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1. The United States war time economy, after causing a global economic slowdown for several years after 9-11, has led the US to a record $390- $420 billion budget deficit, $8.7 trillion debt, the 50% devaluation of the dollar against the EU and China, inflation specifically in the price of oil and in general, and 5% slump in the stock exchange.  Devaluation seems to be improving international trade and unemployment has declined to 4.9%.  The combined assets of the Social Security Trust Funds of the US Treasury exceeded $2 trillion for the first time in 2005 and are projected to exceed $2.25 trillion this 2006.  We are deeply concerned that despite this comfortable savings account the status of these trust funds has been rated poor in the annual reports published 1 May 2006 as the result of the pending retirement of the baby boomers.  The Federal Hospital Insurance (HI) Trust fund expenditures are expected to exceed tax receipts this 2006 and to exceed both taxes and interest in 2010 and to be totally exhausted in 2018.  The Federal Old Age Survivors Disability Insurance (OASI) Trust funds are projected to fall below cost in 2017 and to be exhausted by 2040. 
2. Are these gloom and doom predictions true or is looming insolvency just artifice intended to permit the status quo to continue profiting from the $181 billion OASI account surplus (2005 est.) that needs to be eliminated with military spending in surplus of $333 billion to balance the budget as soon as 2007?  In 2005 there were 40 million retirees receiving pensions from OASI, in 2010 that number is expected to rise to 43.3 million, by 2020 to 57.2 million and in 2040 when the trust fund is projected to be exhausted to 78.3 million.  Whereas the Social Security Administration is currently turning a 25% profit on poverty and over $2 trillion have been saved in the Social Security trust funds it seems unlikely that the baby boomers or their children will suffer any financial shortfalls unless the taxed economy should suddenly and completely collapse for a period exceeding two to four years and it seems more important to balance the budget.

3. The 2006 Social Security Trustees Report states, at the end of 2005, 48 million people were receiving benefits: 33 million retired workers and their dependents, 7 million survivors of deceased workers, and 8 million disabled workers and their dependents. During the year an estimated 159 million people had earnings covered by Social Security and paid payroll taxes. Total benefits paid in 2005 were $521 billion. Income was $702 billion, and assets held in special issue U.S. Treasury securities grew to $1.9 trillion at a cost of only $5.3 billion for the administration 1% of total expenditures.  This shows little change in the projected financial status of the Social Security program over last year. It is projected that the Social Security Trust Funds will be exhausted in 2040.  The projected point at which tax revenues will fall below program costs comes in 2017 - the same as the estimate in last year’s report. 

4. The 2006 Medicare Trustees Report states, in 2005, 42.5 million people were covered by Medicare: 35.8 million aged 65 and older, and 6.7 million disabled. Total benefits paid in 2005 were $330 billion. Income was $357 billion, expenditures were $336 billion, and assets held in special issue U.S. Treasury securities grew to $310 billion. Medicare faces growing strains on its financing sources. Together Medicare and Medicaid serve 87 million people at a combined cost of $602 billion.  Total Medicare expenditures were $336 billion in 2005 and are expected to increase in future years at a faster pace than either workers’ earnings or the economy overall. The HI Trust fund is expected to become insolvent much sooner, the first year when outgo is expected to exceed income excluding interest is in 2006, in 2010 outgo is expected to exceed income including interest and by 2018 trust fund assets are exhausted.

5. The House Ways and Means Committee celebrated the 10th Anniversary of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193) noted that the overall poverty rate dropped 7 percent from 1996 to 2004.  In the late 1950s, the overall poverty rate for individuals in the United States was 22 percent, representing 39.5 million poor persons. In 1973, the poverty rate was 11.1 percent. In 2000, 31 million people were poor (11.3 percent of the population). In 2005 it was estimated that 35 million people live below the poverty line.   In the past 50 years the US has been largely successful at reducing the poverty rate.  The poverty rate for all blacks and Hispanics remained near 30 percent during the 1980s and mid-1990s. Thereafter it began to fall. In 2000, the rate for blacks dropped to 22.1 percent and for Hispanics to 21.2 percent- the lowest rate for both groups since the United States began measuring poverty.  The rise in poverty was more dramatic for children. There were 12.9 million living in poverty in 2003, or 17.6 percent of the under-18 population. That was an increase of about 800,000 from 2002, when 16.7 percent of all children were in poverty.  The most important demographic difference between 1984 and 1999 was the change in marital status among the total U.S. population.  In 1990 the number of marriages ending in divorce stood at 50%.  People are waiting longer before marriage, the number of people who never marry has increased, and marriages are more likely to end in divorce.

6. Whereas Medicare is running a $13.9 billion account surplus this 2006 it is difficult to be concerned about the solvency of the trust fund however Congress must take care to ensure that shortfalls never consume all the $15.2 billion (2005 est.) interest earnings as is projected to occur in 2010 by the Report but not by the Office of Management and Budget.  Congress must promise to insure the trust fund balance from ever falling into decline.  Whereas the Office of Management and Budget makes no such prediction in Section 13 the Historic Budget Tables the Federal Depositors Insurance Corporation (FDIC) and Federal Reserve should be able to insure the social security trust funds in favorable terms whereby banks would receive tax deductions for their contributions to the Social Security Trustees should the trust funds ever face diminishment under the well known 26USC(A)(1)(F)I §501(c)(1)(a) 501c exemption should they be accepted by the Managing Trustees under 42USC(7)II§432.  To seal this deal the Chairman of the Federal Reserve is sought to be appointed to the Board of Trustees of the Social Security Trust Funds charged with insuring the trust funds against decline and administrating the elimination of poverty in the USA when confident with the annual reports by amending § 201 of the Social Security Act.  
7. Having moved to assure the confidence of the Social Security Trustees with the FDIC Congress must look into the possibility that the HI Trust fund whose budget operates within the limits of need from the interest earned without consuming more than a percentage of interest earnings so that the trust fund shows positive growth without burdening the taxpayers any more than is needed is in fact a more ideal than the untouched interest earnings of OASDI.  It is believed that administrating some of the interest earned stimulates the Treasury and banks into the positive economic activity of generating income resulting in overall economic growth.  While we respect the concern for the retirement of the baby boomers the 50% increase in the number retirees by 2020 means only that the number of worker per beneficiary will decrease from 4 to 2.  When social security was founded there were initially 40 workers for every beneficiary.  Aging and retirement should not be cause for concern but for rejoicing that the baby boomers will have the time to resolve the philosophic problems that their generation was to busy working 60 hours a week, to achieve, and the young people are being employed in ever increasing numbers.      

8. In the 1980’s the legislature worked on the disability insurance trust fund.  The Disability Benefits Reform Act of 1984 established the contemporary concept of disability determination.  The Fair Housing Act (FHA), as amended in 1988, makes housing more accessible to the disabled and prohibits discrimination on the basis of race, color, religion, sex, disability, familial status, or national origin.  The U.S. Supreme Court decision Sullivan v. Zebley, 493 U.S. 521 (1990), ruled that child SSI cases were not judged equally to adult cases. Child cases cannot be accepted or rejected solely on the basis of whether the child's condition is on the Listing of Impairments, as this does not include any form of the "comparable severity" clause found in the definition of adult disability. The Americans with Disabilities Act (ADA) "prohibits discrimination on the basis of disability.  

9. The Civil Rights Act of 21 November 1991 (Pub. L. 102-166) amended the Civil Rights Act of 1964 to strengthen and improve Federal civil rights laws, to provide for damages in cases of intentional employment discrimination, to clarify provisions regarding disparate impact actions, and for other purposes. The Emergency Unemployment Compensation Act of 1991 (Public Law 102-164) established temporary emergency unemployment compensation (EUC) benefits through July 4, 1992. The Unemployment Compensation Amendments of 1992 (Public Law 102-318) reduced the benefit periods to 20 and 26 weeks. The Emergency Unemployment Compensation Amendments of 1993 (Public Law 103-6) authorized funds for automated State systems to identify permanently displaced workers for early intervention with reemployment services. The Unemployment Compensation Amendments of 1993 (Public Law 103-152) and set the benefit periods at 7 and 13 weeks. The North American Free Trade Agreement Implementation Act (Public Law 103-182) gave States the option of continuing UC benefits for claimants who elect to start their own businesses.
10. The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193) replaced Aid to Families with Dependent Children (AFDC)- with Temporary Assistance for Needy Families (TANF). The law established a strict regime of state sanction initiatives, with dramatic results. From 1996 to 2002, the total number of welfare recipients in the nation declined by 58 percent (DHHS 2003b, II- 5). Repressive 1996 welfare legislation altered the terms of the federal and state fiscal relationship, expanded the range of discretion in program design, and imposed new requirements for program operation.  The law set criteria that were more restrictive for childhood disability and required that eligibility be re-determined using adult disability criteria when the child reaches 18 years of age.  SSI eligibility was prohibited for anyone who is not a U.S. citizen unless they are determined to be in a "qualified alien" category and meet certain other requirements such as work or military service or a classification as a refugee or an asylee. Public Law 104-121 ceased benefits to SSI and DI beneficiaries whose primary disability was drug or alcohol addiction.  

11. The Balanced Budget Act of 1997 (Public Law 105-33) gave States complete authority in setting base periods for determining eligibility for benefits, authorized appropriations for program integrity activities, limited trust fund distributions to States in fiscal years 1999-2001, and raised the ceiling on FUA assets from 0.25 percent to 0.5 percent of wages in covered employment starting in fiscal year 2002.  The Balanced Budget Refinement Act of 1999.   

12. The Benefits Improvement and Protection Act of 2000 led to increases in benefits. The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (also known informally as the Medicare Modernization Act, or MMA) established the prescription drug program.  The Social Security Protection Act of 2 March 2004 (Public Law No. 108-203) introduced a rigorous certification program for non-attorney representatives reinforced but not yet implemented in the Federal Register notice published January 13, 2005 (70 Fed. Reg. 2447 that requires the Commissioner of Social Security (the Commissioner) to develop and implement a five-year nationwide demonstration project that will extend to certain non-attorney representatives of claimants under titles II and XVI of the Social Security Act (the Act) the option to have approved representatives' fees withheld and paid directly from a beneficiary's past-due benefits.  Section 6071 of the Deficit Reduction Act of 2005, gives grants to states of up to five years that enable states to transition individuals from institutional settings to community-based settings
13. The goals of these 109th and 110th Congresses must be 1. to restore confidence in our social security trust funds, 2. to balance the budget, 3. legislate a full $33 billion in international official development assistance (oda) in pursuit of paying 0.7% of our GNI by 2010 to keep abreast with the Europeans and 4. to add the US GNI to the US GDP column in the CIA World Fact Book.  Art. 1 Section 9 Clause 7 of the US Constitution that states, No money shall be drawn from the Treasury, but in Consequence of Appropriations made by Law; and a regular Statement and Account of the Receipts and Expenditures of all public Money shall be published from time to time.  To improve oversight of appropriations bills and the federal budget, in general, it is ordered that the Office of Management and Budget (OMB) keep an annual tally of all appropriations bills ratified by, ie. 109th, Congress and/or the Senate, on the OMB website. This web page would keep track of all Bills for raising Revenue originating in the House of representatives; for the Senate to propose or concur with Amendments as on other Bills under Art. 1 Sec. 7 of the US Con.  The unique function of this web page would be that that not only the title of the annually reviewed Bills, but the amount requested in that Bill would be made public on the cover page of the, ie, 109th Congress, with links to the text of the Bill at the Library of Congress thomas.loc.gov.  As the result of the inflation cause by steep increases in the price of oil market Congress will need to regulate commerce under Art. 1 Section 8 Clause 3 of the US Con. And make such rule and regulations respecting the development of private property on the territory belonging to the United States in Alaska without unlawfully intruding upon environment under Art. 4 Section 3 Clause 2 of the US Con. and the spirit of Battle Mountain Sanitarium Reserve 24USC(3)§71-150
14. The House approved the American-Made Energy and Good Jobs Act (H.R. 5429) authorizing environmentally safe energy production on just 2,000 of ANWR’s 20 million acres using 21st Century technology. This bill aims to increase U.S. energy security and independence and create American jobs.  Creating American Jobs, at today’s energy prices, recovering this massive supply represents a $728 billion investment in American energy, American jobs, and strong economic growth. Experts estimate that safe energy development in ANWR will lead to the creation of one million good jobs in America. That is why ANWR-energy is supported by the International Brotherhood of Teamsters, the International Union of Operating Engineers, the Laborers International Union of North America, the AFL-CIO -- Building Trades Department, the United Association of Plumbers and Pipefitters, the Seafarers International Union and the United Brotherhood of Carpenters and Joiners of America. Increasing America’s Energy Supply. The mean estimate of recoverable oil from ANWR’s northern coastal plain is 10.4 billion barrels, a 50 percent increase in total U.S. proven reserves.  Governmental and nongovernmental environmental field researchers in Alaska are sought to cooperate with engineers to evaluate the environment for species that might be endangered and other potential environmental hazards that the engineers must compensate and cooperate with. A new Congressional Research Service (CRS) report concludes that safe energy exploration and production on ANWR’s northern coastal plain could raise $111 to $173 billion in federal royalties and tax revenues.  

15. There is considerable evidence indicating that the US government frequently gives false statements in misrepresentation of national security interests to the detriment of the true cassus belli of the United States (US). These lies have become more exaggerated in the two terms that George W. Bush and his staff have served to such an extent that they have been indicted by John Conyers (D-MI) rank democrat to the House Judiciary Committee for giving false information to justify the attack on Iraq and may now be impeached by the Senate with the Chief Justice of the US Supreme Court attending.  The US Gross Domestic Product (GDP) is the prime example of false information used to secure loans that are not in the best interest of our nation that cannot afford any more wars, slavery or debts - the $12.9 trillion GDP projected by the Office of Management and Budget (OMB) grossly exceeds the Gross National Income (GNI) that stands at $8.1 trillion as reported by the Bureau of Economic Analysis and paints a realistic picture of European equality with the USA, this 2006.  Duke Cunningham (D-CA), a rank Democrat in the Ways and Means Committee has been reported to have been sentenced to a period of incarceration estimated at 8 years for bribery and corruption although federal probation statute indicates that whereas the statutory sentence for class B felonies is less than 50 years, he is entitled to probation.

16. Making these accurate statements under this Balanced Health and Welfare Budget Act of 2007 public regarding the national accounts of the United States of America will greatly improve the standing of our nation this 2006 if adopted by the House and immediately used by the executive branch to limit federal budget deficit by eliminating cold war weapons and further accepted by the Social Security Trustees as legislative guidance in the right direction in 2007 so that the federal government might turn a profit as soon as 2008 on a social security appropriations theory limited by cost and insured against any decline in trust fund balance from the year before.  Whereas the first draft of Hospitals & Asylums Chapter 3 Health and Welfare (HaW) was not done until 15 September 2004 it is not expected that the Chapter, in its entirety, will be ready for promulgation by Congress as Statute until 2009.  This Balanced Health and Welfare Budget Amendment Act of FY 2007 can however be promulgated as a budgetary supplement circulated to make the July 16th deadline for changes and revisions to the FY 2007 budget under 31USC§1106.  

17. For free someone could produce a flow chart over time in Microsoft world to explain the more optimistic projection of OMB and HA regarding the accumulation of the Social Security Trust Funds from the table in Article 106 of this Act pertaining to Medicare and Social Security (MaSS) and send it, by Microsoft Word email attachment, to the author whereas his chart wizard is not working.  For a fee of $1,000 a month the annual June review of Health and Welfare would be extended this 2006 to treat upon Social Security Administration Office of Disability Adjudication and Review Hearings, Appeals and Litigation Law Manual (HALLEX).  For $1,000 a week the author would balance the military budget and it would be fair for Congress to summon the author to submit findings and attend hearings.  For a $2 million HA trust fund with matching $1 million contributions from the Military Department (MD) and Social Security Administration, the interest of which the author could afford to raise a family, Title 24 US Code Hospitals & Asylums Chapter 3 Health and Welfare, and other Chapters, could be published by Congress or, for a reasonable fee, by any private or public publishing company as one, 1,000 page petition likely to grow into a multi volume work beginning in 2010 with a new book and amendments every five years, 2010, 2015, 2020 etc. and Hospitals & Asylums could be registered by the Federal Reserve as a foreign owned banking corporation under 12USC(6)§614
Art. 101 System of National Accounts

A. The 1993 System of National Accounts (SNA) calculates the GDP in table 2.4 at 2.222

 

(1) Gross domestic product (GDP) at market prices = Output + taxes, less subsidies on products – intermediate consumption. 

(2) Gross domestic product (GDP) at market prices = Final consumption expenditure/ actual final consumption + changes in inventories + gross fixed capital formation + acquisitions less disposals of valuables + exports of goods and services - imports of goods and services. 

B. Levels of GDP or, alternatively, gross national income (GNI) per head in different countries are used by international organizations to determine eligibility for loans, aid or other funds or to determine the terms or conditions on which such loans, aid or funds are made available. The goal of this Chapter is to return the Gross National Income ( (Per capita income – taxes) x population = GNI in the CIA World Fact Book as reported by the Bureau of Economic Analysis (BEA) as aggregate disposable income $8,078 billion in 2006 for equal rights with European nations with a per capita of $27,000.  The USA must afford their citizens the truth regarding the per capita GNI of $30,000, including the government administration, rather than the $40,000 per capita GDP in the CIA World Fact Book.  

C.  GDP is a measure of production 1.69.  Levels of GDP or, alternatively, gross national income (GNI) per head in different countries are also used by international organizations to determine eligibility for loans, aid or other funds or to determine the terms or conditions on which such loans, aid or funds are made available.  When the objective is to compare the volumes of goods or services produced or consumed per head, data in national currencies must be converted into a common currency by means of purchasing power parities and not exchange rates 1.38. The level of production is important because it largely determines how much a country can afford to consume and it also affects the level of employment.  The consumption of goods and services, both individually and collectively, is one of the most important factors influencing the welfare of a community, but it is only one of several factors.  There are also others, such as epidemics, natural disasters or wars that can have major negative impacts on welfare, while others, such as scientific discoveries, inventions or simply good weather, may have significant positive impacts.  Total welfare depends on many other factors besides the amounts of goods and services consumed.  Apart from natural events such as epidemics, droughts or floods, welfare also depends on political factors, such as freedom and security and inventions making improvement to the quality of life 1.77.  Obviously, as a measure of production, GDP is not intended to embrace non-economic events, such as political revolutions, wars, natural disasters or epidemics. 1.80 GDP may also be expected to rise in response to natural disasters and wars.  Public and private decision-makers and statisticians are therefore encouraged to use the GNI $8,078 billion and corresponding $27,000 per capita in their market analysis of the United States of America so as to be realistic in their assumptions regarding consumers economic welfare this 2006 with a projected GNI of $8,500 billion in 2007, $9 trillion in 2008, $9.5 trillion in 2009 and $10 trillion in 2010, a model of success for free market capitalism, tired of government debt.  
D. "Economic welfare depends on the psychic enjoyment of life," not just the production of goods, the distinctions drawn in UNSNA to define income from production and property income are rather capricious or eclectic, obscuring thereby the different components and sources of realised surplus value; the categories are said to be based on an inconsistent view of newly created value, conserved value, and transferred value (see also double counting). It is argued the UNSNA aggregate "compensation of employees" does not distinguish adequately between pre-tax and post-tax wage income, the income of higher corporate officers, and deferred income (employee and employer contributions to social insurance schemes of various kinds) on the other. "Compensation of employees" may also include the value of stock-options received as income by corporate officers. Thus, it is argued, the accounts have to be substantially re-aggregated, to obtain a true picture of income generated and distributed in the economy.  2.178 Neither gross nor net domestic product is a measure of welfare.  No different value judgments are attached to certain goods or services in comparison with others: a given amount of tobacco consumption is equivalent to the same amount of milk consumption; the same is true for education and defence, etc.  GNI is equal to GDP less taxes (less subsidies) on production and imports, compensation of employees and property income payable to the rest of the world plus the corresponding items receivable from the rest of the world.  Thus GNI at market prices is the sum of gross primary incomes receivable by residents.  It is worth noting that GNI at market prices was called gross national product in the 1953 SNA, and it is commonly denominated GNP.  In contrast to GDP, GNI is not a concept of value added, but a concept of income (primary income). Gross national disposable income is equal to GNI at market prices.  Gross national disposable income measures the income available to the nation for final consumption and gross saving.  National disposable income is the sum of disposable income of all resident.  Fisher, I., 1906. Nature of Capital and Income. A.M. Kelly, New York
E. The divergence in growth rates between the U.S. and the EU since 1997 can be explained almost entirely in terms of differing statistical methods, monetary union and devaluation of the US Dollar where the EU accounts for their aggregate income in the conservative terms of GNI and the US liberally as GDP in the CIA World Fact Book under the guise of GDP and UNDP Human Development Data.  SNA reveals at 1.37 that SNA is the system used for reporting to international or supranational organizations national accounts data that conform to standard, internationally accepted concepts, definitions and classifications.  The resulting data are widely used for international comparisons of the volumes of major aggregates, such as GDP or GDP per head, and also for comparisons of structural statistics, such as ratios of investment, taxes or government expenditures to GDP.  Such comparisons are used by economists, journalists and other analysts to evaluate the performance of one economy against that of other similar economies.  They can influence popular and political judgments about the relative success of economic programs in the same way as developments over time within a single country.  Databases consisting of sets of national accounts for groups of countries can also be used for econometric analyses in which time-series and cross-section data are pooled to provide a broader range of observations for the estimation of functional relationships. Useful as they are as a source of information for anybody in charge with macroeconomic governance tasks, National Accounts can also be misused in the context of governance.  It is hoped US markets will stabilize as the result of making their national predictions on the basis of GNI rather than GDP.  It is hoped that this finding will inform forthcoming reform debates. Kendrick, J. W. (1996) “Introduction and Overview”, in: Kendrick, J. W. (ed), The New System of National Accounts, Kluwer Academic Publishers, Boston, pp. 1-23. Kuznets, S. (1934) “National Income 1929-1932”, US Congress, S. Doc. 124, 73rd Congress, 2nd Session. Hartwig, Jochen. On Misusing National Account Data for Government Purposes.  Swiss Federal Institute of Technology. No. 101 of March 2005

F. Philosophy regarding the calculating of national accounts is attributed to have been founded by William Petty (1623-1687), whom Marx lauded as ‘father of Political Economy, and to some extent the founder of Statistics’, who was the first to provide rough estimates of ‘national income’ in his Political Arithmetick that appeared in print posthumously in 1690. This remarkable work is considered crucial for national accounting up to the present day. Not only does Petty acknowledge that ‘The Labour of the People’ is the source of national income, which is echoed in modern ‘Production Accounts’, but he also estimates the division of national income between wages, rents, interest, and profit; and opposes this with the disposition of income by giving an estimate of annual domestic consumption expenses.  For the next two hundred years, progress in national accounting was slow.  François Quesnay’s Tableau économique (of 1766) envisaged exchanges in an economy as a circular flow, was a precursor of later Input- Output-Tables that now form a part of National Accounts. Also, there was an important contribution coming from Adam Smith who, in The Wealth of Nations (1776), that laid emphasis on productive activities that ‘fix themselves’ in commodities rather than services. This concept was later adopted by Karl Marx (although the theory of the latter, in principle, does not preclude the provision of services from being productive as long as it is organized along capitalist lines and thus yields surplus value) and became the basis of the ‘Material Product System’ of National Accounts prevalent in the Soviet Union and other communist countries – even in France, for some time. It was only later under the influence of Alfred Marshall that production was fully understood to include the provision of services; and this concept was adopted by the United Nations in their recommendations for compiling National Accounts.  
G. Two incidents fostered the final breakthrough of national accounting: first, J. M. Keynes’s General Theory of Employment, Interest and Money (1936) encouraged thinking in terms of macroeconomic aggregates such as consumption and investment demand. Also, Keynes proposed an appropriate delineation for these aggregates to show that production, distribution and appropriation aspects of national income are in fact inextricably interwoven. The final impetus for National Accounts came from the outbreak of World War II. In urgent need of a reliable basis for its war budgets, the British government advised economists at the Central Statistical Office to prepare a set of income and expenditure estimates. “The chief impetus to the development of economic accounts”, writes KENDRICK (1996, pp. 4-5), “has come from central governments, which probably remain their chief users. By monitoring economic movements, policy-making agencies including the central bank can see if they are on track with respect to national objectives regarding growth, price inflation, the trade balance, unemployment, and so on, and, if not, they can take appropriate actions.”  National Accounts are the main source of information about the state of the economy.  Their data serve as input for growth predictions and business cycle forecasts, which are usually made with the help of intricate econometric models and techniques. Also, medium-term budgeting is typically done within the framework of National Accounts. It has to be stressed, though, that National Accounts synthesize data usually.  If, in a country, fiscal policy follows an activist approach, then it will react to an unsatisfactory growth or business cycle outlook by taking discretionary measures.  Traditional ‘Keynesian’ measures, i.e. deficit spending, are now widely out of fashion, especially in Europe, because it is believed that they irresponsibly add to public debt and thus overburden future generations.  United Nations (1953) A System of National Accounts and Supporting Tables. Studies in Methods, Series F, No. 2, United Nations, New York. United Nations (1968) A System of National Accounts. Studies in Methods, Series F, No. 2, Rev. 3, United Nations, New York.

H. Say’s law whereby “actual aggregate demand always equals actual aggregate expenditures and supply creates its won demand; hence it follows that desired expenditures will equal actual expenditures” – requires the US to reform by desisting in using an inflated GDP in international statistics in order to eliminate the disproportionate demand of the federal government for loans and in transition should advertise both GDP and GNI in the the CIA World Fact Book and Office of the Management and Budget (OMB) Historical Tables until prices have harmonized for the benefit of the peacetime economic community and there is a rational basis for choosing one figure over the other.

Art. 102 Balanced Budget

A. The President’s 2007 Budget continues the successful pro-growth policies that have encouraged robust economic growth and job creation. A strong economy, together with spending restraint, is critical to reducing the deficit, the task of which is given to the legislature.  When the President fails to balance the budget for the State of the Union address under Art. 2 Section 3 of the US Constitution and 31USC(11)§1105 whereby the President must submit his/her budget to Congress after the first week of January and before the first week of February every year and §1106 whereby the President must submit and supplemental or additional budgeting changes and re-appraisements to Congress before July 16th of every year and  1USC(2)§105 whereby 30 September appropriations occur for the next fiscal year beginning 1 October.  It is left to Congress to balance the budget under Art. 1 Section 7 and Art. 1 Section 9 Clause 7 that states, No money shall be drawn from the Treasury, but in Consequence of Appropriations made by Law; and a regular Statement and Account of the Receipts and Expenditures of all public Money shall be published from time to time.  The goal of a balanced budget is established law in the Balanced Budget Act of 1997 (Public Law 105-33) that was improved in the Balanced Budget Refinement Act of 1999 as is the strategy of limiting agency spending in the Deficit Reduction Act of 2005. The Table below responds to OMB projections with more realistic estimates for 2006-2010.

Argument of the USA Balancing the Budget with Debate between GDP and GNI
 

	Year
	Int’l
	Def
	OASI
	Trust
	Rev
	Bud
	Def
	Debt
	GDP
	GNI

	2000
	12
	294.50
	411.68
	1,220.9
	2,025
	1,788
	87
	5,628
	9,719
	6,400

	2001
	14
	305.50
	434.06
	1,409
	1,991
	1,860
	-33
	5,770
	10,022
	6,666

	2002
	15
	349.56
	440.54
	1,595.9
	1,853
	2,011
	-317
	6,198
	10,339
	7,000

	2003
	35
	388.87
	447.81
	1,769.1
	1,782
	2,157
	-375
	6,780
	10,828
	6,666

	2004
	15
	437.12
	457.12
	1,916.8
	1,880
	2,292
	-412
	7,355
	11,552
	7,500

	2005
	17
	444.07
	479.89
	2,088.6
	2,052
	2,479
	-400
	8,058
	12,227
	7,921

	2006
	25
	410.09
	507.09
	2,304.3
	2,285
	2,568
	-390
	8,448
	12,907
	8,078   

	2007
	30
	423.19
	537.85
	2,522.8
	2,344
	2,656
	-312
	8,760
	13,617
	8,500

	2008
	35
	436.44
	568.09
	2,759.1
	2,507
	2,757
	-251
	9,010
	14,349
	9,000

	2009
	40
	460.55
	599.95
	3,032.8
	2,650
	2,882
	-233
	9,343
	15,111
	9,500

	2010
	50
	485.11
	635.31
	3,285.2
	2,821
	3,028
	-207
	9,530
	15,906
	10,000

	Pro.
	
	Mil 
	OASDI 
	
	 
	 
	 
	 
	 
	 

	2006
	33
	365
	500
	1,769
	2,285
	2,371
	-333
	8,218
	12,907
	8,078

	2007
	50
	365
	500
	1,866
	2,344
	2,426
	-200
	8,300
	13,617
	8,500

	2008
	65
	333
	500
	2,000
	2,507
	2,473
	33
	8,267
	14,349
	9,000

	2009
	75
	333
	500
	2,100
	2,650
	2,565
	50
	8,183
	15,111
	9,500

	2010
	90
	333
	500
	2,200
	2,821
	2,708
	100
	8,070
	15,906
	10,000


B. The fundamental principle of bankruptcy law under Chapter 11USC§1111 involves the dismissal of the criminal case against the debtor for the debt, voluntary financial settlement in accordance with the written reorganization plan of the corporate executive to the satisfaction of creditors or loss of all further loans, from all creditors, with no exception, thanks to the benevolence of the welfare State in regards to a person’s poverty line income less than $1,000 a month and bank account less than $5,000 under Art. 1 Section 8 Clause 4 US Con., for a considerable time into the future, unless inflation should suddenly sweep the fantastic $1,000 fine for unlawful intrusion and violation of rules and regulations under the widely repealed National Home for Disabled Volunteer Soldiers at the remaining “Battle Mountain Sanitarium Reserve” statute 24USC(3)§71-154 with note to defend the fine at 24USC(3)V§154  in defense of our freedom from unlawful search, seizure, intrusion or violation of the rule under the 4th Amendment to the US Constitution as defined by the American Bar Association Report of the ABA Task force on Domestic Surveillance in the War on Terrorism and American Civil Liberties Union ACLU v. NSA in which the market economy awaits the response of Anthony J. Coppola for the Department of Justice to relieve the corporate spying that deters friendship and business, enforcing austerity and modest employment.

C. Whereas House Majority Leader John Boehner has hospitably offered to pass a Deficit Reduction Act on 8 May 2006 in response to the President’s $420 billion deficit and belated budget proposal on 4 May 2006 there is hope that the House can make some progress limiting agency spending to reduce the deficit this 2006 with particular merit given to the $60 billion that can saved by eliminating Cold War weapons contracts under 41USC(2)§101.  In time for the July 16th deadline for budget changes to FY 2007, beginning 1 October, it is hoped that Congress will come to grips with the Balanced Budget by resolving to limit spending on the military in the $441 billion FY 2007 National Defense Authorization Act (H.R. 5122) to $365 billion by means of mathematically regressing the number by multiplying by 83% was done to demonstrate a $300 billion military budget by multiplying to achieve 77% of H.R.2658 Department of Defense Appropriation Act 2004 in the Military Budget Adjustment of 2004 HA-2004.  We are thankful that we have made peace this 2006 after spending $200 billion from the general revenues with three $66 billion emergency supplemental(s) for Afghanistan and Iraq that are expected to cease in FY 2007, these military appropriations were never accounted for by OMB in the Historic Tables, nor should they be until the US has made good on back taxes and tariffs have been paid to Iraq and Afghanistan.  The US is writing this military supplemental off as government debt.  The dream is to make good on Afghanistan’s $10 billion grant and $10 billion in bilateral debt forgiveness. 
D. Senator Judd Gregg was joined by Senate Majority Leader Bill Frist MD on Flag Day, 14 June 2006, the day this Act was done, to introduce the Stop Over-Spending (S.O.S.) Act of 2006. Changes in the budget process are long overdue.  The new tools in S.O.S. are the most effective measures available for strengthening fiscal discipline and fixing our broken budget process.  S.O.S. adopts the President’s proposal to establish a legislative line item veto and would reestablish statutory spending caps.  The bill would also establish a new two-year budget and appropriation cycle while initiating automatic across the board reductions in entitlement spending if the federal deficit failed to meet established targets.  Enacting the entire proposal will be a challenge, particularly in Washington, where the forces of spending remain active and strong. This Balanced Health and Welfare Budget Amendment Act of FY 2007 should greatly help.

 E. It is time for the Chairman of the Federal Reserve to reassure the Social Security Trustees that the FDIC will insure the solvency of these trust funds and Congress should pursue the agreement with the Social Security Trustees for a tax deduction should any social security trust fund balance every be less than the year before by inserting the Chairman of the Board of Governors of the Federal Reserve in the list of Social Security Trustees in Old Age Survivor Trust Fund § 201 of the Social Security Act (42USC(7)II§401 et seq).  Having insured the trust funds against a declining balance from the previous year it is hoped that the Social Security Administration will be satisfied with their $2.4 trillion holdings in 2007 and legislate their budget on the principle that tax appropriations by SSA must be limited to cost of benefits administrated, the trust fund balance would therefore increase at the rate of interest earned.  This is considered the conservative strategy that would never trigger a decrease in the rate of growth of the trust fund. In time a more liberal policy whereby the Treasury would pay a significant percentage of Social Security interest earnings on the poor.  The primary limits are set on the OASDI Trust fund that is limited to cost of benefits and to the projected growth in the combined Social Security Trust Funds that must not devaluate the dollar in their attempt to save for the baby boomers.  

Two Projections regarding Social Security Savings 2000-2010

	Year
	OASI
	bal
	DI
	bal
	HI
	bal
	SMI
	bal
	Total bal

	2000
	411.68
	893.2
	68.907
	113.64
	135.53
	168.1
	65.561
	45.90
	1,221

	2001
	434.06
	1,034
	73.462
	135.79
	149.65
	197.4
	69.863
	41.81
	1,409

	2002
	440.54
	1,173
	74.780
	155.15
	149.05
	229.1
	78.334
	38.66
	1,596

	2003
	447.81
	1,313
	76.036
	171.15
	147.19
	251.1
	80.910
	24.80
	1,769

	2004
	457.12
	1,452
	77.625
	182.79
	159.59
	264.9
	94.736
	17.12
	1,917

	2005
	479.89
	1,603
	81.472
	192.78
	161.36
	274.2
	115.23
	18.60
	2,089

	2006
	507.09
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,304

	2007
	537.85
	1,954
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,523

	2008
	568.09
	2,159
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,759

	2009
	598.95
	2,381
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	3,033

	2010
	635.31
	2,625
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	3,285

	Year
	OASI
	bal
	DI
	bal
	HI
	bal
	SMI
	bal
	Total bal

	5 yr. Adj.
	
	
	
	
	
	
	
	
	

	2006
	507.09
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,304

	2007
	410
	1,866
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,400

	2008
	405
	2,000
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,400

	2009
	400
	2,100
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	2,500

	2010
	400
	2,200
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	2,600


E. The following budget combines federal agency budgets of Defense, Veteran’s into a combined Military expense column to reflect the payment of income taxes by the Defense Department to afford the Veteran’s Administration, International assistance, Social Security, Total Revenues, Budget Total, Surplus/Deficit, Debt and GDP Historic Budget Tables selected from the US Executive Office of the President, Office of Management and Budget.  At the time of drafting this treaty for Father’s Day 18 June 2006 it is still possible to achieve a $333 billion deficit for 2006 if the US would only disarm cold war weaponry and commit to reduce the nuclear arsenal to 1,000 warheads otherwise 2006 will be burdened with a deficit of $390 to $400 billion to reflect the full cost of sustaining the $100 billion military surplus in 2006.  When the baby boomers and OASDI Trustees are confident in their $500 billion budget for SSA until such a time when enough baby boomers have retired to justify further increases in social security spending.  Should this Projection be honored the federal budget would show a $100 billion account surplus and the national debt would be declining for the first time since the OMB began keeping records after the Second World War in 2010. 
Balanced Budget 1940-2010

Year   Def         Vet         Mil.          Int.           Rev.        Bud.     Sur/Def    Debt     GDP 

	1940
	1.66
	0.57
	2.6
	0.051
	6.5
	9.5
	-3.4
	50.67
	97

	1941
	6.44
	0.56
	6.6
	0.145
	9
	14
	-6
	57.5
	114

	1942
	25.6
	0.50
	27
	0.969
	15
	35
	-21
	79.2
	144

	1943
	66.7
	0.28
	67
	1.296
	24
	79
	-56
	143
	180

	1944
	79.1
	-0.1
	79
	1.449
	44
	91
	-49
	204
	208

	1945
	82.9
	0.11
	83
	1.913
	45
	93
	-49
	260
	221

	1946
	42.7
	2.47
	46
	1.935
	39
	55
	-17
	271
	223

	1947
	12.8
	6.34
	19
	5.791
	39
	35
	3
	257
	235

	1948
	9.11
	6.55
	16
	4.586
	42
	30
	11
	252
	258

	1949
	13.2
	8.53
	22
	6.062
	39
	39
	-0.6
	253
	272

	1950
	13.7
	8.83
	23
	4.673
	39
	43
	-5
	256
	233

	1951
	23.6
	5.53
	30
	3.647
	52
	46
	4
	255
	321

	1952
	46.1
	5.34
	51
	2.691
	66
	68
	-3
	259
	349

	1953
	52.8
	4.52
	58
	2.119
	70
	76
	-8.3
	266
	373

	1954
	49.3
	4.61
	54
	1.596
	70
	71
	-2.8
	271
	378

	1955
	42.729
	4.675
	48
	2.223
	66
	68
	-4.1
	274
	396

	1956
	42.523
	4.891
	48
	2.414
	75
	71
	2.5
	273
	428

	1957
	45.430
	5.005
	50
	3.147
	80
	77
	2.6
	272
	451

	1958
	46.915
	5.360
	53
	3.361
	80
	92
	-3.3
	280
	461

	1959
	49.015
	7.913
	57
	3.144
	79
	92
	-12
	288
	492

	1960
	49.130
	7.981
	57
	2.989
	93
	92
	0.5
	291
	519

	1961
	49.601
	7.754
	58
	3.194
	94
	98
	-3.8
	293
	532

	1962
	52.345
	9.931
	62
	5.639
	100
	107
	-5.9
	303
	569

	1963
	50.400
	9.013
	59
	5.309
	106
	111
	-3.9
	310
	599

	1964
	54.757
	8.529
	64
	4.945
	113
	112
	-6.5
	316
	641

	1965
	50.620
	11.26
	62
	5.273
	117
	118
	-1.6
	322
	682

	1966
	58.111
	13.41
	71
	5.590
	131
	135
	-3.1
	329
	754

	1967
	71.417
	6.735
	78
	5.566
	149
	158
	-13
	341
	814

	1968
	91.926
	7.032
	99
	5.301
	153
	179
	-28
	369
	868

	1969
	92.497
	7.631
	100
	4.600
	187
	184
	-0.5
	366
	949

	1970
	91.692
	8.858
	101
	4.330
	193
	197
	-9
	381
	1,013

	1971
	79.972
	9.769
	90
	4.159
	187
	210
	-26
	408
	1,081

	1972
	78.174
	10.72
	88
	4.781
	207
	231
	-26
	436
	1,182

	1973
	76.681
	12.00
	89
	4.149
	231
	246
	-15
	466
	1,308

	1974
	79.347
	13.37
	92
	5.710
	263
	269
	-9
	484
	1,442

	1975
	96.509
	16.59
	114
	7.081
	279
	332
	-55
	542
	1,559

	1976
	89.619
	18.41
	108
	6.433
	298
	372
	-70
	629
	1,739

	1977
	97.241
	18.02
	115
	6.363
	356
	409
	-50
	706
	1,971

	1978
	104.495
	18.96
	124
	7.482
	400
	459
	-55
	777
	2,219

	1979
	116.342
	19.91
	136
	7.451
	463
	503
	-39
	830
	2,504

	1980
	133.985
	21.17
	154
	12.714
	517
	591
	-72
	909
	2,732

	1981
	157.513
	22.97
	181
	13.104
	599
	678
	-74
	995
	3,062

	1982
	185.309
	23.94
	209
	12.300
	618
	746
	-120
	1,137
	3,230

	1983
	209.903
	24.82
	235
	11.848
	600
	808
	-208
	1,372
	3,441

	1984
	227.413
	25.59
	251
	15.876
	666
	852
	-186
	1,565
	3,839

	1985
	252.749
	26.26
	279
	16.176
	734
	946
	-222
	1,817
	4,139

	1986
	273.375
	26.33
	299
	14.152
	769
	990
	-238
	2,121
	4,401

	1987
	281.999
	26.75
	299
	11.649
	854
	1,004
	-159
	2,346
	4,647

	1988
	290.361
	29.38
	319
	10.471
	909
	1,065
	-194
	2,601
	5,015

	1989
	300.558
	30.03
	331
	9.585
	991
	1,141
	-205
	2,868
	5,406

	1990
	299.331
	29.06
	328
	13.764
	1,032
	1,253
	-278
	3,206
	5,736

	1991
	273.292
	31.31
	304
	15.951
	1,055
	1,324
	-322
	3,598
	5,930

	1992
	298.350
	34.06
	332
	16.107
	1,091
	1,392
	-341
	4,002
	6,219

	1993
	291.096
	35.67
	327
	17.249
	1,154
	1,410
	-300
	4,351
	6,558

	1994
	281.648
	37.59
	320
	17.083
	1,259
	1,462
	-259
	4,643
	6,945

	1995
	272.056
	37.89
	310
	16.434
	1,352
	1,516
	-226
	4,921
	7,324

	1996
	266.753
	36.99
	304
	13.495
	1,453
	1,560
	-174
	5,182
	7,695

	1997
	270.505
	39.31
	310
	15.229
	1,579
	1,801
	-103
	5,369
	8,185

	1998
	268.456
	41.78
	311
	13.109
	1,722
	1,662
	-29.9
	5,478
	8,664

	1999
	274.873
	43.21
	319
	15.243
	1,827
	1,701
	1.8
	5,606
	9,138

	2000
	294.495
	47.08
	341
	17.216
	2,025
	1,788
	87
	5,628
	9,719

	2001
	305.500
	45.04
	350
	16.493
	1,991
	1,860
	-33
	5,770
	10,022

	2002
	349.555
	50.99
	414
	22.357
	1,853
	2,011
	-317
	6,198
	10,339

	2003
	388.870
	57.07
	515
	20.735
	1,782
	2,157
	-375
	6,780
	10,828

	2004
	437.116
	62.02
	521
	25.522
	1,880
	2,292
	-412
	7,355
	11,552

	2005
	444.068
	68.05
	512
	25.500
	2,052
	2,479
	-427
	8,031
	12,227

	2006
	410.092
	67.02
	511
	26.068
	2,177
	2,568
	-390
	8,707
	12,907

	2007
	423.192
	66.61
	534
	27.483
	2,344
	2,656
	-312
	9,350
	13,617

	2008
	436.437
	65.93
	502
	29.171
	2,507
	2,757
	-251
	9,949
	14,349

	2009
	460.546
	70.94
	532
	30.656
	2,650
	2,882
	-233
	10,534
	15,111

	2010
	485.112
	76.41
	561
	35.000
	2,821
	3,028
	-207
	11,137
	15,906

	Pro
	Def.
	Vet.
	Mil.
	Int’l
	Rev.
	Bud.
	Sur/Def
	Debt
	GDP

	2006
	410.092
	67.02
	511
	33
	2,177
	2,568
	-333
	8,707
	12,907

	2007
	365
	66.61
	534
	50
	2,344
	2,500
	-200
	9,250
	13,617

	2008
	365
	65.93
	502
	65
	2,507
	2,555
	33
	9,500
	14,349

	2009
	365
	70.94
	532
	75
	2,650
	2,666
	50
	9,250
	15,111

	2010
	333
	76.41
	561
	90
	2,821
	2,750
	100
	9,000
	15,906


Art. 103 Status of Welfare

A. Economic welfare depends on the psychic enjoyment of life, not just the production of goods.  Aggregate compensation of employees does not distinguish adequately between pre-tax and post-tax wage income, the income of higher corporate officers, and deferred income (employee and employer contributions to social insurance schemes of various kinds) on the other. Compensation of employees may also include the value of stock-options received as income by corporate officers.  In 2003 the top 1 percent of households owned 57.5 percent of corporate wealth, up from 53.4 percent the year. The top group’s share of corporate wealth has grown by half since 1991, when it was 38.7 percent. In 2003, incomes in the top 1 percent of households ranged from $237,000 to several billion dollars. For every group below the top 1 percent, shares of corporate wealth have declined since 1991. These declines ranged from 12.7 percent for those on the 96th to 99th rungs on the income ladder to 57 percent for the poorest fifth of Americans, who made less than $16,300 and together owned 0.6 percent of corporate wealth in 2003, down from 1.4 percent in 1991. Long-term capital gains were taxed at 28 percent until 1997, and at 20 percent until 2003, when rates were cut to 15 percent. The top rate on dividends was cut to 15 percent from 35 percent that year.  

B. In the past 50 years the US has been largely successful at reducing the poverty rate. In the late 1950s, the overall poverty rate for individuals in the United States was 22 percent, representing 39.5 million poor persons. In 1973, the poverty rate was 11.1 percent. At that time roughly 23 million people were poor, in 2003 11.3% were poor. In 2000, 31 million people were poor (11.3 percent of the population). In 2003 1.3 million new people were living below the poverty line raising the number to 35.8 million, 12.5 % of the population.  The House Ways and Means Committee celebrated the 10th Anniversary of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L. 104-193) noted that the overall poverty rate dropped 7 percent from 1996 to 2004.  The child poverty rate dropped 13 percent from 1996 to 2004.  Compared with 1996, 1.4 million fewer children lived in poverty in 2004.  Poverty among children in female-headed families - the group most likely to go on welfare - dropped 15 percent from 1996 to 2004.  White, African-American, and Hispanic poverty rates all declined since 1996 - by 4 percent, 13 percent, and 26 percent respectively.  In 2005 it was estimated that 35 million people live below the poverty line.   In 2003 nearly 45 million people lacked health insurance, or 15.6 percent of the population. Up from 43.5 million in 2002, or 15.2 percent, a 1.4 million person increase.  The poverty rate for all blacks and Hispanics remained near 30 percent during the  1980s and mid-1990s. Thereafter it began to fall. In 2000, the rate for blacks dropped to 22.1 percent and for Hispanics to 21.2 percent—the lowest rate for both groups since the United States began measuring poverty.  In 2001, the rates were 22.7 for blacks and 21.4 for Hispanics.  The rise in poverty was more dramatic for children. There were 12.9 million living in poverty in 2003, or 17.6 percent of the under-18 population. That was an increase of about 800,000 from 2002, when 16.7 percent of all children were in poverty.  

C. In 1979, the average central city poverty rate was 15.7 percent; at its highest point, in 1993, it was 21.5; by 2001 it was 16.5 percent, but was still over twice the rate for the suburbs (8.2 percent).  Poverty in rural areas is not negligible either; in 2001, 14.2 percent of people living outside metropolitan areas (that is, in the countryside and small country towns), were poor.  Based on 3-year averages (state poverty rates in a single year are not very reliable, owing to small sample sizes). Among the states, New Mexico had the largest percentage of individuals in poverty; from 1998 to 2000 it was 19.3 percent. Connecticut, Iowa, Maryland, Minnesota, and New Hampshire had the lowest poverty rates among states—below 8 percent from 1998 to 2000.  The District of Columbia both claims the highest per capita income in the nation and the highest percentage of people living  below the poverty line at 20.2% HA-5-5-5.  The United States populations, per capita income, poverty and unemployment rates are provided below with enough information to justify the administration of the $150 billion in Old Age, Survivors and Disability Insurance for underemployed and uninsured workers living below the poverty line to be assured Medicare and an income of not less than $1,000 a month, $12,000 a year.
	Rank
	     State Law 
	Pop. 2003
	Per capita
	Number of poor
	Poor
	Unem- ployed 2004
	Unem-ployed 2006 

	
	Federal
	295,882,240 
	$21,587
	33,899,812 
	12.4%
	5.5%
	4.6%

	1
	District of Columbia
	563,384
	$28,659
	109,500 
	20.2%
	8.2%

	2
	Mississippi
	2,881,281
	$15,853
	548,079 
	19.9%
	6.2%

	3
	Louisiana
	4,496,334
	$16,912
	851,113 
	19.6%
	5.7%

	4
	New Mexico
	1,874,614
	$17,261
	328,933 
	18.4%
	5.7%

	5
	West Virginia
	1,810,354
	$16,477
	315,794 
	17.9%
	5.3%

	6
	Alabama
	4,500,752
	$18,189
	698,097 
	16.1%
	5.6%

	7
	Arkansas
	2,725,714
	$16,904
	411,777
	15.8%
	5.7%

	8
	Kentucky
	4,117,827
	$18,093
	621,096 
	15.8%
	5.3%

	9
	Texas
	22,118,509
	$19,617
	3,117,609
	15.4%
	6.1%

	10
	Oklahoma
	3,511,532
	$17,646
	491,235 
	14.7%
	4.8%

	11
	Montana
	917,621
	$17,151
	128,355 
	14.6%
	4.4%

	12
	New York
	19,190,115
	$23,389
	2,692,202
	14.6%
	5.8%

	13
	California
	35,484,453
	$22,711
	4,706,130
	14.2%
	6.2%

	14
	South Carolina
	4,147,152
	$18,795
	547,869 
	14.1%
	6.8%

	15
	Arizona
	5,580,811
	$20,275
	698,669 
	13.9%
	5.0%

	16
	Tennessee
	5,841,748
	$19,393
	746,789 
	13.5%
	5.4%

	17
	South Dakota
	764,309
	$17,562
	95,900 
	13.2%
	3.5%

	18
	Georgia
	8,684,715
	$21,154
	1,033,793 
	13%
	4.6%

	19
	Florida
	17,019,068
	$21,557
	1,952,629
	12.5%
	4.8%

	20
	North Carolina
	8,407,248
	$20,307
	958,667 
	12.3%
	5.5%

	21
	North Dakota
	633,837
	$17,769
	73,457 
	11.9%
	3.4%

	22
	Rhode Island
	1,076,164
	$21,688
	120,548 
	11.9%
	5.2%

	23
	Idaho
	1,366,332
	$17,841
	148,732 
	11.8%
	4.7%

	24
	Missouri
	5,704,484
	$19,936
	637,891 
	11.7%
	5.7%

	25
	Oregon
	3,559,596
	$20,940
	388,740 
	11.6%
	7.4%

	26
	Wyoming
	501,242
	$19,134
	54,777 
	11.4%
	3.9%

	27
	Pennsylvania
	12,365,455
	$20,880
	1,304,117 
	11%
	5.5%

	28
	Maine
	1,305,728
	$19,533
	135,501 
	10.9%
	4.6%

	29
	Hawaii
	1,257,608
	$21,525
	126,154 
	10.7%
	3.3%

	30
	Illinois
	12,653,544
	$23,104
	1,291,958
	10.7%
	6.2%

	31
	Ohio
	11,435,798
	$21,003
	1,170,698
	10.6%
	6.1%

	32
	Washington
	6,131,445
	$22,973
	612,370 
	10.6%
	6.2%

	33
	Michigan
	10,079,985
	$22,168
	1,021,605
	10.5%
	7.1%

	34
	Nevada
	2,241,154
	$21,989
	205,685 
	10.5%
	4.3%

	35
	Kansas
	2,723,507
	$20,506
	257,829 
	9.9%
	5.5%

	36
	Nebraska
	1,739,291
	$19,613
	161,269 
	9.7%
	3.8%

	37
	Virginia
	7,386,330
	$23,975
	656,641
	 9.6%
	3.7%

	38
	Indiana
	6,195,643
	$20,397
	559,484
	 9.5%
	5.2%

	39
	Alaska
	648,818
	$22,660
	57,602 
	9.4%
	7.5%

	40
	Utah
	2,351,467
	$18,185
	206,328 
	9.4%
	5.2%

	41
	Vermont
	619,107
	$20,625
	55,506 
	9.4%
	3.7%

	42
	Colorado
	4,550,688
	$24,049
	388,952 
	9.3%
	5.5%

	43
	Massachusetts
	6,433,422
	$25,952
	573,421 
	9.3%
	5.1%

	44
	Delaware
	817,491
	$23,305
	69,901 
	9.2%
	4.1%

	45
	Iowa
	2,944,062
	$19,674
	258,008 
	9.1%
	4.8%

	46
	Wisconsin
	5,472,299
	$21,271
	451,538 
	8.7%
	4.9%

	47
	Maryland
	5,508,909
	$25,614
	438,676 
	8.5%
	4.2%

	48
	New Jersey
	8,638,396
	$27,006
	699,668 
	8.5%
	4.8%

	49
	Connecticut
	3,483,372
	$28,766
	259,514 
	7.9%
	4.9%

	50
	Minnesota
	5,059,375
	$23,198
	380,476 
	7.9%
	4.7%

	51
	New Hampshire
	1,287,687
	$23,844
	78,530 
	6.5%
	3.8%


D. May 5, 2006 Congressman John Boehner (OH-8) highlighted another month of strong job creation announced by the U.S. Department of Labor (DOL).  DOL announced that 138,000 jobs were created in April, for a total of more than 5.3 million new jobs since August 2003.  Unemployment remained low at 4.7 percent – lower than the average of the 1970s, 1980s, and 1990s. “With more than two million new job opportunities in the last year alone, low unemployment, and high consumer confidence, the resiliency of our strong and growing economy” is self evident. The figure released by the Commerce Department Thursday 8 June 2006, showed gross domestic product during the January-to-March quarter surpassing the 4.8 percent annual rate estimated a month ago to 5.3 percent in the first quarter of 2006. This marked the strongest growth spurt in 2 1/2 years. The upgrade mostly reflected stronger U.S. exports and better inventory building by businesses.  GDP, which measures the value of all goods and services produced within the United States, totaled $11.39 trillion in the first quarter when annualized and adjusted for inflation.  On Wall Street, stocks rallied. The Dow Jones industrials gained 93.73 points to close at 11,211.05.  Consumers boosted spending at a 5.2 percent pace, slightly less than the 5.5 percent pace first estimated.  Business spending on equipment and software, meanwhile, zoomed ahead at a 13.8 percent pace. That wasn't as robust as the 16.4 percent growth rate initially calculated. One measure of after-tax profits in the GDP report showed profits increased by 8.8 percent in the first quarter, following a 13.8 percent rise in the prior period. Separately, the Labor Department said new filings for jobless benefits plunged by 40,000 to 329,000 last week as the end of a partial government shutdown in Puerto Rico took people off the unemployment rolls.  The unemployment rate reached 4.6.% in May 2006, the lowest rate since before the 9-11 suicide attacks according to BLS No. LNS14000000 of 12 June 2006.   The 200,000 veteran’s returning from Iraq and Afghanistan have a three times higher unemployment rate than other citizens wherefore veteran’s job fair’s are common and one must be careful to keep recently retired active duty soldiers from positions of civil and political power while they are civilly indoctrinated for a period of at least ten years.

E. The most pressing issue is the pending retirement of the baby boomers.  Contemporary social security policy has been devoted to justifying the saving of enormous sums of money towards the day that the baby boomers shall retire and the off chance that the workers would not be able to afford their benefits taking into consideration that the vast majority of wealth is held by the 27% of the adult population that is over 65 who have worked their entire lives, own their real estate and own 77% of all assets. As the result of the large number of baby boomers between 2010 and 2030 the size of the 65+ population will grow by more than 75% while the population paying payroll taxes will rise less than 5%.  The initial ration of 40 productive workers to each retiree has steadily shrink from 16 in 1950 to only 3.3 today.  By 2040 it is projected that there will only be 2 workers and perhaps as few as 1.6 to support each boomer retiree, who could be living as many 20 to 40 years into retirement.  In the USA the percentage of elders living in poverty is at an all time low, while the percentage who are rich has reached an all time high.   Somewhere between 750,000 and 1 million seniors are now estimated to be millionaires, yet continue to receive government entitlements and senior discounts.  In 1997 an estimated $48.1 billion in social Security benefits went to households with incomes between $50,000 and $100,000.  Another $15.5 billion almost exactly what the government spends on income support for all families on welfare will be sent to households with incomes of more than $100,000.  Older Americans 65 to 74 years old have a poverty level of only 9.2% less than half that of America’s children.  The powerful, growing and wealthy elderly age wave will need to pensioned by Social Security in return for their life’s hard work although many are expected to work long after retirement age of 65 HA-4-4-05
F. In the United States the welfare system linked to the fiscal system. There is a range of programs that kick in automatically if your income falls below certain levels, offering you a series of benefits. When your income rises, you deactivate these benefits on your own. It’s a whole system of incentives, rights and penalties that works automatically the system is well designed because it takes into account the short term and the long term. To improve service it will be important step up efforts to evaluate the welfare system in order to link census, tax and household survey data to identify areas with the highest levels of poverty and worst living conditions.  Once priority communities are pinpointed, house-by-house polls to ascertain which families should receive aid and which should receive more aid.  Individual petitions regarding personal poverty should also be heard and responded to as swiftly as possible.  The principle of co-responsibility should be applied for the social worker giving aid to link cash benefits to the achievement of the individuals work and education goals to promote independence and finance personal development and Oportunidades HA-7-1-05.  Section 6071 of the Deficit Reduction Act of 2005, gives grants to states of up to five years that enable states to transition individuals from institutional settings to community-based settings.  The grants provide enhanced federal payments for services that individual will receive in community settings for one year from the date of transition.  Simultaneously the grants are intended to assist states with overcoming barriers to increased community-based care in their states.  $1.75 Billion is available for this demonstration project.  Of that amount, $2.4 million may be used by the Secretary to carry-out the demonstration and $5.5 million may be used by the Secretary for evaluation.  The demonstration begins January 1, 2007.  

G. The most important demographic difference between 1984 and 1999 was the change in marital status among the total U.S. population. People are waiting longer before marriage, the number of people who never marry has increased, and marriages are more likely to end in divorce. Among the total U.S. household population, the percentage of married couples decreased between 1984 and 1999, while the percentage of divorced couples increased.  The average U.S. family size decreased between 1984 and 1999, especially the percentage of families with more than five members. The overall U.S. home ownership rate increased slightly, from about 64 percent in 1984 to about 67 percent in 1999. Average income for a family of four in the overall U.S. population, when adjusted for inflation and put into 1999 dollars, increased from about $50,000 in 1984 to $60,000 in 1999.  Hobbs, Frank, and Nicole Stoops. 2002. Demographic Trends in the 20th Century. Washington, DC: Census Bureau. October 15, 2002
Art. 104 Official Development Assistance 

A. The United Nations are approaching 6.6 billion citizens with a GDP of $53.636 trillion and per capita income of $8,321 this 2006.  It remains to be seen if the documentation of aliens and new births in 2006 will propel human population statistics to 6.6 billion.  Officially, some 75 million people in Latin America and the Caribbean do not exist. Approximately 15 percent of the region’s residents do not posses a formal document that certifies their birth or otherwise establishes their identity.  According to UNICEF (the United Nations Children’s Fund), “a child’s official birth certificate is a fundamental right and an essential means of protecting a child’s right to his or her identity.” UNICEF believes that governments have an obligation to gather reliable information about their populations, so that the latter can exercise the additional rights deriving from citizenship as quoted by Charo Quesado in “The Other Desaparecidos” in the Inter-American Development Bank newsletter of 15 May 2006.  It is well known that, in general, neither market nor fixed exchange rates reflect the relative internal purchasing powers of different currencies, and the analyst has enormous liberty to estimate national accounts in international statistical atlases such as the CIA World Fact Book and Human Development Data that is updated every three years under Rule 160 of the Procedure of the General Assembly of 31 December 1984.
B. World Bank Weekly Update 20 March 2006 reported that the Committee on Payment and Settlement Systems of the Bank for International Settlements and the World Bank released a consultative report on General principles for international remittance services on 13 March 2006.  The flow of funds from migrant workers back to their families in their home country is an important source of income in many developing economies. The total value of these remittances has been increasing steadily over the past decade and it is estimated that in 2005 the total value worldwide was over $167 billion equivalent, involving some 175 million migrants. The Global Development Finance 2006 reports that net private capital flows to developing countries reached a record high of US $491 billion in 2005.  They account for 26 percent of world trade. Trade between developing countries rose to $562 billion in 2004, up from $222 billion in 1995. In 2004, that trade made up 26 percent of developing countries’ total trade. Despite a doubling of oil prices from early 2003 to late 2005, world GDP expanded by a robust 3.6 percent in 2005. Developing countries account for 20 percent of the global GDP.  Developing countries led the way with GDP growth of 6.4 percent, more than twice the rate of high income countries, at 2.8 percent (World Bank 5 June 2006).  

C. In 2003 UNDP estimated that $64.130 billion were administrated in ODA plus $33 billion from the Madrid Conference on the Iraq Reconstruction Fund - $97.13 billion total.  In 2005 ODA could be estimated at approximately $89.13 billion plus remittances of migrants to their families of $167 billion, a total of $256.  This 2006 it is hoped that the United Nations will levy a total of $111 billion for administration as of $105 billion budget as follows plus capital earmarked for the mitigation of natural disasters (UN Chronicle: HA-12-10-05).  In 2007 it is hoped to levy an ODA $125 billion in pursuit of $175 billion by 2010 to sustainable fulfill the $200 billion annual UN Millennium Development Goals by 2015.  Negative figures for ODA reflect taxes due the UN as the result of a per capita income greater than $15,000 and positive figures represent ODA administrated to nations with per capita less than $10,000. 

Official Development Atlas of the States of the United Nations (SUN)

	Click Continent
	Population
	GDP in billion 
	Per capita
	 ODA in million
	Government

	Europe
	737,567,222
	14,283
	19,379
	-50,000

14,000
	European Union 

	Africa
Sub-Saharan
	727,641,887
	1,433
	2,000
	-40

33,000 
	African Union

	Middle East & Central Asia
	713,100,000
	3,671
	5,150
	-1,000

14,500
	Organization of Islamic Conferences

	South East Asia
	3,416,455,647
	21,459
	6,311
	-17,000
25,500
	Association of South East Asian States 

	America
	885,909,568
	13,324
	15,038
	-37,000

10,000 
	Organization of American States

	World
	6,480,674,324
	54,170
	8,360
	-105,000

104,700
	United Nations


D. Article 24 (a) of the Declaration on Social Progress and Development 2542 (XXIV) 1969 calls for the intensification of international co-operation with a view to ensuring the international exchange of information, knowledge and experience concerning social progress and development under Article 23 that sets forth for the laying down of economic growth rate targets for the developing countries within the United Nations policy for development, high enough to lead to a substantial acceleration of their rates of growth; and the provision of greater assistance on better terms; the implementation of the aid volume target of a minimum of I per cent of the gross national product at market prices of economically advanced countries; the general easing of the terms of lending to the developing countries through low interest rates on loans and long grace periods for the repayment of loans, and the assurance that the allocation of such loans will be based strictly on socioeconomic criteria free of any political considerations.  The United States reaffirms support for the mandates and commitments undertaken at the ongoing Summits of the Americas; the World Summit for Social Development (Copenhagen, 1995); the Millennium Summit of the United Nations (New York, 2000); the International Conference on Financing for Development (Monterrey, 2002); the World Summit on Sustainable Development (Johannesburg, 2002); and the High-level Plenary Meeting of the Sixtieth Session of the United Nations General Assembly (New York, 2005), as a fundamental condition for the sustainable development of our countries. 

E. Equality is within the reach of the European Union in decades if only the wealthy states would devote 33% of their ODA to Eastern European Developing Nations in the European Union and Russia Option (EURO). The EU has a population of 456,953,258; its population is the world's third largest after China and India, and accounts for some 6% of the total world population.  Continental Europe has a total estimated population of 737,567,222 in 2005.  Europe had a GNI of US $14,283 billion, €11,848 billion, and per capita of US $19,379, €16,061.  The European Union had a GNI of $11,650 billion, €9,655 billion, and a per capita of $26,900, €22,295.  In 2004 European ODA was estimated at $46,499 million, €38,542; 60% of all ODA estimated at $76,272 million, €63,220 in 2004.  In 2004 $13,824 million, €11,458 was received by developing Eastern European nations, 18% of the global administration of ODA.  ODA for Eastern Europe is projected to increase $5 billion, €4 billion, in 2006.  New spending must prioritize projects, such as international social security, that provide for relief from unemployment, extreme poverty, illness and retirement.  EU countries have been largely successful in increasing ODA spending to 0.7% of the GDP/GNI before 2010.  
F. The United Nations of America (UNA) has a population of 885,909,600.  A GDP of $13,324 billion and per capita of $15,038.  It is the second most economically successful continent after Europe.  America is a net provider of Official Development Assistance and the continent donated an estimated $21 billion and received an estimated $15 billion, $10 billion for Argentina, only $5.3 billion were administrated as ODA in 2004.  Canada contributed $2 billion and the USA, $19 billion.  Free trade with emerging common markets is likely to benefit only wealthy merchants. America must awaken to double the administration of ODA to benefit the poorest people in the least developed countries by increasing spending from $5.3 billion to $10 billion in the Americas this 2006.  US Congress is expected to donate $33 billion to ODA this 2006 by accounting for private international development spending. FY 2007 Foreign Operations Appropriations the promises $21.3 billion.  This way the US could afford their 0.7% share of official development assistance by 2015, rather than 0.16% of 2005 and change their economy from a wartime economy to one with a balanced federal budget and accurate accounting for the welfare of its people in relation to the rest of the world, with a per capita income of $27,000.  The $10 trillion projected GNI in 2010 a $100 billion contribution by the US is equivalent to 1% of the US GNI in 2011

Two Five Year plans for Government Regulated US International Assistance Analyzed % of GDP and GNI

	
	Int’l Ass
	GDP
	% of GDP
	GNI
	% of GNI

	2006
	25
	12,907
	0.0019
	8,078   
	0.003

	2007
	30
	13,617
	0.002
	8,500
	0.0035

	2008
	35
	14,349
	0.0024
	9,000
	0.0039

	2009
	40
	15,111
	0.0026
	9,500
	0.0042

	2010
	50
	15,906
	0.0031
	10,000
	0.005

	Pro.
	
	 
	
	 
	

	2006
	33
	12,907
	0.0025
	8,078
	0.0043

	2007
	50
	13,617
	0.0036
	8,500
	0.0059

	2008
	65
	14,349
	0.0045
	9,000
	0.0072

	2009
	75
	15,111
	0.0050
	9,500
	0.0079

	2010
	90
	15,906
	0.0057
	10,000
	0.009


G. South East Asia (SEA) is the most populous region in the world estimates of 3,416,455,647 people, 53% of the world population, 10 January 2006.  The purchasing power parity of the Gross Domestic Product (GDP) for the region was estimated at $21,459 trillion and per capita at $6,311 in 2006.  The United Nations Development Program (UNDP) in the Human Development Report of 2005 stated that the SEA received $14.616 billion in ODA and contributed $10.773 billion in 2003.  Some 600 million people in Asia live on less than a dollar a day.  Economists say this fast-growing region stands a very good chance of eliminating poverty in a decade. At a conference in London under the theme "Asia 2015: Promoting.  Recognizing that prevention of an arms race in outer space would avert a grave danger for international peace and security Reaffirms the provisions of articles III and IV of the Treaty on Growth, Ending Poverty," there was widespread acceptance that eliminating poverty in Asia is possible by 2015. This 2006, as part of global increase in spending projected at $25 billion, from 2003, to continue the progress made in 2004 and 2005 it is hoped to increase international development spending to the SEA by administrating as much as $10 billion in new aid for the benefit of the 2/3 of the world’s population living on less than $2 a day in the region, increasing ODA contributed to $15.651 billion and ODA received to $25.500 billion.  It is hoped that this Atlas will help establish a new Golden Age of international cooperation even more peaceful and enduring than the Chinese Song Dynasty (960-1279AD) that established a civil administration in a 500 article rule of law to pension off generals, replace military governors with civil officials, built up the bureaucracy from examination graduates and centralize revenues to get Pacific Asian International Development (PAID)
H. North Africa, the Middle East and Central Asia have been conglomerated into a single region called the Middle East and Central Asia (MECA) to pay homage to Mecca in this predominantly Muslim region that includes eight states from the former Soviet Union.   In the beginning of 2006 the CIA World Fact Book reported a total of 713.1 million people living in the region  In 2006 the total GDP of the region was estimated at $ 3,673 billion with a per capita of $5,150 and increase of $941 billion over the $2,732 billion GDP of 2003 an 8.6% annual growth rate.  In 2003 the region received an estimated $12,137 million in ODA, not including the $33 billion of the Madrid Conference for the Iraq Reconstruction Fund.  In 2006 it is hoped to increase ODA revenues for the region to $22,200 million including the $10.2 billion settlement at the London Conference on Afghanistan, with at least $2,500 million ODA administrated through the national budget in 2006.  This 2006 we hope to account for the collection of $1 billion ODA from Middle Eastern nations with a per capita GDP of greater than $20,000: Bahrain, Israel, Kuwait, Qatar and the United Arab Emirates.  Afghanistan is entitled to another $10 billion, debt forgiveness and the establishment of the National Opium Agency for the Afghan Public Health Department and International Narcotic Control Board for a lasting peace. 

I. In an evaluation of the Heavily Indebted Poor Countries initiative, the Bank's Independent Evaluation Group found that US$50 billion has been committed in nominal debt service relief under the initiative to decision point countries, of which $15.4 billion has been committed since the previous evaluation in 2003. The report finds that debt relief has become a significant vehicle of resource transfer to these countries. It adds that maintaining policy performance is essential for not yet at completion point to reap the benefits of debt reduction.  D. The High Level Segment of the Substantive Session of ECOSOC HA-29-6-05 reported that 843 million people in developing and transition countries continue to be hungry and over a billion live on less than a dollar a day. Developing countries are acknowledging the need to commit more resources for development that benefit the poor. Donor countries are taking steps to increase official development assistance to countries committed to poverty and hunger reduction.  With about 75 percent of the poor and hungry living in developing countries on less than $2 a day, in either Asia or living in rural areas, promoting investments in agricultural and rural development, in particular, is fundamental.  The last 20 or 25 years have presented quite encouraging success in poverty reduction.  Some 400 million people have escaped poverty in the last 20 years.  Over half that number is just in China alone. Africa unfortunately has been slipping backwards during that same period. In sub-Saharan Africa 20 years ago, 150 million people lived in what we define as extreme poverty, that’s a dollar a day or less and poverty would be roughly twice that level, so we’re talking about really extreme conditions.  Although since 1995 there are 15 African countries that have achieved annual median growth rates of 5 percent the number of people living on less than $1 a day in Africa has doubled to some 300 million in 2005 despite considerable development assistance.  It is estimated that a full $100 billion annual foreign assistance will be required by the African continent to achieve the UN Millennium Development Goals and only $33 billion are allocated for assistance to Africa estimated an $8 billion annual growth of this fund since the G-8 contributed $25 billion that nearly doubled preexisting foreign assistance to Africa as noted in African International Development (AID).  It is important for the US to contribute to official development assistance because the IMF will surely forgive a generous portion, if not 100% of such ODA.
Art. 105 Military Budget Adjustment

A. Gross aggregate military expenditure on arms worldwide in 1999 remained at approximately the 1998 level, about three-quarters of a trillion dollars (1999 est.) Largely as the result of increase in US Defense spending from $295 billion in 2000 to $440 billion in 2005 and 2006, a 30% increase the USA can be estimated to be responsible for at least 50% of the $1 trillion in gross aggregate military expenditure worldwide.  The USA has the largest armed services budget in the world with $518 billion (inc. veteran’s benefits) expenditure in 2006.  DOD’s fiscal year 2006 budget is more than the combined defense spending of the rest of the world.  The United States would achieve a more optimum level of military security in a world where global military and arms spending is $1 trillion.  The United States would be more secure with 30% rather than more than 50% of global military expenses.  In fact, the US should strive for a balanced but secure 25% of global military expenditures, less than $250 billion.  Congresswoman Louise Slaughter (D-NY) reminds us that during World War II, Harry Truman established what became known as the Truman Commission which consisted of a group of dedicated public servants who were committed to examining all financial and military transactions related to the war effort. Their work served to expose and eliminate any waste, mismanagement, or corruption which put our troops in harms way.  Slaughter calls for a Truman Commission to audit all financial & military transactions related to the war in Iraq for the establishment of due process for achieving the proportional gross aggregate military expenditure that is optimal for the USA, in time.

Top 15 Gross Aggregate Military Expenditure (GAME)

	1
	United States
	$518.1 billion (FY04 est.) (2005 est.)
	4.06% (FY03 est.) (2005 est.)

	2
	China
	$81.48 billion (2005 est.)
	4.3% (2005 est.)

	3
	France
	$45 billion FY06 (2005)
	2.6% FY06 (2005 est.)

	4
	Japan
	$44.31 billion (2005 est.)
	1% (2005 est.)

	5
	United Kingdom
	$42.87 billion (2003)
	2.4% (2003)

	6
	Italy
	$28.83 billion (2003)
	1.8% (2004)

	7
	Korea, South
	$21.06 billion FY05 (2005 est.)
	2.6% FY05 (2005 est.)

	8
	India
	$19.04 billion (2005 est.)
	2.5% (2005 est.)

	9
	Saudi Arabia
	$18 billion (2002)
	10% (2002)

	10
	Australia
	$17.84 billion (2005 est.)
	2.7% (2005 est.)

	11
	Turkey
	$12.155 billion (2003)
	5.3% (2003)

	12
	Spain
	$9.91billion (2003)
	1.2% (2003)

	13
	Israel
	$9.45 billion (2005 est.)
	7.7% (2005 est.)

	14
	Netherlands
	$9.408 billion (2004)
	1.6% (2004)

	15
	Russia 
	not reported by the CIA
	


B. The USA spends an estimated 4.5% of their GDP on the military. The Military budget is estimated $441.2 billion in FY 2007 National Defense Authorization Act (H.R. 5122) and H.R. 5385 Military Construction, Military Quality of Life Appropriations 2007 that provides $94.7 billion in discretionary spending for military construction and veterans’ health care programs and $50 billion for the occupation of Afghanistan and Iraq for a total of $512.9 billion as the result of some overlap.  For the proposed 2007 budget, American taxpayers will pay $441.2 billion to the Defense Department for its “baseline” budget—a 7 percent increase over 2006 and 48 percent increase over 2001. The proposed 2007 defense budget equals nearly $1,500 for every man, woman, and child in America or about $4,000 per household.  The proposed 2007 defense budget is even larger when contrasted to the analogous spending of other countries; The inordinate amounts of money being invested in the Department of Defense is clearly in surplus to what is needed or even optimal.  Annual health-care costs for the military have doubled to nearly $38 billion in the past five years, nearly one dollar of every $12 the Pentagon spends. The price tag is projected to soar to $64 billion by 2015.  
C. In the Military Budget Adjustment Act HA-2004 HA ran a regression of all military finance in 2004 and found that

1. H.R.2658 Department of Defense Appropriation Act 2004 was analyzed and it was found that $300 billion was exactly 77% of the $370 billion provided for in the Act.  It has therefore been surmised, as the result of deficits in armor plating and bullet proof vests among other things, that this money was being laundered above the $300 billion mark on frivolous experiments and investigations. 

2. H.R.3289 Emergency Supplemental Appropriations Act for Security and for the Reconstruction of Iraq and Afghanistan, 2004 appropriated $72.9 billion for the wars.  The Bill immediately led to a record budget deficit and is clearly a mistake.  The cost of these wars should have come from within the already grossly surplus Defense budget.  This was obviously an attempt for the occupying forces to claim to have more money than the entire impoverished nations that they work in and must pay taxes to. 

3. H.R.4613 Defense Appropriations Act of 2005 of $417 billion was accompanied with so many companion acts that another adjustment was not performed by HA as requested.  Instead a more holistic approach has been chosen to balance the budget in Bureau of Economic Analysis Resolution of HA-1-1-06
4. H.R. 2863 Department of Defense Appropriations Act, 2006 was supplemented by H.R. 4939 Emergency Supplemental Appropriations Act for Defense, the Global War on Terror, and Hurricane Recovery, 2006
.  

D. H.R. 5122 National Defense Authorization Act of 2007, which provides a policy and funding blueprint for America’s vast national security programs, and focuses on ensuring that American service men and women in Iraq and Afghanistan have the best equipment and resources they need to win the War on Terror. The bill authorizes $512.9 billion for the Department of Defense (DoD) and the national security programs of the Department of Energy. In addition, the measure: 

1. Authorizes an additional $50 billion in supplemental funding to support the war on terror’s operational costs, personnel expenses, and the procurement of new equipment; 

2. Authorizes additional funding for force protection to support Operation Enduring Freedom and Operation Iraqi Freedom, including up-armored Humvees, Humvee IED protection kits and gunner protection kits, improvised explosive device (IED) jammers and state-of-the-art body armor; 

3. Recommends additional increases of 30,000 Army and 5,000 Marine Corps active duty personnel to sustain required missions; 

4. Provides a 2.7 percent pay raise for members of the armed forces; 

5. Provides an additional $471 million for National Guard personnel, operations and maintenance and defense health, as well as $318 million for procurement to support the recommended National Guard end strength of 350,000.

E. H.R. 5385 Military Construction, Military Quality of Life Appropriations 2007. The military quality of life bill provides $94.7 billion in discretionary spending for military construction and veterans’ health care programs; it also includes $41.4 billion in mandatory spending (all for veterans’ health care). The bill provides a significant increase for veterans’ health care to accommodate the spike in veterans returning from Iraq and Afghanistan.  To reign in military spending this $94.7 billion must come from within the $512.9 billion allocated to the military.  The maximum military and veteran’s budget acceptable is estimated at $512.9 billion.  The baseline budget of $418.2 billion is explained in FY 2007 National Defense Authorization Act (H.R. 5122) plus the H.R. 5385 Military Construction, Military Quality of Life Appropriations 2007 the provides $94.7 billion in discretionary spending for military construction and veterans’ health care programs and was ratified with some amendments in the Senate as the Veterans’ Housing Opportunity and Benefits Improvement Act (S. 1235).  

F. Congress must strive for equitable and meaningful reforms to bring the defense budget below $333 billion.  Should the reforms called for in the Korb Report come to pass the military would save $60 billion this 2006 by ceasing to fund weapons designed to defeat the former Soviet Union, resulting in the relief of the $442 billion defense budget to $380 billion and budget deficit from $420 billion to $360 billion. The Korb Report advises that without diminishing America’s ability to fight extremists, America can save $60 billion mostly by eliminating Cold War-era weapons systems designed to thwart the former Soviet Union – weapons and programs that are not useful in defending our country from extremists or the other threats we now face.  If Congress and the President make these cuts, not only would they have more money to spend on other priorities, but they would also make our military stronger, allowing our soldiers to focus on the weapons, training, and tactics they need to do their jobs and defend our nation.  This reform can also be done by the BRAC Commission this 2006.

G. It is important the US reign in their military spending for two reasons: First, they must limit spending to balance the budget.  Second, the US must reign military spending in so that it is proportional with the rest of the world and therefore safer.  The Chan Report seeks to ensure that the Military is accountable under the Chief Financial Officers (CFO) Act of 1990 (P.L. 101- 576), the Federal Financial Management Improvement Act of 1996 and the National Defense Reauthorization Act of 1998 that requires the Secretary of Defense to submit a biennial plan to improve the financial problems of DOD. The aim of both Chan and Korb Report, if applied only to conventional weapons would reduce the military budget from $410 billion (after income taxes) to $365 million if cold war weaponry can be eliminated and proportional annual reductions achieved toward the 2,000 nuclear weapons under the Nuclear Non Proliferation Treaty (NPT). To achieve a military budget of $333 billion in 2007 it will be necessary to adjust the $441.2 billion FY 2007 National Defense Authorization Act (H.R. 5122) to 75% of its current value to $365 billion and later to $333 billion for a balanced budget in FY 2008-2010.  
Art. 106 Medicare and Social Security 
A. Medicare and Social Security provide cash and in-kind benefits to over forty million people each year. The Federal Old-Age and Survivors Insurance (OASI) Trust Fund was established on January 1, 1940, as a separate account in the United States Treasury. The Federal Disability Insurance (DI) Trust Fund, another separate account in the United States Treasury, was established on August 1, 1956. The Medicare program, created in 1965, also has two parts, each with its own trust fund: the Hospital Insurance (HI), Part A and Supplementary Medical Insurance (SMI) Trust, Part B, Funds.  On December 8, 2003, the President signed into law the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (MMA) that, beginning in 2004, added to the SMI Trust Fund a second major account, referred to as Part D that is financed with premiums and Congressional appropriations.  

1. The 2006 Social Security Trustees Report states, at the end of 2005, 48 million people were receiving benefits: 33 million retired workers and their dependents, 7 million survivors of deceased workers, and 8 million disabled workers and their dependents. During the year an estimated 159 million people had earnings covered by Social Security and paid payroll taxes. Total benefits paid in 2005 were $521 billion. Income was $702 billion, and assets held in special issue U.S. Treasury securities grew to $1.9 trillion at a cost of only $5.3 billion for the administration 1% of total expenditures.  This shows little change in the projected financial status of the Social Security program over last year. It is projected that the Social Security Trust Funds will be exhausted in 2040.  The projected point at which tax revenues will fall below program costs comes in 2017 - the same as the estimate in last year’s report. 

2. The 2006 Medicare Trustees Report states, in 2005, 42.5 million people were covered by Medicare: 35.8 million aged 65 and older, and 6.7 million disabled. Total benefits paid in 2005 were $330 billion. Income was $357 billion, expenditures were 336 billion, and assets held in special issue U.S. Treasury securities grew to $310 billion. With continued growth in Medicare program expenditures and the retirement of the “baby boom” generation, Medicare faces growing strains on its financing sources.  Total Medicare expenditures were $336 billion in 2005 and are expected to increase in future years at a faster pace than either workers’ earnings or the economy overall. As a percentage of GDP, expenditures are projected to increase from 2.7 percent currently to 11.0 percent by 2080.   The HI Trust fund is expected to become insolvent much soon, the first year when outgo is expected to exceed income excluding interest is in 2006, in 2010 outgo is expected to exceed income including interest and by 2018 trust fund assets are exhausted.
Trust Fund Balance Accumulation 1937-2010                                                                                                                                                                                                                                                               [in billions]
	Year                            
	OASI
	Obal
	DI
	DIbal
	HI
	HIbal
	SMI
	Smibal
	Total  Savings

	1937
	0.265
	0.267
	
	
	
	
	
	
	0.267

	1938
	0.387
	0.664
	
	
	
	
	
	
	0.664

	1939
	0.503
	1.180
	
	
	
	
	
	
	1.180

	1940
	0.550
	1.754
	
	
	
	
	
	
	1.754

	1941
	0.688
	2.398
	
	
	
	
	
	
	2.398

	1942
	0.896
	3.227
	
	
	
	
	
	
	3.227

	1943
	1.130
	4.268
	
	
	
	
	
	
	4.268

	1944
	1.292
	5.446
	
	
	
	
	
	
	5.446

	1945
	1.310
	6.613
	
	
	
	
	
	
	6.613

	1946
	1.238
	7.641
	
	
	
	
	
	
	7.641

	1947
	1.459
	8.798
	
	
	
	
	
	
	8.798

	1948
	1.616
	10.047
	
	
	
	
	
	
	10.047

	1949
	1.690
	11.310
	
	
	
	
	
	
	11.310

	1950
	2.106
	12.983
	
	
	
	
	
	
	12.983

	1951
	3.120
	14.736
	
	
	
	
	
	
	14.736

	1952
	3.594
	16.600
	
	
	
	
	
	
	16.600

	1953
	4.097
	18.366
	
	
	
	
	
	
	18.366

	1954
	4.589
	20.040
	
	
	
	
	
	
	20.040

	1955
	5.081
	21.141
	
	
	
	
	
	
	21.141

	1956
	6.425
	22.593
	DI
	Dibal
	
	
	
	
	22.593

	1957
	6.457
	23.029
	0.332
	0.337
	
	
	
	
	23.366

	1958
	7.138
	22.813
	0.911
	1.099
	
	
	
	
	23.912

	1959
	1.418
	21.545
	0.878
	1.667
	
	
	
	
	23.212

	1960
	9.671
	20.835
	0.97
	2.168
	
	
	
	
	23.003

	1961
	11.104
	20.929
	1.005
	2.505
	
	
	
	
	23.434

	1962
	11.267
	19.662
	1.004
	2.509
	
	
	
	
	22.169

	1963
	13.117
	18.987
	1.058
	2.394
	
	
	
	
	21.381

	1964
	15.242
	19.746
	1.124
	2.266
	
	
	
	
	22.012

	1965
	15.567
	20.198
	1.156
	2.009
	HI
	HIbal
	
	
	22.207

	1966
	17.556
	19.889
	1.530
	1.688
	0.893
	0.851
	SMI
	SMIba
	22.428

	1967
	22.197
	23.531
	2.204
	2.024
	2.645
	1.343
	0.623
	0.486
	29.964

	1968
	22.265
	25.548
	2.651
	2.587
	3.493
	1.431
	0.634
	0.307
	29.873

	1969
	25.484
	28.205
	3.469
	3.679
	3.498
	2.017
	0.984
	0.378
	34.279

	1970
	29.396
	32.651
	4.063
	5.105
	4.755
	2.677
	0.928
	0.057
	40.486

	1971
	31.344
	34.345
	4.490
	6.410
	4.874
	3.103
	1.245
	0.290
	44.148

	1972
	35.132
	36.413
	4.775
	7.392
	5.205
	2.859
	1.365
	0.481
	47.145

	1973
	40.703
	36.429
	5.381
	7.871
	7.603
	4.369
	1.430
	0.746
	49.415

	1974
	47.778
	37.881
	6.147
	8.255
	10.551
	7.914
	2.029
	1.272
	55.322

	1975
	55.207
	39.961
	7.250
	8.192
	11.252
	9.870
	2.330
	1.438
	59.461

	1976
	58.708
	37.992
	7.686
	6.941
	11.987
	10.84
	2.939
	1.219
	56.992

	1977
	68.032
	35.384
	8.786
	4.245
	13.474
	11.12
	5.053
	2.279
	53.028

	1978
	73.141
	30.990
	12.250
	4.373
	16.668
	11.80
	6.386
	3.975
	51.138

	1979
	83.410
	27.754
	14.584
	5.625
	19.874
	13.36
	6.841
	5.010
	51.749

	1980
	95.581
	24.578
	16.628
	7.662
	23.217
	14.49
	6.932
	4.539
	51.269

	1981
	117.76
	23.845
	12.418
	3.394
	30.340
	18.09
	8.747
	3.750
	49.079

	1982
	122.84
	22.545
	20.626
	6.757
	34.301
	20.84
	13.323
	5.818
	55.96

	1983
	128.97
	26.661
	18.348
	5.291
	35.641
	13.80
	14.238
	6.648
	52.4

	1984
	150.31
	27.570
	15.763
	4.644
	40.262
	17.27
	16.811
	8.799
	58.283

	1985
	169.82
	33.879
	16.348
	5.874
	44.871
	21.32
	17.898
	10.65
	71.723

	1986
	182.52
	37.521
	17.711
	8.349
	51.335
	38.67
	18.076
	9.431
	93.971

	1987
	194.54
	58.226
	18.861
	7.174
	55.992
	50.61
	20.299
	6.392
	122.402

	1988
	220.34
	96.966
	21.154
	7.273
	59.859
	65.88
	25.418
	6.447
	176.566

	1989
	240.59
	148.32
	23.071
	8.364
	65.396
	82.76
	30.712
	11.94
	251.384

	1990
	255.03
	203.45
	26.625
	11.455
	68.556
	95.63
	33.210
	14.29
	324.825

	1991
	265.5
	255.42
	28.382
	12.998
	72.842
	109.9
	34.730
	16.24
	394.558

	1992
	273.14
	306.52
	29.289
	12.881
	79.108
	120.6
	38.684
	18.53
	458.531

	1993
	281.74
	355.64
	30.199
	10.305
	81.224
	126.1
	44.227
	23.28
	515.325

	1994
	302.61
	416.34
	32.419
	6.371
	90.062
	129.6
	38.355
	29.92
	582.231

	1995
	284.10
	446.95
	66.988
	35.206
	96.024
	129.5
	36.988
	13.87
	625.526

	1996
	311.87
	499.48
	55.623
	50.083
	104.99
	125.3
	61.702
	26.953
	674.863

	1997
	336.73
	567.40
	55.261
	63.483
	110.71
	116.0
	59.471
	35.21
	782.093

	1998
	358.78
	653.31
	57.015
	76.979
	119.86
	116.9
	59.919
	40.89
	888.079

	1999
	383.56
	762.23
	60.909
	92.628
	132.27
	138.4
	62.185
	45.65
	1,038.9

	2000
	411.68
	893.21
	68.907
	113.64
	135.53
	168.1
	65.561
	45.90
	1,220.9

	2001
	434.06
	1,034
	73.462
	135.79
	149.65
	197.4
	69.863
	41.81
	1,409

	2002
	440.54
	1,173
	74.780
	155.15
	149.05
	229.1
	78.334
	38.66
	1,595.9

	2003
	447.81
	1,313
	76.036
	171.15
	147.19
	251.1
	80.910
	24.80
	1,769.1

	2004
	457.12
	1,452
	77.625
	182.79
	159.59
	264.9
	94.736
	17.12
	1,916.8

	2005
	479.89
	1,603
	81.472
	192.78
	161.36
	274.2
	115.23
	18.60
	2,088.6

	2006
	507.09
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,304.3

	2007
	537.85
	1,954
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,522.8

	2008
	568.09
	2,159
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,759.1

	2009
	598.95
	2,381
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	3,032.8

	2010
	635.31
	2,625
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	3,285.2

	Adj.

Year
	OASI
	Bal
	DI
	bal
	HI
	bal
	SMI
	bal
	Total bal

	2006
	507.09
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,304

	2007
	450
	1,866
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,123

	2008
	450
	2,000
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,400

	2009
	450
	2,100
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	2,500

	2010
	500
	2,200
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	2,600


Review of Section 13 SSA and Medicare of the OMB Historical Tables 2006: 1937-2009
B. The Office of Economic Policy in the US Department of Treasury released Social Security and Medicare Trust Funds and the Federal Budget in May 2006 explaining that the current and future financial status of the separate trust funds is the focus of the annual reports of the Social Security and Medicare Boards of Trustees, a focus necessitated by law that may appropriately be referred to as the “trust fund perspective.” The latest reports show that in the long run the trust funds will have substantial deficits due to impending demographic shifts and projected growth in per capita health care costs. In contrast, the federal government primarily uses the unified budget concept as the framework for budgetary analysis and presentation in the Budget of the United States Government. The budget evaluates the relationship between dedicated revenues (payroll and benefit taxes and premiums) from the public and the benefits promised to the public under current Social Security and Medicare program rules.  In the past, general fund and interest payments for Medicare and Social Security were relatively small. These amounts have increased substantially over the last 2 decades, however, and the expected rapid future growth of Medicare and Social Security will make their interaction with the Federal Budget increasingly important.  Social Security and Medicare are among the largest expenditure categories of the US federal budget. Together, they account for more than a third of all federal spending and the percentage is projected to rise dramatically.  If the trust funds were exhausted, Congressional action would be needed to pay benefits not covered by current program revenues.  

C. When a trust fund invests in U.S. Treasury securities, it has, in effect, loaned money to the rest of the government. The loan either reduces what the other government fund has to borrow from the public if the unified budget is in deficit or, if the budget is in surplus, reduces the amount of publicly held debt.  The value of the securities held is recorded in the budget as “debt held by government accounts” and represents debt owed by one part of the government to another. Just as with marketable securities (securities sold to the public) a maturity date is set, interest is accrued at established rates and the securities count as part of the overall federal debt that is subject to a ceiling set by Congress. The interest earned on the internal loan is credited to the trust fund accounts in the form of additional Treasury securities. As such, the securities constitute a liability for the Treasury as the loan must be repaid when the trust funds need to redeem securities in order to make benefit payments. As with marketable bonds, these special Treasury securities are backed by the full faith and credit of the U.S. government. 

D. The Final Report of the Presidents Commission titled Strengthening Social Security and Creating Personal Wealth for all Americans of December 2001 decided that reform should include personal retirement accounts for young people -an element of all the major bipartisan plans. The idea works very simply.  A young worker can take some portion of his or her payroll tax and put it in a fund that invests in stocks and bonds. We will establish basic standards of safety and soundness, so that investments are only in steady, reliable funds. There will be no fly-by-night speculators or day trading. And money in this account could only be used for retirement, or passed along as an inheritance.  To resolve the crisis the legislature will need to impose agency spending limits to cost on the OASI trust fund permitting 100% of investment earnings to be saved until the Treasury had enough confidence in the economic rewards of welfare capitalism to administrate a percentage of Trust fund earnings whereas it does not seem likely that the baby boomer will cause the US economy to radically shift from the nearly perfect ratio of 2/3 workers and 1/3 pensioners.

Table IV.B2.-Covered Workers and Beneficiaries, Calendar Years 1945-2080 

[beneficiaries in thousands]
	
	Covered
workers
(in thousands
	OASI 
	DI 
	OASDI 
	Covered
workers per 
OASDI
beneficiary 
	OASDI beneficiaries
per 100
covered
workers 

	1945 
	46,390 
	1,106 
	- 
	1,106 
	
	

	1950 
	48,280 
	2,930 
	- 
	2,930 
	16.5 
	6 

	1955 
	65,200 
	7,563 
	- 
	7,563 
	8.6 
	12 

	1960 
	72,530 
	13,740 
	522 
	14,262 
	5.1 
	20 

	1965 
	80,680 
	18,509 
	1,648 
	20,157 
	4.0 
	25 

	1970 
	93,090 
	22,618 
	2,568 
	25,186 
	3.7 
	27 

	1975 
	100,200 
	26,998 
	4,125 
	31,123 
	3.2 
	31 

	1980 
	113,649 
	30,384 
	4,734 
	35,117 
	3.2 
	31 

	1985 
	120,575 
	32,776 
	3,874 
	36,650 
	3.3 
	30 

	1990 
	133,692 
	35,266 
	4,204 
	39,471 
	3.4 
	30 

	1991 
	132,989 
	35,786 
	4,388 
	40,174 
	3.3 
	30 

	1992 
	133,920 
	36,313 
	4,716 
	41,029 
	3.3 
	31 

	1993 
	136,137 
	36,757 
	5,083 
	41,840 
	3.3 
	31 

	1994 
	138,804 
	37,082 
	5,435 
	42,517 
	3.3 
	31 

	1995 
	141,107 
	37,376 
	5,731 
	43,107 
	3.3 
	31 

	1996 
	143,576 
	37,521 
	5,977 
	43,498 
	3.3 
	30 

	1997 
	146,445 
	37,705 
	6,087 
	43,792 
	3.3 
	30 

	1998 
	149,421 
	37,825 
	6,250 
	44,075 
	3.4 
	29 

	1999 
	152,152 
	37,934 
	6,433 
	44,366 
	3.4 
	29 

	2000 
	155,046 
	38,560 
	6,606 
	45,166 
	3.4 
	29 

	2001 
	155,416 
	38,888 
	6,780 
	45,668 
	3.4 
	29 

	2002 
	154,818 
	39,116 
	7,060 
	46,176 
	3.4 
	30 

	2003 
	154,946 
	39,314 
	7,438 
	46,752 
	3.3 
	30 

	2004 
	156,986 
	39,557 
	7,810 
	47,367 
	3.3 
	30 

	2005 
	159,147 
	39,961 
	8,172 
	48,133 
	3.3 
	30 

	Intermediate: 
	
	
	
	
	
	

	2010 
	167,774 
	43,329 
	9,596 
	52,925 
	3.2 
	32 

	2015 
	171,938 
	49,488 
	10,406 
	59,894 
	2.9 
	35 

	2020 
	176,415 
	57,219 
	11,132 
	68,350 
	2.6 
	39 

	2025 
	179,417 
	64,619 
	12,021 
	76,640 
	2.3 
	43 

	2030 
	182,093 
	71,300 
	12,410 
	83,710 
	2.2 
	46 

	2035 
	185,004 
	75,906 
	12,670 
	88,576 
	2.1 
	48 

	2040 
	188,119 
	78,249 
	13,022 
	91,271 
	2.1 
	49 

	2045 
	191,409 
	79,861 
	13,618 
	93,479 
	2.0 
	49 

	2050 
	194,424 
	81,568 
	13,950 
	95,518 
	2.0 
	49 

	2055 
	197,329 
	83,546 
	14,323 
	97,869 
	2.0 
	50 

	2060 
	200,201 
	85,851 
	14,509 
	100,361 
	2.0 
	50 

	2065 
	203,122 
	88,302 
	14,815 
	103,117 
	2.0 
	51 

	2070 
	205,908 
	90,927 
	15,035 
	105,963 
	1.9 
	51 

	2075 
	208,816 
	93,256 
	15,334 
	108,591 
	1.9 
	52 

	2080 
	211,631 
	95,581 
	15,644 
	111,225 
	1.9 
	53


Art. 107 Social Security 

A. The Old-Age, Survivors, and Disability Insurance (OASDI) program in the United States provides protection against the loss of earnings due to retirement, death, or disability. The OASDI program consists of two separate parts which pay monthly benefits to workers and their families-Old-Age and Survivors Insurance (OASI) and Disability Insurance (DI). Under OASI, monthly benefits are paid to retired workers and their families and to survivors of deceased workers. Original Social Security Act is Public Law 74-271, enacted August 14, 1935.  The Federal Old-Age and Survivors Insurance (OASI) Trust Fund was established on January 1, 1940, as a separate account in the United States Treasury. The Federal Disability Insurance (DI) Trust Fund, another separate account in the United States Treasury was established on August 1, 1956.  The Social Security Amendments of 1956 established monthly DI benefits for disabled workers. Subsequent amendments in 1958 established benefits for dependents of disabled workers (i.e., spouses and children). The average monthly benefit for disabled workers was $470.70 in 1984 and $754.10 in 1999
B. The 2006 Social Security Trustees Report reports that at the end of 2005, 48 million people were receiving benefits: 33 million retired workers and their dependents, 7 million survivors of deceased workers, and 8 million disabled workers and their dependents. During the year an estimated 159 million people had earnings covered by Social Security and paid payroll taxes. Total benefits paid in 2005 were $521 billion. Income was $702 billion, and assets held in special issue U.S. Treasury securities grew to $1.9 trillion at a cost of only $5.3 billion for the administration 1% of total expenditures.  This shows little change in the projected financial status of the Social Security program over last year. It is projected that the Social Security Trust Funds will be exhausted in 2040.  The projected point at which tax revenues will fall below program costs comes in 2017 - the same as the estimate in last year’s report.  The number of prospective beneficiaries is less alarming when looked at in a 135 year perspective and analyzed to determine that the number of beneficiaries is expected to increase only 33 percent between 2000 and 2020 and 50% between 2000 and 2040 when the OASI retirement trust fund is predicted to be exhausted.  Little is changed from the 2005 OSADI Trustee Report declared revenues in billion of dollars;
	Source (in billions) 
	OASI 
	DI 

	Payroll taxes 
	$472.8
	$80.3

	General fund revenue 
	--
	--

	Interest earnings 
	79.0
	10.0

	Beneficiary premiums 
	--
	--

	Taxes on benefits 
	14.6
	1.1

	Other 
	*
	--

	Total 
	566.3
	91.4

	Total benefit payment
	441.9
	85.4


C. Social Security’s assets are invested in interest-bearing securities of the U.S. Government. At the end of 2003, the combined assets of the OASI and the DI Trust Funds were 306 percent of estimated expenditures for 2004.  In 2004 the combined trust fund assets earned interest at an effective annual rate of 6.0 percent. Assets of the trust funds provide a reserve to pay benefits whenever expenditures exceed income. Assets increased by $152.8 billion in 2003 and $164.1 billion in 2004 because income to each fund exceeded expenditures. It is the duty of the Managing Trustee to invest such portion of the Trust Funds as is not, in his judgment, required to meet current withdrawals.  Such investments may be made only in interest-bearing obligations of the United States or in obligations guaranteed as to both principal and interest by the United States.  These investments may be sold by the Managing Trustee at the market price, and such public-debt obligations may be redeemed at par plus accrued interest.  The Historical Tables of the Office of Management and Budget reports in billions;

Trust Fund Balances

	
	OASI
	bal
	DI
	bal
	HI
	bal
	SMI
	bal
	Total bal

	2000
	411.68
	893.21
	68.907
	113.64
	135.53
	168.1
	65.561
	45.90
	1,220.9

	2001
	434.06
	1,034
	73.462
	135.79
	149.65
	197.4
	69.863
	41.81
	1,409

	2002
	440.54
	1,173
	74.780
	155.15
	149.05
	229.1
	78.334
	38.66
	1,595.9

	2003
	447.81
	1,313
	76.036
	171.15
	147.19
	251.1
	80.910
	24.80
	1,769.1

	2004
	457.12
	1,452
	77.625
	182.79
	159.59
	264.9
	94.736
	17.12
	1,916.8

	2005
	479.89
	1,603
	81.472
	192.78
	161.36
	274.2
	115.23
	18.60
	2,088.6

	2006
	507.09
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,304.3

	2007
	537.85
	1,954
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,522.8

	2008
	568.09
	2,159
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,759.1

	2009
	598.95
	2,381
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	3,032.8

	2010
	635.31
	2,625
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	3,285.2

	Adj.

Year
	OASI
	bal
	DI
	bal
	HI
	bal
	SMI
	bal
	Total bal

	2006
	500
	1,769
	86.104
	201.76
	172.14
	291.7
	182.86
	41.84
	2,296

	2007
	400
	1,816
	91.333
	210.76
	182.41
	308.4
	194.58
	49.61
	2,385

	2008
	425
	1,975
	96.469
	219.54
	193.08
	326.9
	204.07
	53.65
	2,576

	2009
	450
	2,000
	101.71
	226.49
	204.00
	345.8
	216.11
	56.65
	2,629

	2010
	500
	2,100
	107.88
	234.90
	216.71
	365.4
	229.88
	59.94
	2,760


D. The Social Security Administration’s Mission is to advance the economic security of the nations people through compassionate and vigilant leadership in shaping and managing Americas Social Security programs the 2005 Annual Report of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Disability Insurance Trust Funds points out, solvency is affected by a multitude of demographic, socio-economic, and program-specific factors, eg, the size and characteristics of the population receiving benefits, the level of monthly benefit amounts, the size of the work force, the level of worker earnings, future birth rates, death rates, immigration, marriage and divorce rates, retirement age patterns, disability incidence and termination rates, productivity gains, wage increases, and inflation. Beginning in 2017, the cost of Social Security will begin to exceed the programs tax income. Whereas today, about 3.3 people pay for every OASDI beneficiary, the projected ratio of workers to beneficiaries will be only 2.2 for every OASDI beneficiary by 2030. The plan is to ensure disability determinations are rendered in 20 days, increase employment of people with disabilities, improve service through technology focusing on accuracy, security and efficiency, provide support to the Administration and Congress in developing legislative proposals and implementing reforms to achieve sustainable solvency for Social Security and to reduce the ratio of SSI beneficiaries below 70% of poverty to 16% by 2010 and reduce the percentage of people dependent on SSI for more than 90% of their income to 45% by 2010.  In FY 2004 over $45 million in IT budget funds were spent on the Agency IT security program. Revised FY 2006 Annual Performance Plan
Art. 108 Medicare 

A. In 2005, 42.5 million people were covered by Medicare: 35.8 million aged 65 and older, and 6.7 million disabled. Total benefits paid in 2005 were $330 billion. Income was $357 billion, expenditures were 336 billion, and assets held in special issue U.S. Treasury securities grew to $310 billion. With continued growth in Medicare program expenditures and the retirement of the “baby boom” generation, Medicare faces growing strains on its financing sources.  Total Medicare expenditures were $336 billion in 2005 and are expected to increase in future years at a faster pace than either workers’ earnings or the economy overall. As a percentage of GDP, expenditures are projected to increase from 2.7 percent currently to 11.0 percent by 2080.  The Medicare program has two components. Hospital Insurance (HI), or Medicare Part A, helps pay for hospital, home health, skilled nursing facility, and hospice care for the aged and disabled. Supplementary Medical Insurance (SMI) consists of Medicare Part B and Part D.1 Part B helps pay for physician, outpatient hospital, home health, and other services for the aged and disabled who have voluntarily enrolled. In 2006 and later, Part D provides subsidized access to drug insurance coverage on a voluntary basis for all beneficiaries and premium and cost-sharing subsidies for low-income enrollees.  2006 Medicare Trustees Report
Table III.A1.—Total Medicare Income, Expenditures, and Trust Fund Assets during

Calendar Years 1970-2015

[In billions]

	FY
	Total Income
	Total Expenditures
	Net change in assets
	Assets at end of year

	1970
	8.2
	7.5
	0.7
	3.4

	1975
	17.7
	16.3
	1.3
	12.0

	1980
	37.0
	36.8
	0.1
	18.3

	1985
	76.5
	72.3
	4.2
	31.4

	1990
	126.3
	111.0
	15.3
	114.4

	1995
	175.3
	184.2
	-8.9
	143.3

	1996
	210.2
	200.3
	9.9
	153.3

	1997
	212.1
	213.6
	-1.5
	151.8

	1998
	228.3
	213.0
	19.5
	186.2

	1999
	232.5
	213.0
	19.5
	186.2

	2000
	257.1
	221.8
	35.3
	221.5

	2001
	273.3
	244.8
	28.5
	250.0

	2002
	284.8
	265.7
	19.1
	269.1

	2003
	291.6
	280.8
	10.8
	280.0

	2004
	317.7
	308.9
	8.8
	288.8

	2005
	357.5
	336.4
	21.0
	309.8

	CMS Estimates
	
	
	
	

	2006
	445.9
	432.0
	13.9
	323.6

	2007
	485.8
	462.4
	23.4
	347.1

	2008
	515.8
	499.0
	16.8
	363.9

	2009
	561.3
	537.4
	23.8
	387.7

	2010
	555
	572.9
	-17.6
	370.2

	2015
	779.1
	817.2
	-38.1
	272.0


B. On 30 July 1965 President Lyndon B. Johnson signed laws establishing the Medicare and Medicaid programs (Titles 18 and 19 of the Social Security Act), the nation’s first federally sponsored programs to finance health insurance with tax dollars. The Federal Hospital Insurance Trust Fund was established on July 30, 1965 as a separate account in the U.S. Treasury.  The total assets of the trust fund amounted to $264,943 million on September 30, 2004. Medicare, the federally administered and financed health insurance program for the elderly and disabled, covers more than forty million people age sixty-five or older or with permanent disabilities; program expenditures were $283 billion in 2003. Medicaid, which offers health insurance to the disabled as well as to needy adults and children, is jointly funded by states and the federal government but is managed primarily by individual states. The program covers more than fifty million people, with combined state and federal expenditures now exceeding $300 billion. At the programs’ inception, Medicare and Medicaid were administered separately— Medicare under the Social Security Administration and Medicaid under the Social and Rehabilitative Services Administration. In 1977 the Carter administration created the Health Care Financing Administration (HCFA), within the Department of Health, Education, and Welfare (HEW), to consolidate the administration of these two programs. HCFA is known today as the Centers for Medicare and Medicaid Services (CMS) and is part of the Department of Health and Human Services (HHS). The Centers for Medicare and Medicaid Services (CMS) recently released projected health care expenditures for the 2005 through 2015 period.  Total health expenditures are estimated to be $2.16 trillion in 2006, and are projected to rise to over $4 trillion in 2015. Per person health spending is $7,110 this year and is projected to increase to $12,320 by the end of the period.  Health spending continues to increase much faster than the overall economy (i.e., gross domestic product, or GDP). Since 1970, health care spending has grown at an average annual rate of 9.9%, or about 2.5 percentage points faster than GDP.  In recent decades, the growth rates for health spending and GDP have slowed, but health spending growth remains consistently above GDP growth (Figure 1). As a share of the economy, health care has risen from 7.2% of GDP in 1965 to over 16% of GDP today, and it is projected to be 20% of GDP just 10 years from now.  

C. During fiscal year 2005, total revenue amounted to $196,921 million, and total expenditures were $184,142 million. Total assets thus increased by $12,779 million during the year, to $277,723 million on September 30, 2005.  For HI, the primary source of financing is the payroll tax on covered earnings. Employers and employees each pay 1.45 percent of wages, while self-employed workers pay 2.9 percent of their net income. Other HI revenue sources include a portion of the federal income taxes that people pay on their Social Security benefits, and interest paid on the U. S. Treasury securities held in the HI trust fund.  Of the $184,142 million in total HI expenditures, $181,292 million represented net benefits paid from the trust fund for health services. Net benefit payments increased 10.5 percent in fiscal year 2005 over the corresponding amount of $164,079 million paid during the preceding fiscal year. This increase reflected the impact of the Medicare Modernization Act.  Following the Balanced Budget Act of 1997, the fund experienced annual surpluses in the range of $21 billion to $36 billion through 2003. This difference decreased to between $13 billion and $16 billion in 2004 and 2005 and is expected to continue until expenditure exceeds income. There are an estimated 52 million Medicaid beneficiaries at an annual cost of $305 billion.  This is more than the federal Medicare program that serves 42 million people at a cost of $295 billion. Together Medicare and Medicaid serve 87 million people at a combined cost of $602 billion.  
Table II.B1.—Medicare Data for Calendar Year 2005

                                                                    





           HI             SMI          Total

	Assets at end of 2004 (billions)
	$269.3 


	$19.4
	$288.8

	Total income 
	$199.4
	$158
	$357.5

	Payroll Taxes
	171.4
	
	171.4

	Interest
	15.2
	1.4
	16.6

	Taxation of benefits
	8.8
	
	8.8

	Premiums
	2.4
	37.5
	40.0

	General Revenues
	0.5
	118.1
	118.6

	Other
	1.1
	1.1
	2.2

	Total expenditure
	182.9
	153.5
	336.4

	Benefits
	180.0
	150.3
	330.3

	Hospital
	121.7
	23.6
	145.2

	Skilled nursing facility
	18.5
	
	18.5

	Home health care
	5.9
	6.6
	12.6

	Physician fee services
	
	57.8
	57.8

	Managed care
	24.9
	22.1
	47.1

	Drug card subsidies
	
	1.0
	1.0

	Other
	8.9
	39.2
	48.2

	Administrative expenses
	2.9
	3.2
	6.1

	Net change in assets
	16.4
	4.6
	21.0

	Assets at end of 2005
	285.8
	24.0
	309.8

	Total Enrollment
	42.0
	39.6
	42.5

	Aged
	35.4
	33.7
	35.8

	Disabled
	6.7
	5.9
	6.7

	Average benefit 
	4,282
	3,796
	8,080


D. The $37.4 billion Medicare prescription drug plan begins its first year this 2006. Section 302(b) (1) of the Medicare Prescription Drug, Improvement and Modernization Act of 2003 (MMA) requires the Secretary to establish and implement the Medicare DMEPOS Competitive Bidding Program. This program will change the way that Medicare pays for DMEPOS under Part B of the Medicare program by utilizing bids submitted by DMEPOS suppliers to establish Medicare payment amounts.  The achievement of the highest standards of health and the provision of health protection for the entire population, free of charge to those who cannot afford it; has been upheld by the Social Security Amendments of 1965 that founded the Medicare administration that now insures 50 million people and needs to double its coverage to cover the 42 million uninsured people living in the USA.  In January 2005, HHS projected that 39.1 million beneficiaries would have prescription drug coverage either from the new Medicare drug benefit or another source with benefits at least as generous as Medicare’s. The latest HHS enrollment numbers show that so far 25.9 million (60%) of the estimated 43.4 million Medicare beneficiaries have creditable coverage. Of the 25.9 million beneficiaries with creditable drug coverage, 15.9 million are in Medicare drug plans and 10 million are in employer plans. Most had drug coverage prior to the start of the new benefit. 

F. The Trustees estimate that the HI trust fund will remain solvent until the year 2018, The serious long-range financial outlook of the HI trust fund requires action now to slow down spending growth.  The proportion of HI costs that can be met by HI tax income is projected to decline steadily over time as costs continue to grow rapidly.  This cost growth is due to continuing increases in medical utilization and intensity of services, as noted above.  It is also due to the retirement of the “baby boom” generation, which will result in the number of Medicare beneficiaries increasing much more rapidly than the number of workers.  Today, there are 3.9 workers for every beneficiary, by 2030, there will only be about 2.4 workers for every beneficiary.   This forecast reflects (i) continuing growth in the volume and intensity of services provided per beneficiary throughout the projection period, (ii) the impact of a large increase in beneficiaries starting in about 2010 as the leading edge of the 1946-65 baby boom generation reaches age 65 and becomes eligible to receive benefits, and (iii) the introduction of the Part D program in 2004, along with the other provisions of the Medicare Prescription Drug, Improvement, and Modernization Act of 2003 (also known informally as the Medicare Modernization Act, or MMA) and the Deficit Reduction Act of 2005.  

G. The Federal Supplementary Medical Insurance Trust Fund was established on July 30, 1965 as a separate account in the U.S. Treasury. All the financial operations of SMI are handled through this fund. Beginning in 2004, the trust fund consists of two separate accounts—one for Part B and one for Part D. The purpose of the two accounts is to ensure that funds from one part are not used to finance the other. For SMI, transfers from the general fund of the Treasury represent the largest source of income, currently covering roughly 75 percent of program costs. Beneficiaries pay monthly premiums that finance about 25 percent of Part B costs. Supplementary Medical Insurance (SMI) Trust Fund Part B premiums and transfers from general revenues are established each year to match the following year’s estimated costs, the Part B account will remain in financial balance under present law.  However, Part B expenditures have grown significantly faster than GDP, leading to increasing general revenue requirements, and this trend is projected to continue.   Under the “sustainable growth rate” formula used in current law, the Trustees project that physician payment rates would have to be reduced by 4 to 5 percent each year through at least 2015.  As a result of the higher spending levels and reduced assets, it is expected that the Part B monthly premium rate will need to be increased by roughly 11 percent for 2007, to $98.20.  The Report projects that by May 15, 31.4 million beneficiaries will be enrolled in coverage through a Part D prescription drug plan. SMI general revenues in fiscal year 2005 were equivalent to about 9.6 percent of total Federal income taxes collected in that year. With the addition of the prescription drug benefit in 2006, SMI general revenues will substantially increase as a percentage of total income taxes. Increases in reimbursement per day also reflect implementation and expiration of special provisions from the Balanced Budget Refinement Act of 1999 and the Benefits Improvement and Protection Act of 2000. 

Art. 109 State Medicaid Population 

A. Key Medicare and Medicaid Statistics are that Medicaid was enacted in 1965 as a companion to Medicare in Title XIX of the Social Security Act.  There are an estimated 52 million Medicaid beneficiaries at an annual cost of $305 billion.  This is more than the federal Medicare program that serves 42 million people at a cost of $295 billion. Together Medicare and Medicaid serve 87 million people at a combined cost of $602 billion.  Medicaid pays approximately 1 in 5 health care dollars and 1 in 2 nursing home dollars.  The Medicaid Program provides medical benefits to groups of low-income people, some who may have no medical insurance or inadequate medical insurance. Although the Federal government establishes general guidelines for the program, the Medicaid program requirements are actually established by each State. Whether or not a person is eligible for Medicaid depends upon the State where he or she lives.  
Total Resident Population of the US Medicaid Population by State of Residence, July 1, 1999 

     

State of Residence  Residents (1,000s) Medicare Pop. (1,000) Enrollees %  Medicaid $

	United States
	272,691
	38,319
	14.1
	188,456,539,000

	Alabama
	4,370
	678
	15.5
	2,426,546,629

	Alaska
	620
	40
	6.5
	407,574,922

	Arizona
	4,778
	661
	13.8
	1,977,585,436

	Arkansas
	2,551
	431
	16.9
	1,472,148,586

	California
	33,145
	3,861
	11.6
	18,322,124,498

	Colorado
	4,056
	462
	11.4
	1,840,149,345

	Connecticut
	3,282
	515
	15.7
	3,106,833,711

	Delaware
	754
	112
	14.9
	464,675,516

	District of Columbia
	519
	76
	14.6
	812,307,451

	Florida
	15,111
	2,793
	18.5
	5,842,382,222

	Georgia
	7,755
	910
	11.7
	3,762,757,168

	Hawaii
	1,185
	164
	13.8
	605,014,726

	Idaho
	1,252
	161
	13.0
	517,507,218

	Illinois
	12,128
	1,622
	13.4
	6,755,100,123

	Indiana
	5,943
	838
	14.1
	2,977,949,366

	Iowa
	2,869
	457
	16.6
	1,461,173,214

	Kansas
	2,654
	385
	14.5
	1,106,965,283

	Kentucky
	3,961
	612
	15.5
	2,770,613,802

	Louisiana
	4,372
	595
	13.6
	3,384,670,228

	Maine
	1,253
	214
	17.1
	1,178,880.711

	Maryland
	5,172
	635
	12.3
	3,014,952,844

	Massachusetts
	6,175
	972
	15.4
	5,446,127,975

	Michigan
	9,664
	1,385
	14.0
	6,158,362,777

	Minnesota
	4,776
	647
	13.5
	3,119,764,555

	Mississippi
	2,769
	414
	15.0
	1,843,880,902

	Missouri
	5,468
	852
	15.6
	3,639,967,302

	Montana
	883
	135
	15.3
	424,328,043

	Nebraska
	1,666
	253
	15.2
	984,253,204

	Nevada
	1,809
	235
	13.0
	559,503,198

	New Hampshire
	1,201
	165
	13.7
	787,062,321

	New Jersey
	8,143
	1,201
	14.7
	5,772,631,914

	New Mexico
	1,740
	230
	13.2
	1,103,690,454

	New York
	18,197
	2,674
	14.7
	28,673,589,131

	North Carolina
	7,651
	1,112
	14.5
	4,967,172,053

	North Dakota
	634
	102
	16.1
	346,720,664

	Ohio
	11,257
	1,697
	15.1
	5,908,994,760

	Oklahoma
	3,358
	503
	15.0
	1,496,145,904

	Oregon
	3,316
	490
	14.6
	1,962,544,049

	Pennsylvania
	11,994
	2,082
	17.4
	9,556,752,320

	Rhode Island
	981
	168
	17.0
	1,063,037,589

	South Carolina
	3,886
	556
	14.3
	2,472,958,395

	South Dakota
	733
	118
	16.1
	377,830,154

	Tennessee
	5,484
	815
	14.9
	4,159,707,338

	Texas
	20,044
	2,226
	11.1
	10,350,823,295

	Utah
	2,130
	204
	9.6
	756,590,971

	Vermont
	514
	88
	14.6
	473,137,876

	Virginia
	6,173
	878
	12.8
	2,487,100,612

	Washington
	5,250
	724
	12.6
	3,564,389,167

	West Virginia
	1,807
	336
	18.6
	1,355,044,060

	Wisconsin
	5,250
	770
	14.7
	2,738,075,303

	Wyoming
	480
	64
	13.3
	204,334,030


Statistics from CMS Table 10 Total Resident Population of the United States, and Total Medicare Population, by State of Residence, July 1, 1999 and CMS Table 86 Medicaid Expenditure by Provider Type and Area of Residence
B. States are required to include certain types of individuals or eligibility groups under their Medicaid plans and they may include others.
1. Families who meet states’ Aid to Families with Dependent Children (AFDC) eligibility requirements in effect on July 16, 1996.

2. Pregnant women and children under age 6 whose family income is at or below 133 % of the Federal poverty level.

3. Children ages 6 to 19 with family income up to 100% of the Federal poverty level.

4. Caretakers (relatives or legal guardians who take care of children under age 18 (or 19 if still in high school)).

5. Supplemental Security Income (SSI) recipients (or, in certain states, aged, blind, and disabled people who meet requirements that are more restrictive than those of the SSI program).

6. Medicaid pays Medicare premiums, deductibles and coinsurance for Qualified Medicare Beneficiaries (QMB)—individuals whose income is at or below 100% of the Federal poverty level and whose resources are at or below twice the standard allowed under SSI.

7. All states provide community Long Term Care services for individuals who are Medicaid eligible and qualify for institutional care.
C. Medicaid eligibility groups classified as categorically needy are entitled to the following services unless waived under section 1115 of the Medicaid law. These service entitlements do not apply to the SCHIP programs.

1.  Inpatient hospital and outpatient (excluding inpatient services in institutions for mental disease).

2.  Other laboratory and x-ray.

3. Physicians’ services. Early and periodic screening, diagnosis, and treatment (EPSDT) for children under age 21.

4. Family planning services and supplies.

5.Medical and surgical services of a dentist.

6. Home health services for beneficiaries who are entitled to nursing facility services under the state’s Medicaid plan.

7. Home health aides. Medical supplies and appliances for use in the home.

8. Nurse mid-wife services. Pregnancy related services and service for other conditions that might complicate pregnancy and 60 days postpartum pregnancy related services.
D. The Kaiser Commission on Medicaid and the Uninsured reported on 19 October 2005 that “Immediate State Fiscal Crisis Subsides, but Medicaid Still Faces Long Term Budgetary Challenges”. After several years of extreme fiscal stress, state budgetary pressures are easing as the gap between Medicaid spending growth and state tax revenue growth declined to 2.6 percent, its lowest level since 1999, according to a new state survey released today by the Kaiser Commission on Medicaid and the Uninsured (KCMU).  Growth in spending slowed for the 3rd straight year – averaging 7.5 percent in fiscal year (FY) 2005.  The enrollment growth in FY2005 slowed to 4 percent and is expected to slow for the fourth consecutive year to 3.1 percent in FY2006. Although the fiscal outlook for states is improving, states are planning new cost-containment actions as well as expansions, such as coverage increases and provider rate hikes for their Medicaid programs in FY2006.  All surveyed states are actively managing their prescription drug benefit, but there is diversity across states in how cost control mechanisms are applied. While 16 of the 37 surveyed states imposed limits on prescription refills, only 2 states automatically denied refills that surpassed hard limits.  Two states (Missouri and Tennessee) have made deep eligibility cuts, but 20 states are taking actions to simplify procedures and requirements for beneficiaries and, in some cases, expand eligibility. Beneficiaries, however, are also facing increased premiums or co-payments. Ten states either increased existing premiums or lowered the income level at which they begin charging premiums for children’s coverage and seven states introduced or increased co-payments for services in their parent coverage programs.  State officials, in the budget survey, expressed more optimism than in past years, but remain concerned about the long-term fiscal sustainability of the program. They say that continuing health care cost growth, demographic trends, and the erosion of private health insurance are all factors that are worrisome for the future.

Art. 110 Supplemental Security Income 

A. The SSI program is a means-tested transfer program administered by the Social Security Administration (SSA) and authorized by Title XVI of the Social Security Act. Established in 1972 as part of Public Law 92-603, SSI began providing monthly cash payments in 1974 according to uniform, nationwide eligibility requirements to the needy aged (65 years of age or older), blind, and disabled. Most states also provide supplements to federal SSI benefits. The SSI program provides a nationally uniform maximum benefit, known as the federal benefit rate, which is adjusted annually for inflation. The monthly federal benefit rate in 2004 is $564 for a single individual and $846 for a couple. SSI is intended to be a resource of last resort. Accordingly, payments are reduced if an individual or a couple has earnings or other income and depend as well on a person's living arrangements. In about half of the states, the federal SSI benefit is augmented by a state supplemental payment. SSI beneficiaries are also immediately eligible for Medicaid in most states and, if they live independently, for food stamps.  To be eligible, SSI disability applicants must pass a financial and a disability test. Financial eligibility requires that net income (whether from work or other sources) be less than the current federal benefit rate. Certain income exclusions are applied to the calculation of net income. The SSI disability test (for individuals aged 18 and older) is the same test used for Social Security Disability Insurance and is quite stringent. It requires that the applicant either be blind or have a physical or mental impairment that prevents engaging in any substantial gainful activity and that has lasted or is expected to last 12 months or to result in death.  There is an overlap among the populations served by the SSI and TANF programs.  In 2003, federal TANF expenditures came to $16.5 billion, while SSI benefits totaled $31 billion, more than 80 percent of which went to people with disabilities.

Supplemental Security Income Recipients, Cost and Average Benefit by State

	
	Recipients
	Total Expense
	Av. Benefit

	All Areas
	6,987,845
	3,224,059,000
	$461

	Alabama
	163,070
	68,187,000
	$418

	Alaska
	10,773
	4,514,000
	$419

	Arizona
	94,639
	41,421,000
	$436

	Arkansas
	87,979
	35,360,000
	$401

	California
	1,181,681
	687,586,000
	$581

	Colorado
	54,223
	23,174,000
	$443

	Connecticut
	51,538
	22,633,000
	$435

	Delaware
	13,470
	5,791,000
	$445

	District  of Columbia
	20,868
	9,865,000
	$469

	Florida
	413,575
	174,538,000
	$421

	Georgia
	200,169
	82,096,000
	$410

	Hawaii
	22,256
	10,333,000
	$470

	Idaho
	21,025
	8,872,000
	$422

	Illinois
	255,462
	115,678,000
	$451

	Indiana
	96,211
	42,168,000
	$439

	Iowa
	42,656
	17,466,000
	$406

	Kansas
	38,491
	16,817,000
	$431

	Kentucky
	179,418
	75,864,000
	$424

	Louisiana
	169,547
	71,105,000
	$418

	Maine
	31,668
	12,969,000
	$405

	Maryland
	92,817
	42,186,000
	$454

	Massachusetts
	168,975
	79,436,000
	$470

	Michigan
	219,194
	100,551,000
	$459

	Minnesota
	70,788
	30,455,000
	$429

	Mississippi
	125,241
	51,416,000
	$411

	Missouri
	116,231
	50,440,000
	$434

	Montana
	14,572
	5,941,000
	$396

	Nebraska
	22,100
	9,185,000
	$418

	Nevada
	32,281
	13,953,000
	$436

	New Hampshire
	13,060
	5,777,000
	$444

	New Jersey
	149,942
	68,064,000
	$454

	New Mexico
	51,674
	21,123,000
	$406

	New York
	625,841
	308,654,000
	$493

	North Carolina
	195,819
	78,072,000
	$398

	North Dakota
	7,943
	2,867,000
	$358

	Ohio
	245,532
	111,554,000
	$453

	Oklahoma
	77,172
	32,395,000
	$421

	Oregon
	58,924
	25,620,000
	$434

	Pennsylvania
	316,733
	148,980,000
	$470

	Rhode Island
	29,645
	14,150,000
	$472

	South Carolina
	105,323
	42,669,000
	$406

	South Dakota
	12,494
	4,810,000
	$370

	Tennessee
	160,554
	67,458,000
	$419

	Texas
	472,563
	186,189,000
	$394

	Utah
	21,686
	9,579,000
	$435

	Vermont
	12,877
	5,516,000
	$424

	Virginia
	134,634
	54,710,000
	$405

	Washington
	112,008
	52,610,000
	$470

	West Virginia
	76,017
	32,894,000
	$433

	Wisconsin
	90,070
	37,687,000
	$419

	Wyoming
	5,653
	2,301,000
	$460


B. From the beginning of the SSI program in 1972, SSI and Aid to Families with Dependent Children were linked by an overlap in the populations served and by the consequences of SSI receipt for AFDC eligibility and for state AFDC, now TANF costs. Moves from AFDC to SSI saved states money, because the core SSI benefit is 100 percent federally funded Mark Nadel, Steve Wamhoff and Michael Wiseman in “Disability, Welfare Reform, and Supplemental Security Income”. Social Security Bulletin Vol. 65 No. 3 2003/2004 found that 44 percent of all adult recipients reported disabilities.  Changes in the definition of mental impairments, as a result of the Disability Benefits Reform Act of 1984 and the Sullivan v. Zebley U.S. Supreme Court decision, made it less difficult for young people to qualify for disability benefits. The Social Security Disability Benefits Reform Act of 1984 revised the mental impairment listings and required that the combined effect of all impairments be taken into consideration when determining eligibility for disability benefits. The Fair Housing Act (FHA), as amended in 1988, makes housing more accessible to the disabled and prohibits discrimination on the basis of race, color, religion, sex, disability, familial status, or national origin.  The U.S. Supreme Court decision Sullivan v. Zebley, 493 U.S. 521 (1990), ruled that child SSI cases were not judged equally to adult cases. Child cases cannot be accepted or rejected solely on the basis of whether the child's condition is on the Listing of Impairments, as this does not include any form of the "comparable severity" clause found in the definition of adult disability. 

C. The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA) replaced welfare as the country then knew it -Aid to Families with Dependent Children (AFDC)- with Temporary Assistance for Needy Families (TANF).The law continued and extended an upswell of state initiatives, with dramatic results. From 1996 to 2002, the total number of welfare recipients in the nation declined by 58 percent (DHHS 2003b, II- 5). In 1996, Congress prohibited considering addiction or alcoholism as a significant factor in determining a person's disability status for the purposes of SSI eligibility.  1996 welfare legislation altered the terms of the federal and state fiscal relationship, expanded the range of discretion in program design, and imposed new requirements for program operation.  The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), Public Law 104-193, set criteria that were more restrictive for childhood disability and required that eligibility be redetermined using adult disability criteria when the child reaches 18 years of age. Additionally, PRWORA prohibits SSI eligibility for anyone who is not a U.S. citizen unless they are determined to be in a "qualified alien" category and meet certain other requirements such as work or military service or a classification as a refugee or an asylee. The Balanced Budget Act of 1997 made many of PRWORA's provisions inapplicable to legal immigrants who arrived before August 22, 1996, the date of PWRORA's enactment.  At about the same time, Public Law 104-121 eliminated drug and alcohol addiction from the medical listings of disabilities that qualify for SSI and DI benefits and explicitly denied benefits to applicants whose primary disability was drug or alcohol addiction. This included ceasing benefits to current SSI and DI beneficiaries whose primary disability was drug or alcohol addiction.  The Americans with Disabilities Act (ADA) "prohibits discrimination on the basis of disability.  The Effect of the SSI program on Labor Supply: Improved Evidence from Social Security Administration Files. Vol. 65 No. 3 2003/2004. 
D. Average inflation-adjusted annual personal income for DI beneficiaries remained roughly constant at $12,855 in 1984 and $12,805 in 1999. For SSI beneficiaries, average inflation-adjusted annual personal income increased significantly, from an average of $6,714 to $7,990 over the same period. Approximately 10.1 percent of DI beneficiaries worked in 1984, compared with 22.0 percent in 1999. Analogous figures for SSI beneficiaries are 5.7 percent in 1984 and 11.3 percent in 1999 poverty rate for SSI beneficiaries decreased significantly from 47.4 percent to 42.0 percent; however, the absolute number of SSI beneficiaries in poverty increased, because of the substantial increase in the SSI caseload between 1984 and 1999.  For DI beneficiaries, the percentage with income below 50 percent of the poverty threshold jumped from 2.6 percent in 1984 to 6.0 percent in 1999.  SSI recipients who live alone have high rates of poverty, with nearly 80 percent having household income below the poverty threshold30 percent of individuals receiving SSI benefits lived in the same household with at least one other SSI recipient. The 30 percent of SSI recipients living in multirecipient households can be divided into two groups—married couples and other, noncouple multirecipients.  Children are the most likely to live with another SSI recipient—38 percent of all SSI children live with another recipient. The elderly are the least likely to live in noncouple multirecipient households. The average age of the beneficiary has decreased, while their education levels increased. Teran Martin and Paul S. Davies. Changes in the Demographic and Economic Characteristics of SSI and DI Beneficiaries Between 1984 and 1999. Social Security Bulletin. Vol. 65 No. 2 2003/2004 
Art. 111 Unemployment Insurance 
A. After hovering around 5-1/2 percent during the second half of 2004, the unemployment rate fell, on net, over the first three months of 2005. During the remainder of the year, it fluctuated in a narrow range around 5 percent. In January 2006, it decreased to 4.7 percent. The labor force participation rate, which had dropped noticeably between 2000 and 2004, edged up, on net, in 2005. The participation rate in January 2006 was 66 percent, well below the high of 67-1/4 percent reached in early 2000.  Overall the total workforce participation rate has stayed roughly the same at 2/3 of the population with a slight dip from 66.6% of the population in August 1994 to 60.0% in August 2004.  The unemployment rate indicates the number of people out of work who are actively looking for work was reported at 5.5% in 2004 has dropped to 4.6% of the general population in May 2006.  The Federal-State Unemployment Insurance Program provides unemployment benefits to eligible workers who are unemployed through no fault of their own.  Between spring 2003 and spring 2004 the Unemployment Trust Fund (s) of the 50 states and territories had combined revenues of $28,325,600,000 and maintained a balance of $18,842,981,000.  Investments there under yielded $327,389,000 in interest in 2003-2004.
Wage and Unemployment Data
	State
	IUR (%)
	TUR (%)
	Total Wages (000)
	Taxable Wages (000)
	Taxable Wage Base

	Alabama
	2.0 
	5.7 
	$13,668,388
	$1,496,795
	$8,000

	Alaska
	6.7 
	8.5 
	$2,663,789
	$1,165,430
	$27,100

	Arizona
	1.7 
	4.8 
	$18,462,620
	$1,871,676
	$7,000

	Arkansas
	3.2 
	6.1 
	$7,520,875
	$1,187,959
	$10,000

	California
	3.4 
	6.7 
	$149,870,232
	$11,852,619
	$7,000

	Colorado
	1.9 
	5.7 
	$19,895,405
	$2,690,825
	$10,000

	Connecticut
	3.5 
	5.2 
	$17,913,144
	$2,446,535
	$15,000

	Delaware
	2.8 
	4.1 
	$3,914,258
	$359,348
	$8,500

	District of Columbia
	1.4 
	6.7 
	$6,105,092
	$391,853
	$9,000

	Florida
	1.5 
	4.6 
	$56,521,696
	$6,104,477
	$7,000

	Georgia
	1.8 
	3.9 
	$32,462,100
	$3,648,312
	$8,500

	Hawaii
	1.8 
	3.7 
	$4,336,055
	$1,994,817
	$31,000

	Idaho
	4.4 
	5.9 
	$4,016,704
	$1,981,394
	$27,600

	Illinois
	3.6 
	6.7 
	$54,408,733
	$5,149,146
	$9,800

	Indiana
	2.7 
	5.7 
	$22,494,523
	$2,014,239
	$7,000

	Iowa
	2.9 
	5.0 
	$10,393,210
	$3,252,547
	$19,700

	Kansas
	2.5 
	5.2 
	$9,510,773
	$1,915,766
	$8,000

	Kentucky
	2.6 
	6.0 
	$12,768,862
	$1,424,210
	$8,000

	Louisiana
	1.9 
	6.0 
	$13,437,999
	$1,386,220
	$7,000

	Maine
	2.9 
	5.7 
	$4,349,656
	$849,613
	$12,000

	Maryland
	2.2 
	4.4 
	$22,022,016
	$2,169,875
	$8,500

	Massachusetts
	3.9 
	5.8 
	$34,266,158
	$4,635,931
	$14,000

	Michigan
	4.6 
	7.5 
	$40,123,869
	$3,866,283
	$9,000

	Minnesota
	3.1 
	5.4 
	$23,999,064
	$6,665,680
	$22,000

	Mississippi
	2.2 
	5.5 
	$7,099,706
	$831,231
	$7,000

	Missouri
	2.9 
	5.4 
	$20,813,573
	$2,001,601
	$8,000

	Montana
	3.6 
	5.3 
	$2,434,428
	$1,247,460
	$20,300

	Nebraska
	2.0 
	4.1 
	$6,422,667
	$605,662
	$7,000

	Nevada
	2.6 
	4.7 
	$9,315,066
	$3,703,575
	$22,000

	New Hampshire
	1.8 
	4.4 
	$5,315,936
	$523,368
	$8,000

	New Jersey
	4.0 
	5.6 
	$41,376,259
	$11,155,619
	$24,300

	New Mexico
	2.2 
	5.6 
	$5,113,813
	$1,533,795
	$16,800

	New York
	3.1 
	7.0 
	$87,705,234
	$6,659,565
	$8,500

	North Carolina
	2.8 
	6.0 
	$29,556,598
	$7,189,109
	$16,200

	North Dakota
	2.4 
	3.9 
	$2,060,157
	$654,008
	$18,500

	Ohio
	2.9 
	6.6 
	$44,264,784
	$4,621,659
	$9,000

	Oklahoma
	2.0 
	5.2 
	$9,503,065
	$1,914,359
	$14,300

	Oregon
	4.5 
	8.5 
	$12,919,527
	$5,271,312
	$27,000

	Pennsylvania
	4.4 
	5.9 
	$47,739,468
	$4,141,614
	$8,000

	Puerto Rico
	4.2 
	11.3 
	$4,946,146
	$665,578
	$7,000

	Rhode Island
	3.9 
	6.1 
	$4,010,530
	$653,604
	$14,000

	South Carolina
	2.7 
	6.5 
	$12,944,666
	$1,333,713
	$7,000

	South Dakota
	1.3 
	3.8 
	$2,335,033
	$275,462
	$7,000

	Tennessee
	2.2 
	5.4 
	$20,561,675
	$1,936,497
	$7,000

	Texas
	2.0 
	6.3 
	$80,372,236
	$9,036,522
	$9,000

	Utah
	1.9 
	5.3 
	$7,540,246
	$2,895,396
	$22,700

	Vermont
	3.3 
	4.6 
	$2,202,825
	$231,936
	$8,000

	Virgin Islands
	1.0 
	
	$289,089
	$83,306
	$18,400

	Virginia
	1.4 
	3.6 
	$29,823,776
	$2,925,200
	$8,000

	Washington
	4.0 
	6.8 
	$25,474,164
	$9,563,940
	$30,200

	West Virginia
	3.2 
	6.2 
	$4,450,662
	$567,217
	$8,000

	Wisconsin
	4.3 
	6.2 
	$21,423,787
	$2,750,978
	$10,500

	Wyoming
	2.2 
	4.5 
	$1,730,821
	$474,650
	$15,900

	United States
	2.9 
	6.1 
	$1,134,871,157
	$155,969,487
	$10,863


IUR= Insured Unemployment Rate; TUR= Total Unemployment RateArt. 109 Department of Labor Unemployment Benefits 2003

B. The Social Security Act of 1935 (Public Law 74-271) created the Federal-State Unemployment Compensation (UC) Program. The program has two main objectives: (1) to provide temporary and partial wage replacement to involuntarily unemployed workers who were recently employed; and (2) to help stabilize the economy during recessions. The U.S. Department of Labor oversees the system, but each State administers its own program. Because Federal law defines the District of Columbia, Puerto Rico, and the Virgin Islands as States for the purposes of UC, there are 53 State programs.  The Federal Unemployment Tax Act (FUTA) imposes a 6.2 percent gross tax rate on the first $7,000 paid annually by covered employers to each employee.

C The Emergency Unemployment Compensation Act of 1991 (Public Law 102-164) established temporary emergency unemployment compensation (EUC) benefits through July 4, 1992. It returned to States the option of covering nonprofessional school employees between school terms and restored benefits for ex-military members to the same duration and waiting period applicable to other unemployed workers. It extended the 0.2 percent FUTA surtax for 1 year through 1996. The Unemployment Compensation Amendments of 1992 (Public Law 102-318) extended EUC for claims filed through March 6, 1993, and reduced the benefit periods to 20 and 26 weeks. The law also gave claimants eligible for both EUC and regular benefits the right to choose the more favorable of the two. States were authorized, effective March 7, 1993, to adopt an alternative trigger for the Federal-State EB Program. This trigger is based on a 3-month average total unemployment rate and can activate either a 13- or a 20-week benefit period depending on the rate. 

D. The Emergency Unemployment Compensation Amendments of 1993 (Public Law 103-6) extended EUC for claims filed through October 2, 1993. The law also authorized funds for automated State systems to identify permanently displaced workers for early intervention with reemployment services. The Omnibus Budget Reconciliation Act of 1993 (Public Law 103-66) extended the 0.2 percent FUTA surtax for 2 years through 1998. The Unemployment Compensation Amendments of 1993 (Public Law 103-152) extended EUC for claims filed through February 5, 1994, and set the benefit periods at 7 and 13 weeks. It repealed a provision passed in 1992 that allowed claimants to choose between EUC and regular State benefits. It required States to implement a ``profiling'' system to identify UI claimants most likely to need job search assistance to avoid long-term unemployment. 

E. The North American Free Trade Agreement Implementation Act (Public Law 103-182) gave States the option of continuing UC benefits for claimants who elect to start their own businesses. The Balanced Budget Act of 1997 (Public Law 105-33) gave States complete authority in setting base periods for determining eligibility for benefits, authorized appropriations for program integrity activities, limited trust fund distributions to States in fiscal years 1999-2001, and raised the ceiling on FUA assets from 0.25 percent to 0.5 percent of wages in covered employment starting in fiscal year 2002. The Taxpayer Relief Act of 1997 (Public Law 105-34) extended the 0.2 percent FUTA surtax through 2007. 
F. In order to qualify for benefits, an unemployed person usually must have worked recently for a covered employer for a specified period of time and earned a certain amount of wages. About 125 million individuals were covered by all UC Programs in 2000, representing 97 percent of all wage and salary workers and 89 percent of the civilian labor force.  Although the UC system covers 97 percent of all wage and salary workers, on average only 38 percent of unemployed persons were receiving UC benefits in 1999. This compares with a peak of 81 percent of the unemployed receiving UC benefits in April 1975 and a low point of 26 percent in June 1968 and in October 1987. In 1999, the national average weekly benefit amount was $215 and the average duration was 14.5 weeks, making the average total benefits $3,118. The minimum weekly benefit amounts for 2000 vary from $0 in New Jersey to $102 in Rhode Island. The maximum weekly benefit amounts range from $133 in Puerto Rico to $646 in Massachusetts according to the Almanac of Policy Compensation on Unemployment Compensation that may be adjusted upwards as a legal settlement as in Gov. Ernie Fletcher v. Attorney General Greg Stumbo (Kentucky) HA-15-5-06. 

Art. 112 Federal Reserve 

A. The Federal Reserve System is the central bank of the United States, established by the Congress to provide the nation with a safer, more flexible, and more stable monetary and financial system. The Federal Reserve System consists of the Board of Governors in Washington, D.C., the twelve Federal Reserve Banks with their twenty-five Branches distributed throughout the nation, the Federal Open Market Committee (FOMC), and three advisory groups - the Federal Advisory Council, the Consumer Advisory Council, and the Thrift Institutions Advisory Council - and five standing committees, each made up of up to three Board members, administer the activities of the Federal Reserve Board - these committees include the Committee on Consumer and Community Affairs; the Committee on Economic Affairs; the Committee on Federal Reserve Bank Affairs; the Committee on Supervisory and Regulatory Affairs; and the Committee on Board Affairs.  The Federal Reserve System was created by passage of the Federal Reserve Act, which President Woodrow Wilson signed into law on December 23, 1913. The act stated that its purposes were "to provide for the establishment of Federal reserve banks, to furnish an elastic currency, to afford means of rediscounting commercial paper, to establish a more effective supervision of banking in the United States, and for other purposes." Over the years, its role in banking and the economy has expanded, and today the Federal Reserve’s duties fall into five general areas.

1. Conducting the nation’s monetary policy by influencing money and credit conditions in the economy in pursuit of maximum employment and stable prices 

2. Supervising and regulating banking institutions to ensure the safety and soundness of the nation’s banking system, maintaining the stability of the financial system, and containing systemic risk that may arise in financial markets 

3. Protecting the credit rights of consumers, and encouraging banks to meet the credit needs of consumers, including those in low- and moderate-income neighborhoods 

4. Playing a major role in operating the nation’s payment systems 

5. Providing certain financial services to the U.S. government, the public, financial institutions, and foreign official institutions 

B. Soon after the creation of the Federal Reserve, it became clear that the act had broader implications for national economic and financial policy. As time has passed, further legislation has clarified and supplemented the original purposes. Key laws affecting the Federal Reserve have been the Banking Act of 1935; the Employment Act of 1946; the Bank Holding Company Act of 1956 and the amendments of 1970; the International Banking Act of 1978; the Full Employment and Balanced Growth Act of 1978; the Depository Institutions Deregulation and Monetary Control Act of 1980; the Financial Institutions Reform, Recovery, and Enforcement Act of 1989; the Federal Deposit Insurance Corporation Improvement Act of 1991; the Gramm-Leach-Bliley Act of 1999; and the Check Clearing for the 21st Century Act of 2003. The Congress defined the primary objectives of national economic policy in the Employment Act of 1946, in an amendment to the Federal Reserve Act in 1977, and in the Full Employment and Balanced Growth Act of 9978, which is sometimes called the Humphrey-Hawkins Act after its original sponsors. These objectives include economic growth in line with the economy's potential to expand; a high level of employment; stable prices (that is, stability in the purchasing power of the dollar); and moderate long-term interest rates. Since the late 1960s, the number of federal laws intended to protect consumers in credit and other financial transactions has been growing. The Congress has assigned to the Federal Reserve the duty of implementing these laws to ensure that consumers receive comprehensive information and fair treatment. Thus, consumer protection laws such as the 1968 Truth in Lending Act, the Community Reinvestment Act of 1977, the Expedited Funds Availability Act of 1987, the Truth in Savings Act of 1991, and the Federal Deposit Insurance Corporation Improvement Act of 1991 (FDICIA), whereby the Inspector General of the Federal Reserve is required to review any failure of a state member bank that results in a material loss to the Bank Insurance Fund. To coordinate its activities, the staff works closely with a wide variety of organizations and individuals on a daily basis. Regular meetings with senior officials from the U.S. Department of the Treasury, regulatory agencies such as the Securities and Exchange Commission, and other executive branch agencies help ensure consistency of purpose and coordination of actions under the Fair and Accurate Credit Transactions Act of 2003, that has given the Federal Reserve rule-writing, compliance, and consumer education responsibilities.

C. The Federal Reserve System is an independent central bank, but only in the sense that its decisions do not have to be ratified by the President or anyone else in the executive branch of government. The entire System is subject to oversight by the Congress because the Constitution gives to the Congress the power to coin money and set its value--and that power was delegated to the Federal Reserve by the Federal Reserve Act. The Federal Reserve must work within the framework of the overall objectives of economic and financial policy established by the government; therefore, the description of the System as “independent within the government” is more accurate than "independent." The Board of Governors of the Federal Reserve System was established as a federal government agency. The Board is composed of seven members appointed by the President of the United States and confirmed by the U.S. Senate. The full term of a Board member is fourteen years; the appointments are staggered so that one term expires on January 31 of each even-numbered year. The Chairman and the Vice Chairman of the Board are also appointed by the President and confirmed by the Senate. The nominees to these posts must already be members of the Board or must be simultaneously appointed to the Board. The terms for these positions are four years.  In carrying out its responsibilities in 2005, the Federal Reserve System incurred an estimated $1.6 billion in net operating expenses. Total spending of an estimated $2.9 billion was offset by an estimated $1.4 billion in revenue from priced services, claims for reimbursements, and other income. In 2005, the Reserve Banks received approximately $659.2 billion in currency and $5.4 billion in coin from depository institutions, distributed approximately $698.4 billion in currency and $6.7 billion in coin, and destroyed $83.2 billion in unfit currency in the 2006 Annual Report: Budget Review  
D. The profitability of the U.S. commercial banking industry remained strong again in 2005, although it was a bit below the levels of recent years.  In 2005, the Reserve Banks collected approximately 12.2 billion commercial checks, with a total value of about $14.4 trillion. The Reserve Banks’ automated clearinghouse (ACH) service allows depository institutions to send or receive credit and debit payment transactions.  The Reserve Banks processed approximately 8.3 billion ACH transactions, valued at about $16.0 trillion. Approximately 11.6 percent of the transactions were for the federal government; the rest were for commercial establishments.  In 2005, the Reserve Banks processed more than 132 million Fedwire funds transfers, valued at more than $518 trillion.  To promote a safe, sound, competitive, and accessible banking system and stable financial markets in 2005, the Federal Reserve conducted 563 examinations of state member banks (some of them jointly with state agencies) and 496 inspections and 3,233 risk assessments of bank holding companies; it acted on 3,442 international and domestic applications.  Between July 1, 2004, and June 30, 2005, the System conducted 239 consumer compliance examinations, including 22 covering state member banks and 19 covering foreign banking organizations. Additionally, during the 2004 reporting period, the System performed 163 Community Reinvestment Act examinations.  Effectively implement federal laws designed to inform and protect consumers, to encourage community development, and to promote access to banking services in historically underserved markets.  Effectively implement federal laws designed to inform and protect consumers will encourage community development, and promote access to banking services in historically underserved markets.  
E. The number of new banks increased for the third year in a row, but the number of consolidations of one bank charter into another also increased, pulling the number of banks at year-end down to 7,569 from 7,677 at year-end 2004.  Both bank assets and bank liabilities were reported to have increased 7.7% in 2005.  Overall, total loans and leases expanded 10.4 percent; this ample loan volume led banks to increase their securities holdings only 2.4 percent.  Gains in personal income and employment accompanied the solid economic expansion last year, while interest rates on fixed-rate mortgages remained in a relatively low range and house prices posted further sizable increases.  Banks’ capital positions remained strong in 2005. The 7.6 percent rate of growth of capital accounts about matched that of banks’ assets and liabilities. Retained earnings of $48 billion accounted for about three fourths of the increase in banks’ capital accounts.  The overall share of industry assets held by well capitalized banks in 2005 rose to 98 percent, from 96 percent at the end of 2004.  The notional principal amount of derivatives contracts by banks grew 15 percent last year, and it totaled about $102 trillion at the end of the year.  At the end of 2005, the aggregate fair market value of these contracts with positive value was $1.26 trillion, and the aggregate fair market value of contracts with negative value was at a similar level resulting in a fair market value of only about $16 billion at the end of 2005, about one third lower than at the end of 2004.  The notional amount of credit derivatives held by banks more than doubled relative to the preceding year, reaching $5.8 trillion at the end of 2005. The fair value amount of credit derivatives on banks’ books expanded 83 percent, to $77 billion at year-end 2005 from $42 billion at year-end 2004.  The economy expanded briskly over the first three months of 2006. Growth in consumer spending and business purchases rebounded, and levels of resource utilization increased. The prices of crude oil and of some other commodities moved higher, and consumer energy prices rose further, but core inflation remained relatively low. Bank profitability appeared to remain strong in early 2006 according to the statements on first-quarter earnings of several large bank holding companies in the Profits and Balance Sheet Developments at U.S. Commercial Banks in 2005 
F. One of the lessons learned during the events of September 11 is that firms across the financial system are highly interdependent and the Scope of Sound Practices Paper published in the Federal Register on September 5, 2002, is comprised of two groups.  The first group is core clearing and settlement organizations, which are the firms that provide clearing and settlement services for critical financial markets or act as large-value payment system operators and present systemic risk should they be unable to operate. The second group is firms that play significant roles in one or more critical financial markets by participating (on behalf of themselves or their customers) with sufficient market share in accordance with the Report to the Congress on Efforts of the Private Sector to Implement the Interagency Paper on Sound Practices to Strengthen the Resilience of the U.S. Financial System April 2006.  To Foster the integrity, efficiency, and accessibility of U.S. payment and settlement systems the Board is resolved to develop sound, effective policies and regulations that foster payment system integrity, efficiency, and accessibility.  The Board undertakes to overseeing U.S. dollar payment and securities settlement systems by assessing their risks and risk management approaches against relevant policy objectives and standards.  Overseeing a planning and budget process that clearly identifies the Board’s mission, results in concise plans for the effective accomplishment of operations, transmits to the staff the information needed to attain objectives efficiently, and allows the public to measure the accomplishments. Establish, encourage, and enforce a climate of fair and equitable treatment for all employees regardless of race, creed, color, national origin, age, or sex.  The policy of the Board is to promote equal opportunity in every aspect of employment. The primary objective of the Board is supervision and regulation so as to promote overall financial stability, manage and contain systemic risk, and identify emerging financial problems early so that crises can be averted. Government Performance and Results Act (GPRA) Reports Planning Document 2006-09
G. The economic expansion remained firmly entrenched in 2005, although the growth of real GDP late in the year was apparently restrained by the effects of the hurricanes and by sharp drops in some volatile categories of spending. In the labor market, payroll employment rose moderately for a second year in a row, and the unemployment rate declined further.  The U.S. economy delivered a solid performance in 2005 despite a further sharp increase in energy prices and devastating hurricanes that claimed many lives, destroyed homes and businesses, and displaced more than 1 million persons. Real gross domestic product is estimated to have risen a little more than percent over the four quarters of 2005 even though growth slowed significantly in the fourth quarter as a result of storm-related disruptions and other factors that are likely to prove transitory. The increase in real GDP in 2005 was sufficient to add 2 million new jobs, on net, to employers' payrolls and to further reduce slack in labor and product markets.  The dollar appreciated against most major currencies in 2005, and, with domestic demand expanding strongly, the U.S. current account deficit widened further.  At the end of the third quarter 2005 (the most recent period for which complete data on wealth are available), the ratio of household net worth to disposable income stood at 5.65, well above its long-run average level of 4.75. Meanwhile, surveys by the Michigan Survey Research Center (SRC) and the Conference Board suggest that, apart from the first few months after the hurricanes, consumer confidence was about at the favorable levels that had prevailed in 2004. All in all, personal outlays exceeded disposable income in 2005. As a result, the personal saving rate, which had dropped below 2 percent in 2004, fell further in 2005, ending the year at negative 1/2 percent. The appetite for Treasury securities among foreign investors remained strong in the aggregate in 2005. The proportion of outstanding Treasury securities held by foreign investors is estimated to have climbed to slightly more than 45 percent in the third quarter of 2005, a record. 
H. In 2005, energy prices were up substantially for a second year in a row. Crude oil costs climbed further, on net, and prices of refined petroleum products and natural gas came under additional upward pressure for a time after supplies were curtailed by hurricane damage to production facilities in the Gulf Coast region. As a result, households in the United States faced steep increases in gasoline and home heating expenses, and many firms were likewise burdened with rising energy costs.  Core inflation is likely to remain under some upward pressure in the near term from rising costs as the pass-through of higher energy prices runs its course. But those cost pressures should wane as the year progresses.  Household debt expanded about 10-1/2 percent at an annual rate over the first three quarters of last year, roughly the same brisk pace as had been registered in 2004.  However, the relatively low readings on most measures of loan delinquencies last year indicate that most households were not struggling to meet their obligations.  A large number of households filed for bankruptcy in the weeks leading up to October 17, the date when a new bankruptcy law took effect after which time filings declined.  In the fourth quarter of 2005, operating earnings per share for S&P 500 firms appear to have been nearly 14 percent above their level four quarters earlier.  Gross equity issuance remained modest in 2005, while net equity issuance sank into deeply negative territory as corporations retired shares at a rapid pace.  At the end of 2005 aggregate domestic mortgages outstanding totaled nearly $9 trillion if Governor Susan Schmidt Bies Remarks at the Mortgage Bankers Association Presidents Conference, Half Moon Bay, California on 14 June 2006 are understood.
I. The deficit in the federal unified budget narrowed appreciably in fiscal year 2005. Although outlays continued to rise rapidly, receipts rose even faster; as a consequence, the deficit fell to $318 billion, roughly $100 billion less than the deficit in fiscal 2004. The latest projections from the Administration and the Congressional Budget Office, however, point to a deterioration in the unified budget position in fiscal 2006.  Thus far in fiscal 2006, outlays have continued to rise rapidly, in part because of heavy spending for flood insurance payouts and other hurricane-related disaster relief. According to the NIPA, real federal expenditures on consumption and gross investment, the part of government spending that is a component of real GDP, increased 1-1/4 percent over the four quarters of calendar year 2005.  Net saving by state and local governments--which is broadly similar to the surplus in an operating budget--turned positive in the first half of 2005 after having been negative between 2002 and 2004, and it would have remained positive in the third quarter in the absence of the hurricanes. The sizable revenue gains reported by many states in fiscal 2005, which ended on June 30 in all but four states, appear to have extended into fiscal 2006. Even so, some governments are still struggling with strained fiscal situations, and some face significant structural imbalances in their budgets that likely will be exacerbated in coming years by the need to provide pensions and health care to a growing number of retired employees. In addition, the jurisdictions in the Gulf Coast region confront the dual challenge of substantial post-hurricane demands and diminished flows of tax revenues. The U.S. current account deficit widened further in 2005. At an annual rate, it came in at just under $800 billion, or about 6-1/4 percent of nominal GDP, in the first three quarters.  The trade data through December showed that the U.S. trade deficit widened further in the fourth quarter of 2005, to about $790 billion at an annual rate.  Real exports of goods and services continued the solid pace of expansion registered in both 2003 and 2004; they rose an estimated 5-3/4 percent in 2005, supported by robust foreign economic activity.  After expanding at a double-digit pace in 2004, real imports of goods and services decelerated to about 4-1/2 percent in 2005, even as U.S. GDP growth remained robust.  Prices of imported goods excluding oil and natural gas increased at an annual rate of 1-1/2 percent in 2005, down from a rate of 2-3/4 percent in 2004. 
J. Prices decelerated in midyear as the dollar appreciated and nonfuel commodity prices steadied. However, import prices accelerated in the fourth quarter of 2005, led by higher prices for chemicals, metals, and building materials. In global commodity markets, prices of metals increased an average of 30 percent in 2005, a surge that reflected both robust global demand and limited increases in supply.  A key event in 2005 was the substantial increase in the price of crude oil. The spot price of West Texas intermediate (WTI) crude oil climbed from about $43 per barrel at the start of 2005 to a peak of about $70 per barrel in late August, at the time of Hurricane Katrina.  An inflation gauge showed "core" prices - excluding food and energy - rose in the first quarter by 2 percent, considered the upper bound of the Fed's inflation comfort zone.  The reading was taken before oil prices shot up to a record high of $75.17 a barrel in late April 2006. Oil prices are now hovering above $71 barrels.  Retail gasoline prices in the United States jumped to more than $3 per gallon in early September, briefly crimping gasoline demand and, in turn, demand for crude oil. Petroleum product prices returned to pre-hurricane levels within a few weeks as imports soared and refineries resumed operations, but they began to rise again in December and January. Headline inflation continued to be boosted by soaring energy prices in 2005, while core inflation--which excludes the direct effects of movements in food and energy prices--remained subdued. The PCE chain-type price index rose 3 percent for the second year in a row. The increase in core PCE prices, which in 2004 had ticked up to 2-1/4 percent, remained high in early 2005 by recent standards. Domestic crude oil supply was severely hampered by last year's hurricanes, which were the most damaging in the history of the U.S. energy industry. At the peak of the disruption, all U.S. crude oil production in the Gulf of Mexico (about 28 percent of total U.S. production) and 88 percent of U.S. natural gas production there (about 17 percent of total U.S. production) were shut in. At the end of January 2006, 25 percent of Gulf oil production remained shut in, and cumulative lost production in the Gulf stood at about 22 percent of the average annual output from that region. Refinery outages, which peaked after Hurricane Rita at more than one-fourth of total U.S. refining capacity, caused sharp increases in the prices of refined products.  Monetary Policy Report to the Congress 15 February 2006
K. The House approved the American-Made Energy and Good Jobs Act (H.R. 5429) authorizing environmentally safe energy production on just 2,000 of ANWR’s 20 million acres using 21st Century technology. This bill aims to increase U.S. energy security and independence and create American jobs.  Creating American Jobs, at today’s energy prices, recovering this massive supply represents a $728 billion investment in American energy, American jobs, and strong economic growth. Experts estimate that safe energy development in ANWR will lead to the creation of one million good jobs in America. That is why ANWR-energy is supported by the International Brotherhood of Teamsters, the International Union of Operating Engineers, the Laborers International Union of North America, the AFL-CIO -- Building Trades Department, the United Association of Plumbers and Pipefitters, the Seafarers International Union and the United Brotherhood of Carpenters and Joiners of America. Increasing America’s Energy Supply. The mean estimate of recoverable oil from ANWR’s northern coastal plain is 10.4 billion barrels, a 50 percent increase in total U.S. proven reserves.  Governmental and nongovernmental environmental field researchers in Alaska are sought to cooperate with engineers to evaluate the environment for species that might be endangered and other potential environmental hazards that the engineers must compensate and cooperate with. A new Congressional Research Service (CRS) report concludes that safe energy exploration and production on ANWR’s northern coastal plain could raise $111 to $173 billion in federal royalties and tax revenues.  

L. The Federal Depositors Insurance Corporation (FDIC) and Federal Reserve should be able to insure the social security trust funds in favorable terms whereby banks would receive tax deductions for their contributions to the Social Security Trustees should the trust funds ever face diminishment under the well known 26USC(A)(1)(F)I §501(c)(1)(a) 501c exemption should they be accepted by the Managing Trustees under 42USC(7)II§432.  To seal this deal the Chairman of the Federal Reserve is sought to be appointed to the Board of Trustees of the Social Security Trust Funds charged with insuring the trust funds against decline and administrating the elimination of poverty in the USA when confident with the annual reports in May by amending § 201 of the Social Security Act to insert the Chairman of the Board of Governors of the Federal Reserve in the list of Social Security Trustees currently comprised of – the Commissioner of Social Security, the Secretary of the Treasury, the Secretary of Labor, and the Secretary of Health and Human Services and two other actuarially representatives appointed by the President.  It is time for the Chairman of the Federal Reserve to reassure the Social Security Trustees that the FDIC will insure the solvency of these trust funds and Congress could pursue the agreement of national banks to contribute to the Social Security Trustees for a tax deduction should any social security trust fund balance every be less than the year.  Having insured the trust funds against a declining balance it is hoped that the Social Security Administration will be satisfied with their $2.4 trillion holdings in 2007 and legislate their budget on the principle that tax appropriations by SSA must be limited to cost, whereupon the trust fund balance would increase at 100% rate of the accumulation of interest.  This is considered the conservative strategy that would never trigger a decrease in the rate of growth of the trust fund. In time a more liberal policy whereby the Treasury would pay a significant percentage of Social Security interest earnings on the poor to such an extent that the $420 billion cost of paying all 35 million people living below the poverty line in the USA $1,000 a month would be administrated to the poor rather than obsessively saved by a social security administration that is scared of the looming retirement of the baby boomers.

THE AMENDMENT: The Old Age Survivor Insurance OASI Trust Fund § 201 of the Social Security Act (42USC(7)II§401 et seq) should be amended to insert the “Chairman of the Board of Governors of the Federal Reserve” in the list of Social Security Trustees currently comprised of – the Commissioner of Social Security, the Secretary of the Treasury, the Secretary of Labor, and the Secretary of Health and Human Services and two other people appointed by the President.  

Tony Sanders

Hospitals & Asylums

title24uscode@aol.com 
Summary: www.title24uscode.org/FY2007.htm 

� Korb, Dr. Lawrence.  � HYPERLINK "http://www.sensiblepriorities.org/pdf/korb_report_Finalb.pdf" �The Korb Report�: A Realistic Defense. Sensible Priorities for America. 2006 senior fellow at the Center for American Progress and a senior advisor to the Center for Defense Information both in Washington, D.C. From 1981-1985, he served in the Reagan Administration as Assistant Secretary of Defense for Manpower, Installations, and Logistics.  
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