Congress to enact
implementing legislation for both.

Our economic plan helped bring the deficit
down from $290 billion in 1992, to $203
billion in 1994, to a projected $193 billion
this year—providing three straight years of
deficit reduction for the first time since
Harry Truman was President. Measured as
a percentage of our economy—that is, Gross
Domestic Product (GDP)—our plan will cut
the deficit in half.

By reassuring the financial markets that
we were serious about getting our fiscal
house in order, our plan also lowered interest

rates while holding inflation in check. That
helped to stimulate private investment and
exports, and sparked the creation of 5.6
million new jobs—more than twice the number
in the previous four years.

Now that we have brought the deficit
down, we have no intention of turning back.
My budget keeps us on the course of fiscal
discipline by proposing $81 billion in addi-
tional deficit reduction through the year 2000.
I am proposing to save $23 billion by
reinventing three Cabinet departments and
two other major agencies, to save $2 billion
by ending more than 130 programs altogether,
and to provide better service to Americans
by consolidating more than 270 other pro-
grams. Under my plan, the deficit will con-
tinue to fall as a percentage of GDP to
2.1 percent, reaching its lowest level since
1979.

Despite our strong economic record, however,
many Americans have not shared in the
fruits of recovery. Though these Americans
are working harder and harder, their incomes
are either stagnant or falling. The problem
is particularly acute among those with less
education or fewer of the skills needed to
compete in an increasingly global economy.
To build a more prosperous America, one
with rising living standards for all Americans,
we must turn our attention to those who
have not benefited from the current recovery.

My budget proposes to do that.

Promoting a Rising Standard of Living
for All Americans

I am proposing a Middle Class Bill of
Rights, which will provide tax relief to middle-
income Americans. The Middle Class Bill
of Rights includes a $500 per child tax
credit for middle-income families with children
under 13; expands eligibility for Individual
Retirement Accounts and allows families to
make penalty-free withdrawals for a range
of educational, housing, and medical needs;
and offers a tax deduction for the costs
of college, university, or vocational education.
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Also as part of my Middle Class Bill of
Rights, I am proposing to revamp our confus-
ing array of job training programs by consoli-
dating some 70 of them. In my G.I. Bill
for America’s Workers, I propose to offer
dislocated and low-income workers ‘‘Skill
grants’’ through which they can make their
own choices about the training they need
to find new and better jobs.

The G.I. Bill for America’s Workers is
the final element of my effort to improve
the education and skills of Americans, ena-
bling them to compete in the economy of
today and tomorrow. In the last two years,
we enacted Goals 2000 to encourage States
and localities to reform their education sys-
tems; revamped the student loan program
to make post-secondary education affordable
to more Americans; and pushed successfully
for the School-to-Work program that enables
young Americans to move more easily from
high school to training or more education.

And I am proposing to pay for this Middle
Class Bill of Rights with specific spending
cuts. In fact, I am proposing enough spending
cuts to provide more than twice as much
in budget savings—$144 billion—as the tax
cuts will cost—$63 billion—over five years.

Creating Opportunity and Encouraging
Responsibility

By itself, the Federal Government cannot
rebuild America’s communities. What it can
do is give communities some of the tools
and resources to address their problems in
their own way. My national service program
provides incentives for Americans of all ages
to volunteer their services in local communities
across the country, and earn money for
their own education. The budget proposes
to invest more in our urban centers as
well as in rural areas, and to continue
our efforts to build stronger government-
to-government relations with American Indian
and Alaska Native Tribes. And I will work
with Congress to enact comprehensive welfare
reform that embodies the principles of work
and responsibility for abled-bodied recipients,
while protecting their children.

My Administration has worked with State
and local law enforcement agencies to help
retake the streets from the criminals and

drug dealers who, in far too many places,
now control them. Congress enacted my crime
bill last year, finally answering the cries
of Americans after too many years of debate
and gridlock. We pushed successfully for
the ‘‘three strikes and you’re out’’ rule for
violent criminals, and we are making signifi-
cant progress on my promise to put 100,000
more police on the street. Congress also
passed the long-overdue Brady Bill, which
provides for background checks that will
keep guns out of the hands of criminals.
In this budget, I am proposing new funds
with which States and localities can hire
more police, build more space in prisons
and boot camps, invest in prevention programs
for first-time offenders, and provide drug
treatment for many more drug users.

My Administration inherited deep-seated
problems with the immigration system, and
we have gone a long way toward addressing
them. This budget proposes the strongest
efforts yet, including funds for over 1,000
new Border Patrol agents, inspectors, and
support staff. While working to fulfill the
Federal Government’s responsibility to secure
our borders against illegal immigration, the
budget also proposes funds to assist States
that are unduly burdened with the health,
education, and prison-related costs associated
with illegal immigrants.

We must redouble our efforts to protect
the environment. My Administration has
sought more innovative, effective approaches
to do so, and this budget would build upon
them. In particular, I am proposing to work
more with State and local governments, busi-
nesses, and environmental groups on collabo-
rative efforts, while seeking more funds for
high-priority programs.

Because investments in science and tech-
nology pay off in higher productivity and
living standards down the road, I am seeking
significant new funding for the Advanced
Technology Program at the Commerce Depart-
ment’s National Institute of Standards and
Technology, NASA’s New Technology Invest-
ments, the Defense Department’s Technology
Reinvestment Project, biomedical research at
the National Institutes of Health, and research
and development at the National Science
Foundation. I am also seeking to strengthen
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our coordinated efforts through the Adminis-
tration’s National Science and Technology
Council and to improve the payment system
for federally-sponsored research at colleges
and universities.

I remain committed to comprehensive health
care reform. The problems that prompted
me to send Congress the Health Security
Act in November 1993 have not gone away.
Health care costs have continued to soar
for individuals, businesses, and all levels
of government. More Americans are losing
their health coverage each year, and many
others are staying in jobs only out of fear
of losing their own coverage. I am asking
Congress to work with me on a bipartisan
basis, to take the first steps toward guarantee-
ing health care coverage to every American
while containing costs.

Projecting American Leadership Around
the World

We have begun the post-Cold War era
and welcome one of its most significant
fruits—the continuing efforts of Russia and
the newly-independent states to move toward
democracy and economic freedom. We propose
to continue our support for this fundamental
change that clearly serves the Nation’s long-
term interests.

My proposals for international affairs also
promote and defend this Nation’s vital inter-
ests in Central Europe, the Middle East,
and Asia. The budget supports the important
role we play in fostering our historic peace
process in the Middle East.

With the global economy offering the pros-
pect of new markets for American goods,
we are redoubling our efforts to promote
an open trading system in Asia, as well
as in Latin America and the rest of the
globe. I am, for instance, proposing increased
funding for our trade promotion agencies,
such as the Export-Import Bank, which
strengthen our trade position. I am also
asking for continued support for the bilateral
and multilateral assistance to less-developed
nations that can prevent humanitarian crises,
as well as support for a strong American
response to these crises.

Our military strength works in synergy
with our foreign policy. Our forces defend
our interests, deterring potential adversaries
and reassuring our friends. My Defense Fund-
ing Initiative, a $25 billion increase in defense
spending over the next six years, marks
the third time that I have raised defense
spending above my initial funding plan in
order to support and maintain the most
capable military force in the world. I am
determined to ensure a high level of readiness
of U.S. military forces, to continue to improve
the pay and quality of life for the men
and women who serve, and to ensure that
our forces are modernized with new systems
that will be available near the end of the
century.

Making Government Work

None of our efforts can fully succeed unless
we make Government work for all Americans.
We have made great progress with the Na-
tional Performance Review (NPR), which I
established early in the Administration and
which Vice President Gore has so ably run
at my direction.

Specifically, departments and agencies
across the Government have made substantial
progress on each of the NPR’s four themes:
putting customers first, empowering employees
to get results, cutting red tape, and cutting
back to basics. The departments and agencies
have established customer service standards
and streamlined their operations. They also
are working with my Office of Management
and Budget to focus more on ‘‘performance’’—
what Federal programs actually accomplish.
And they are doing all this while we are
cutting the Federal workforce by 272,900
positions, bringing it to its smallest size
since John Kennedy was President.

We also greatly improved the Federal regu-
latory system, opening it up more to public
scrutiny. We plan to build upon our efforts,
to make sure that we are protecting the
public while not unduly burdening any one
industry or group. We also overhauled the
Federal procurement system, cutting moun-
tains of red tape and enabling the Government
to buy high-quality goods and services at
lower cost.
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Despite such progress, however, we are
only beginning our efforts. I recently an-
nounced a major restructuring of the Depart-
ments of Housing and Urban Development,
Energy, and Transportation, the General Serv-
ices Administration, and the Office of Person-
nel Management. The budget contains details
of these restructurings and our related propos-
als that affect hundreds of other programs.

In the coming months, the Vice President
will lead Phase II of our crusade to reinvent
Government—an effort to identify other agen-
cies and programs to restructure or terminate,
to sort out responsibilities among the Federal,
State, and local levels of government, and
to choose functions better performed by the
private sector.

Conclusion

Our agenda is working. By cutting the
budget deficit, investing in our people, and

opening world markets, we have begun to
lay the foundation for a strong economy
for years to come. And by reinventing the
Federal Government, cutting red tape and
layers of management, we have begun to
make Government more responsive to the
American people.

This budget seeks to build upon those
efforts. It seeks to spread the benefits of
our economic recovery to more Americans
and give them the tools to build a brighter
future for themselves. It also seeks to continue
our reinvention efforts—to eliminate or re-
structure agencies and programs, and to
better sort out responsibilities among the
Federal, State, and local levels of government.

These proposals will help us to create
a stronger economy and more effective Govern-
ment. I will ask for Congress’s help in
these efforts.

WILLIAM J. CLINTON

February 6, 1995
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THE BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

The 1997 Budget, which I am transmitting
to you with this message, builds on our
strong economic record by balancing the budg-
et in seven years while continuing to invest
in the American people.

The budget cuts unnecessary and lower
priority spending while protecting senior citi-
zens, working families, and children. It re-
forms welfare to make work pay and provides
tax relief to middle-income Americans and
small business.

Three years ago, we inherited an economy
that was suffering from short- and long-
term problems—problems that were created
or exacerbated by the economic and budgetary
policies of the previous 12 years.

In the short term, economic growth was
slow and job creation was weak. The budget
deficit, which had first exploded in size
in the early 1980s, was rising to unsustainable
levels.

Over the longer term, the growth in produc-
tivity had slowed since the early 1970s and,
as a result, living standards had stagnated
or fallen for most Americans. At the same
time, the gap between rich and poor had
widened.

Over the last three years, we have put
in place budgetary and other economic policies
that have fundamentally changed the direction
of the economy—for the better. We have
produced stronger growth, lower interest rates,
stable prices, millions of new jobs, record
exports, lower personal and corporate debt
burdens, and higher living standards.

Working with the last Congress in 1993,
we enacted an economic program that has
worked better than even we projected in
spurring growth and reducing the deficit.
We have cut the deficit nearly in half,
from $290 billion in 1992 to $164 billion
in 1995. As a share of the Gross Domestic
Product, we have cut the deficit by more

than half in three years, bringing the deficit
to its lowest level since 1979.

While cutting overall discretionary spending,
we also shifted resources to investments in
our future. With wages increasingly linked
to skills, we invested wisely in education
and training to help Americans acquire the
tools they need for the high-wage jobs of
tomorrow. We also invested heavily in science
and technology, which has been a strong
engine of economic growth throughout the
Nation’s history.

For Americans struggling to raise their
children and make ends meet, we have
sought to make work pay. We expanded
the Earned Income Tax Credit, providing
tax relief for 15 million working families.
And we have given 37 States the freedom
to test ways to move people from welfare
to work while protecting children.

As the economy has become increasingly
global, prosperity at home depends heavily
on opening foreign markets to American goods
and services. With this in mind, we secured
legislation to implement the General Agree-
ment on Tariffs and Trade and the North
American Free Trade Agreement, and we
have completed over 80 other trade agree-
ments. Under our leadership, U.S. exports
have grown to an all-time high.

With these policies, we have helped pave
the way for a future of sustained economic
growth, low interest rates, stable prices, and
more opportunity for Americans of all incomes.
But our work is not done.

Looking ahead, as I said recently in my
State of the Union address, we must answer
three fundamental questions: First, how do
we make the American dream of opportunity
for all a reality for all Americans who
are willing to work for it? Second, how
do we preserve our old and enduring values
as we move into the future? And, third,
how do we meet these challenges together,
as one America?

This budget addresses those questions.
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Creating an Age of Possibility

I am committed to finishing the job that
we began in 1993 and finally bringing the
budget into balance. In our negotiations with
congressional leaders, we have made great
progress toward reaching an agreement. We
have simply come too far to let this oppor-
tunity slip away.

A balanced budget would reduce interest
rates for all Americans, including the young
families across the land who are struggling
to buy their first homes. It also would
free up funds in the private markets with
which businesses could invest in factories
and equipment, or in training their workers.

But we have to balance the budget the
right way—by cutting unnecessary and lower
priority spending; investing in the future;
protecting senior citizens, working families,
children, and other vulnerable Americans;
and providing tax relief for middle-income
Americans and small businesses.

My budget does that. It strengthens Medi-
care and Medicaid, on which millions of
senior citizens, people with disabilities, and
low-income Americans rely. It reforms welfare.
It cuts other entitlements. And it cuts deeply
into discretionary spending.

But while cutting overall discretionary
spending, my budget invests in education
and training, the environment, science and
technology, law enforcement, and other prior-
ities to help build a brighter future for
all Americans. We should spend more on
what we need, less on what we don’t.

Projecting American Leadership

Across the globe, we live in a time of
great opportunity and great challenge. With
the end of the Cold War, the world looks
to the United States for leadership. Providing
it is clearly in our best interest. We must
not turn away.

My budget provides the necessary resources
to advance America’s strategic interests, carry
out our foreign policy, open markets abroad,
and support U.S. exports. It also provides
the resources to confront the emerging global
threats that have replaced the Cold War
as major concerns—regional, ethnic, and na-

tional conflicts; the proliferation of weapons
of mass destruction; international terrorism
and crime; narcotics trading; and environ-
mental degradation.

On the diplomatic front, our successes have
been numerous and heartening, and they
have made the world a safer and more
stable place. Through our leadership, we
are helping to bring peace to Bosnia and
the Middle East, and we have spurred progress
in Northern Ireland. We also encouraged
the movement toward democracy and free
markets in Russia and Central Europe, and
we led a successful international effort to
defuse the nuclear threat from North Korea.

On the military front, we have deployed
our forces where we could be effective and
where it was in our interest to promote
stability by ending bloodshed (such as in
Bosnia) and suffering (such as in Rwanda).
We also have used the threat of force to
ease tensions, such as to unseat an unwelcome
dictatorship in Haiti and to stare down
Iraq when it threatened again to move against
Kuwait.

This budget provides the funds to sustain
and modernize the world’s strongest, best-
trained, best-equipped, and most ready mili-
tary force. Through it, we continue to support
service members and their families with qual-
ity-of-life improvements in the short term,
while planning to acquire the new technologies
that will become available at the turn of
this decade.

Creating Opportunity and Encouraging
Responsibility

The Federal Government cannot—by itself—
solve most of the problems and address
most of the challenges that we face as
a people. In some cases, it must play a
lead role—whether to ensure the guarantee
of health care for vulnerable Americans, ex-
pand access to education and training, invest
in science and technology, protect the environ-
ment, or make the tax code fairer. In other
cases, it must play more of a partnership
role—working with States, localities, non-
profit groups, churches and synagogues, fami-
lies, and individuals to strengthen commu-
nities, make work pay, protect public safety,
and improve the quality of education.
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To restore the American community, the
budget invests in national service, through
which 25,000 Americans this year are helping
to solve problems in communities while earn-
ing money for postsecondary education or
to repay student loans. We want to create
more Empowerment Zones and Enterprise
Communities to spur economic development
and expand opportunities for the residents
of distressed urban and rural areas. We
want to expand the Community Development
Financial Institutions Fund to provide credit
and other services to such communities. With
the same goal in mind, we want to transform
the Department of Housing and Urban Devel-
opment into an agency that better addresses
local needs. And we want to maintain our
relationship with, and the important services
we provide to, Native Americans.

In health care, our challenge is to improve
the existing and largely successful system,
not to end the guarantees of coverage on
which millions of vulnerable Americans rely.
My budget strengthens Medicare and Medic-
aid, ensuring their continued vitality. For
Medicare, it strengthens the Part A trust
fund, provides more choice for seniors and
people with disabilities, and makes the pro-
gram more efficient and responsive to bene-
ficiary needs. For Medicaid, it gives States
more flexibility to manage their programs
while preserving the guarantee of health
coverage for the most vulnerable Americans,
retains current nursing home quality stand-
ards, and continues to protect the spouses
of nursing home residents from impoverish-
ment. My budget proposes reforms to make
private health care more accessible and afford-
able, and premium subsidies to help those
who lose their jobs pay for private coverage
for up to six months. It also invests more
in various public health services, such as
the Ryan White program to serve people
living with AIDS, and research and regulatory
activities that promote public health.

Because America’s welfare system is broken,
we have worked hard to fix those parts
of it that we could without congressional
action. For instance, we have given 37 States
the freedom to test ways to move people
from welfare to work while protecting children,
and we are collecting record amounts of
child support. But now, I need the help

of Congress. Together, in 1993 we expanded
the Earned Income Tax Credit for 15 million
working families, rewarding work over welfare.
Now, my budget overhauls welfare by setting
a time limit on cash benefits and imposing
tough work requirements, and I want us
to enact bipartisan legislation that requires
work, demands responsibility, protects chil-
dren, and provides adequate resources to
get the job done right—with child care and
training, giving recipients the tools they need.

More and more, education and training
have become the keys to higher living stand-
ards. While Americans clearly want States
and localities to play the lead role in edu-
cation, the Federal Government has an impor-
tant supporting role to play—from funding
pre-school services that prepare children to
learn, to expanding access to college and
worker retraining. My budget continues the
strong investments that we have made to
give Americans the skills they need to get
good jobs. Along with my ongoing investments,
my budget proposes a Technology Literacy
Challenge Fund to bring the benefits of
technology into the classroom, a $1,000 merit
scholarship for the top five percent of grad-
uates in every high school, and more Charter
Schools to let parents, teachers, and commu-
nities create public schools to meet their
own children’s needs.

As Americans, we can take pride in cleaning
up the environment over the last 25 years,
with leadership from Presidents of both par-
ties. But our job is not done—not with
so many Americans breathing dirty air or
drinking unsafe water. My budget continues
our efforts to find solutions to our environ-
mental problems without burdening business
or imposing unnecessary regulations. We are
providing the necessary funds for the Environ-
mental Protection Agency’s operating program,
for our national parks and forests, for my
plan to restore the Florida Everglades, and
for my ‘‘brownfields’’ initiative to clean up
abandoned, contaminated industrial sites in
distressed urban and rural communities. And
we are continuing to reinvent the regulatory
process by working collaboratively with busi-
ness, rather than treating it as an adversary.
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With science and technology (S&T) so vital
to our economic future, our national security,
and the well-being of our people, my budget
continues our investments in this crucial
area. To maintain our investments, I am
asking Congress to fulfill my request for
basic research in health sciences at the
National Institutes of Health, for basic re-
search and education at the National Science
Foundation, for research at other agencies
that depend on S&T for their missions,
and for cooperative projects with universities
and industry, such as the industry partner-
ships created under the Advanced Technology
Program.

To attack crime, the Federal Government
must work with States and communities
on some problems and lead on others. To
help communities, we continue to invest in
the Community Oriented Policing Services
(COPS) program, which is putting 100,000
more police on the street. We are helping
States build more prisons and jail space,
better enforce the Brady bill that helps
prevent criminals from buying handguns, and
better address the problem of youth gangs.
At the Federal level, we are leading the
fight to stop drugs from entering the country
and expand drug treatment efforts, and we
are stepping up our efforts to secure the
border against illegal immigration while we
help to defray State costs for such immigra-
tion.

For many families, of course, the first
challenge often is just to pay the bills.
My budget proposes tax relief for middle-
income Americans and small businesses. It
provides an income tax credit for each depend-
ent child under 13; a deduction for college
tuition and fees; and expanded individual
retirement accounts to help families save
for future needs and more easily pay for
college, buy a first home, pay the bills
during times of unemployment, or pay medical
or nursing home costs. For small business,
it offers more tax benefits to invest, provides
estate tax relief, and makes it easier to
set up pensions for employees. It also would
expand the tax deduction to make health
insurance for the self-employed more afford-
able.

Making Government Work

As we pursue these priorities, we will
do so with a Government that is leaner,
but not meaner, one that works efficiently,
manages resources wisely, focuses on results
rather than merely spending money, and
provides better service to the American people.
Through the National Performance Review,
led by Vice President Gore, we are making
real progress in creating a Government that
‘‘works better and costs less.’’

We have cut the size of the Federal
workforce by over 200,000 people, creating
the smallest Federal workforce in 30 years,
and the smallest as a share of the total
workforce since before the New Deal. We
are ahead of schedule to cut the workforce
by 272,900 positions, as required by the
1994 Federal Workforce Restructuring Act
that I signed into law.

Just as important, the Government is work-
ing better. Agencies such as the Social Security
Administration, the Customs Service, and
the Veterans Affairs Department are providing
much better service to their customers. Across
the Government, agencies are using informa-
tion technology to deliver services more effi-
ciently to more people.

We are continuing to reduce the burden
of Federal regulation, ensuring that our rules
serve a purpose and do not unduly burden
businesses or taxpayers. We are eliminating
16,000 pages of regulations across Govern-
ment, and agencies are improving their rule-
making processes.

In addition, we continue to overhaul Federal
procurement so that the Government can
buy better products at cheaper prices from
the private sector. No longer does the Govern-
ment pay outrageous prices for hammers,
ashtrays, and other small items that it can
buy cheaper at local stores.

As we look ahead, we plan to work more
closely with States and localities, with busi-
nesses and individuals, and with Federal
workers to focus our efforts on improving
services for the American people. Under the
Vice President’s leadership, agencies are set-
ting higher and higher standards for delivering
faster and better service.
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Conclusion

Our agenda is working. We have signifi-
cantly reduced the deficit, strengthened the
economy, invested in our future, and cut
the size of Government while making it
work better for the American people.

Now, we have an opportunity to build
on our success by balancing the budget
the right way. It is an opportunity we
should not miss.

WILLIAM J. CLINTON

March 1996

1997



2 THE BUDGET FOR FISCAL YEAR 1998

THE  FEDERAL  GOVERNMENT  DOLLAR

WHERE IT GOES...

DIRECT BENEFIT
PAYMENTS  FOR

INDIVIDUALS
50 %

NET
 INTEREST

   15 %

NATIONAL
DEFENSE

15 %

OTHER
FEDERAL

OPERATIONS
5 %

GRANTS  TO 
STATES

& LOCALITIES
15 %

WHERE IT COMES FROM...

OTHER
4 %

EXCISE
TAXES

4 %

CORPORATE
INCOME
TAXES
11 %

FISCAL  YEAR  1998  ESTIMATES

SOCIAL
INSURANCE
RECEIPTS

33 %

BORROWING
7 %

INDIVIDUAL
INCOME
TAXES
 41 %

Table I–1. RECEIPTS, OUTLAYS, AND SURPLUS OR DEFICIT
(In billions of dollars)

1996
Actual

Estimate

1997 1998 1999 2000 2001 2002

Receipts ........................................ 1,453 1,505 1,567 1,643 1,727 1,808 1,897
Outlays ......................................... 1,560 1,631 1,687 1,761 1,814 1,844 1,880

Surplus/Deficit (–):
Unified ...................................... –107 –126 –121 –117 –87 –36 17
On-budget ................................. –174 –199 –197 –205 –183 –139 –93
Off-budget ................................. 67 74 76 87 96 103 110
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THE BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

The 1998 Budget, which I am transmitting
to you with this message, builds upon our
successful economic program of the last four
years by balancing the budget while investing
in the future.

My budget reaches balance in 2002 the
right way—cutting unnecessary and lower-
priority spending while protecting our values.
It strengthens Medicare and Medicaid, im-
proves last year’s welfare reform law, and
provides tax relief to help Americans raise
their children, send them to college, and
save for the future. It invests in education
and training, the environment, science and
technology, and law enforcement to raise
living standards and the quality of life for
average Americans.

Over the last four years, my Administration
and Congress have already done much of
the hard work of reaching balance in 2002.
We have reversed the trend of higher deficits
that we inherited, and we have gone almost
two-thirds of the way to reaching balance.
Now, I want to work with Congress to
achieve the final increment of deficit cutting
and bring the budget into balance for the
first time since 1969.

Building a Bridge to the 21st Century

For four years, my Administration has
worked to prepare America for the future,
to create a Government and a set of policies
that will help give Americans the tools they
need to compete in an increasingly competi-
tive, global economy.

We have worked to create opportunity for
all Americans, to demand responsibility from
all Americans, and to strengthen the American
community. We have worked to bring the
Nation together because, as Americans have
shown time and again over the years, together
we can overcome whatever hurdles stand
before us.

Working with Congress and the American
people, we have put America on the right

path. Today, the United States is safer,
stronger, and more prosperous. Our budget
deficit is much smaller, our Government
much leaner, and our policies much wiser.

The economic plan that we put in place
in 1993 has exceeded all expectations. Already,
it has helped to reduce the deficit by 63
percent—from the record $290 billion of 1992
to just $107 billion in 1996—and it has
spurred a record of strong growth, low interest
rates, low inflation, millions of new jobs,
and record exports for four years.

While cutting the deficit, we also have
cut the Federal work force by over 250,000
positions, bringing it to its smallest size
in 30 years and, as a share of the civilian
work force, its smallest since the 1930s.
We have eliminated Federal regulations that
we don’t need and improved the ones we
do. And we have done all this while improving
the service that Federal agencies are providing
to the American people.

We have cut wisely. We have, in fact,
cut enough in unnecessary and lower-priority
spending to find the resources to invest
in the future. That’s why we were able
to cut taxes for 15 million working families,
to make college more affordable for 10 million
students, to put tens of thousands of young
people to work through national service, to
invest more in basic and biomedical research,
and to help reduce crime by putting more
police on the street.

My plan to reach balance in 2002 provides
the resources to continue these important
investments. We must not only provide tax
relief for average Americans, but also increase
access to education and training; expand
health insurance to the unemployed and
children who lack it; better protect the envi-
ronment; enhance our investments in bio-
medical and other research; beef up our
law enforcement efforts; and provide the
needed funds for a thriving global policy
and a strong defense.
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Putting the Building Blocks in Place

When my Administration took office in
1993, we inherited an economy that had
barely grown over the previous four years
while creating few jobs. The budget deficit
had hit record levels, and experts in and
out of Government expected it to go higher.
Savings and investment were down, interest
rates were up, and incomes remained stag-
nant, making it harder for families to pay
their bills.

We put in place a comprehensive set of
policies that are bearing fruit. By cutting
the deficit from $290 billion to $107 billion
last year, my economic program (and the
strong economy it helped create) has brought
the deficit to its lowest level since 1981.
As a share of Gross Domestic Product (GDP),
we have our smallest deficit since 1974
and the smallest of any major industrialized
nation.

Other parts of my economic policy also
are helping to create jobs and raise living
standards. With regard to trade, for instance,
my Administration not only completed the
Uruguay Round of the General Agreement
on Tariffs and Trade and the North American
Free Trade Agreement, but also more than
200 separate trade agreements, helping to
raise exports to record levels. By opening
overseas markets to American goods—by en-
couraging free and fair trade—we are creating
high-wage jobs at home.

Taken together, our budget and trade poli-
cies have helped to create over 11 million
new jobs in the last four years. After two
decades of troubling stagnation, incomes have
begun to rise again while inequality shrinks.
Also, partly due to a strong economy (and
partly to our policies), poverty, welfare, and
crime are down all across America.

With strong growth, low interest rates,
low inflation, millions more jobs, record ex-
ports, more savings and investment, and
higher incomes, the Nation is enjoying what
such experts as Alan Greenspan, the chairman
of the Federal Reserve, have described as
the healthiest economy in a generation.

Now, our challenge is to complete the
job that we began in 1993—to bring the

budget into balance for the first time since
1969 while continuing to invest in the Amer-
ican people. My budget does that.

Improving Performance in a Balanced
Budget World

Led by the Vice President’s National Per-
formance Review, we are truly creating a
Government that ‘‘works better and costs
less.’’

We have cut the Federal work force by
over 250,000 positions, eliminated over 200
programs and projects, closed nearly 2,000
obsolete field offices, cut red tape, and elimi-
nated thousands of pages of regulations while
dramatically simplifying thousands more. We
also are providing better service for Ameri-
cans—at the Social Security Administration,
the Department of Veterans Affairs, and
other agencies.

Our efforts to balance the budget will
continue to put a premium on spending
wisely. I am determined that we will provide
the highest-quality service to Americans for
the lowest price. And I will demand that
agencies continue to search for better and
better ways to achieve results for the Amer-
ican people.

As we move ahead, we plan to follow
a series of strategies that build upon our
successes to date. We will, for instance,
restructure agencies to make them more
flexible and decentralized. We will work to
ensure that Federal employees and their
managers work together to achieve common
goals. We will expand competition to ensure
that agencies perform their functions as effi-
ciently as possible.

Government cannot solve all of our prob-
lems, but it surely must help us solve
many of them. We need an effective Govern-
ment to serve as a partner with States,
localities, business and labor, communities,
schools, and families. Only when we can
show the American people that Government
can, in fact, work better for them can we
restore their confidence in it. And I am
determined to do just that.
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Creating Opportunity, Demanding
Responsibility, and Strengthening
Community

I worked with the last Congress to ensure
that as many as 25 million Americans no
longer have to fear that they will lose
their access to health insurance if they lose
their jobs or change jobs; that people no
longer will be denied coverage because they
have preexisting medical conditions; that in-
surance companies will sell coverage to small
employer groups and to individuals who lose
group coverage; and that self-employed people
will find it easier and cheaper to get health
insurance. Now, I want to strengthen both
Medicare and Medicaid to ensure that they
continue to serve the tens of millions of
Americans who rely on them, to expand
health care coverage to help the growing
numbers of American children and families
who lack insurance, and to promote public
health. My budget invests more in biomedical
research, in programs to combat infectious
diseases, in the Ryan White AIDS program
that provides potentially life-extending drug
therapies to many people with AIDS, and
in community health centers and Indian
Health Service facilities that serve critically
underserved populations.

We have to ensure that every American
has the skills and education needed to win
in the new economy, and we can do that
only if every American is ready for a lifetime
of continuous learning. My budget expands
Head Start, increases our investments in
Federal elementary and secondary education
programs, launches a new effort to jump-
start needed school renovation and construc-
tion, and provides funds for America Reads
to ensure that all children can read well
and independently by the end of third grade.
To expand higher education and training
to all Americans, I propose HOPE scholarship
tax credits of up to $1,500 for two years,
tax deductions of up to $10,000, the largest
increase in Pell Grant scholarships in two
decades, lower student loan fees and interest
rates, and the G.I. Bill for America’s Workers
so they can choose where to get the best
job training available.

We do not have to choose between a
stronger economy and a cleaner environment.

Over the last four years, we have produced
both. Now, we want to go further. In this
budget, I am proposing the funds to speed
up toxic waste clean-ups, to redevelop aban-
doned and contaminated sites known as
‘‘brownfields,’’ to improve the facilities at
our national parks, to advance our salmon
recovery efforts, to invest in energy efficiency
and renewable energy, to further our environ-
mental efforts overseas, and to expand our
work with States, localities, private groups,
and others to restore such sensitive ecosystems
as the South Florida Everglades and Califor-
nia’s Bay-Delta area between San Francisco
and Sacramento.

We must maintain our leadership in re-
search, the results of which have so greatly
improved our health and well-being. Federal
research, in concert with the private sector,
creates new knowledge, trains our workers,
generates new jobs and industries, solves
many of our health care challenges, strength-
ens our ability to address environmental
issues, enables us to teach our children
better, and ensures that we can maintain
a strong, capable national defense. I am
proposing to increase our investments in
basic research in health sciences at the
National Institutes of Health, in basic research
and education at the National Science Founda-
tion, in research at other agencies that depend
on science and technology, and in cooperative
ventures with industry, such as through the
successful Advanced Technology Program and
Manufacturing Extension Partnerships.

I want to build on our efforts to fight
crime, curb the scourge of illegal drugs,
and secure the Nation’s borders. Crime is
falling all across America. And, under the
Brady Bill that I fought so hard to achieve,
we have prevented over 100,000 felons, fugi-
tives, and stalkers from obtaining guns. Now,
I want to make further progress and, in
particular, target juvenile crime and violence.
My budget continues our progress toward
putting 100,000 more police on the street.
It renews our efforts to fight drug abuse,
particularly by focusing on youth prevention
programs to reverse the recent trends of
softening attitudes toward drugs and more
drug use by young Americans. It also strength-
ens our efforts to control illegal immigration
by stopping those who want to enter illegally,
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quickly removing those who slipped by, and
making it harder for illegal immigrants to
get jobs.

Because some American communities have
grown disconnected from the opportunity and
prosperity that most of us enjoy, I want
to help communities attract private investment
to spur their revitalization. Because perma-
nent solutions must come from the community
level, my budget proposes to create opportuni-
ties and offer incentives for individuals and
businesses to participate directly in addressing
local problems. I want to expand my national
service program so that more Americans
can volunteer and earn money for college.
I want to expand Empowerment Zones and
Enterprise Communities, making more and
more communities eligible for the tax incen-
tives and other support that can spur a
return of business and jobs. I also want
to expand the Community Development Finan-
cial Institutions Fund to enhance credit and
other services to distressed areas. In addition,
the Nation’s capital, which suffers from a
unique set of challenges, would benefit greatly
from the groundbreaking proposal that I
have previously outlined.

I am pleased that, today, 2.1 million fewer
Americans are on welfare than the day
I took office, both because of a strong economy
and because I have helped States to test
innovative ways to move people from welfare
to work and protect children. I am also
pleased that I could sign last year’s welfare
reform legislation, because I believe it will
promote my basic goals of work, family,
and responsibility. I have directed my Admin-
istration to work closely with States so that
we can make welfare reform succeed. Last
year’s law, however, also included excessive
budget cuts, mainly affecting nutrition pro-
grams, legal immigrants, and children, that
had nothing to do with welfare reform. In
signing the bill, I said that I would seek
legislation to address those problems. My
budget does that.

Over the last four years, we have provided
tax relief to millions of working Americans
and to small businesses. But I want to
go further by helping middle-income Ameri-
cans raise their children, send them to college,
and save for the future. For those Americans,

my tax plan offers a $500 per child tax
credit for all children under 13, a $1,500-
a-year tax credit to help families send their
children to college for two years, a $10,000
tax deduction for tuition and fees for higher
education and training, and expanded Individ-
ual Retirement Accounts to encourage saving
and enable families to cope with unforeseen
problems. I am also proposing to ensure
that homeowners do not have to pay capital
gains taxes on 99 percent of all home sales.
My tax plan would promote the hiring of
long-term welfare recipients in order to help
move people from welfare to work, restore
the tax credit that encourages business re-
search and development, and expand tax
credits for Empowerment Zones and Enter-
prise Communities. And it would help finance
my tax relief by eliminating unwarranted
tax loopholes and preferences.

On the international front, we must continue
to project our leadership abroad while we
advance our national goals. With the Cold
War over, we have a great opportunity to
expand democracy overseas, but we will have
a much better chance to succeed if we
fulfill our international commitments. In this
budget, I am proposing that we pay our
arrears to the United Nations and other
international organizations, so that our leader-
ship is not undermined at this crucial time.
But I will also insist that these institutions
control their budgets and enact the reforms
that our Government and others have called
for. In addition, we must continue our support
for Russia and the New Independent States
of the Soviet Union as they make the difficult
transition to free markets and democracy,
and we must be prepared to do whatever
we can to advance the difficult, but vital,
peace process in the Middle East. A strong,
coherent foreign policy also will help us
further our progress in opening markets
abroad, and my budget proposes strong, con-
tinued support for the Federal efforts that
help to expand exports.

Finally, our goals both at home and abroad
must rest on the firm foundation of a strong
national defense. It is a strong defense that
safeguards our interests, prevents conflict,
and secures the peace. We must ensure
that our armed forces are highly ready and
armed with the best equipment that tech-
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nology can provide. They must be prepared
and trained for the new threats to our
security—from the proliferation of weapons
of mass destruction, to ethnic and regional
conflicts, to terrorism and drug trafficking
that directly threaten our free and open
society. My budget continues to sustain and
modernize the world’s strongest and most
ready military force, a force capable of prevail-
ing in two nearly simultaneous regional con-
flicts. It fully funds our commitment to
maintain the highest levels of training and
readiness, and to equip our uniformed men
and women with the most advanced tech-
nologies in the world. We must never fall
short when it comes to defense.

Conclusion

Our policies are working. By dramatically
cutting the deficit and investing in the future,

we have helped to spur four years of strong
economic growth, providing vast new opportu-
nities for millions of Americans. Jobs, incomes,
savings, investment, exports, and homeowner-
ship are all up. Crime, poverty, teen preg-
nancy, and inequality are all down. Clearly,
we are moving in the right direction.

But our work is not done. For too long,
the Federal Government has spent much
more than it received, creating deficits that
cast doubt on both our economic future
and our ability to govern. In the last four
years, we have made huge progress, cutting
the deficit by nearly two-thirds. I urge Con-
gress to help me finish the job and balance
the budget by 2002—giving the American
people the balanced budget they deserve.

WILLIAM J. CLINTON

February 6, 1997
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Chart  I-1.  FINISHING  THE  JOB:

BALANCING  THE  BUDGET  AFTER  DECADES  OF  DEFICITS

ACTUALS

TOTAL  DEFICITS      
$3.1  TRILLION      

TOTAL  SAVINGS      
$4.0  TRILLION      

$74B
DEFICIT

$633B
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Note:  OBRA is the Omnibus Budget Reconciliation Act of 1993.

Table I–1. RECEIPTS, OUTLAYS, AND SURPLUS OR DEFICIT
(In billions of dollars)

1997
Actual

Estimates

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Receipts ......................... 1,579 1,658 1,743 1,794 1,863 1,949 2,028 2,123 2,227 2,329 2,444 2,566
Outlays .......................... 1,601 1,668 1,733 1,785 1,834 1,860 1,945 2,013 2,090 2,165 2,228 2,307
Reserve Pending Social

Security Reform ........ NA NA 10 9 28 90 83 109 137 164 216 258
Deficit (–)/Surplus ........ –22 –10 0 0 0 0 0 0 0 0 0 0
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THE BUDGET MESSAGE OF THE PRESIDENT
To the Congress of the United States:

The 1999 Budget, which I am submitting
to you with this message, is a balanced
Federal budget, marking the first such budget
in 30 years and bringing an era of exploding
deficits to an end.

By reaching balance, my budget represents
a remarkable turnaround in our fiscal policy
over the last five years. It brings to an
end three decades of fiscal chaos, a period
in which Americans had lost confidence in
their Government and the ability of their
leaders to do the people’s business.

This budget is not just balanced, it is
balanced the right way. It not only ends
the deficit, it reflects the values that Ameri-
cans hold dear—the values of opportunity,
responsibility, and community. The budget
reflects my commitment to continue helping
working families with their basic needs—
to raise their children, send them to college,
and pay for health care.

The budget invests in education and training
and in research to raise the standard of
living for average Americans. It invests in
the environment and in law enforcement
to raise the quality of life across our Nation.
It invests in our communities at home while
providing the resources to maintain a strong
defense and conduct the international relations
that have become so important to our future.

In the public and private sectors, prospects
for a budget surplus are spurring a wide
array of ideas about how to spend it. At
this point, the Government has not yet reached
the surplus milestone, and I continue to
believe strongly that we should not spend
a surplus that we don’t yet have.

More specifically, I believe that the Adminis-
tration and Congress should not spend a
budget surplus for any reason until we have
a solution to the long-term financing challenge
facing Social Security. With that in mind,
my budget proposes a reserve for the projected
surpluses for 1999 and beyond.

Preparing the Nation for a New American
Century

Five years ago, my Administration took
office determined to restore the American
Dream for every American. We were deter-
mined to turn the economy around, to rein
in a budget that was out of control, and
to create a Government that once again
would focus on its customers, the American
people.

Five years later, we have made enormous
progress. Our economy is strong, our budget
is headed toward balance, and our Government
is making noticeable progress in providing
better service to Americans.

We are beginning to bring Americans to-
gether again, to repair the social fabric
that has frayed so badly in recent decades.
All across America, crime is down, poverty
is down, and welfare is down. Incomes are
rising at all levels, and a new spirit of
optimism is sweeping through many of our
urban and rural communities that are re-
bounding from decades of lost jobs and lost
hope.

Now that we have turned the economy
around, our task is to spread the benefits
of our economic well-being to more Americans,
to ensure that every American has the chance
to live out his or her dreams. As we move
confidently ahead as a Nation, we want
to ensure that nobody is left behind.

A century ago, the economy shifted from
agriculture to manufacturing, changing the
way that Americans lived, the way they
worked, the way they related to one another.
Today, the economy is shifting once more,
this time from manufacturing to services,
information, technology, and global commerce.

We can ensure that every American fully
enjoys the benefits of this exciting new age,
but only if we continue to give people the
tools they need and create the conditions
in which they can prosper. That is what
my budget is designed to do.
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Creating a Bright Economic Future

When my Administration took office, the
Nation was mired in economic problems.
The economy had barely grown over four
years, creating few jobs. Interest rates were
high. Incomes remained stagnant for all but
the most well-off. The budget deficit, which
had exploded in size in the early 1980s,
had reached a record $290 billion and was
headed higher. Clearly, the Nation needed
a new course.

We launched an economic policy with three
central features that had never before been
tried together: We set out to reduce the
deficit, invest in the American people, and
open up markets abroad. Only by pursuing
all three elements could we restore the econ-
omy 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 top 1.2 percent of Americans.
By cutting unnecessary and lower-priority
spending, we found the resources to cut
taxes for 15 million working families while
investing in education and training, the envi-
ronment, and other priorities.

Five years later, we have cut the deficit
dramatically, and this budget will finish the
job by reaching balance and keeping the
budget in balance for the foreseeable future.
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 through global as
well as bilateral agreements, generating record
exports that create high-wage jobs for millions
of Americans.

The economy responded almost immediately
to our policies. When I announced my 1993
budget plan, interest rates fell, and they
fell even more as I worked successfully with
Congress to put the plan into law. These
lower interest rates helped to spur the steady
economic growth and strong business invest-
ment that we have enjoyed for the last
five years. Our policies have helped create
over 14 million jobs, while interest rates

have remained low and inflation has stayed
under control.

As we move ahead, I am determined to
ensure that we stick with the policies that
are working. We must maintain our fiscal
discipline so that we not only reach balance,
but also keep the budget in balance.

Improving Performance Through Better
Management

We are balancing the budget the right
way, by reducing the size and scope of
our Government.

We have done more than just eliminate
hundreds of Federal programs and projects.
We have cut the civilian Federal work force
by over 316,000 employees, giving us the
smallest work force in 35 years. In fact,
as a share of our total civilian employment,
we have the smallest work force since 1931.

But we set out to do more than just
cut Government. Under the leadership of
the Vice President’s National Performance
Review, we set out to make Government
work, to create a Government that is more
efficient and effective, to create a Government
focused on its customers, 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 now
we are determined to turn our agencies
around from top to bottom. For 1999, the
Vice President will lead an effort to improve
the performance of agencies that interact
most with the American people. We want
to enable Americans not only to quickly
enjoy better service from our Government,
but to regain confidence in Government as
well.

At the same time, I am determined that
we will solve the very real management
challenges before us. A good example is
the challenge of ensuring that our computer
systems can accurately process the year 2000
date change. I have directed my Administra-
tion to take the necessary steps to meet
the problem head-on.
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Preparing for the 21st Century

Nothing is more important to our future
than education. It has become the dividing
line between those who are moving ahead
and those who are lagging behind. That
is why I have devoted so much effort to
ensure that we have a world-class system
of education and training in place for Ameri-
cans of all ages. Over the last five 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 a second
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 commu-
nities, reach challenging academic standards
and makes further progress in implementing
voluntary national tests. It proposes to build
more classrooms and pay for 100,000 more
teachers so that we can reduce class sizes.
For higher education and training, my budget
increases Pell Grants and other college schol-
arships from the record levels that we have
already achieved; expands College Work-Study
to a record one million students; streamlines
student loan programs and cuts student fees;
and expands access to job placement services,
training, and related services for dislocated
workers and others. Now that anyone who
wants to attend college can find the means
through Hope scholarships, Pell Grants, and
other assistance that we worked so hard
to enact, I want to provide the same universal
opportunity for job training and re-training
to those who need it.

Over the last five years, we have worked
hard to help working families. 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 con-
ditions to get health insurance, provided
health care coverage for up to five million
uninsured children, raised the minimum wage,
and provided guaranteed time off for workers
who need to care for a newborn or address
the health needs of a family member. Now,

with my new Child Care Initiative, I am
determined to provide the help that families
need when it comes to finding safe, high-
quality, affordable child care. Parents should
know that, when they go to work, their
children are in safe, healthy environments.
I also propose to address the problems faced
by a particular group of working families—
legal immigrants. In signing the 1996 welfare
reform law, I said that I would try to
restore the cuts in benefits for legal immi-
grants that were not only harsh and unneces-
sary but that had nothing to do with the
fundamental goal of welfare reform—to move
people from welfare to work while protecting
children. My budget restores Food Stamps
to 730,000 legal immigrants and lets States
provide health insurance to the children of
legal immigrants.

This past year, we continued to improve
health care for millions of Americans. We
strengthened Medicare by extending the life
of the trust fund until at least 2010, while
we also invested in preventive benefits, intro-
duced more choice of health plans, and
strengthened our expanding array of activities
to combat fraud and abuse. We extended
health care coverage to up to five million
uninsured children. We created the Advisory
Commission on Consumer Protection and
Quality in the Health Care Industry and
we later endorsed its Health Care Consumer
Bill of Rights. With this budget, I propose
that we build on our achievements on a
host of important fronts. I want to work
with Congress to enact national bipartisan
tobacco legislation; nothing is more potentially
important to the health of our people, particu-
larly children. My budget also proposes to
expand health care coverage for some of
the most vulnerable Americans aged 55 to
65, to enroll more eligible children in Medicaid,
to provide for unprecedented levels of invest-
ment in health research, to expand access
to powerful AIDS therapies, to expand access
to cancer clinical trials, to increase funds
for substance abuse treatment and prevention,
and to help reduce health-related disparities
across racial and ethnic groups.

Last year was a remarkable one for the
environment, and I am determined to build
on our progress. Led by the Vice President,
the Administration reached an historic inter-
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national agreement in Kyoto that calls for
cuts in greenhouse gas emissions. We also
issued new, more protective air quality stand-
ards to better safeguard public health, and
we strengthened our citizens’ right to know
about toxic chemical releases. We continued
to protect our natural treasures, such as
Yellowstone National Park and Florida’s Ever-
glades, and to make further progress toward
my goal of cleaning up 900 hazardous waste
sites under the Superfund by the end of
the year 2001. With this budget, I am
proposing an Environmental Resources Fund
for America that will support increases for
many of our key environmental programs.
It provides for more construction, mainte-
nance, and land acquisition for national parks,
forests, refuges, and other public lands; for
a new effort to improve the quality of our
water; for improvements to community drink-
ing water and wastewater facilities; and for
continuing our efforts to clean up abandoned
hazardous waste sites. My budget also includes
a new, five-year, $6 billion program to prevent
global warming, and more resources to protect
endangered species, control pollution, and
preserve the global environment.

I am proposing a Transportation Fund
for America, reflecting my commitment to
provide the resources to ensure that our
transportation infrastructure remains safe, in-
tegrated, and efficient enough to serve our
growing needs. Investment in infrastructure
is good for America because it helps grow
the economy, improve safety and public health,
strengthen our competitiveness abroad, sup-
port our national security, and increase the
mobility, access, and choice for Americans
who need to travel. We must build upon
our vast network of roads, highways, and
bridges to meet the demands of the next
century for a system that links our various
modes of travel, that is cleaner and safer,
and that helps bring together and support
our urban and rural communities. My budget
maintains the Administration’s record support
for transportation, and the Fund includes
all of the Transportation Department’s high-
way, highway safety, transit, and air transpor-
tation programs.

Scientific and technological advances have
created a world vastly different from the
one our grandparents knew. They have helped

generate huge leaps in the speed and economy
of transportation, enormous increases in farm
productivity, lightning-fast flows of informa-
tion and services across national borders,
and advances in treating and preventing
diseases and protecting the environment. Be-
cause I am committed to America’s continued
leadership in science and technology, I am
proposing a Research Fund for America, from
which many of our important investments
will flow. It includes record increases for
the National Institutes of Health, higher
funding for the National Science Foundation,
new resources to address global climate
change, and a wide variety of investments
in basic and applied research. These invest-
ments are vital; they help to create new
knowledge, train more workers, spur new
jobs and industries, address our health care
challenges, strengthen our understanding of
environmental problems, better educate our
children, and maintain a strong national
defense.

Our anti-crime strategy is working. Serious
crime is down five years in a row and,
in 1996, we witnessed the largest drop in
violent crime in 35 years. But, because crime
remains unacceptably high, we must go fur-
ther. My budget expands our community
policing (COPS) program, which is already
putting 83,000 more police on the streets
toward my goal of 100,000 by the year
2000. The budget also proposes a new Commu-
nity Prosecutors Initiative to help prosecutors
prevent crimes from occurring, rather than
simply prosecuting criminals after the fact.
And it provides the necessary funds to prevent
violence against women, to help States and
Indian Tribes build prisons, and to address
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, to remove illegal aliens, and to
expand our efforts to verify whether newly
hired non-citizens are eligible for jobs. To
combat drug use, particularly among young
people, my budget expands programs that
stress treatment and prevention, law enforce-
ment, international assistance, and interdic-
tion. It continues to build on our innovative
Drug Courts initiative, proposes School Drug
Prevention Coordinators for our schools, sup-
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ports local efforts that target drug-using
offenders, expands drug testing, and strength-
ens our efforts to make our ports and borders
more secure from drugs while disrupting
drug trafficking organizations overseas.

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 disconnected
from our values of opportunity, responsibility,
and community. Working with State and
local governments and with the private sector,
I am determined to help bring our distressed
areas back to life, to replace despair with
hope. My budget expands my national service
program, giving more Americans the chance
to serve their country and help solve problems
at the local level while earning money for
college. I am proposing to create more
Empowerment Zones and Enterprise Commu-
nities that offer tax incentives and direct
spending to encourage the kind of private
investment that creates jobs, and to provide
more capital for lending through my Commu-
nity Development Financial Institutions pro-
gram. My budget also expands opportunities
for homeownership, provides more funds to
enforce the Nation’s civil rights laws, main-
tains our Government-to-Government commit-
ment to Native Americans, and strengthens
the partnership we have begun with the
District of Columbia.

Because America continues to have a tre-
mendous stake in world affairs, my budget
proposes the necessary funds to maintain
national security, to conduct our diplomacy,
to promote democracy and free markets
abroad, and to increase exports. Last year,
my Administration worked with Congress to
increase international affairs spending. But,
Congress faces an unfinished agenda to pro-
vide financial support for, and fulfill America’s
obligations to, a number of international
organizations that benefit our economy and
serve other objectives, including the Inter-
national Monetary Fund (IMF), the United
Nations system, and the multilateral develop-
ment banks. Congress should continue to
support the decisive action of the IMF as
well as our leadership in that institution
by providing the supplementary contingent
IMF funding that the Administration has
sought and replenishing the IMF’s basic finan-

cial resources. Congress also should give
the President traditional trade negotiating
authority to help fuel our surging exports
into the next century. To enhance national
security, my budget maintains large-scale
funding to support the Middle East peace
process, continues assistance to Bosnia to
carry out the Dayton Accords, supports NATO
expansion, and increases aid to the New
Independent States of the former Soviet Union
to support the development of democracy
and free markets. I am also proposing a
major initiative to provide critical, targeted
assistance to African countries that are under-
taking difficult economic reforms, and my
budget increases counter-narcotics aid to Latin
American countries and supports the Summit
of the Americas.

Our military serves as the backbone of
our national security strategy, and I am
committed to maintain a strong and capable
military that protects our freedoms and our
global leadership role as we approach the
21st Century. The budget continues the Ad-
ministration’s plan to complete the careful
resizing of our military forces, to fully support
military readiness, to strengthen quality of
life programs for our armed forces, and
to provide increased funding to modernize
our forces as new technologies become avail-
able after the turn of the century. My
budget reflects the recommendations of the
Quadrennial Defense Review and of the De-
fense Department’s recent Defense Reform
Initiative to achieve a leaner, more efficient,
and more cost-effective organization by improv-
ing management and business practices. To
implement these improvements, the Defense
Department will send legislation to Congress
in conjunction with this budget, including
a request for two more rounds of base
closures and realignments.

Investing in the Common Good

Our commitment to balance the budget,
and to keep it in balance, will mean that
the Administration and Congress must use
taxpayer dollars as wisely as possible. If
we are to continue funding Federal programs,
they will have to show that they are reaching
the goals set for them. That is, they will
have to show that they are well-run and
that they can produce results.
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In 1993, I actively supported, and was
eager to sign, the Government Performance
and Results Act. With this budget, I am
delighted to send Congress what the law
envisioned—the first comprehensive, Govern-
ment-wide Performance Plan.

In developing this budget, the Administra-
tion for the first time could rely on perform-
ance measures and annual performance goals
that are now included in agency Annual
Performance Plans. We have made a good

start on the process that the Administration
and Congress outlined in enacting the 1993
law.

As we continue to implement this law,
my Administration will focus more and more
attention on how programs work, whether
they are meeting their goals, and what we
should do to make them better. We look
forward to working with Congress on our
shared goal of improving Government perform-
ance.

WILLIAM J. CLINTON

February 2, 1998
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