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IT WAS A PLEASURE TO HEAR THE SENATOR SPEAK RELATI VE TO THE
BANKRUPTCY BILL, WHI CH IS AN EXTRAORDI NARI LY PI ECE OF LEGQ SLATI ON.
HOPEFULLY THI'S YEAR WVE WLL PASS I T AND SEND TO THE PRESI DENT AND I T
W LL BE SIGNED. | CONGRATULATE THE JUDI Cl ARY COVMM TTEE FOR BRINGNG I T
OUT AND CERTAINLY THIS IS A PI ECE OF LEG SLATI ON THAT IS VERY | MPORTANT
TO THE COMMWERCE OF OUR COUNTRY AND | T NEEDS TO BE PASSED.

I WANTED TO SPEAK TO ANOTHER SUBJECT, SPECI FI CALLY THE BUDGET OF
THE UNI TED STATES AND THE FI SCAL POLI CY OF THE UNI TED STATES AS WE
PRESENTLY ARE DEALI NG W TH FUNDI NG OF THE FEDERAL GOVERNMENT. W THI N
THE NEXT THREE WEEKS, HOPEFULLY, WE AS A SENATE W LL TAKE UP A BUDGET
IN COW TTEE AND THEN HERE ON THE FLOOR OF THE SENATE. THE BUDCET IS A
BLUEPRI NT OBVI QUSLY, A STATEMENT OF WHERE WE ARE GO NG AS A COUNTRY
RELATI VE TO OUR SPENDI NG PCLI CI ES AND CUR FI SCAL PCLICI ES. WHAT IS
| MPORTANT, | THINK, TO REMEMBER | S THAT A BUDGET IS JUST AN QUTLINE. IT
DCESN' T GET | NTO TOO MJUCH OF THE SPECI FI C DETAI L OF HOW WE FUNCTI ON AS A
GOVERNMENT. BUT RATHER, | T SETS GOALS WHICH WE AS A GOVERNMENT W SH TO
PURSUE I N THE AREA OF PCLI CY RELATI VE TO SPENDI NG AND RELATI VE TO
TAXES.

WHAT WE NEED TO FOCUS ON THI' S YEAR -- AND | BELI EVE THE CONGRESS
'S FOCUSED ON I T AND THE PRESI DENT IS FOCUSED ON I T -- ARE TWO THI NGS:
THE DEFICI T WHI CH WE REDUCE AS A NATION I N THE SHORT TERM AND THE
LI ABI LI TI ES THAT WE CONFRONT A AS A NATION IN THE LONG TERM THE
DEFICIT IN THE SHORT TERM I S HAVI NG A RATHER SI GNI FI CANT AND
UNFORTUNATE | MPACT ON OUR COUNTRY. | T RISES FOR A LOT OF REASONS. |
WOULD ARGUE THAT I T RISES FOR TWO PRI MARY REASONS. THE FIRST IS THAT IN
THE 1990' S -- LATE-1990'S AND M D-1990' S-- WE STARTED TO RUN VERY
SI GNI FI CANT SURPLUSES IN THI' S NATION, AS A RESULT OF AN ECONOM C BOOM
VWH CH WAS KNOAN AS THE | NTERNET. A BUBBLE IS AN ABERRATI ON ON THE
ECONOM C LANDSCAPE. THERE HAVE BEEN MAJOR BUBBLES I N THE HI STORY OF THE
WORLD, SUCH AS THE SOUTH SEA BUBBLE AND THE TULI P BUBBLE, WHEN
SPECULATI ON RAN RAMPANT AND PECPLE BASI CALLY CREATED MONEY. ONCE AGAI N
I T WAS, UNFORTUNATELY AS I N MANY | NSTANCES, A SUPERFI Cl AL FI NANCI AL
GROMH OF THE ECONOWY RELATI VE TOREAL PRODUCTI VI TY AND REAL CGROMH.
THAT | NTERNET BUBBLE COLLAPSED, AS ALL BUBBLES DO. AND AS A RESULT OF
THAT COLLAPSE, THE ECONOWY SLOAED DRANMATI CALLY AND THE REVENUES OF THE
FEDERAL GOVERNMENT DROPPED SI GNI FI CANTLY.

THE SECOND MAJOR CAUSE OF THE DEFI CI TS WHI CH WE CONFRONT TODAY,
IN My OPI NI ON, WAS THE FACT THAT WE WERE ATTACKED ON 9/11; THAT WE ARE
AT WAR AND AS A NATI ON WE MUST FI GHT THAT WAR W TH EVERY TOCOL THAT WE
HAVE AVAI LABLE, AND THAT MEANS FULLY ARM NG AND MANNI NG OUR OFFI CERS
AND OUR MEN AND WOMEN WHO ARE I N THE FI ELD-- OUR SOLDI ERS, ANDALSO
REGEARI NG OURSELVES AS A NATI ON, RETOOLI NG AS A NATI ON. WE HAVE HAD TO
MAKE WHAT | WOULD CALL SI GNI FI CANT | NVESTMENTS | N OUR NATI ONAL
SECURI TY: I N THE HOVELAND AREA | N BRI NG NG OUR FI RST RESPONDERS UP TO
SPEED, I N THE AREA OF PROTECTI NG QURSELVES FROM BI OLOG CAL OR CHEM CAL
OR POTENTI ALLY NUCLEAR ATTACKS, AND I N THE OBVI OUS AREA OF REARM NG AND
RETOCOLI NG OUR M LI TARY, OUR I NTELLI GENCE COMMUNI TY ACROSS THE COUNTRY
AND ACROSS THE GLOBE, AND I T HAS BEEN EXTREMELY EXPENSI VE FOR US AS A



NATION. BUT IT IS MONEY WH CH WE MUST SPEND BECAUSE WE HAVE BEEN
ATTACKED; WE ARE AT WAR. THE PECPLE WHO W SH TO DO US HARM AND
UNFORTUNATELY ARE W LLING TO DO SO I N THE MOST HEI NOUS WAYS, WERE
WLLING TO KI LL AMERI CANS SI MPLY BECAUSE THEY ARE AMERI CANS AND THEY

W SH TO DESTROY OUR CULTURE AND NATI ON BECAUSE THEY DI SAGREE W TH I T.
THEY DON T LI KE CUR FREEDOVS AND THEY DON T LI KE THE FACT THAT WE ARE
PROSPERQUS. THOSE PEOPLE ARE STILL OUT THERE AND THEY MJST BE FOUND AND
THEY MJUST BE BROUGHT TO JUSTI CE. AND MOST | MPORTANTLY, THEY MJST BE
KEPT FROM ATTACKI NG US HERE I N AMERI CA, AND THAT IS A COW TMENT WE
HAVE MADE I N THI' S NATI ON AND THI S PRESI DENT HAS PURSUED W TH A FOCUS.

AND SO WE VEENT FROM A PERI OD OF SI GNI FI CANT SURPLUSES | N THE
LATE-1990'S TO A PERIOD OF DEFICI TS. AND THAT DEFICI T HAS BEEN RATHER
LARGE I N HI STORI C TERM5, BUT AS A PERCENTAGE OF G D.P. ITISN T THE
LARGEST DEFICIT I N H STORY. BUT IT HAS STILL BEEN A SI GNI FI CANT
DEFI CI T. AND VVE ARE NOW AS A NATI ON G RDI NG OURSELVES TO ADDRESS THAT
FACT BECAUSE THE DEFICIT I N THE SHORT TERM I S HAVI NG SOMVE VERY
DI LATORI QUS EFFECTS ON OURSELVES AND OUR NATION. IT I'S OBVI QUSLY
CAUSI NG US TO PASS ON TO OUR CHI LDREN DEBTS FOR THE OPERATI ON OF
TODAY' S GOVERNVENT. WHEN YOU RE BORROW NG FROM FUTURE GENERATI ONS, THE
PECPLE THAT ARE GO NG TO HAVE TO PAY THAT ARE YOUR CHI LDREN, NOT YQOU,
BECAUSE THAT TREASURY NOTE BECOMES DUE POTENTI ALLY NOT IN YOUR
LI FETI ME. | TBECOVES DUE I N A FUTURE Tl ME-- TEN YEARS, 15 YEARS FROM
NOW WHO HAS TO PAY FOR | T? THE PEOPLE WHO ARE WORKI NG TEN, 15 YEARS
FROM NOW W TH THEI R TAXES. WHEN THEY PAY I T, I T MEANS THEY HAVE LESS
MONEY TO KEEP. SO WE' RE BORROW NG FROM OUR CHI LDREN' S FUTURE TO PAY FOR
THI'S DEFICIT. THAT'S ONE VERY DI LATORI QUS EFFECT OF THE DEFI CI T.

THE SECOND, OF COURSE, |S THAT IT I'S HAVI NG AN | MPACT ON OUR
ECONOMY | NTERNATI ONALLY. THE DOLLAR HAS WEAKED AND | T'S WEAKENED | N
LARCGE PART BECAUSE THE | NTERNATI ONAL COMVUNI TY LOOKS AT OUR DEFI CI TS AND
SAYS THAT WE AREN T DO NG A HECK OF A LOT ABOQUT THEM WE NEED TO
ADDRESS THE SHORT- TERM DEFICIT AND |'LL GET TO HOW WE' VE DONE THAT, BUT
THE PRESI DENT' S BUDGET HAS ATTEMPTED TO DO THAT AND THAT | S AN
| MVPORTANT PUBLI C POLI CY | SSUE. BUT THE SECOND LARGER PUBLI C POLI CY
| SSUE THAT WE HAVE | S THE QUESTI ON OF HOWWE DEAL W TH THE LONG TERM
LI ABI LI TIES OF QUR NATI ON-- LI ABILITIES WHI CH ALREADY EXI ST. WHAT DCES
I T MEAN? WE HAVE BASI CALLY PUT I N PLACE TODAY A LARGE NUMBER OF FEDERAL
PROGRAMS VHI CH WE HAVE TO PAY FOR TODAY, BUT BECAUSE THESE PROGRAMS
SURVI VE FOCR AS FAR AS THE EYE CAN SEE OUT INTO I NFINITY, WE KNOW THAT
THEY' RE GO NG TO COST MONEY. MOST OF THESE PROGRAMS -- THE MOST
EXPENSI VE ONES, WHI CH ARE CALLED ENTI TLEMENTS -- DEAL W TH MAKI NG SURE
THAT PEOPLE WHO ARE RETI RED HAVE A DECENT LI FESTYLE. THI S HAS BEEN A
GREAT BENEFI T TO OUR NATI ON-- SOCI AL SECURI TY, MEDI CARE, MEDI CAIl D.
THESE ARE PROCGRAMS THAT HAVE TRULY | MPROVED THE QUALI TY OF LI FE FOR
THOSE WHO ARE RETI RED. AS WE LOOK | NTO THE FUTURE, WE SEE HUGE AND VERY
COWVPLI CATED AND VERY DI FFI CULT PROBLEMS FOR US AS A NATION AS WE TRY TO
MAI NTAI N THOSE PROGRAMS AND MAKE SURE THAT PEOPLE WHO ARE RETI RED HAVE
A DECENT LI FESTYLE.

AND WHAT 1S DRIVING TH'S MAJOR CONCERN, THI' S HUGE COST WHI CH WE
ARE GO NG TO FACE AS A NATION, IS A FACT WHI CH HAS NEVER EXI STED BEFCORE
IN OQUR HI STORY: IT'S CALLED DEMOGRAPHI CS. THERE WAS, AFTER WORLD WAR
I'1, THE LARGEST EXPANSI ON I N OUR POPULATI ON THAT EVER OCCURED. MORE
CHI LDREN WERE BORN DURI NG A PERI OD FROM ABQUT 1946 TO ABOUT 1955 THAN
IN ANY OTHER PERI OD I N AMERI CAN HI STORY. | T WAS CALLED THE BABY- BOOM
GENERATI ON.  THAT GENERATION IS SO LARCGE -- AND | HAPPEN TO BE A MEMBER



OF IT -- THAT IT TOTALLY RESTRUCTURED EVERY LI FESTYLE EVENT THAT I T

| MPACTED. AS CHI LDREN THAT GENERATI ON CAUSED A NMASSI VE EXPANSI ON FOR
THE NEED FOR SCHOOLS, AS COLLEGE STUDENTS THAT GENERATI ON CREATED THE
HUGE SCCI AL CONCERN OF THE 1960'S, BOTH IN THE AREA OF RI GATS OF

AFRI CAN- AVERI CANS AND M NORI TI ES AND THE RI GHTS OF WOVEN, AND OF COURSE
IN THE | SSUE OF HOW VI ETNAM WAS FOUGHT. AND IN THE 1970' S AND THE

1980' S AS THAT GENERATI ON VENT | NTO THE WORKPLACE, | T BECAME THE MOST
PRODUCTI VE ENG NE OF ECONOM C WEALTH THAT OUR COUNTRY HAS EVER SEEN, AND
CONTI NUES TO BE AN EXTRACRDI NARY PRODUCER OF ECONOM C WEALTH. BUT NOW
THAT GENERATI ON | S HEADED TOWARDS RETI REMENT AND WE KNOW BECAUSE
EVERYONE | S ALI VE TODAY, THAT WHEN IT RETIRES I T WLL BE THE LARGEST
RETI RED GENERATION I N THE HI STORY OF OUR COUNTRY. WE KNOW THAT THE
BENEFI T STRUCTURE WHI CH WE HAVE PUT I N PLACE TO HELP SENI OR CI Tl ZENS
THROUGH RETI REMENT-- SO THAT THEY CAN LI VE A DECENT LI FESTYLE-- IS ALSO
I N PLACE, AND WHEN THOSE TWO MERCGE, THI S HUGE GENERATI ON AND THAT

BENEFI T STRUCTURE CALLED SCCI AL SECURI TY, MEDI CARE, AND MEDICAID-- IT
'S GO NG TO PUT DRAVATI C DEMAND ON CUR SOCI ETY I N THE AREA OF COSTS IN
ORDER TO PAY FOR THE BENEFI TS WHI CH ARE | N PLACE.

THINK OF IT THI'S WAY: ALMOST ALL THE RETI REMENT PROGRAMS WE HAVE
-- SOCI AL SECURI TY AND MEDI CARE ESPECI ALLY — WERE DESI GNED W TH THE
GENI US OF FRANKLI N ROCSEVELT, WHOSE PCLI Cl ES ESSENTI ALLY SAI D THAT
THERE W LL AUTOVATI CALLY BE MANY MORE PEOPLE WORKI NG THAN THOSE
RETI RED, SO THE WORKI NG AMERI CANS CAN ALWAYS SUPPORT THE RETI RED
AVERI CANS. | T WAS ALWAYS CONCEI VED THAT THERE WOULD BE A PYRAM D. IN
1950 THERE WERE ABCUT 16 AMERI CANS WORKI NG FOR EVERY ONE AMERI CAN
RETI RED. THAT MEANT THAT PROGRAMS LI KE SOCI AL SECURI TY AND MEDI CARE NOT
ONLY GENERATED MONEY TO SUPPORT THOSE WHO WERE RETI RED, THEY ACTUALLY
GENERATED MORE MONEY THAN WAS NEEDED TO SUPPORT THE PEOPLE WHO WERE
RETI RED. THAT' S EVEN HAPPENI NG TODAY. BUT THE NUMBER OF PECPLE RETI RED
COVPARED TO THE NUMBER OF PEOPLE WORKI NG HAS BEEN CHANGED. | T HAS GONE
FROM 16 DOMN TO ABCQUT 3.5 TODAY. FURTHER I NTO THI S CENTURY, AS THE
BABY- BOOM GENERATI ON RETIRES, | T WLL DROP TO TWO PEOPLE WORKI NG FOR
EVERY ONE PERSON RETI RED. AND THERE' S WHERE THE PROBLEM EXI STS BECAUSE
WE GO ESSENTI ALLY FROM A PYRAM D TO A RECTANGLE. | T BECOVES PRETTY
OBVI QUS THAT | F YOU VE ONLY GOT TWDO PECPLE TO PAY FOR ONE PERSON
RETI RED, THOSE TWO PEOPLE ARE GO NG TO HAVE TO PAY A LOT MORE | N TAXES
TO SUPPORT THAT ONE PERSON RETI RED THAN | F YOU VE GOT TEN PEOPLE
WORKI NG OR 3.5 PEOPLE WORKI NG, AS WE HAVE TODAY. SO THI S CREATES A HUGE
UNFUNDED LI ABI LITY QUT THERE. WE DON T KNOW HOW WE' RE GO NG TO PAY FOR
THIS IN THE QUT YEARS. WE DO KNOW THE PROBLEM IS GO NG TO EXI ST. AND |
WANT TO @ VE YOU A CONCEPTI ON OF THI S PROBLEM TCDAY BECAUSE IT IS SO
MASSI VE, AND WE SHOULD BE CONCERNED ABQOUT | T.



MAJOR COMPONENTS OF
THE BUDGET

(Outlays in Billions of Dollars)

O Entitlements and Mandatories
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B Non Defense Discretionary
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Percentages may not add to 100% due to rounding Fiscal Year
Total spending, excluding offsetting receipts, assumes the CBO inflated baseline.

VWHAT |' M TALKI NG ABCQUT HERE ARE THE ENTI TLEMENTS, WH CH ARE THE
SCCl AL SECURI TY, MEDI CARE, MEDI CAI D ACCOUNTS, WHI CH REPRESENT THI S
ORANGE BAR AS A PERCENTAGE OF FEDERAL SPENDI NG AND YOU LL SEE THAT
TODAY THAT ORANGE BAR | S APPROXI MATELY 56% OF THE FEDERAL GOVERNMENT.
BUT WHEN THE BABY- BOOM GENERATI ON GETS RETI RED AND | S HEADED TOWARDS
FULL RETI REMENT BEG NNING I N THE YEAR -- ABOQUT THE YEAR 2015 — IT
REALLY STARTS IN THE YEAR 2008 -- THERE IS AN EXPLCSI ON | N ENTI TLEMENT
SPENDI NG. | F ENTI TLEMENT SPENDI NG CONTI NUES ON | TS PRESENT TRACK,
SPENDI NG TO SUPPORT SCCI AL SECURI TY AND MEDI CARE, I T WLL CREATE THI S
MASSI VE PROBLEM FOR US AS A NATION, WHICH | HAVE JUST ALLUDED TO, WH CH
IS THAT WE WLL HAVE SO MANY PROGRAMVATI C DEMANDS PLACED ON THE YOUNGER
WORKI NG AVERI CANS THAT THEI R TAXES WLL HAVE TO GO UP RADI CALLY IN
ORDER TO PAY FOR THI S.



Mandatory Spending Grows Higher
Than One Fourth of the Economy
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THI'S CHART SHOWS | T PRETTY CLEARLY. THE HI STORI C SPENDI NG LEVELS
OF THE FEDERAL GOVERNMENT SI NCE THE YEAR 1960 HAVE BEEN RI GHT ARCUND 20
PERCENT. THAT' S THE HI STORI C SPENDI NG. THAT'S ALL FEDERAL SPENDI NG I N
THE POST-WORLD WAR || PERI OD. BUT ENTI TLEMENT SPENDI NG AS A PERCENTAGE
OF GROSS NATI ONAL PRODUCT HAS ALWAYS BEEN GO NG UP, BUT HAS STAYED
W THI N THE 5- TO 10- PERCENT RANGE. BEG NNI NG I N THE YEAR 2008 I T STARTS
TO CLI MB PRECI PI TQUSLY AND BY THE YEAR 2030, MEDI CARE AND SOCI AL
SECURI TY SPENDI NG WLL IN AND OF | TSELF BE 20 PERCENT OF THE GROSS
DOVESTI C PRODUCT. BY THE YEAR 2040, | T WLL EXCEED THAT AND BE 25
PERCENT OF GROSS DOMESTI C PRODUCT.

SO YOU WLL ESSENTIALLY BE I N ABOUT A DECADE AND A HALF OR TWO
DECADES, YQU LL ESSENTI ALLY BE SPENDI NG MORE ON THOSE PROGRAMS THAN WE
SPEND TODAY ON THE ENTI RE FEDERAL GOVERNMENT.

WHAT DOES THAT MEAN? WELL, | T MEANS AT THAT PO NT YQU El THER
DON' T HAVE ANY OTHER PART OF THE FEDERAL GOVERNMENT, YOU DON T HAVE ANY
NATI ONAL DEFENSE, YOU DON T HAVE ANY EDUCATI ON PROGRAMS, YOU DON T HAVE
ANY ENVI RONMENTAL PROGRAMS, OR YQU HAVE TO JUWP THE TAX RATES
DRAVATI CALLY TO PAY FOR SOCI AL SECURI TY AND MEDI CARE EXPENDI TURES.

VWHAT' S THE | MPLI CATION OF THI S OTHER THAN THAT YOU RE HEADED
TOMRDS CLEAR FI SCAL DI SASTER?

ONE OF THE I MPLICATIONS | S THAT | F TH S GRAPH WERE CARRI ED OUT
TO I TS LOd CAL CONCLUSI ON, THE TAX RATE ON WORKI NG AMERI CANS -- MY
CHI LDREN, YOUR CHI LDREN, CQUR CHI LDREN AND THEI R GRANDCHI LDREN -- WOULD
HAVE TO BE DOUBLED I N ORDER TO SUPPCRT THE SYSTEM DOUBLED.

ANOTHER | MPLI CATION OF THIS IS THAT THERE IS, ACCORDI NG TO THE
COVWPTROLLER GENERAL, APPROXI MATELY $44 TRILLI ON OF POTENTI AL LI ABILITY



-- TH'S WOULD BE LIABILITY ABOVE TH S LINE -- OVER THE NATURAL LI FETI ME
OF SOCI AL SECURITY, WHICH IS DEEMED TO BE 75 YEARS, OR MEDI CARE, 75
YEARS, $44 TRILLION -- THAT'S TRILLION, WHICH -- | DON T EVEN KNOW VWHAT
A TRILLION IS BUT THAT'S WHAT IT IS -- $44 TRILLI ON ON COSTS WH CH W
HAVE NO | DEA HOWWE RE GO NG TO PAY FOR IT. NO IDEA AT ALL. IT'S CALLED
LI ABI LI TI ES, UNFUNDED LI ABI LI TI ES.

$44 TRILLION. TRY TO PUT TH S I N PERSPECTI VE. | F YOU TAKE ALL
THE TAXES PAI D | NTO THE FEDERAL GOVERNMENT SI NCE THE BEG NNI NG OF
AVERI CA, ALL THE TAXES PAI D I NTO THE FEDERAL GOVERNMENT I N U. S
HI STORY, THAT REPRESENTS $38 TRILLION. WE' RE TALKI NG ABOUT A LI ABILITY
THAT EXCEEDS THAT NUMBER
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WE' RE TALKI NG ABOUT A LIABILITY THAT WOULD ACTUALLY BE ABOUT THE
SAME AS THE PRESENT VALUE NET WORTH -- THAT'S THE PRESENT VALUE NUMBER,
BY THE WAY, THAT MEANS IT'S DI SCOUNTED TO TODAY' S DOLLARS -- WHI CH
ACTUALLY WOULD BE ALMOST THE SAME AS THE PRESENT NET WORTH OF EVERY
AMERI CAN. THE PRESENT COMBI NED NET WORTH OF EVERY AMERI CAN |'S ABOUT $47
TRI LLI ON.

THE PRESENT LI ABILITY OF JUST THE MEDI CARE AND SCClI AL SECURI TY
FUNDS, NOT EVEN MEDI CAID INCLUDED IN THI'S, IS $44 TRILLION. SO
ESSENTI ALLY YOU WOULD HAVE TO USE EVERY DOLLAR OF EVERY AMERI CAN - -
EVERY ASSET OF EVERY AMERI CAN TO PAY THI S.

VWELL, YOQU CAN SEE THAT THE PROBLEM I S ASTRONOM CAL, SO LARGE, IN
FACT, THAT MANY ARE BURYI NG THEI R HEADS ON THE | SSUE AND SAYING I T
DOESN T EXI ST, WHICH I S A VERY UNI QUE APPRCACH TO THE PROBLEM AND
OBVI QUSLY WE' RE NOT GO NG TO SOLVE IT THI'S YEAR OR I N THE NEXT COUPLE
WEEKS. BUT WHAT WE CAN DO I N THE NEXT COUPLE WEEKS AS WE ADDRESS THE
BUDCGET IS TRY TO START ADDRESSI NG THESE TWO MAJOR | SSUES.



ONE | S THE SHORT-TERM DEFICIT. THE OTHER | S THI S LONG TERM
LOOM NG PROBLEM WHI CH WE CONFRONT AS A NATI ON. AND THAT BRI NGS US BACK
TO THE BUDGET PROCESS AND WHY I T IS | MPORTANT, BECAUSE IT IS THE
BLUEPRI NT OFF OF WHI CH YOU CAN BEG N THI S PROCESS OF ADDRESSI NG THESE
HUGE PUBLI C POLICY | SSUES. AND |F WE DON' T ADDRESS THEM NOW | T' S LIKE
THAT OLD TELEVI SI ON AD, "YOU CAN PAY ME NOW CR YQU CAN PAY ME LATER "
WHEN YOU PAY LATER, THE COST IS GO NG TO BE BASI CALLY UNACCEPTABLE.
BECAUSE | F YOU WAI'T UNTIL 2008, 2015 TO START ADDRESSI NG THESE | SSUES,
YOU RE ESSENTI ALLY GO NG TO HAVE TO DO SOMVETHI NG EXTRAORDI NARI LY
PRECI PI TOUS. YOU RE El THER GO NG TO HAVE TO RADI CALLY CUT THE BENEFI TS
OF SENI ORS WHO ARE RETI RED OR YOU RE GO NG TO HAVE TO RADI CALLY
| NCREASE THE TAXES ON OUR CHI LDREN AND OUR CHI LDREN S CHI LDREN, MEANI NG
THAT THEIR QUALITY OF LIFE IS GO NG TO BE REDUCED SI GNI FI CANTLY.

VWELL, THE PRESI DENT HAS SENT UP A BUDGET WHI CH BEG NS THE
PRCOCESS OF TRYI NG TO ADDRESS SOVE OF THESE CORE | SSUES. FI RST, ON THE
| SSUE OF THE DEFICIT | TSELF, HE HAS PROPOSED A BUDGET WHI CH REDUCES I N
HALF THE DEFICI T OVER THE NEXT FEW YEARS. AND YOU CAN SEE HERE, HE
TAKES US FROM ABCOUT 4.5 PERCENT OF G D.P., THE DEFICIT, AND THAT' S
WHERE YOU REALLY NEED TO LOCK AT BECAUSE THE ACTUAL NUMBERS DON T
RELATE TO WHAT THEI R EFFECT ARE ON THE ECONOMWY.

THE DEFICIT I S PROJECTED TO BE ABOUT 4.5 PERCENT OF THE GROSS
DOVESTI C PRODUCT BACK | N 2004, DOWN TO APPROXI MATELY 1.3 PERCENT OF
GROSS NATI ONAL PRCDUCT BY 2010.

NOW | WLL BE THE FIRST TO SAY THAT | N THAT ESTI MATE,
ESPECI ALLY THE 2008 NUMBER, THERE | S NO ACCOUNTI NG FOR THE WAR. THE WAR
IS A ONE-TI ME | TEM HOPEFULLY, OR AT LEAST A TWO-TIME I TEM WE DON T
EXPECT THE WAR TO GO ON FOREVER. AND I N FACT, BY 2008, WE CERTAI NLY
HOPE THE WAR W LL BE OVER RELATI VE TO | RAQ AND AFGHANI STAN. AND,
THEREFORE, | T SHOULD NOT BE BUI LT I NTO THE BASE. BY THAT TI Mg,
HOPEFULLY I'T WLL NOT BE, AND WE EXPECT | T WON' T BE.

BUT THESE NUVBERS HERE MAY BE | NACCURATE I N THAT THEY MAY BE OFF
BY NOT ACCOUNTI NG FOR THE WAR. BUT THE PO NT IS THAT WHEN YOU GO FROM
4.5 PERCENT TO 1.7 PERCENT, THAT SHOULD STILL BE ABLE TO BE
ACCOWPLI SHED WHETHER OR NOT' WE ARE AT WAR, W TH ACCCOUNTI NG FOR THE WAR
CORRECTLY. SO WE CAN REDUCE THI S DEFICIT I N HALF AND THE PRESI DENT' S
PROPCSED | T.

AND HOW HAS HE PROPOSED THI S? WELL, HE' S PROPOSED TODO IT IN A
SERI ES OF WAY BUT THERE IS A CONSI STENCY WTHI N HI' S PROPCSAL WHICH | S
THI'S. BASI CALLY HE SAID WE HAVE TO GET FI SCAL DI SCI PLINE I N PLACE. WVE
HAVE TO START BEI NG RESPONSI BLE ABCUT HOW MJUCH MONEY WE SPEND. AND I N
ORDER TO ACCOWPLI SH THAT, WE' RE GO NG TO HAVE TO REDUCE THE RATE OF
GRONMH OF FEDERAL SPENDI NG -- WE NEVER ACTUAL CUT SPENDI NG AROUND HERE.
WE' RE GO NG TO HAVE TO REDUCE THE RATE OF GROMH OF FEDERAL SPENDI NG
Rl GHT ACROSS THE BQOARD.

AND SO HE HAS ESSENTI ALLY PROPOSED GORI NG EVERYBODY' S OX, AND
MAYBE THAT' S THE WAY YOU HAVE TO APPROACH SOVETHI NG LI KE THI' S. HE HAS
SUGGESTED THAT WE FREEZE ESSENTI ALLY NONDI SCRETI ONARY DEFENSE SPENDI NG,
WHICH IS GO NG TO BE DI FFI CULT TO DO BUT I T'S SOMVETHI NG WE NEED TO DO
HE HAS SUGGESTED THAT THE DEFENSE CORE BUDGET NOT RI SE AS FAST AS I T
HAS BEEN PRQJIECTED TO RI SE, AND WE' RE ALREADY HEARI NG DI SCUSSI ON FROM



MANY OF THE DEFENSE SUBCONTRACTORS AND CONTRACTORS AROUND THIS CI TY
THAT THEY CAN' T LIVE WTH THAT NUMBER. SO | GUESS | T MJST BE STEPPI NG
ON SOMVETCES QUT THERE. HE HAS SUGGESTED THAT I N THE ENTI TLEMENT
ACCOUNTS, AND THI S IS THE MOST | MPORTANT PART, THAT I N THE ENTI TLEMENT
ACCOUNTS, WE BEG N TO REDUCE THE RATE OF GROMH. NOTI CUT THEM BUT
REDUCE THEI R RATE OF GROWIH. AND THAT | S A COURAGEQUS STEP BUT A STEP
THAT HAS TO BE TAKEN.

THE ONLY ACCOUNT HE DI DN' T ADDRESS, QUI TE HONESTLY, WAS MEDI CARE
BECAUSE OF HI S RECENT ENACTMENT OF THE MEDI CARE REFORM BI LL, WHI CH |
GUESS THEY' D LI KE TO PLAY QUT FOR A LITTLE WHI LE BEFORE THEY MOVE BACK
| NTO THAT ACCOUNT. BUT EVERYBODY ELSE HAS BEEN | MPACTED.

AND HE HAS PUT | N PLACE AND SUGCGESTED A SERI ES OF ENFORCEMENT
VECHANI SM5 WHI CH W LL ALLOWUS TO ACCOVPLI SH THI' S TYPE OF A BUDCET. AND
VE | NTEND TO PUT I N EVEN MORE TO ACCOWPLI SH THI S. BECAUSE THE NUMBERS
MEAN NOTHI NG | F THEY' RE NOT ENFORCEABLE.

AND SO AS WVE MOVE FORWARD IN THI' S DEBATE -- AND | SEE THE
SENATCR FROM UTAH IS HERE AND HE W SHED TO SPEAK AT 3: 00 AND |' VE GONE
PAST MY TIME SO I'LL COME BACK TO THE TOPI C AGAIN AND TALK A LITTLE BIT
ABOUT THE TAX SIDE OF THI S. BUT AS WE MOVE FORWARD I N THI S DEBATE, IT
IS CRITI CAL THAT WE UNDERSTAND THAT WE ARE FACI NG THESE TWO HUGE PUBLI C
PCLI CY | SSUES. THE NEED TO BRI NG UNDER CONTROL THE SHORT- TERM DEFI CI T,
BUT EVEN MORE | MPORTANTLY, THE NEED TO ADDRESS THE LONG TERM
ENTI TLEMENT REFORM QUESTI ON. AND | SHOULD MENTI ON ON THAT PO NT THAT
NOT ONLY DI D HE ADDRESS THE ENTI TLEMENTS SUCH AS MEDI CAI D AND SOVE OF
THE OTHER ENTI TLEMENTS W THI N THE BUDGET, BUT HE HAS SET FORTH A
PROPOSAL TO ADDRESS SOCI AL SECURI TY AND THAT 1S A COURAGEQUS ACT. AND
THAT, OF COURSE, IS ONE OF THE KEY COVPONENTS OF ANY SORT OF MAJCOR
ENTI TLEMENT REFORM WE MJST ADDRESS THE | SSUE OF SOCI AL SECURI TY.

AND SO THE PRESI DENT HAS STEPPED UP TO THE PLATE AND MOVED
FORWARD WTH A PLAN WHI CH W LL PUT I N PLACE FI SCAL DI SCI PLI NE. AND NOW
AS WVE MOVE FORWARD AS A SENATE, IT IS OUR RESPONSI BI LI TY TO PURSUE THI S
COURSE ALSO, TO PUT I N PLACE A BUDGET WHICH | S FI SCALLY RESPONSI BLE AND
VWHI CH ADDRESSES NOT ONLY THE DI SCRETI ONARY SI DE OF THE LEDGER BUT THE
ENTI TLEMENT SIDE OF THE LEDGER. AND THAT' S GO NG TO BE OUR CHALLENGE.

I TS VERY DOABLE. ALL I T TAKES IS THE W LLI NGNESS TO STAND UP AND
RECOGNI ZE THAT IF WE DON' T DO I T, WE WLL BE PASSI NG ON TO OUR CH LDREN
A NATION WHICH | S -- DOES NOT GUARANTEE THEM AS HI G+ QUALI TY OF LI FE AS
WE HAVE HAD BECAUSE OF THE BURDEN OF TAXATI ON WHI CH WE W LL BE PLACI NG
ON THEM IT IS OQUR RESPONSI BI LITY TO MOVE FORWARD | N THI S AREA AND |
LOOK FORWARD TO THE NEXT FEW WEEKS AS AN OPPORTUNI TY TO DEBATE AND

DI SCUSS THI S -- THESE PROPCSALS EVEN FURTHER



