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I. Second Annual Lobbying Activity Disclosure Report

Sec. 1 Annual Lobbying Disclosure Report

“527” political organizations make an annual report and fund a newsletter and campaign committees for issues and candidates under 26USCI(F)(VI)§527.  As a scholarly profession inextricably linked with Congress lobbyists must submit a lobbying disclosure report no later than 45 days after the first of January to register with Secretary of the Senate and the Clerk of the House of Representatives under 2USC(26)§1604. 

The disclosure statement shall report the name and address of the lobbyist and of each client and include a list of the specific issues upon which a lobbyist engaged in lobbying activities, including, to the maximum extent practicable, a list of bill numbers and references to specific executive branch actions; a statement of the Houses of Congress and the Federal agencies contacted by lobbyists employed by the registrant on behalf of the client; a good faith estimate of the total expenses that the lobbyist incurred in connection with lobbying activities during filing period, should also be made.  

The effective public disclosure of the identity and extent of the efforts of paid lobbyists to influence Federal officials in the conduct of Government actions will increase public confidence in the integrity of Government. 

To File a Formal Disclosure a Lobbyist had to pay $24 a year for an ACE Signature in 2006.  It is not recommended for the lobbyist to file such a disclosure unless a client pays more than $20,000.  Congress needs to tax the income for it to be respectable.  The objective is to be listed in the registry of lobbyists at the Clerk of Congress website.   

This second draft disclosure that treats on federal economics is most notable for the new Chapter 4: Adjustable Rate Mortgage (ARM) Ban HA-10-5-07.  The resolution for the New Year is to draft a chapter directing the implementation of National Health Insurance.  

In 2007 I caught the free bus ride to Washington DC to attend the ACLU Day of Action to Restore Law and Justice HA-26-6-07.  Thank you for all your subscriptions.
2008 is both the International Year of the Potato launched 18 October 2007 and the Year for Dignity and Justice for All of Human Rights Day 10 December 2007.  

Sec. 2 Copyright Royalties  

Royalties are an important and underappreciated element of a democratic society.  The Constitution assures that the rights of authors and inventors shall be secured for a time by the legislature.  It is possible that the United States, a revolutionary republic who threw out their colonial monarch, does not properly respect royalties, restricted from the conference of titles of nobility, as they are under the Constitution.  The significance of royalties is that someone has created a product which can benefit society at large, ie. Technical progress, such as clean energy products or a research reports, and they must enjoy of the fruits of their labor to assure the integrity of the product and its liability.  

Copyright royalties, being the most common, are perhaps the most important for the democratic process, whereby the citizens are rewarded for their research.  A conflict of interest manifests between independent petitioners who offer intelligent governance and state intelligence services who represent the entrenched and often corrupt interests of the status quo.  It is imperative that democratically elected officials and their appointed employees pay the copyright royalties of their petitioners, or the inefficiency of bureaucratic unionism undermines the equal protection of the law and democracy.  

Congress does not need to wait for the private sector to afford the author royalties of not less than $1,000 a month for amending Title 24 of the United States Code – Hospitals & Asylums - HA.  HA is available to the public on the World Wide Web. Subscribers are needed to subsidize the free monthly and quarterly Internet newsletter.  Private publishing companies are encouraged to respond to the 1,111 page Hospitals & Asylums book proposal HA-24-8-07 by email, by the end of winter, by which time the Constitution of Hospitals & Asylums Non Governmental Economics (CHANGE) will be exactly 100 articles long.  

Anthony Joseph Sanders has taken the oath at the knee of Jose Antonio Ocampo, former Under Secretary General of the UN Department of Economic and Social Affairs, to write no less than one book a year and maintain the litigation, legislation and pubic health reports of the HA non governmental organization – the finest rule of law in the world.  HA is loyal to the United States of America.  Congress has a duty to sustain the legacy of the 197-year-old statute and should not hesitate to be first to award an author royalties of not less than $1,000 a month.  

SSA Form HA-501-U5 “Request for a Hearing with an Administrative Law Judge” filed November 6, 2006.  The ALJ asks every petitioner for a lawyer seemingly because they are not one themselves.  After one year the ALJ has not produced a docket statement that would pass the written portion of the Bar exam with notes in response to Sanders v. Astrue HA-1-10-6, SSI Claim Summary HA-15-12-06, the sealing of records in Sanders v. State HA-1-5-07 and Chapter 3: Health and Welfare (HaW).  A trial would not be fair unless SSA reviews this work and comments on what research they want in Chapter 3 or concedes defeat to the 250-page challenge and pays the $1,000 a month minimum wage demanded.  

In a theory of copyright royalties the ALJ must pay the fair rate of $1,000 a month for the liberty to earn a replenish able $250,000 from the infringement claim in Hospitals & Asylums v. Health Alliance HA-9-9-06 that would pay all the author’s debts, other under-compensated disabled and retired petitioners and secure a $25 million community reinvestment of general hospital psychiatric wards that can now be subsidized with the mental health levy since the voters tricked the local homeowners.  The bureaucracy must afford the copyrights of their beneficiaries to negotiate tort claims and development plans in their common interest.  

The SSA Office of Policy, publishes great email reports.  It is not right to continue the claim to the federal court whereas social workers are obliged to seal legal records if forced to testify against their free will.  As dumb as the bureaucracy might be a judicial infringement is not in anyone’s best interest.  The local office is all right and should subscribe to the HA e newsletter for a fair deal. Elizabethan Poor law of 1600 would have been better served by any literate person, than the justice of the peace.

Queen Elizabeth II and her husband Prince Philip, the Duke of Edinburgh, went on a six-day visit to the United States to mark the 400th anniversary of the settlement of Jamestown colony, the first permanent English colony in America. The queen's visit is her fifth to the United States in 50 years and her first since 1991.  Her Majesty came share in the tears after parliamentary democracy had quelled the bloodshed of the Virginia Tech Shooting HA-20-4-07. 

In the leaders' toasts at the State Dinner, they took opposite tacks. Bush praised the queen for a reign that has "deepened our friendship and strengthened our alliance," while the British monarch talked of the threat of terror, problems like climate change and the likelihood of occasional disagreement between allies. "Ours is a partnership always to be reckoned with in the defense of freedom and the spread of prosperity," she said. 

Bowing is not required of U.S. citizens; shaking hands is acceptable. In Great Britain and the Commonwealth states, men bow and women curtsy.  Men bow their head only, dropping it from the neck. Women perform a small curtsy, placing the right foot behind the left heel and then slightly bending the knees.  The visit is recorded at section 17 of the final plea of Anthony J. Sanders to Anthony J. Principi, former Secretary of Veterans Affairs and Anthony J. Coppolino, of the Civil Division of the Department of Justice for the royalties to end the colonial military occupation with the first reading of the 332 page manuscript titled, Me, Myself and Iraq HA-11-11-07 by passing one page, H. Con. Res. 110, Expressing the Sense that Iraq should Vote on Redeployment.  
US Smokers tend not to object to the Queen’s Opening of Parliament Statement on US Election day, November 6, 2007, to pay cost of children’s health.  Tobacco alone however cannot afford to the $35 billion price tag for Americas children health insurance whereas the settlement is only around $8 billion annually.  Congress must not legislate inflation in consumer prices.  Tobacco corporations are entitled to a seamless transition from the largest civil settlement in the history of the United States, $206 billion over 25 years, of the Tobacco Master Settlement Agreement of November 23, 1998 to a tax. Congress fails to avoid conflict with the generally un-parliamentary language in To Kill the CHAMP Act HA-19-10-07 that notes the first US case of the Inter-American Commission on Human Rights regarding the fairness of the trial of Jessica Lenahan (formerly Gonzales) of Castle Rock v. Gonzales No. 04-278 of June 27, 2005, fame.  

Countess Williams, Director of Legal Services of Writers Guild of America West is holding out for the revolutionary residuals of 1% for DVDs and 2.5% on new media.  The Author’s Guild has sued Google for the republication rights.  Authors in the United States are so discontent with their royalties that the union has been on strike for the last two months of 2007.  The $130 million New Economic Proposal of the producers did not satisfy the script writers who dissolved to negotiate their contracts independently from their respective political organizations counseled in Alliance of Motion Picture and Television Producers v. Writers Guild of America HA-30-11-07 leaving me out the $150,000 upset price for writing the script for the rejected New Economic Proposal.  

The Internet has greatly improved the ability of the writers to express their ideas without chopping down any trees or being rejected by the rich.  For $55 dollars a month anyone can publish their work and it will be accessible to everyone around the world.  The term "Internet” refers to the global information system that has grown to over 50,000 networks on all seven continents and outer space, with approximately 29,000 networks in the United States.  There are an estimated 35 million blogs and websites in the US.  

The number of e-books published annually has dramatically increased in the 21st century but generates less than 0.2% of annual publishing revenues. The American Association of Publishers (AAP) reported that in the US e-books earned $7.3 million in 2003 $19.8 million, a 170% increase over the previous year. In 2004 e-books earned $30.3 million, a 53% increase.  In 2005 e-books made $43.9 million, a 44% increase, in 2006 $54.4 million, a 24% increase.  Between 2002 and 2006 e-books made $155.6 million with an average increase of 65% annually.  The Internet Library Initiative seems to be an efficient way to pay authors.  

 

There were nearly 1 million books published in 1996, around the world, an estimated 962,888 titles.  English is far and away the most prolific language in print.  The UK and the USA are competitive, in some years the USA prints more, however in both years with statistical data 1996 and 2005 the UK published more books.  In 1996 the UK published 107,263 books and the USA published 68,175 books.  In 2005 the UK published 206,000 books and the USA 172,000 books.  In 2006 the US publishing industry made an estimated total of $25 billion.  It would not be expensive for the government to subsidize Internet authors, save trees and give the 25% of college graduates and consummate writers capable of producing prose documents a decent wage.  Researchers are needed to lead the workers and soldiers to higher levels of socio-economic organization.    

The Berne Convention Implementation Act of 1988 in Appendix I of Title 17 as maintained by the US Copyright Office provides in Section 2 and 3 that the Convention is not self-executing under the Constitution and laws of the United States and the obligations of the United States under the Berne Convention for the Protection of Literary and Artistic Works of September 9, 1886 last amend on September 28, 1979 may be performed only pursuant to appropriate domestic law.  Art. 14 bis of the Berne Convention provides that the owner of copyright shall enjoy the same rights as the author of an original work.  Under Art. 9 authors have exclusive right to authorizing the reproduction of their work.  Art. 11 bis provides that authors of literary and artistic works shall enjoy the exclusive right of authorizing the communication thereof to the public. 
Negotiation of these rights is a matter for national legislation that shall not in any circumstances be prejudicial to the moral rights of the author, nor to his right to obtain equitable remuneration which, in the absence of agreement, shall be fixed by competent authority.  Under 17USC(2)§201(b) in the case of a work made for hire, the employer or other person for whom the work was prepared is considered the author for purposes of this title, and, unless the parties have expressly agreed otherwise in a written instrument signed by them, owns all of the rights comprised in the copyright.  Copyright protection is not available for any work of the United States Government.  The United States Government is not precluded from receiving and holding copyrights transferred to it by assignment, bequest, or purchase under 17USC(1)§105.

Congress must resolve to eliminate the unjustified discrimination causing a disparate impact upon users of new media under the Digital Millennium Copyright Act.  Congress must transfer section 406 of the WIPO Copyright and Performances and Phonograms Treaties Implementation Act of 1998 Pub. L. No. 105-304, 112 Stat. 2860 that was improperly codified in the Title on the Judiciary.  

The section on the Assumption of Contractual Obligations Related to the Transfer of Rights in Motion Pictures at 28USC(180)§4001 is a good script but needs to be transferred to a new Chapter 14 of Title 17 Copyright for the equal protection of the law.  
Sec. 3 Setting the Agenda for the 111th Congress, an Election Year

2008 is an election year for the President of the United States, Vice President and Congress.  The aim of the second session of the 110th Congress shall be free and fair elections that are accurately counted.  To uphold the democratic principles of non-use of force, equal rights and the right of all peoples to self-determination the suggested agenda is:  1. the secrecy of the ballot, 2. a balanced budget 3. human rights and community based corrections 4. redistribution of wealth from the rich to the poor and 5. copyright royalties and clean energy patents.

The rule of law is paramount to a democratic society that respects the freedom of speech, press, religion and right to sue the government for a redress of grievances under the First Amendment to the US Constitution.  The Constitution holds a special place because it is the Supreme law.  This lobbying disclosure contains the revolutionary proposal for a race for the Twenty-Eighth Amendment to the United States Constitution between a Balanced Budget Amendment and Justice of the Peace Amendment HA-4-7-07 and Civil Rights Amendments HA-27-8-07 admitting Human Rights and Community Corrections.
Democracy is far more than the election of new leaders, it is about enabling every individual to lead society to a higher level of development. The democratic principles of Generals of the United Nations (GUN) are the non-use of force, equal rights and the right of all peoples to self-determination to amend the UN Charter beyond the International Tax Administration at Chapter XII and Human Rights Council at Chapter XIII HA-29-8-07 to set down the GUN and run for Secretary of the UN in elections around the world, on the same day we amend the Charter for good.   

Democracy is a solemn pledge of non-violence and non-dictatorship that Greek philosophers whose population was 50% slave call, freedom, and human rights lawyers, the right of all peoples to self determination under Art. 55 of the UN Charter.  Congress must not interfere with the elections.  Nor should the United Nations.  Any appearance of the judiciary or armed force is considered interference.  The principle of the non use of force extends to all interference in the territorial affairs of others under Art. 2(4) of the Charter.  Hospitals & Asylums Battle Mountain Sanitarium goes even farther, to provide for a $1,000 fine and up to 12 month in jail sentence for unlawful intrusion or violating the rules and regulations under 24USC(3)V§154  

No President of the United States should be permitted to run for office by their political party unless he or she can demonstrate on paper that they are capable of performing the math needed to balance the federal budget FY 2008.  No candidate should be permitted to run for high office if they come from a jurisdiction with greater than 250 prisoners per 100,000 and have not made progress reducing the prison population to achieve the legal limit of civilized nations. 

Without having passed the balanced budget since 2000, HA conjectures as a 527 political organization that has for the fifth time in three years, at the End of FY 2007 HA-20-9-07 Hillary Clinton and Barack Obama are the most attractive campaign for human rights – a black man and a white woman whose lecherous husband once who thrice passed the balanced budget portion.  These two appeal to anyone who wishes in 2020 hindsight that the Gore and Lieberman campaign had won and America could still ignore the decadence.  The Democrats had a marvelous vote of 2006, electing the first woman Speaker of the House and seizing the majority of both Houses.  The campaign for minority rights by a majority party is a great substitute for human rights.  The Democratic ticket is favored to win in order to undo the damage wrought by Republican tyranny.

The Republicans on the other hand, with all while men, are fairly non-descript and under-qualified under federal law.  They seem to be trying to win the discrimination vote.  Without nominating Elaine Chao, Secretary of Labor and Alphonso Jackson, Secretary of Housing and Urban Development the Republicans the Republicans are not competitive with the vision and mission for racial and gender equality of the Democrats.  No candidates stands out as being better than any other.  Republicans are all basically non-threatening.  The Republican ticket does not seem likely to produce any winners for America.  None of the candidates possess the liberty from party loyalty to break the corruption that chains the nation.  A sleepy town is however not unachievable with them. 

Her Majesty the Queen provides for informational equality by adopting reasonable measures to deal with the perception of unfairness created when some voters have general access to information that is denied to others.  [Elections] must be guided by the values and principles essential to a free and democratic society which I believe embody, to name but a few, respect for the inherented dignity of the human person, commitment to social justice and equality, accommodation of a wide variety of beliefs, respect for cultural and group identity, and faith in social and political institutions which enhance the participation of individuals and groups in society.  The Court with their in camara proceedings, does not satisfy, in review of R. v. Bryan, SCC 12 of 15 March 2007

In the 2000 elections Bush Jr. defeated Democratic candidate former Vice President Al Gore on the strength of 31 electoral college states although the Republican’s lost the popular election with 50,456,062 votes for Bush and Cheney and 50.996,582 votes for Gore and Lieberman. The US Supreme Court decided the 2000 election in the case of Bush v. Gore on 12 December 2000.  The decision was based upon the XII Amendment that states, “The votes shall be taken by states, the representation from each state having one vote; a quorum for this purpose shall consist of a member or members from two-thirds of the states, and a majority of all states shall be necessary to a choice”.  

The 2000 Presidential election however continues to pose three questions to the United States.  First, how best to comply with 3USC§5 to appoint electors and polling devices so as to accurately represent the decision of the voters?  Second, whether the electoral college system set forth in the constitution is an obsolete obstruction to the “one person one vote” doctrine?  Third, should the infringement of the Court regarding the question of a tie be sufficient for more than a recount but a revote?

In 2002, the United States Congress adopted the Help America Vote Act of 2002 (HAVA), which aimed to improve the administration of elections in the United States.  That seems to synonymous with the Bipartisan Campaign Reform Act of 2002 published by FEC. Under HAVA or BCRA most polls used punch card voting systems.  By 2005 half of locations had electronic voting systems and by 2006 they were nearly universally implemented.  

There has been a dramatic decline in voting rates since a majority of people voted in 2004 electing George Bush Jr. to victory over Democratic candidate John F. Kerry on the strength of 286 electoral college votes to 251.  The popular vote was reported to be 60,693,281 to 57,355,978.  The State of Ohio has been a leading critic of elections since 2004 when they were prosecuted by the Status Report of Minority Leader John Conyers and the Judiciary Committee Staff HA-5-1-05.  The State of Ohio fights back with Project E V E R E S T: Evaluation and Validation of Election Related Equipment, Standards and Testing by Ohio Secretary of State Jennifer L. Brunner of December 14, 2007 that reviews the security of the royalties of patent holders to elections technology with whom the County Boards of Elections contract with.
Numerous documented malfunctions with elections systems and software have fueled public concern and contributed to the overall uncertainty of voters. The term “elections professional” has emerged, with training conferences and organizations often funded in part by voting machine companies.  No system is without significant and serious risks to voting integrity.  The types of human threats and their potential actions may be categorized as ranging from a nuisance level of political advocates and foreign governments (level 1) to an inadvertent level regarding inadequate training of staff (level 2) to a malicious level if a red team infringes or has an inside job (level 3). 

Government contractors, including health care providers, are not encouraged to participate in political campaigns within one year of closing a public contract.  This may also hold true for the unfed scholars who do all the work, but does not for the private sector who is sought to contribute to the most worthy candidates.  The candidates are regulated by the Federal Elections Commission under campaign finance law.

The numerology of the code suggests the elections of November 2008 will be a Courts-Martial.  Under 10USC§111 Executive Department a Secretary of Defense was formerly prohibited from running for office unless retired from active duty for at least 10 years.  The statute however now lists the military departments of the Department of Defense without so much as the dignity to change the name of the misconceived department, created one month before the Geneva Conventions, to the Military Department (MD) as destined by Chapter One Section 2 of Hospitals & Asylums that has already foreseen the foundation of African Command.  Perhaps 10USC§111 must be restored to its peaceful origin? Politics are for civilians !!!

It is a great honor to publish this document on the 1st day of the 1st month of 2008.  The hope is that bankruptcy under 11USC(11)§1111 will cease to murder under 18USC§§1111 this 2008.  The sections 111s and 1111s will clearly need some review to determine if the Internet is reporting secondary transmissions under 17USC(1)§111 ultra vires to a bill becoming a law or the consent of the governed, who were not informed by the press or by a service to authors citing the law before amending it.  Is the President merely framed in 10USC§111 or is it a military coup or does it eliminate the corruption of the white market from military discipline?

Congress has not done well by the Code for decades with the Bar mocking Civil Rights at 42USC(21)§1981-§2000 and wars mocking freedom since 9-11-01.  Perhaps it is the prohibition of titles of nobility in the Constitution.  To eliminate discrimination under the Digital Millennium Copyright Act the 111th Congress must transfer section 406 of the WIPO Copyright and Performances and Phonograms Treaties Implementation Act of 1998 Pub. L. No. 105-304, 112 Stat. 2860 that was improperly codified at the end of Title 28 on the Judiciary.  The Assumption of Contractual obligations related to the transfer of right in motion pictures at 28USC(180)§4001 is a good script but needs to be transferred to a new Chapter 14 of Title 17 Copyright for the equal protection of the law under the 14th  Amendment to the US Constitution, sections 4 and 5 of which could be repealed.

The boards of elections need federal protection from judicial or military seizure under 18USC(13)§245 (b)(1)(A).  The FEC shall help.  For instance, in the 1st Congressional District of Ohio, that is censored, the Hamilton County Board of Elections on Broadway St. needs to be let out of a cell in the police precinct, across the street from the jail, to a building of their very own, for the primaries.  How nice it would be to see the Board of Elections begging on the ballot for the land grant at the primaries.  It would also be nice to vote in the primaries of both political parties.  Should a voter not be permitted to nominate a victor and punish a criminal in one visit to the polling booth at the primaries?

Sec. 4 Review of the 110th Congress

HA generally agrees with the Evans-Novak Political Report of the conservative movement publications of Human Events - the 110th Congress did not make much progress beyond the 100 Hour Agenda HA-23-1-07,

1. H.R. 1, "Implementing the 9/11 Commission Recommendations Act of 2007." passed 299-128, Jan. 9th, 2007

2. H.R. 2, "Fair Minimum Wage Act of 2007." passed 315-116, Jan. 10th, 2007

3. H.R. 3, " Stem Cell Research Enhancement Act." passed 253-174, Jan. 11th, 2007
4. H.R. 4, "Medicare Prescription Drug Price Negotiation Act." passed 255-170, Jan. 12th, 2007
5. H.R. 5, "College Student Relief Act of 2007." passed 356-71, Jan. 17th, 2007

6. H.R. 6, "Creating Long-Term Energy Alternatives for the Nation (CLEAN) Act." passed 264-163, Jan. 18th, 2007
7. HR. 6, "Adopting the Rules of the House of Representatives for the One Hundred Tenth Congress." Title II, passed 430-1, Jan. 4th, 2007, Title IV, passed 280-152, Jan. 5th, 2007
The 110th Congress made great progress with the passage of Revising the congressional budget for the United States Government for fiscal year 2007, establishing the congressional budget for the United States Government for fiscal year 2008, and setting forth appropriate budgetary levels for fiscal years 2009 through 2012. H. CON. RES. 99 that passed 216 to 210 on 29 March 2007, that was Resolved by the Senate with the House of Representatives concurring in S.CON.RES.21.ES that passed 52 to 47 on 23 March 2007.  Although better than not reviewing the budget at all Congress failed to perform the task – balance the budget – Congress must pass the test

The 110th Congress was marred by the President’s decision to send a 21,500 troop surge to Iraq although the Iraq Study Group had just released a plan to have all the troops withdrawn by the end of first quarter 2008 was highly criticized.  On February 13, 2007 H.RES.157 was passed by the House, with the concurrence of the Senate, on Roll No. 97, 232-192, to assure that Congress and the American people will continue to support and protect the members of the United States Armed Forces who are serving or who have served bravely and honorably in Iraq; and disapprove of the decision of President George W. Bush announced on January 10, 2007, to deploy more than 20,000 additional combat troops to Iraq..

Rep. Shays introduced 1st Session H. Con. Res. 110 Expressing the sense of Congress that Iraq should vote to approve or disapprove the continued deployment of United States Armed Forces to Iraq and, unless Iraq votes to approve such continued deployment, the President of the United States should commence the phased redeployment of United States Armed Forces from Iraq within 60 days of the Iraqi vote on March 29, 2007.  

Having failed to pass H. Con Res. 110 the 110th Congress failed the year.  Metaphorically the 110th Congress failed to put their name and the date on the Parliamentary exam.  The legislative drafting of a parliamentary democracy is subjected to a rigorous review and not less than an A+ in the Prospectus for Peace of the 110th Congress HA-15-5-07 can be accepted as a passing grade for the Congress. 

H. Con. Res. 110 states, 

Expressing the sense of Congress that Iraq should vote to approve or disapprove the continued deployment of United States Armed Forces to Iraq and, unless Iraq votes to approve such continued deployment, the President of the United States should commence the phased redeployment of United States Armed Forces from Iraq within 60 days of the Iraqi vote.

Resolved by the House of Representatives (the Senate concurring), That it is the sense of Congress that—

1. the Government of Iraq should hold a vote in the Iraqi Council of Representatives or among the Iraqi; and

2. unless 60 percent of the members of the Iraqi Council of Representatives or the Iraqi general voting public vote to approve the continued deployment of United States Armed Forces to Iraq, the President of the United States should commence the phased redeployment of United States Armed Forces to Iraq, the President of the United States should commence the phased redeployment of the United States Armed Forces from Iraq within 60 days of the Iraqi vote.

Having taken the free ACLU bus ride to Washington DC for the Day of Action to Restore Law and Justice HA-26-6-07 to witness the inequality between the offices of senior and freshman Senators, we are all very disappointed that the 110th Congress did not serve the public with the one true law – H. Con. Res. 110.  Having officially failed to grant their colonially occupied state a permit for parliamentary democracy the 110th Congress was dissolute.  They now wish to hold elections and tax but everything they do is tainted with colonial occupation.  Congress must still pass H. Con. Res. 110.  In summary no progress was made beyond the 100 hour agenda.  The 110th Congress earned term limits to their corruption.  It is hoped the voters will remove the old timers.   

Sec. 5 Redistribution of Wealth from Rich to Poor

Income inequality became a palpable issue with the passage of H.R. 2, "Fair Minimum Wage Act of 2007." passed 315-116, Jan. 10th, 2007.  The hike in minimum wage is much needed.  Income inequality has become alarming.  The rich are becoming extremely rich, the number of poor people are increasing, the middle class are finding it harder to afford their mortgage.  There are three major lines of taxation for this redistribution of wealth.  First, unions petitioning for fair wages from their ultra rich executives.  Second, the payment of copyright royalties and tort claims by governments.  Third, the creation of real social security system to guarantee everyone lives above the real poverty of $1,000 a month by eliminating the taxable income limit of $100,000.

Widening income inequality in the US is alarming.  As executive compensation skyrocketed from 2003 to 2004, the average after-tax income for the richest 1 percent of U.S. households went up almost 20 percent, while after-tax incomes for the middle fifth of the nation - the middle of the middle class - went up only 3.6 percent. Looking back 25 years - starting in 1979 - the contrast is even greater. The top one percent saw a whopping 176 percent jump, while the middle fifth of Americans saw only a 21 percent rise. That's a big difference, but although 21 percent still seems high. In fact a new study shows that in 2005, the top 10 percent of Americans collected almost half of all reported income in this country. This is their biggest share since 1928.  
A CBS News poll finds that almost 60 percent of Americans think that life for the middle class has gotten worse in the past ten years.  The redistribution of wealth seems to be failing in the US and the widening gap between the rich and poor is hurting the middle class ideal of a thriving economy.  Sen. Barack Obama (D-Ill.) said "As our economy changes, let's be the generation that ensures our nation's workers are sharing in our prosperity." Sen. Hilary Clinton (D-NY) said, "The leadership here in Washington seems to ignore the middle class and hardworking families across our country,"
The minimum wage was first enacted in 1938 as part of the Fair Labor Standards Act (FLSA). Initially just 25 cents per hour, the minimum wage has been raised several times in the decades since. In real (inflation-adjusted) terms, the minimum wage reached its peak in 1968, when it was worth $6.92 in 1998 dollars. Efforts to increase the minimum wage are generally supported by unions and liberal anti-poverty organizations. A full time minimum wage worker makes just $10,712 per year, half the poverty line. 

The minimum wage has varied from a maximum of 90% of the poverty level in 1968 and has been between 53 and 62% since 1985. Over 130 cities have "living wages." Nominal values range from 25 cents per hour in 1938 to $5.15/hr. The greatest percentage jump in the minimum wage was in 1950, when it nearly doubled. Calculated in real 2005 dollars, the 1968 minimum wage was the highest at $9.12. Washington has the highest minimum wage in the country at $7.63 as of January 1, 2006. Oregon is next at $7.50. As minimum wages have declined in real terms, the percent of workers covered, too, has declined. 

Postwar US economic history can be divided into three eras, the postwar boom, from 1947 to 1973, the time of troubles, when oil crises and stagflation wracked the US economy, from 1973 to 1980 and the modern era of reasonable growth with rising inequality from 1980 until the present.  During the postwar boom the real income of the typical family roughly doubled, from about $22,000 in today’s prices to $44,000.  That’s a growth rate of 2.7 percent per year.  
The time of troubles temporarily brought growth in median income to a halt until inflation was brought under control.  Since 1980 median family income has risen only about 0.7 percent a year.  Even during the best of times the Reagan era “morning in America” expansion from 1982 to 1989 and Clinton era boom from 1993 to 2000 family income grew more slowly than it did for a full generation after WWII.
Fig. 1: History of Minimum Wage 1938-2008
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According to a Federal Reserve study in the 1970s chief executives at 102 major companies were paid on average about $1.2 million in today’s dollars.  Not hardship pay it was only a bit more than CEOs were paid in the 1930s and only 40 times what the average full time worker in the US was paid.  By the early years of the 21st century CEO pay averaged more than $9 million a year, 367 times the pay of the average worker 

Executive pay is rising rapidly. 

The chief executive officers (CEOs) of the 250 largest U.S. companies, as identified by Fortune magazine, received an average of $18.8 million each in 2006, an increase of 38% in just one year.  A decade ago, the aggregate pay of the top five executives at large U.S. companies amounted to about 5% of corporate profits. By 2003, the share of corporate earnings paid to top executives had doubled to 10%.

In 1980, CEOs in the United States were paid 40 times the average worker. In 2006, the average Fortune 250 CEO was paid over 600 times the average worker.6 While CEO pay has soared, employees at the bottom of the pay scale have seen their real wages decline. In real terms, the value of the new federal minimum wage, $5.85 per hour, is 13% below its value a decade ago.  In 2006, the average American worker earned $29,544. The current minimum wage is $5.85 - adjusted for inflation, $4.49 in 1997 dollars. The actual minimum wage in 1997 was $5.15.
Further movement to the left will clearly be required to bring the United States lasting equality and prosperity.  The rich need to be taxed and the money redistributed to the poor for the creation of an efficient and literate middle class.  'To amend the Internal Revenue Code of 1986 to limit the deductibility of excessive rates of executive compensation. ' Bill # H.R.3876 establishes an excessive compensation line at twenty five times the rate of the lowest compensated full time employee.  

During the postwar boom both taxes on the rich and the property of the middle class increased dramatically primarily because the redistribution of wealth from productive citizen to nonproductive citizen had become the principal government activity.  The most intelligent way for an educated and democratic society to redistribute wealth is for the government to purchase the copyright royalties of their petitioners, particularly the poor, in order to justify increasing the taxation of the rich with social progress.  Class struggle must result in a large and prosperous middle class. 

As a developed nation, the United States has the great privilege of being able to afford to eliminate poverty below $1,000 a month, for all citizens, if they would only eliminate the $97,700 limit on income taxable by SSA.  For a very low administrative cost of 1% those making over $100,000 a year would transfer their wealth directly to the poor via social security without discrimination on the basis of disability or age.       

Sec. 6 Universal Health Insurance

Universal health insurance is defined by the World Health Organization as access to key promotion, preventive, curative and rehabilitative health interventions for all at an affordable cost, thereby achieving equity in access and financing where households contribute to the health system on the basis of ability to pay - full coverage.  Health is defined in the Preamble to the Constitution of the World Health Organization June 19-22, 1946 as a state of complete physical, mental and social well-being and not merely the absence of disease or infirmity.  We call it hell. 

Although Americans pay the health sector 16% of the GDP they are not enjoying a longer life expectancy.  The private sector conceals trillions of dollars of assets, charges extortionate premiums and offers less coverage.  Recent reports indicate that corruption in the public sector is again the leading cause of disease, disability and death.  Adults with serious mental illness treated in public systems die about 25 years earlier than Americans overall, a gap that's widened since the early '90s when major mental disorders cut life spans by 10 to 15 years.  Methadone-related deaths rose nationwide from 786 in 1999 to 3,849 in 2004 - a 390 percent increase. 3% of 110,000 methadone consumers fatally overdose HA-7-12-07.  The FDA is undermined by the reckless administration of SAMHSA in regards to research on involuntarally hospitalized people and the domestic spying is toxic.  Medical bills need to be consolidated in Single Payer Insurance by CMS.

It is estimated that 56,597,030 people died around the world in 2004 an average of 863 deaths per 100,000, 0.86% of the population. Death statistics have not been reported by the CDC since 2004 when 2,398,343 died, representing a decrease of 49,945 from the 2003 total.  We presume the worst for the years after the 2004 Presidential elections.  The number of deaths, 2.4 million, and number of detainees, 2.2 million, were nearly equal in 2004.   More people die in the United States every year, than are held in jail, at any given time.   In the United States the problems of death and detention are clearly caused by the same political corruption.  The judiciary must not be greedy and pay for human rights cases only.  Hospitals need to institute ethics committees to settle medical tort claims, in writing.  Patients need more inclusion on the payrolls.
In 2007 15% of the population, 45 million people were considered uninsured in the United States.  They did not pay any health insurance premiums beyond the 2.9% federal Medicare tax, if earned a taxable income at all.  54%, 162 million were insured through their employers.  5%, 15 million were insured individually.  13%, 39 million were insured through Medicaid.  12%, 36 million were insured through Medicare.  1%, 3 million are insured through other public insurance.  In its Concluding Observations of 2001, the Committee on the Elimination of Racial Discrimination recommended that the U.S. take appropriate measures to ensure that the right to access health care is non-discriminatorily afforded to all.  

Americans are very dissatisfied with the health insurance system.  Nine out of 10 Americans think the United States health care system needs fundamental changes, 44% of view health reform as one of the most important issues and 29% as the most important issue.  In Europe the people have a more positive take on health although there is also considerable dissatisfaction.  Respondents who felt the health care system runs quite well were 25.6% in France, 36.9% in Germany, 3.4% in Italy, 28.5% in Sweden and 14.6% in the UK.  Minor changes were sought by 40.9% in France, 38.5% in Germany, 15.1% in Italy, 44.1% in Sweden and 27.4% in the United Kingdom.  29.6% of respondents in France felt that health care needs to be rebuilt, 18.9% in Germany, 76.9% in Italy, 25.2% in Sweden and 56% in the UK.
In 2006 the United States invested 16% of its GDP into the health sector.  As a share of the economy, health care has risen from 7.2% of GDP in 1965, to 8.8% of GDP in 1980, to 11.8% in 1991, to 13.4% in 2000, to over 16% of GDP today, and it is projected to be 20% of GDP just 10 years from now.  Total health expenditures in the US were estimated to be $2.16 trillion in 2006, up from $1.05 trillion in 2000. Health expenditure is projected to rise to over $4 trillion by 2015. Per person health spending was $7,110 in 2007 and is projected to increase to $12,320 by the end of the period, unless major policy changes are made.  Despite the high cost, the U.S. does not appear to provide greater health resources to its citizens or achieve substantially better health benchmarks compared to other developed countries.  
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Fig. 2: Health Expenditure as a % of the U.S. GDP
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The private health insurance system has accumulated as much as $4 trillion in assets.  People are paying $300 to $1,000 a month for health insurance that has a $1,000 to $3,000 annual deductible and co-pays.  Health insurance takes in far more than they administrate, making as much as 1,000% profits.  In 2005 roughly $2 trillion were collected for health care but only $1 trillion were administrated.  Since 2000, premiums for family health coverage have increased by 87%, compared with cumulative inflation of 18% and cumulative wage growth of 20 percent. During this same period, the percentage of employers offering health benefits has fallen from 69% to 61%, and the percentage of workers covered by their own employer also has fallen. The current employer-based system offers little choice in health plans to employees: 88 percent of American firms offer only 1 health plan type. Premiums for employer-sponsored health coverage rose twice as fast as the 3.8% increase in wages or 3.5% increase in inflation at an average 7.7% in 2006.  This was less than the 9.2% increase recorded in 2005 and the recent peak of 13.9% in 2003.  Average annual premiums for employer-sponsored coverage in 2006 were $4,242 for single coverage and $11,480 for family coverage.  

Fig. 3: % Increase in Health Insurance Premiums 1988–2006
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Source: Exhibit A The Kaiser Family Foundation and Health Research and Educational Trust Summary of Findings of the Employer Health Benefits Survey 2006.

Medicare premiums are competitive with affordable employer based health insurance plans and much cheaper than individual and family plans.  Beneficiaries pay monthly premiums that finance about 25 percent of cost.  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, so that if there is a deficit an equivalent amount is withdrawn from the general revenues.  As a result of the higher spending levels and reduced assets, it is expected that the Part B monthly premium rate will be increased by roughly 11 percent for 2007, to $98.20.  

Fig. 4: Medicare Part B Premiums and Deductibles 2007

	
	2006
	2007

	Part B Monthly Premium
	$88.50
	$93.50

	Part B Annual Deductible
	$124.00
	$131.00

	Part A Hospital Deductible - First 60 Days
	$952.00
	$992.00

	Hospital Co-payment per day for days 61-90
	$238.00
	$246.00

	Hospital Co-payment per day for 60 lifetime reserve days
	$476.00
	$496.00

	Skilled Nursing Facility Co-payment per day for days 21-100
	$119.00
	$124.00

	Part A Monthly Premium if purchased (less than 30 quarters of Medicare coverage
	$393.00
	$410.00

	Part A Monthly Premium if purchased (with 30-39 quarters of Medicare coverage
	$216.00
	$226.00


Health systems in Europe are varied and commonly refer to two principal types of health system, national health services, funded by national taxation and social insurance funded by payroll contributions.  Tax based finance tends to imply universal coverage, the public ownership of health care facilities and a salaried medical profession.  Countries in the center of Western Europe have a social insurance system, France, Germany and Austria and the Benelux countries, others have national health services, Denmark, Sweden and the United Kingdom, Italy and Greece, Spain and Portugal.  National health services were established much later in southern Europe than in the UK and Scandinavia, in Italy in 1978 and Portugal in 1979 in Greece in 1983 and in Spain in 1986.  

Fig. 5: Health Expenditures Per Capita 1970, 1980, 1990, 2003 (inc. % GDP)

	 
	1970
	1980
	1990
	2003
	% GDP 
	Life Expectancy

2006

	Australia
	$252
	$691
	$1,306
	$2,886
	9.2%
	80.5

	Austria
	193
	770
	1,328
	2,958
	9.6
	79.07

	Belgium
	148
	636
	1,341
	3,044
	10.1
	78.77

	Canada
	299
	783
	1,737
	2,998
	9.9
	80.22

	Denmark
	384
	927
	1,522
	2,743
	8.9
	77.79

	Finland
	191
	590
	1,419
	2,104
	7.4
	78.5

	France
	205
	697
	1,532
	3,048
	10.4
	79.73

	Iceland
	163
	703
	1,593
	3,159
	10.5
	80.31

	Ireland
	117
	519
	794
	2,455
	7.2
	77.73

	Italy
	NA
	NA
	1,387
	2,314
	8.4
	79.81

	Japan
	149
	580
	1,116
	2,249
	8.0
	81.25

	Luxembourg
	163
	640
	1,533
	4,611
	7.7
	78.89

	Netherlands
	NA
	755
	1,435
	2,909
	9.1
	78.96

	Norway
	141
	665
	1,393
	3,769
	10.1
	79.54

	Sweden
	312
	944
	1,589
	2,745
	9.3
	80.51

	Switzerland
	351
	1,031
	2,029
	3,847
	11.5
	80.51

	United Kingdom
	163
	480
	987
	2,317
	7.8
	78.54

	United States
	352
	1,072
	2,752
	5,711
	15.2
	77.85


Source: Exhibits 2 & 4. Kaiser Family Foundation Health Care Spending in the United States and OECD Countries. January 2007 
Health-financing systems must include a method for prepayment of financial

contributions for health care, with a view to sharing risk among the population and avoiding catastrophic health-care expenditure and impoverishment of individuals as a result of seeking care. They must ensure adequate and equitable distribution of good-quality health care infrastructures and human resources for health so that the insurees will receive equitable and good-quality health services according to the benefits package.  Nations must plan the transition to universal coverage of their citizens so as to contribute to meeting the needs of the population for health care and improving its quality, to reducing poverty and to achieve health for all WHA58.33.

Different systems work in similar ways according to a common pattern and share common goals.  Health policy objectives include adequacy and equity in access, income protection, efficiency at both macro and micro levels, a degree of freedom of choice for consumers and of autonomy for providers.  In pursuing these aims, whether they are financed by taxation or by social insurance, health system are dominated by public spending to varying degrees and most resources are concentrated in hospitals. There is not that much difference between tax based and insurance based systems.  Taxation may be thought of as a form of compulsory insurance while insurance premiums are normally levied as a compulsory payroll tax on employers and employees 

The key distinction between social and private is that membership of social insurance schemes tends to be compulsory where private insurance arrangements are voluntary.  Private insurance premiums tend to be risk related meaning that payments are calculated to reflect the different levels of risk related to age and sex for example of different individuals falling ill.  Social insurance contributions reflect the collective risk of insured members, the general liability of the fund.  The important difference between funding health care by general taxation and by social insurance is that insurance contributions are usually both clearly identified and hypothecated.  Social insurance payments are effectively pseudo taxes, which enable governments to raise revenues for health care.  Political pressures tend to cause health costs to increase more rapidly than wages 

National health services tend to absorb lower proportions of national wealth than do social insurance schemes.  While France and Germany spend roughly 10 percent of their GDP on health care, Italy and Sweden spend between 7.5 percent and 8.5 percent and the UK less than that.  As a proportion of all health spending, public expenditure on health is higher in Sweden and the UK than France and Germany, though it is less than in Italy 

Social insurance systems absorb larger amounts of GDP than national health services and slightly lower proportions of their funding are derived from public sources.  In 1996 contributions averaged 19.6 percent of total salary in France and 13.5 percent in Germany.  Statutory payments made by insurers to providers make up nearly 70 percent of health spending in Germany, government funding which comes from federal, regional and local sources accounts for a further 10 percent, user charges account for 11 percent and private insurance 7 percent.  French social insurance accounts for slightly more than 70 percent of all health spending, supplementary insurance provided by the mutuelles and for profit insurers for a further 10 percent, co-payments for 12.5 percent and other public funding for 4 percent.

H.R. 676, the “National Health Insurance Act/Expanded and Improved Medicare for All” offers to change the financial system by instituting a single payer health insurance system that finances hospitals and health care providers on the basis of need rather than by the procedure.  

The Plan is to provide everyone with free health insurance by nationalizing private health insurers and eventually raising taxes to cover the cost of health care. The Plan will provide comprehensive universal coverage through a single-payer system of privately-delivered, publicly-financed healthcare - better healthcare at less cost.  The Plan will cover all medical expenses – doctors, nurses, hospitals, dental, optical, mental health services, prescription drugs and long-term care.  Under non-bureaucratic single-payer, society would save close to $300 billion a year in healthcare costs – by eliminating private insurers and their wasteful bureaucracies, advertising, commissions, profiteering and multi-million dollar CEO salaries. 

In the long run America has no alternative but to nationalize the health insurance industry under a single payer pursuant to H.R. 676, the National Health Insurance Act/Expanded and Improved Medicare for All.  Only emergencies are free under 42USC(7)XVIII-D§1395dd.  A single payer system would socialize along the lines of 42USC(7)XVIII-D§1395mm with the goal of complete nationalization of health insurance by the year 2020.  In forthcoming years health care costs must be limited to 3% growth to earn an increase from 2.9% - 3.0% taxation on wages, regardless of income.  Health care practitioners and insurers are doing far too well in the United States.  Health care practitioners must be more considerate of the sick pay of patients, limit themselves to the one official bill, and achieve higher levels of economic achievement by documenting non-profit trust exemption from taxation status for providing free medical care to the poor under 26USCI§501(c).

Sec. 7 Amendments to the US Constitution

 

Hospitals & Asylums statute is not without merit to the US Constitution.  Having completed the fifth drafts of the 10 Chapter federal reform package the Constitution gave away two amendments, a Balanced Budget Amendment and a Justice of the Peace Amendment that sets five year term limits for federal judges with a two term limit for justices of the Supreme Court.  To be fair Congress should also be subjected five-term limit for Congress members and a two-term limit for Senators.  Not to slow the Race for Twenty Eighth Amendment to the United States Constitution HA-4-7-07
Balanced Budget Amendment
 

Section 1 Total outlays for any fiscal year shall not exceed total receipts for that fiscal year.

 

Section 2 Prior to each fiscal year, the President shall transmit to the Congress a proposed budget for the United States Government for that fiscal year in which total outlays do not exceed total receipts. 

 
Section 3 The Congress shall enforce and implement a balanced budget by appropriate legislation.
 

Justice of the Peace Amendment
 

Section 1 Federal Judges shall be elected to terms of five years on the nomination of the President and confirmation of the Senate on the basis of the respect for human rights. 

 

Section 2 Justices of the Supreme Court shall be limited to not more than two five year terms.

 
Section 3 The Chief Justice shall be elected by the Senate with the consent of the Associate Justices.

Section 4 States shall elect slavery free Justices of the Peace in every jurisdiction with wills, trusts and estates. 

 
Section 5 States shall transfer responsibility for the adjudication of mental disability to the board of mental health and social security administration.

 
Section 6 State shall provide for prosecutors to change their name to county or city attorney.
 
Section 7 States shall probate and parole criminal offenders to community correctional housing and equal employment opportunity programs to substantially and sustain ably reduce the prison population to meet international minimum standards of detention.
 
Section 8 Cases regarding US international trade, international affairs and ambassadors to and from the United States shall be adjudicated by the US International Tribunal in New York City.

 
Section 9 Federal officers convicted of crimes against humanity shall be impeached by the Senate with the exception of the President who is entitled to the attendance of the Chief Justice. 
Sec. 8 Human Rights Amendment

The Civil Rights Amendments HA-27-8-07 appends a Human Rights Amendments to the first section of the Civil Rights Act at Title 42 USC Chapter 21 Subchapter I General Principles §1980 and a 10 Based Community Corrections Equality Plan to Subchapter I-A Institutionalized Persons §1997k.  The United States was tricked by the codification of the civil rights statute to forfeit their liberty during the years and Congress must take responsibility for the integrity of the civil rights movement.

Human Rights Amendment

 
A. Human rights are indispensable and fundamental to civil rights, democracy and the rule of law.  It is imperative that USA ratify, uphold and enforce the International Bill of Rights comprised of three treaties and optional protocols: 

 

1. Universal Declaration of Human Rights of December 10, 1948, 

2. International Covenant on Economic, Social and Cultural Rights of 3 January 1976, ratified 5 October 1977
3. International Covenant on Civil and Political Rights of 23 March 1976, ratified 8 September 1992     

 

a. Optional Protocol of 23 March 1976 relating to the Human Rights Council 

b. Second Optional Protocol aiming at the abolition of the death penalty of 15 December 1989   
 

B. The death penalty was abolished by the Supreme Court of the United States in Furman v. Georgia 408 U.S. 238 (1972) when it was ruled that the then existing laws governing the use of capital punishment in the USA were unconstitutional.  This decision however failed to sway the legislature and the deviant practice was begun again in 1976 and must again be abolished.  

 

1. The US executed juveniles in violation to Art. 6(5) of the International Covenant on Civil and Political Rights 2200A (XXI) 1966 until Roper v. Simmons No. 03-633 Argued October 13, 2004--Decided March 1, 2005 abolished the death penalty for juveniles.  

 

2. As of 6 Dec. 2005 1002 prisoners had been executed in the USA.  

 

C. The Human Rights Council (HRC), is led by a High Commissioner of Human Rights who heads the Office of the High Commissioner for Human Rights (OHCHR).  There are 7 Committees that accept reports filed by Member nations and with the ratification of the Optional Protocol, from citizens.
 
1. Human Rights Committee was established in Part IV of the International Covenant on Civil and Political Rights of 23 March 1976
2. Committee on Migrant Workers was established in Part VII of the International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families 18 December 1990
3. Committee on Economic, Social and Cultural Rights (CESCR), unlike the other committees, was not established by its corresponding instrument - the International Covenant on Economic, Social and Cultural Rights of 3 January 1976                              

4. Committee on the Elimination of Discrimination against Women (CEDAW), was established in Part V of the Convention on the Elimination of All Forms of Discrimination against Women 3 September 1981.
5. Committee on the Right of the Child (CRC) was established in Part II of the Convention on the Rights of the Child of 2 September 1990
6. Committee on the Elimination of Racial Discrimination (CERD) was established in Part II of the International Convention on the Elimination of all Forms of Racial Discrimination of 4 January 1969
7. Committee against Torture (CaT) was established pursuant to article 17 of the Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of 26 June 1987
 

D. To fully uphold the Human Rights Council for their citizens the US must ratify the Optional Protocols to confer these rights to the individual. 

 

1. Optional Protocol to the International Covenant on Civil an Political Rights of 23 March 1976 relating to the Human Rights Committee 

2. Optional Protocol to the Convention on the Elimination of all Discrimination against Women of 22 December 2000
3. Optional Protocol to the Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of 4 February 2003
 
Sec. 9 10 Year Community Based Corrections Equality Plan Amendment 
 

A. The United States is estimated to detain over 2.2 million prisoners.   The US has the highest density of prisoners in the world with an estimated 724 per 100,000, 0.7%. Between 1980 and 2004 the prison population of the United States of America has quadrupled from a healthy 225 per 100,000 in 1981 to 724 per 100,000 in 2004.  

 

1. In 1981 there were only 503,586 prisoners 1,118,097 on probation and 220,438 for a total of 1,842,100 people under some sort of criminal justice surveillance.  

2. In 2004 there were 713,990 people in jail and 1,421,911 in prison for a total number of adult criminal detainees of 2,135,901 the most in the entire world and 4,151,125 people on probation and another 765,355 on Parole for a total of 6,996,500 under some form of criminal justice surveillance.

 

B. In both legislative and litigate practice Criminal sentences must be adjusted downward rather upward, mandatory minimum schemes eliminated and acquittals the norm for most crimes where there are significant mitigating factors. Blakely v. Washington No. 02-1632 of June 24, 2004

 

1. Communities must strive to detain not more than the legal limit of 250 prisoners per 100,000 citizens (0.25%).  This is calculated by adding the local jail, federal prison and state prisoner populations from any given county, multiplying by 100,000 and dividing that by the total population of that county.  

2. To achieve a prison population of less than one million, safely, the US must release more than 1 million prisoners, to community based corrections programs, over a period of 10 years. 

3. Every year the US must declare no less than 100,000 fewer prison beds than the year before, for 10 years, to uphold this Act in good faith.

 

C. Whereas 250 prisoners per 100,000 citizens is the legal limit for incarceration in any jurisdiction safeguards must be put in place to prevent politicians whose jurisdictions are over the limit from seizing high office on the power of the corruption of prison.  

 

1. Wherefore politicians from jurisdictions over the legal limit of 250 prisoners per 100,000 citizens shall not be permitted to run for high office in the federal or state government.

2. Exceptions can be made for politicians whose community corrections plans make substantial progress towards achieving the legal limit.   

 

Estimated Need for Community Corrections

 

Certain states saw more significant changes in prison population in 2006. Georgia had the biggest decrease, losing 4.6%, followed by Maryland with a 2.4% decrease and Louisiana with a 2.3% drop.  Montana and Kentucky were next in line with increases of 10.4% and 7.9%, respectively.  In South Dakota, the number of inmates increased 11% over the past year, more than any other state.   The State by State Prison Brief reveals that Texas, and Louisiana, have the most serious problems with prison population rates over 1,000 prisoners per 100,000 citizens.   Maine is the only State to have a prison population less than 300 per 100,000.  

 

Fig. 6 State by State Detention and Need for Community Corrections 30.6.2005

 
	Rank
	Correction

Agency
	Total Prison Pop. in 

1999
	State Prison Pop.
	Local Jail Population
	per 00,000
	Executions since 1976
	Estimated Need for Community Beds/Houses

	 
	US Military
	25,000
	 
	 
	 
	0 yes
	 

	 
	Federal
	179,220
	N/a
	N/a
	58
	3
	 

	1
	Maine
	3,608
	2,063
	1,545
	273
	0
	303/12

	2
	Minnesota
	15,422
	8,399
	7,023
	300
	0
	2,570/102

	3
	Rhode Island
	3,364
	N/a
	N/a
	313
	0 yes
	677/27

	4
	Vermont
	1,975
	N/a
	N/a
	317
	0
	417/17

	5
	New Hampshire
	4,184
	2,456
	1,728
	319
	0
	905/36

	6
	Massachusetts
	22,778
	10,159
	12,619
	356
	0
	6,782/271

	7
	North Dakota
	2,288
	1,344
	944
	359
	0
	695/28

	8
	Iowa
	12,215
	8,578
	3,637
	412
	 0 
	4,803/192

	9
	Nebraska
	7,406
	4,308
	3,098
	421
	3
	3,008/120

	10
	West Virginia
	8,043
	3,966
	4,077
	443
	0
	3,504/140

	11
	Hawaii
	5,705
	N/a
	N/a
	447
	0
	2,614/101

	12
	Washington
	29,225
	16,532
	12,693
	465
	4
	13,512/541

	13
	Utah
	11,514
	4,775
	6,739
	466
	6 
	5,337/214

	14
	New York
	92,769
	63,234
	29,535
	482
	 0 yes
	44,652/1,786

	15
	Illinois
	64,735
	44,669
	20,066
	507
	12 
	32,814/1,313

	16
	Montana
	4,923
	2,658
	2,265
	526
	2
	2,583/103

	17
	Oregon
	19,318
	12,769
	6,549
	531
	2
	10,223/409

	18
	New Jersey
	46,411
	28,790
	17,621
	532
	 0 yes
	24,601/984

	19
	Connecticut
	19,087
	N/a
	N/a
	544
	 1
	10,315/413

	20
	Ohio
	65,123
	44,270
	19,853
	559
	19
	35,998/1,440

	21
	Kansas
	15,972
	9,068
	6,904
	582
	0 yes 
	9,111/365

	22
	Pennsylvania
	75,507
	41,052
	34,455
	607
	 3
	44,409/1,776

	23
	North Carolina
	53,854
	36,683
	17,171
	620
	39
	32,139/1,286

	24
	South Dakota
	4,827
	3,395
	1,432
	622
	0 yes 
	2,887/115

	25
	Maryland
	35,601
	23,215
	12,386
	636
	5
	21,606/864

	26
	Indiana
	39,959
	22,392
	17,567
	637
	16 
	24,277/971

	27
	District of Columbia
	3,552
	N/a
	N/a
	645
	 0
	2,175/87

	28
	Wisconsin
	36,154
	21,850
	14,304
	653
	 0
	22,313/893

	29
	Michigan
	67,132
	49,014
	18,118
	663
	 0
	41,818/1,673

	30
	Arkansas
	18,693
	12,568
	6,125
	673
	27
	11,749/470

	31
	California
	246,317
	164,179
	82,138
	682
	 11
	156,025/6,241

	32
	Wyoming
	3,515
	1,964
	1,551
	690
	1 
	2,242/90

	33
	Alaska
	4,678
	4,613
	65
	705
	0
	3,019/120

	34
	Missouri
	41,461
	31,000
	10,461
	715
	66 
	26,964/1,079

	35
	Kentucky
	30,034
	13,273
	16,761
	720
	 2
	19,605/784

	36
	Colorado
	33,955
	20,317
	13,638
	728
	 1
	22,295/892

	37
	Tennessee
	43,678
	19,445
	24,233
	732
	 1
	28,761/1,150

	38
	Nevada
	18,265
	11,155
	7,110
	756
	11
	12,225/489

	39
	Virginia
	57,444
	31,020
	26,424
	759
	94
	38,523/1,541

	40
	New Mexico
	15,081
	6,567
	8,514
	782
	 1
	10,260/410

	41
	Idaho
	11,206
	7,419
	3,787
	784
	 1
	7,633/305

	42
	Arizona
	47,974
	32,495
	15,479
	808
	 22
	33,131/1,325

	43
	Delaware
	6,916
	N/a
	N/a
	820
	 14
	4,808/192

	44
	South Carolina
	35,298
	23,072
	12,226
	830
	 35
	24,666/987

	45
	Florida
	148,521
	84,901
	63,620
	835
	60
	104,054/4,162

	46
	Alabama
	40,561
	25,418
	15,143
	890
	34
	29,168/1,167

	47
	Oklahoma
	32,593
	23,008
	9,585
	919
	79
	23,727/949

	48
	Mississippi
	27,902
	16,480
	11,422
	955
	 6
	20,597/824

	49
	Texas
	223,195
	156,661
	66,534
	976
	355
	166,024/6,641

	50
	Georgia
	92,647
	47,682
	44,965
	1,021
	39
	69,962/2,799

	51
	Louisiana
	51,458
	19,591
	31,867
	1,138
	 27
	40,154/1,606

	 
	US Totals 
	2,193,798
                
	1,259,905 
	747,529 
	737
	1002 as of 6 Dec. 2005
	1,449,633/

57,985


 

 

Chapter 1

Balanced Account Deficit 

Sec. 10 $1 Trillion Account Deficit

Account Deficit = Budget Deficit + International Trade Deficit

In 2007 the USA managed to beat the trillion dollar account deficit.  An account deficit is defined as the sum of the budget and international trade deficits.  More obscure methods result in different figures to conceal the obvious.  Since 2004 the account deficit has been over a trillion dollars.  In 2004 it was - $1077 billion, in 2005 - $1183 billion, in 2006 the account deficit began to decline at the end of the year to - $1007 billion, this 2007 it is down to an estimated - $868 billion.   The trade deficit has declined to a lucky -$711 billion and the budget deficit is estimated between -$150 and -$200 billion wherefore the account deficit is between -$861 and -$911 billion.  The US became aware of the trillion dollar account deficit in December 2006, and succeeding in bringing the account deficit below one trillion dollars.  This is sustainable development.   
Fig. 1-1 Balancing the Trillion Dollar Account Deficit in billions 2000 – 2010 

	Table 1-1
	Int’l
	Def
	OASI
	Rev
	Exp
	 Fed Def.
	Int. Trade
	Acct Def
	Debt
	GDP

	2000
	12
	294.50
	411.68
	2,025
	1,788
	87
	-452
	-365
	5,628
	9,719

	2001
	14
	305.50
	434.06
	1,991
	1,860
	-33
	-427
	-460
	5,770
	10,022

	2002
	15
	349.56
	440.54
	1,853
	2,011
	-317
	-483
	-800
	6,198
	10,339

	2003
	35
	388.87
	447.81
	1,782
	2,157
	-375
	-547
	-922
	6,780
	10,828

	2004
	15
	437.12
	457.12
	1,880
	2,292
	-412
	-665
	-1077
	7,355
	11,552

	2005
	17
	444.07
	479.89
	2,052
	2,479
	-400
	-783
	-1183
	8,058
	12,227

	2006
	25
	470
	507.09
	2,407
	2,655
	-248
	-759
	-1007
	8,451
	13,065

	2007
	30
	463
	537.85
	2,577
	2,771
	-170
	-711
	-880
	8,899
	13,721

	2008
	35
	485.2
	568.09
	2,771
	2,925
	-155
	
	
	9,364
	14,401

	2009
	40
	505.3
	599.95
	2,855
	3,071
	-215
	
	
	9,905
	15,120

	2010
	50
	515.3
	635.31
	2,950
	3,071
	-255
	
	
	10,501
	15,881

	HA
	
	
	
	 
	 
	 
	
	
	 
	 

	2007
	50
	450
	422.6
	2,577
	2,550
	27
	-711
	-679
	8,890
	13,721

	2008
	65
	400
	493.5
	2,771
	2,663
	108
	-700
	-562
	8,700
	14,401

	2009
	75
	375
	511.5
	2,855
	2,710
	145
	-625
	-445
	8,650
	15,120

	2010
	90
	390
	531.7
	2,950
	2,825
	125
	-500
	-335
	8,500
	15,881


Source: CBO and HA
The US has succeeded in bringing the account deficit below one trillion dollars but the budget and international trade continue present a significant challenge to economists and lawmakers.  The US must continue to make progress in import substitution and government budgeting.  Deficits are not acceptable.  The President must propose a balanced budget in the beginning of the year and Congress shall enforce spending limits and deficit targets.  To balance the budget the military and social security will have to bear the brunt of cut-backs whereas they are the accounts with the largest surplus.  Social security will solvent until 2017 and must be held to a pay as you go strategy.  Medicare needs to improve their oversight of unnecessary and excessive treatment and restrain the annual inflation of health care costs to no more than 3% to earn a raise in the tax rate from 2.9 to 3.0%.  The military needs the fiscal discipline imposed by the goal of $400 billion annual spending to continue making progress and must return surplus funds in excess of 25% reserve to the treasury.  
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With the devaluation of the US dollar and appreciation of the Euro and Chinese yuan American made goods should be cheaper and easier to sell in both domestic and foreign markets.  On average, the value of the dollar fell by 2.1 percent against the currencies of the United States’ major trading partners last year, and CBO expects declines of between 2 percent and 3 percent in 2007 and 2008.  The USA should appreciate Latin American currencies, particularly the Mexican peso to reduce demand for illegal migration and income equality.   
Sec. 20 US Current International Trade Account Deficit

The U.S. trade deficit declined slightly as record exports of farm goods, autos and other products offset a big jump in foreign oil prices. The deficit with China hit the second-highest level ever, reflecting strong demand for Chinese-made goods despite a string of high-profile recalls. The Commerce Department that the trade deficit edged down 0.3 percent in July to $59.2 billion (euro42.91 billion), compared with $59.4 billion (euro43.06 billion) the month before.  So far this year, the deficit is running at an annual rate of $711 billion (euro515.4 billion), down from $758.5 billion (euro549.84 billion) in 2006. Economists believe the trade balance will finally shrink this year after setting five consecutive records as American exporters benefit from strong economic growth in many countries overseas and a weaker dollar against many currencies and the devaluation of the dollar to its lowest against the Euro. That makes U.S. products cheaper on foreign markets and imports more expensive for American consumers. 

The U.S. current international trade account deficit expanded sharply in the latter part of the 1990s and the first half of the present decade.  In 1996, the U.S. deficit was $125 billion, or 1.6 percent of U.S. gross domestic product (GDP); by 2004, it had grown to $640 billion, or 5.5 percent of GDP.  The U.S. current account deficit has widened further in the past two years.  The international trade deficit rose from $640 billion in 2004 (5.5 percent of GDP) to $812 billion in 2006 (6.2 percent of GDP), although it fell a bit in the first quarter of this year, to $770 billion at an annual rate.  The U.S. current account deficit is certainly not sustainable at its current level.  

Globally, national current account deficits and surpluses must balance out, as deficit countries can raise funds in international capital markets only to the extent that other (surplus) countries provide those funds.  In China, rates of both saving and investment rose, but saving rates rose more, leading to an increase in that country's current account surplus of about $60 billion.  Outside of developing Asia, oil exporters in the Middle East and the former Soviet Union were also important contributors to the large increase in emerging-market current account balances.  The combined current accounts of the two regions increased from a surplus of $20 billion in 1996 to a surplus of $162 billion in 2004, an increase of about $140 billion. 

Fig. 1-3 Current Account Balances (Billions of U.S. dollars)

	Country or region
	1996
	2000
	2004
	2005
	2006

	Industrial
	31.1
	-304.7
	-296.5
	-502.5
	-607.3

	    United States
	-124.8
	-417.4
	-640.2
	-754.8
	-811.5

	    Japan
	65.7
	119.6
	172.1
	165.7
	170.4

	 

	    Euro area 
	77.3
	-37.0
	115.0
	22.2
	-11.1

	        France
	23.4
	22.3
	10.5
	-19.5
	-28.3

	        Germany
	-14.0
	-32.6
	118.0
	128.4
	146.4

	        Italy
	36.8
	-6.2
	-15.5
	-28.4
	-41.6

	        Spain
	-1.4
	-23.1
	-54.9
	-83.0
	-108.0

	 

	    Other
	12.9
	30.0
	56.6
	64.4
	45.0

	        Australia
	-15.4
	-14.9
	-38.5
	-41.2
	-40.9

	        Canada
	3.4
	19.7
	21.3
	26.3
	21.5

	        Switzerland
	22.0
	30.7
	50.4
	61.4
	69.8

	        United Kingdom
	-10.5
	-37.6
	-35.4
	-53.7
	-88.3

	 

	    Memo:
        Industrial excl.
        United States
	155.9
	112.7
	343.7
	252.3
	204.2

	 

	Developing
	-82.8
	124.7
	296.5
	507.9
	643.2

	    Asia
	-40.2
	77.0
	172.4
	245.1
	352.1

	        China
	7.2
	20.5
	68.7
	160.8
	249.9

	        Hong Kong
	-4.0
	7.0
	15.7
	20.3
	20.6

	        Korea
	-23.1
	12.3
	28.2
	15.0
	6.1

	        Taiwan
	10.9
	8.9
	18.5
	16.0
	24.7

	        Thailand
	-14.4
	9.3
	2.8
	-7.9
	3.2

	 

	    Latin America
	-39.1
	-48.1
	20.4
	34.6
	48.7

	        Argentina
	-6.8
	-9.0
	3.2
	3.5
	5.2

	        Brazil
	-23.5
	-24.2
	11.7
	14.2
	13.6

	        Mexico
	-2.5
	-18.7
	-6.7
	-4.9
	-1.5

	 

	    Middle East
	15.1
	72.1
	99.2
	189.0
	212.4

	    Africa
	-5.2
	7.2
	0.6
	14.6
	19.9

	    Eastern Europe
	-18.5
	-31.8
	-58.6
	-63.2
	-88.9

	    Former Soviet Union
	5.2
	48.3
	62.6
	87.7
	99.0

	 

	    Memo:
        Developing Asia
        excl. China
	-47.4
	56.5
	103.7
	84.3
	102.2

	 

	Statistical discrepancy
	-51.6
	-180.0
	0.0
	5.4
	35.9
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Real exports picked up in the second quarter, increasing 7.6 percent after increasing 1.1 percent. Exports of goods accelerated and contributed 5.10 percentage points to growth in real exports of goods and services. The acceleration reflected upturns in industrial supplies and materials and in nonautomotive capital goods and accelerations in automotive vehicles, engines, and parts and in foods, feeds, and beverages. In contrast, “other” exports turned down, and nonautomotive consumer goods slowed. Exports of services accelerated, mainly reflecting accelerations in other private services and in travel services. Passenger fares turned up. Real imports turned down, decreasing 3.2 percent after increasing 3.9 percent. Imports of goods turned down, mainly reflecting downturns in petroleum and products, in nonautomotive consumer goods, and in “other” imports. Nonautomotive capital goods decelerated, largely because of a downturn in imports of computers, peripherals, and parts. In contrast, imports of industrial supplies and materials turned up. Imports of services turned down, primarily reflecting a larger decrease in travel services and downturns in direct defense expenditures and in passenger fares. 

The US must greatly increase their production of goods and must capitalize upon their education by accounting for research reports and development contracts.  Only by keeping their services oriented to good deeds, such as balanced budgets and international development assistance, can the US hope to improve their balance of international trade.   

The Agreement on Trade Related Aspects of Intellectual Property Rights (TRIPS) accords to all people treatment no less favorable than that it accords to its own nationals with regard to the protection of intellectual property.  With regard to the protection of intellectual property, any advantage, favor, privilege or immunity granted to the nationals of any other country shall be accorded immediately and unconditionally to the nationals of all others without constituting any arbitrary or unjustifiable discrimination against anybody.  The protection and enforcement of intellectual property rights should contribute to the promotion of technological innovation and to the transfer and dissemination of technology, to the mutual advantage of producers and users of technological knowledge and in a manner conducive to social and economic welfare, and to a balance of rights and obligations.  In formulating or amending their laws and regulations, the people may adopt measures necessary to protect public health and nutrition, and to promote the public welfare in sectors of vital importance to their socio-economic and technological development.

Fig. 1-5: Top 5 US Trading Partners 2005 (in billions)

	Fig. 1-5
	Total
	Rank
	Exports
	Rank
	Imports
	Rank

	China
	-201,545
	1
	41,925
	4
	243,470
	2

	Japan
	-82,519
	2
	55,485
	3
	138,008
	4

	Canada
	-78,486
	3
	211,899
	1
	290,384
	1

	Germany
	-50,567
	4
	34,184
	6
	84,751
	5

	Mexico
	-49,744
	5
	120,365
	2
	170,109
	3


Source: Census and Bureau of Economic Analysis

To be competitive the US must export more goods and be more effective in implementing the policy of import substitution as our major trading partners do to manage their trade balance.  The US must pay particular attention to the credit that gained from having foreign assistance accredited as Official Development Assistance by the United Nations in both the debt forgiveness and export credit that gives us the resolve to never again have a $1 trillion account deficit or $800 billion trade deficit again.  The US Census Bureau and Bureau of Economic Analysis Report on US International Trade in Goods and Services was prepared with optimistic data from 1997 through the first three months of 2006.  

If the US will balance their budget and make significant reductions in their spending on the arms trade US made goods will sell much better in international markets and the domestic economy will be more successful in import substitution.  Services need to be more tightly linked to the sale of intellectual property; copyrights, trademarks and patents, for the US to claim export credit.  The US must support, in a non-discriminatory fashion, their international entrepreneurs and scholars by entering into bilateral and multilateral agreements for the benefit of their citizens.

Fig. 1-6 US International Trade (in million)

	Table 1-6
	Trade Def
	Exports
	Imports
	Petroleum 
	Exports 
	Imports
	ODA 

	2003
	-547,302
	713,415
	1,261,717
	-120,402
	12,693
	133,095
	35,000

	2004
	-665,410
	807,516
	1,472,926
	-163,378
	17,082
	180,460
	15,000

	2005
	-782,740
	894,631
	1,677,371
	-229,191
	22,664
	251,856
	17,000

	2006
	-829,000
	925,500
	1,727,000
	-278,000
	22,000
	300,000
	25,000


Source: US Census and Bureau of Economic Analysis

The single most volatile commodity in foreign exchange with the US is petroleum.  The Report on US International Trade in Goods and Services reports that in 2005 the US exported $22.7 billion and imported $251.9 billion in petroleum for a trade deficit of –229.2 billion in petroleum alone.  The US must begin to exploit new Alaskan oilfields or at least enjoy the benefits of labor on oil extraction construction and environmental contracts as the plan offers to reduce US dependency on foreign petroleum in the long run and create tax revenues from labor in the short term.  Petroleum is the single largest deficit in a commodity, the most precious to the account balance of US International Trade in Goods.   The mean estimate of recoverable oil under American-Made Energy and Good Jobs Act (H.R. 5429) in Alaska’s northern coastal plain is 10.4 billion barrels, a 50 percent increase in total U.S. proven reserves.  

A 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 for an investment of $728 billion in Alaska.  It is estimated that the oil exploration and construction project would to take from seven to ten years to begin producing $45 billion in oil revenues annually, an estimated $30 billion in taxes and $14.3 billion in federal royalties, depending of course on the price of oil that has conveniently for the consumers of regular gasoline but not yet for those of diesel, gone down to nearly pre-price increase prices.  

On 22 September the Associated Press reported that the oil leaks in Prudhoe Bay, Alaska, attributed to corrosion, led to a spill of 267,000 gallons and loss of 400,000 barrels a day around Aug. 6 and Aug. 10.  BP expects to run Department of Transportation approved diagnostic tests that should take a week when 200,000 more barrels of oil a day shall be produced as production is restored to normal.  Inflation of oil prices after Hurricane Katrina neared 50%.  Consumer prices went from less than $2 a gallon to over $3.  After negotiating with the oil companies regarding the inflation prices went back down to little more than $2 a gallon after August 11.  The US must both develop oil reserves and ratify the Kyoto Protocol.

Oil futures reached record highs. Of the 2 trillion barrels of proven oil in the Green River Formation between 800 billion and 1.2 trillion barrels are recoverable. That’s the amount of oil we can actually get out and use.  It’s estimated that tapping U.S. oil shale would decrease domestic oil prices by as much as five percent a year.  Light, sweet crude for October delivery fell 2 cents to $80.55 a barrel on the New York Mercantile Exchange, fluctuating after rising to a record $81.24 overnight in electronic trading.  October gasoline fell 1.16 cents to $2.0326 a gallon on the Nymex, while heating oil futures fell 2.08 cents to $2.2079 a gallon. October natural gas fell 37.5 cents to $6.278 per 1,000 cubic feet. Natural gas prices have been volatile in recent days as tropical weather threats to critical gas and oil infrastructure in the Gulf of Mexico have grown or subsided. In London, October Brent crude fell 42 cents to $76.56 a barrel on the ICE Futures exchange. 

At the pump, meanwhile, gas prices slipped 0.1 cent overnight to a national average of $2.787 a gallon. Retail prices, which typically lag the futures market, peaked at $3.227 a gallon in late May.  Crude inventories fell by 1.5 million barrels, on average, in the week ending Sept. 14, while gasoline supplies fell by 1.3 million barrels. Refinery utilization likely fell by 0.5 percentage point to 90 percent of capacity, and distillate inventories, which include heating oil and diesel fuel, rose by 1.1 million barrels. Last week, prices rose despite OPEC's decision to boost production by 500,000 barrels a day this fall. Many analysts and investors saw that increase as too little.  Oil prices drew additional support from new comments by Organization of Petroleum Exporting Countries officials that suggested the oil cartel won't increase production to push oil prices below $80 a barrel, Abdullah bin Hamad Al Attiyah, Qatar's oil minister said, 

"OPEC has done what it can.  I see no need for additional oil supply that the market won't absorb."
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Souce: Badiali, Matt. America to Stop all Oil Imports from the Middle East. Stansberry & Associates. 2006

The President has resisted efforts of Congress to tax oil companies in retaliation to the price hikes.  The President claims that it is not fair to single out a single industry.  General taxation of corporations and the wealthy is needed to redress to income inequality.  Specific taxation is needed to claim the illicit profits of price gouging.  

Sec. 30 Balancing the Budget

The end of the fiscal year for the federal government is on September 30 under 1USC(2)§105.  The military and social security must return surplus funds.  The federal government must account for these returns and not conceal them as revenues.  Congress agreed upon a pay as you go strategy under 2USC(20)I§902.  Now that the end of the fiscal year has arrived Congress must enforce the agreed upon spending limits under 2USC(20)§901 to achieve deficit targets under 2USC(20)I§903.   

Budget Deficit = Revenues – Expenditures

The White House predicts that the deficit this year drop to $205 billion. But the nonpartisan Congressional Budget Office predicts the government deficit will be "toward the lower end" of a $150 billion to $200 billion range. Democrats and the Bush administration have been at odds over the nation's fiscal situation. President Bush, has called on the Democratic-controlled Congress to show some restraint in its spending.  In FY 2007, the biggest spending categories are programs from the Health and Human Services Department, including Medicare and Medicaid, $560.2 billion; Social Security, $516.1 billion; military, $437.7 billion, and interest on the public debt, $385.1 billion. 

Fig. 1-8 Federal Savings 1998-2007




Source: CBO

Federal Government spending turned up, increasing 5.9 percent after a 6.3-percent decrease in the first quarter. The upturn in Federal Government spending reflected an upturn in national defense spending, which increased 8.6 percent after a 10.8-percent decrease in the first quarter.  Non-defense spending slowed, increasing 0.5 percent after a 3.8-percent increase in the first quarter.  Current receipts for the federal government are estimated by the BEA at $2,685.5 billion and expenditures at $2,876.9 billion yielding what they term a savings of - $191.4 billion.  CBO expects the 2007 deficit to total $158 billion, a $90 billion decline from the $250 billion deficit recorded for 2006.  For 2007, CBO anticipates a deficit of $158 billion, $47 billion less than OMB’s estimate of $205 billion.  Both agencies expect about the same amount of revenues to come in this year, but CBO anticipates $44 billion less in outlays than OMB does.  
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Government saving, the difference between current receipts and current expenditures of the Federal Government and state and local governments, was –$183.4 billion in the second quarter of 2007, increasing $40.9 billion from –$224.3 billion in the first quarter. Net Federal Government saving was –$191.4 billion in the second quarter, increasing $27.1 billion from –$218.5 billion in the first quarter. 

Current receipts accelerated, and current expenditures decelerated. Net state and local government saving was $8.0 billion in the second quarter, increasing $13.8 billion from –$5.8 billion in the first quarter. Current receipts and current expenditures decelerated. Net borrowing was $363.1 billion in the second quarter, decreasing $41.4 billion from $404.5 billion in the first quarter. 

Federal Government net borrowing was $249.2 billion in the second quarter, decreasing $26.4 billion from $275.6 billion in the first quarter. State and local government net borrowing was $113.9 billion in the second quarter, decreasing $15.0 billion from $128.9 billion in the first quarter. 
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Personal current taxes decelerated, reflecting decelera-
tions in both withheld and nonwithheld income taxes.

Taxes on corporate income accelerated, reflecting an
acceleration in corporate profits.

Contributions for government social insurance decel-
erated. First-quarter contributions were boosted by an
increase in the monthly premium paid by participants
in Medicare Part B in January and by an increase in
the social security maximum taxable wage base.

The current surplus of government enterprises turned
up, reflecting a postal rate increase that went into ef-
fect in May.

National defense consumption expenditures turned
up, reflecting an upturn in spending for services.

Nondefense consumption expenditures decelerated,
reflecting decelerations in compensation of employees
and spending for services. First-quarter compensation
was boosted by the Jamuary pay raise.

Government social benefits to persons decelerated.
First-quarter benefits were boosted by cost-of living
adjustments for social security, veterans pensions,
supplemental security income, and other programs.

Grants-in-aid to state and local governments deceler-
ated, reflecting a downturn in Medicaid geants.

Current transfer payments to the rest of the world
turned down. First-quarter payments were boosted by
economic support payments to Isracl and Egypt.

Interest payments decelerated, reflecting a decelera-
tion in interest paid on the public debt.

\| Capital transfer receipts turned up, reflecting an up-

turn in estate and gift tax receipts.



The general fiscal outlook for the coming decade remains about the same as what CBO projected in March. If the laws and policies currently in place did not change, the deficit for 2008 would fall slightly, to 1.1 percent of GDP, and then rise to about 1.5 percent of GDP for 2009 and 2010, CBO projects. In the years that follow, deficits would give way to small surpluses as a result of higher revenues associated with the scheduled expiration of tax provisions originally enacted in the Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA) and the Jobs and Growth Tax Relief Reconciliation Act of 2003 (JGTRRA). Total outlays are projected to remain steady at roughly 20 percent of GDP over the next 10 years. Total revenues are projected to remain close to 19 percent of GDP through 2010 about their level in 2007 and then rise to more than 20 percent following the scheduled expiration of EGTRRA and JGTRRA.
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CBO estimates that federal debt will reach the current limit of $8.965 trillion sometime during the last calendar quarter of 2007.  At the end of 2007, CBO expects, debt held by the public will total $5.0 trillion and debt held by government accounts will equal $3.9 trillion. Under the assumptions governing the baseline, net interest costs are projected to rise from $253 billion in 2008 to a peak of $292 billion in 2012 an average annual increase of 3.7 percent.  After 2012, net interest slowly falls by an average rate of 1.0 percent a year to $278 billion in 2017. Relative to GDP, net interest is projected to remain steady at 1.8 percent through 2010 and then slowly fall to 1.3 percent by 2017.   The federal debt is unsustainable and threatens future generations.  

The federal government must resolve to stay out of debt, and in fact make progress paying off the debt with widely respected pretend payments such as achieving targets for Official Development Assistance in exchange for debt relief from export credit to establish a tied aid credit program 12USC(6A)§635q whereby the Secretary of State shall exercise authority in cooperation with the Administrator of the Agency for International Development to claim debt relief credit for Official Development Assistance that meets the approval of the United Nations.  The United States is entitled to debt relief for cash assistance provided by the world’s greatest debtor , the United States of America, to the Heavily Indepted Poor Countries Initiative of the IMF and World Bank.  
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Over the long term, the budget remains on an unsustainable path. Unless changes are made to current policies, growing demand for resources caused by rising health care costs and the nation’s expanding elderly population will put increasing pressure on the budget. Federal spending on Medicare and Medicaid is expected to total 4.6 percent of GDP this year, and, without changes in law, such spending will rise to 5.9 percent of GDP in 2017—an increase of nearly 30 percent in just 10 years, CBO estimates. Over the same period, spending on Social Security will rise from 4.2 percent of GDP to 4.8 percent.  Medicare and Medicaid have increased about 2.5 percentage points faster per year than has per capita GDP.  If those costs continue to increase at that rate, federal spending on those two programs alone would rise from 4.6 percent of GDP this year to about 20 percent by 2050. Demographic changes in the programs can explain only about 2.5 percentage points of that increase, underscoring that the rate at which health care costs grow, not the aging of the population, is the key determinant of the nation’s long-term fiscal outlook.  A 3 percent cap on annual inflation in health care costs has been proposed to sustain ably keep the health sector in sync with the economy and eliminate the corruption driving this disproportionate inflation.

Fig. 1-13: Comparative Deficit Projection

	Table 1-2
	2004
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	President’s Budget Projection
	-521
	-427
	-423

-503 (high)
	-339
	-188
	-157
	-123
	-127

	OMB Actual 
	-413
	-318
	-248 (low)
	-170-1
	
	
	
	

	HA Petitioned
	
	
	-178

(adjusted)
	24
	33
	50
	100
	111


Sec. 40 Taxation

The roots of IRS go back to the Civil War when President Lincoln and Congress, in 1862, created the position of commissioner of Internal Revenue and enacted an income tax to pay war expenses. The income tax was repealed 10 years later. Congress revived the income tax in 1894, but the Supreme Court ruled it unconstitutional the following year.  In 1913, Wyoming ratified the 16th Amendment, providing the three-quarter majority of states necessary to amend the Constitution. The 16th Amendment gave Congress the authority to enact an income tax. That same year, the first Form 1040 appeared after Congress levied a 1 percent tax on net personal incomes above $3,000 with a 6 percent surtax on incomes of more than $500,000. 

In 1918, during World War I, the top rate of the income tax rose to 77 percent to help finance the war effort. It dropped sharply in the post-war years, down to 24 percent in 1929, and rose again during the Depression. During World War II, Congress introduced payroll withholding and quarterly tax payments.  In the 50s, the agency was reorganized to replace a patronage system with career, professional employees. The Bureau of Internal Revenue name was changed to the Internal Revenue Service. Only the IRS commissioner and chief counsel are selected by the president and confirmed by the Senate. The IRS Restructuring and Reform Act of 1998 prompted the most comprehensive reorganization and modernization of IRS in nearly half a century. The IRS reorganized itself to closely resemble the private sector model of organizing around customers with similar needs.

The Tax Reform Act of 1986 (TRA86), the most comprehensive revision of the Internal Revenue Code since 1954, had a major impact on business decisions in the period after 1986 through broadening of the tax base of both individuals and corporations, tightening the cor​poration “alternative minimum tax,” limiting losses from passive activities, and repealing the long-term capital gain exclusion. The most marked effect has been on the changes made to the individual and corporate marginal tax rates. In pre-TRA86, the highest individual rate (50 percent) exceeded the highest corporation rate (46 percent) by 4 percentage points. TRA86 reversed this trend, starting in 1987 and continuing with the phase-in of lowered rates in 1988-1990 of 34 percent for corpora​tions and 28 percent for individuals. 

However, for 1991 and 1992, this difference between the corporate and individual marginal rates was cut in half when the top rate for the latter was increased to 31 percent. Beginning for Tax Year 1993, the top individual rate increased to 39.6 percent, surpassing the rate of 35 per​cent for the highest corporation incomes, and restoring the pre-TRA relationship where the highest individual rate exceeded the top corporate rate. In fact, the differ​ence of 4.6 percentage points between the individual rate and the corporation rate is similar to the pre-TRA86 difference of 4 percentage points, providing a reversal of the post-TRA incentive to switch to business types taxed solely at the individual level. However, this incen​tive declined with the lowering of top individual rates beginning for 2001.

Fig. 1-14: Effective Federal Tax Rates 1979 & 2000

	Income Group
	Effective Tax Rate (percent)
	Share of Taxes Paid (percent)
	Share of Pretax Income (percent)
	Average After-Tax Income (2000 $)

	
	1979
	2000
	1979
	2000
	1979
	2000
	1979
	2000

	All
	22.2
	23.1
	100.0
	100.0
	100.0
	100.0
	40,700
	57,000

	Lowest 20%
	8.0
	6.4
	2.1
	1.1
	5.8
	4.0
	12,600
	13,700

	Second 20%
	14.3
	13.0
	7.2
	4.8
	11.1
	8.6
	25,600
	29,000

	Middle 20%
	18.6
	16.7
	13.2
	9.8
	15.8
	13.5
	36,400
	41,900

	Fourth 20%
	21.2
	20.5
	21.0
	17.4
	22.0
	19.6
	47,700
	59,200

	Top 20%
	27.5
	28.0
	56.4
	66.7
	45.5
	54.8
	84,000
	141,400

	Top 10%
	29.6
	29.7
	40.7
	52.2
	30.5
	40.6
	106,300
	201,400

	Top 5%
	31.8
	31.1
	29.6
	41.4
	20.7
	30.7
	140,100
	299,400

	Top 1%
	37.0
	33.2
	15.4
	25.6
	9.3
	17.8
	286,300
	862,700

	Source: Congressional Budget Office. 2003. Effective Federal Tax Rates, 1997-2000. August


Federal, state, and local tax receipts have nearly tripled as a percentage of GDP over the last 70 years - rising from 9.5 percent in 1929 to 26.2 percent by 2002.  As a percentage of income the average US taxpayers pay 34% of their income. From the late 1960s through the late 1990s, the level of total government receipts largely stabilized, remaining between 25 and 27% of GDP.  Since 1929, the federal government has significantly increased rates and expanded the base of the individual income tax and created contribution-based entitlement programs in Social Security and Medicare (the receipts of which together measure 6.5% of GDP in 2002, 13.5% of income). Social insurance receipts ballooned after the introduction of Medicare in 1965. By contrast, the individual income tax, after explosive growth in World War II, grew very slowly in the post-war era until the late 1990s, when it eclipsed state and local taxation in 1998 and peaked at 10.2% of GDP or 18% of income in 2002.  
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The IRS reports that the Treasury received receipts totaling $2,537 billion in 2006.  $1,236 billion were from individual income tax, $107.3 billion were from corporate income tax, $815 billion were from employment taxes, $58 billion from excise taxes collected by the IRS, $18 billion from the taxation of sales of alcohol, tobacco and firearms and $18 billion from estate and gift taxes.  

The BEA reported that gross receipts of federal, state and local governments totaled $4,024.1 billion and expenditures $4,173.7 billion in 2006, before the return.  

1. The federal government had receipts of $2,581.5 billion and expenditures of $2,712.7 billion. Federal tax receipts not including contributions for social insurance totaled $1,590.6 billion, $1,086.2 billion from personal income, $97.9 billion from taxes on production and imports, $388.5 from taxes on corporate income and $18 billion from taxes from the rest of the world.  $932.4 billion were contributed to social insurance programs and another $27 billion from income on assets.  

2. State and local governments had receipts of $1,800.8 billion and expenditures of $1,819.2 billion.  State tax receipts totaled $1,243.7 billion, $300.2 billion from personal taxes, $875 billion from taxes on production and imports, $68.5 billion from taxes on corporate income.  States also received $24.8 billion in contributions to government social insurance, $78.2 billion in receipts on assets, $463.3 in current transfer receipts, $358.2 billion in federal aid grants that are excluded from revenue calculations and $105.2 billion in other receipts.  

Gross federal receipts show a growth of $268 billion from 2005 to 2006 a 11.8% growth rate.  The BEA explains personal income increased 6.3% in 2006, the highest annual growth rate since the current expansion began in December 2001.  In 2005, personal income grew 5.2%. Notably, personal current taxes, which are deducted from personal income to obtain the amount available for spending or saving, increased 13.1% in 2006, more than double the growth rate of personal income.  This does not make sense.  Although there has been stepping up of tax enforcement there has been no raise in taxes.  This increase in revenues is a continuing mystery from the end of fiscal year 2006 when it was presumed that the military surplus, lent through Treasury bonds from the social security surplus, was being returned through fictitious or specially contracted corporate and personal income taxes in order to justify further emergency supplemental military spending.  On the other hand State tax revenue grew 8.2 percent in fiscal year 2004 and 11 percent in 2005.
The IRS reports that in 2005 $2,269 billion in revenues were collected and $270 billion were returned for net collections of $1,999 billion.  

1. Of the $307 billion in corporate income taxes collected $34 billion were returned for net collections of $273 billion.  

2. Of the $1,108 billion in individual income taxes collected $228 were returned for net collection of $880 billion.   

3. Of the $771 billion collected in employment taxes funding the Old Age, Survivors, Disability, Hospital Insurance and Unemployment Insurance $5 billion were returned for net collection of $766 billion.  

4. Of the $26 billion collected in estate and gift taxes $0.9 billion were returned for net collections of $25 billion. 

5. Of the $57 billion in excise taxes collected $2 billion were returned for net collections of $55 billion.   

More than one in six taxpayers in 2004 received the Earned Income Tax Credit.  The federal credit, which offers tax refunds this year of up to $4,716 for a parent with two children who makes $12,000 to $15,000, has emerged as one of the largest aid programs for the working poor. The amount of the credit for such parents gradually declines, reaching zero as their incomes hit $38,000.  The number of people receiving the credit rose to 21.7 million in 2004 from 18.8 million in 2000.  At least 19 states and three local governments, including New York City, San Francisco and Montgomery County, Md., offer similar credits against state and local taxes.  

Childless adults and non-custodial fathers receive little from the earned income credit; their maximum benefit this year will be $428 and begins phasing out at an annual income of $7,000. Of the nation’s 139 million estimated nondependent tax units, 18 million do not file an income tax return. More than 60 percent of these non-filers are singles, but a quarter are married without dependent children. Almost all non-filers have estimated adjusted gross income of less than $10,000. They are also disproportionately elderly: those aged 65 or above account for less than 20 percent of all nondependent tax units, but more than half of all non-filing units. An additional 42 million tax units file an income tax return but owe no more than $500 in income tax after credits. Of these, 34 million either owe no income tax or receive a net income tax refund after credits.

Corporations, in this analysis, are subdivided into those taxed at corporate rates (taxable or C corporations), and those electing to be taxed through their shareholders at individual income tax rates. The latter group includes Subchapter S corporations (or sim​ply S corporations), Regulated Investment Companies (RICs), and Real Estate Investment Trusts (REITs), all of which are not taxed at the enterprise level but whose income similarly flows through to their owners, where it is subject to tax. C or taxable corporate income is gen​erally taxed directly at the business level, then again at the shareholder level, at the applicable rates on dividend income.  The number of businesses doubled between 1980 and 2002, from 13 million in 1980 to over 26 million in 2002. Overall, the growth was relatively steady, with increases in all years, including even those with declines in real GDP (1980-1982, 1990-1991, and 2000-2001). Sole proprietorships were the largest and most stable component of business entities, accounting for between 68.6 percent and 74.5 percent of overall busi​ness entities in all years and growing by 3 percentage points in the 22-year period, from 68.6 percent in 1980 to 71.6 percent in 2002. C corporations, on the other hand, accounted for 16.6 percent of business entities in 1980, but their percentage fell steadily to 8.0 percent in 2002. S corporations accounted for only 4.2 percent of business entities in 1980, but their share increased substantially, particularly in the period following the 1986 Tax Reform, to 11.9 percent in 2002. Partnerships were also a relatively stable portion of the business entity types, declining modestly from 10.6 percent in 1980 to 8.5 percent in 2002. 

State and local taxation is much more diversified than the federal system of taxation.  States tax personal and corporate income, sales, cigarettes, alcohol, motor vehicle sales and licensing, gasoline and property primarily in the form of home ownership.  The Tax Policy Center reports that in 2004 the national average of state and local expenditure totaling $1,819.2 billion amounted to 19.61% of personal income estimated at $9.7 trillion, or $6,500 per capita.  By source these expenditures as a percentage of personal income are 4.4% intergovernmental from the federal government, 4.7% non tax charges, 3.3% property taxes, 2.5% general sales, 2.2% individual income, 0.4% corporate income, and 2% other taxation.  Forty-three states and the District of Columbia have an individual income tax.  Arkansas, Florida, Nevada, South Dakota, Texas, Washington, and Wyoming do not tax personal income, while New Hampshire and Tennessee only tax dividends and interest. Eight states (Colorado, Illinois, Indiana, Massachusetts, Michigan, New Hampshire, Pennsylvania, and Tennessee) apply a single tax rate to all taxable income. The remaining states mimic the federal income tax and have multiple tax brackets and rates. Social security benefits tend to be immune from taxation although in many states people with equivalently low earnings are taxed.   

The amount of taxes paid is highly controversial and varies widely between states.  The $4,024.1 billion in gross revenues collected by the federal, state and local governments includes a significant number of non tax revenues, particularly on the part of states who generate an estimated 50% of their revenues from non tax sources such as the federal intergovernmental grants and license fees.  Furthermore the vast majority of state taxation occurs innocuously in the form of general sales taxes and vice taxes on alcohol, tobacco and automobiles.  Whereas these indirect forms of taxation impact upon personal income they are included in the 10.4% average rate of state and local taxation although not deducted from the calculation for post tax disposable personal income.  Broken down this means that 3.3% of personal income is spent on property taxes, 2.5% general sales taxes, 2.2% state individual income taxes, 0.4% state corporate income tax, and 2% other taxation to state and local governments.  The vast majority of taxes are paid to the federal government.  In 2000 the lowest 20% of taxpayers pay 6.4% of their  income as federal taxation.  The second quintile pay 13%.  The third quintile 16.7%.  The fourth quintile 20.5%.  The fifth, top quintile pay 28%.  The top 10% pay 29.7%.  The top 5% pay 31.1%. The top 1% pay 33.2%.  

The United States raises significantly lower tax revenues as a percentage of gross domestic product than do most other countries in the OECD. In 2003 taxes in the United States, including all levels of government, amounted to 25.6 percent of GDP, down from 29.6 percent of GDP in 2000.  Other countries in the G7 raised 33.9 percent of GDP, while non-G7 OECD countries raised 34.7 percent. Within the OECD, Mexico raised the least tax revenues at 19 percent and Sweden the most at 50.6 percent. (The recovery of corporate profits and the stock market since 2003 subsequently boosted U.S. tax revenues to 26.8 percent of GDP in the first three quarters of calendar year 2005.).  Compared with other OECD countries, the United States relies more heavily on income taxes as a source of revenue and less on taxes on goods and services. In 2003 the United States raised 43.3 percent of its revenue from corporate and personal income taxes, compared with 30.5 percent for the rest of the G7 and 34.3 percent for non-G7 OECD countries. But unlike other OECD countries, the United States does not impose a value-added or other form of national sales tax. 

In conclusion, taxpayers pay between 8% and 44% of their income in taxation, 34% on average.  Gross receipts by federal, state and local governments totaled $4,024.1 billion and expenditures $4,173.7 billion in 2006.  The federal government had receipts of $2,581.5 billion and expenditures of $2,712.7 billion. State and local governments had receipts of $1,800.8 billion and expenditures of $1,819.2 billion.  State tax receipts totaled $1,243.7 billion.  Whereas gross federal tax revenues have increased 11% it can be expected that tax returns will increase from $270 billion to $300 billion.  The Tax Foundation estimates for Tax Freedom Day that Americans work longer to pay for government, 120 days, than they do for food, clothing and housing combined, 105 days.  Americans work and estimated 79 days to afford federal taxes and 41 days to afford their state and local taxes.  This makes taxation a bigger financial burden than housing and household operation 62 days, health and medical care 52 days, food 30 days, transportation 30 days, recreation 22 days and clothing and accessories 13 days.  Tax Freedom Day is calculated as the day by which time the average American has worked enough to pay their tax obligations to the government.  According to the 2007 calculations of the Tax Foundation this day falls on April 31.     
Sec. 50 Poverty and Social Security 

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.   

Social security revenues represent 6.34% and expenditures 5.77% of the $13.85 trillion gross domestic product.  162 million workers, 54% of the 300 million population, had earnings covered by a 13.85% in social security taxation.  Workers and employers each paid 6.2% OASDI tax on the first $94,200 of earnings and 1.45% Medicare tax on all wages. Self-employed individuals paid 12.4% on OASDI and 2.9% on Hospital Insurance.  To eliminate poverty SSA would only need to tax the income of the wealthy.  There is an enormous backlog of disability insurance petitions of 700,000 with the Administrative Law Judges and 1.6 million with the administrative staff of petitioners unhappy with their level of benefits.      
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The Social Security Administration is the only reliably solvent agency in the federal government.  SSA has been turning an enormous profit selling bonds to other federal agencies for decades – financing the deficit. CBO recognizes that there is no danger of insolvency in the trust funds until 2017 when the tax rates will probably need to be adjusted upwards.  In fact it is the enormous solvency of the trust funds that is disturbing.  As of 31 December 2006 OASDI had $2,048.1 billion in savings, $1,844.4 billion in OASI and $203.9 billion in DI.  Having accumulated the largest savings account in the world at a time when citizens have ceased to save any money and the federal government is running a deficit SSA has a responsibility for both the alleviation of poverty and to balance the federal budget.  Having failed to alleviate poverty as they promise SSA has no excuse to withhold surplus funds from the cause of eliminating the budget deficit.  

Fig. 1-17 Plan to Eliminate the Budget Deficit with the SSA Surplus 2007-2012
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SSA should make returns to the Treasury equivalent to two thirds the amount needed to balance the budget not to exceed all tax revenues in excess of the cost of benefits and one half of their interest earnings so that SSA would still show a profit and the trust funds would grow, albeit at a slower rate.  Using the Intermediate projections of the OASDI Trustees in 2007 2/3 of the deficit is $117 billion, slightly more than the difference between tax revenues and cost plus half interest earning thereby limiting contributions to the Treasury from SSA to $115.3 billion, leaving $73.2 billion to bring the trust fund balance to $2,121.3 rather than $2,236.6 billion at the end of 2007.  The deficit is projected to be less or non-existent in future years in the short term so 2/3 of need is calculated.  The accumulation of the OASDI balance is actually more reasonable after making contributions and the fund crosses the $3 trillion threshold in 2012 rather than 2011 as it would under current intermediate projections. 


Fig. 1-18: Trust Fund Balance Accumulation (in billion) 2005-2010

	Table 1-5
	OASI
	OASI bal
	DI
	DIbal
	HI
	HIbal
	SMI
	Smibal
	Total  Savings

	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


Source: Office of Management and Budget

To Balance the Budget the federal government must savor the $2 trillion social security trust fund balance since 2005.  Social Security programs, including retirement insurance, must begin to limit their appropriations to cost of benefits and make sure that the trust funds invest at least a portion of their revenues in benefits to keep these funds alive.  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.  

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.  FY 2007 it is hoped to keep funding for the Old Age Survivor Disability Insurance Trust Fund to $500 billion so as to utilize a portion of income interest in order to assure the future solvency of the trust funds by sparing the damages to the dollar that would be caused by further deficits.  
Much of our collective sense of freedom and safety comes from our community’s commitment to a few key values: democratic governance, respect for fundamental rights, rule of law and equal rights for the poor. Real median household income in the United States rose by 1.1 percent between 2004 and 2005, reaching $46,326, according to a report released today by the U.S. Census Bureau. Meanwhile, the nation’s official poverty rate remained statistically unchanged at 12.6 percent – 37 million in 2005. The percentage of people without health insurance coverage rose from 15.6 percent to 15.9 percent (46.6 million people).   

Poverty rates remained statistically unchanged for blacks (24.9 percent) and Hispanics (21.8 percent). The poverty rate decreased for non-Hispanic whites (8.3 percent in 2005, down from 8.7 percent in 2004) and increased for Asians (11.1 percent in 2005, up from 9.8 percent in 2004). The poverty rate in 2005 for children under 18 was 12.9 (17.6 percent) remained higher than that of 18-to-64-year olds that was 20.5 million (11.1 percent) and that of people 65 and older 3.6 million (10.1 percent).  

There were 7.7 million families in poverty in 2005, statistically unchanged from 2004. The poverty rate for families declined from 10.2 percent in 2004 to 9.9 percent in 2005.  The poverty rate is likely to have increased FY 2006 and in FY 2007 both employers and social security must be accountable for the relief of all people living below the national poverty line of $1,200 a month with reasonable minimum wages and $1,000 monthly benefits checks to give the disabled and discriminated a fighting chance to afford the prevailing cost of living and save.

Sec. 60 Military Overspending

Since September 2001, the Congress and the President have provided a total of $602 billion in budget authority for military and diplomatic operations in Iraq, Afghanistan, and other regions in support of the war on terrorism and for related veterans benefits and services.  Specific appropriations, which averaged about $93 billion a year from 2003 through 2005, have risen to $120 billion in 2006 and $170 billion in 2007.  According to estimates by the Congressional Budget Office (CBO), about $533 billion of the appropriated sums has been allocated for U.S. military operations and other activities carried out by the Department of Defense (DoD). Lawmakers have also provided approximately $30 billion to train and equip indigenous security forces in Iraq and Afghanistan. In addition, $39 billion has been provided for reconstruction and relief efforts, diplomatic and consular operations, embassy construction, economic support, and foreign aid.  
DoD reports that it has obligated almost $11 billion per month thus far in 2007 for operations in Iraq and Afghanistan and for other activities related to the war on terrorism, an increase of nearly $3 billion compared with average monthly obligations in 2006. Operation Iraqi Freedom accounted for approximately 85 percent of all reported obligations; Operation Enduring Freedom accounted for another 15 percent. CBO projects outlays of roughly $115 billion for war-related defense activities in 2007, an average of between $9 billion and $10 billion a month. Of the funds appropriated for international affairs activities related to the war close to $25 billion has been spent through 2006 and that another $5 billion will be spent in 2007.
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Congress is responsible for establishing spending limits to reduce the deficit.  If waste, fraud and abuse in Defense programs can be reigned in for a gross aggregate military expenditure of not more than $400 billion it might be possible to balance the budget this 2007.  However neither the President nor Congress have demonstrated a competency to balance the budget.  The experience with balancing the budget at the turn of the millennium and in FY 2006 reinforce the neo-classical principle that levies for war cause the government to get into debt and that by restraining military spending a little bit dramatic progress can be made eliminating the budget deficit.  By reducing defense spending in FY 2006 to $470 billion from $501 billion the deficit was miraculously reduced from $320 billion to $250 billion.  

A considerable amount of this savings, $30-$50 billion can be attributed to the return of surplus funds allocated the military, the rest is probably the result of the improved functioning of the real economy as the result of the flight of military capital although their interests seem to control GDP statistics.  Throughout the 1990s military spending was kept below the cap of $300 billion, that most people considered too high, in the first decade of the 21st century all discipline was removed from military spending under the guise of the levy for the Global War on Terror and more recently the troop surge.  It is not too late to restore limits to military spending and crack down on the laundering monetary instruments under 18USCI(95)§1956.  
Fig. 1-20 Defense Budget and Federal Budget Deficit 1990-2006
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Source: Office of Management and Budget Historic Budget Tables
A Military budget of $400 billion after $60 billion reduction in superfluous Cold War armament and weapons maintenance is possible. In the 2007 defense budget: $111 billion (about 25 percent) will be spent on the pay and benefits of 1.4 million active duty and 800,000 selected or ready reserve military personnel. (The pay of a reservist who is mobilized or called to active duty, as 400,000 have been since September 11, is funded in the supplemental appropriation.) 

Fig. 1-21: Long Range Forecast of DoD 2005-2011 (in billions)

	
	2005
	2006
	2007
	2008
	2009
	2010
	2011

	DoD
	483.9
	468.2
	441
	464.2
	483.8
	493.9
	504.2

	Total National Defense
	505.8
	491.8
	463
	485.2
	505.3
	515.3
	526.1

	S Con Res 21 Budget Authority
	
	
	619.4
	648.8
	584.7
	545.3
	551.1

	S Con Res 21 Out lays
	
	
	560.5
	617.8
	626.9
	572.9
	558.4

	HA DoD
	
	
	450
	400
	375
	390
	400


Source: DoD. Table 1-2 National Defense Budget Estimates FY 2007 March 2006 and S.CON.RES.21.ES 
The Pentagon spends $154 billion or 33 percent of its budget on routine operating and maintenance costs for its 21 Army and Marine active and reserve ground divisions, 11 Navy Carrier battle groups, and 31 Air Force, Navy and Marine air wings. Included in this are pay and benefits for the 700,000 civilians employed by the Department of Defense. (The operations and maintenance costs of the forces in Iraq are also covered in the supplemental appropriation.) Another $174 billion or 38 percent of the budget goes for new investment. This is broken down into $84 billion for buying new planes and ships and tanks; $73 billion for doing research and developing and testing new weapons; and $17 billion for building the facilities for the troops and equipment. The vast majority of the final 5 percent or $24 billion is spent by the Department of Energy on maintaining and safeguarding the 10,000 nuclear weapons in our inventory.  At the end of the fiscal year, DoD must return surplus funds in excess of 25% reserve. 

Fig. 1-22: US Gross Aggregate Military Expenditure (in billion) FY2004-2010

	Table 1-3
	2004
	2005
	2006
	2007
	2008
	2009
	2010

	President’s Military Spending Request
	437 
	444 
	510
	471
	436
	460
	485

	Congressional Spending Limit
	N/a
	N/a
	400
	400
	400
	400
	400


Source: White House

Congress must come to grips with the budget deficit.  The US must reduce spending from 50% of global spending to less than 25% and forfeit Cold War weapons for lower maintenance costs, wherefore the USA will be proportionally more peaceful with the money spared from the arms trade.  Congress must make their final accounting for the military in FY 2006 and forfeit money held in excess of 25% of annual appropriations a move that is expected to reduce US military expenditure from $500 to $400 billion.  It is prohibited for a military agency to keep more than 25% of annual operating costs.  To balance the budget military efficiency must be limited to less than $400 billion .

Sec. 70 Real Estate Market

Fig. 1-23: Home Sales and Foreclosure Estimates 2004-1st Quarter 2007

	Year
	Home Sales (annually adjusted)
	Change in annual Home Sales
	Foreclosure Filings
	Change in Foreclosures

	2004
	6,778,000
	N/A
	677,586
	N/A

	2005
	7,076,000
	4.3%
	885,000
	25%

	2006
	6,478,000
	-8.5%
	1,259,118
	42%

	January 2007
	6,440,000
	-0.5%
	130,511
	24.4%

	February
	6,680,000
	3.1%
	130,786
	0.2%

	March
	6,120,000
	-5.5%
	149,150
	14%


Source: Total Existing Home Sales, National Association of Realtors; Foreclosures, Realty Trac.

Sales of both new and existing homes dropped sharply after their peak in the summer of 2005, the inventory of unsold homes has soared, and the number of single-family and multifamily housing starts has fallen nearly 30 percent since the beginning of last year. At the same time, homes are appreciating more slowly and in some markets prices are even declining.  After more than a decade of setting one sales record after another the housing market entered a period of somewhat lower sales and less robust price gains in late 2005 and early 2006.  Existing-home sales peaked at over 7.2 million units in the second half of 2005 but have declined steadily through the first half of 2006. 

The number of foreclosure filings reported in the U.S. last month more than doubled versus August 2006 and jumped 36 percent from July, a trend that signals many homeowners are increasingly unable to make timely payments on their mortgages or sell their homes amid a national housing slump.  A total of 243,947 foreclosure filings were reported in August, up 115 percent from 113,300 in the same month a year ago, Irvine, Calif.-based RealtyTrac Inc. said Tuesday. There were 179,599 foreclosure filings reported in July.  August's total represents the highest number of foreclosure filings reported in a single month since the company began tracking monthly filings two years ago. The national foreclosure rate in April 2007 was one filing for every 510 households.  Expressing heightened awareness of the need for an Adjustable Rate Mortgage (ARM) Ban HA-10-5-07. RealtyTrac Chief Executive James J. Saccacio said.
"The jump in foreclosure filings this month might be the beginning of the next wave of increased foreclosure activity, as a large number of subprime adjustable rate loans are beginning to reset now."

Fig. 1-24: Outstanding Mortgage Debt 2007 (in millions of US dollars)

	Type of holder and property
	2003
	2004
	2005
	2006

	All holder
	9,368,870
	10,672,100
	12,133,840
	13,315,070

	One- to four-family residences
	7,168,933
	8,237,910
	9,367,860
	10,199,330

	Multifamily residences
	555,697
	609,099
	680,072
	731,039

	Non-farm, nonresidential
	1,510,655
	1,683,373
	1,937,991
	2,221,260

	Farm
	133,586
	141,718
	147,914
	163,440


Source: Statistical Supplement to the Federal Reserve Bulletin, April 2007, 1.54
The rate of house-price appreciation slowed dramatically in 2006 after nearly a decade of rapid increases, and prices appear to have moved roughly sideways in the first half of 2007. On average, sales of existing homes over the three months ending in May 2007 were 4-1/2 percent below their average level in the second half of last year, while sales of new homes were down 10 percent over that period. The further weakening of housing demand this year likely reflects, in part, tighter lending standards for mortgages, and it occurred despite mortgage rates that were relatively low by longer-run standards. The ongoing slippage in sales has made it more difficult for homebuilders to make much of a dent in their inventories of new homes for sale.



Delinquency rates on subprime mortgages with variable interest rates, which account for about 9 percent of all first-lien mortgages outstanding, continued to climb in the first five months of 2007 and reached a level more than double the recent low for this series, which was recorded in mid-2005. The rise in delinquencies has begun to show through to new foreclosures. In the first quarter of 2007, an estimated 325,000 foreclosure proceedings were initiated, up from an average quarterly rate of 230,000 over the preceding two years; about half of the foreclosures this year were on subprime mortgages. The decline in credit quality in the subprime sector has likely stemmed from a combination of several factors, including the moderation in overall economic growth and some regional economic weakness. In addition, a substantial number of subprime borrowers with variable-rate mortgages have faced an upward adjustment of the rates from their initial levels. When house prices were rising rapidly and rates on new loans were lower, many of these borrowers qualified to refinance into another loan with more-favorable terms. With house prices having decelerated and rates having moved higher, however, the scope for refinancing has been reduced. Moreover, investor owners may have been tempted to walk away from properties with little or no equity. Subprime mortgages originated in late 2005 and 2006 have shown unusually high rates of early delinquency, suggesting that some lenders unduly loosened underwriting standards during that period.

The mortgage industry has been rocked by a surge in defaults, particularly among borrowers with subprime loans and adjustable rate mortgages that initially had attractive "teaser" interest rates but then can adjust upward, resulting in a payment shock. Many of the loans, some of which adjust in as little as two years, were issued in 2005 and 2006 during the height of the housing boom.  The number of bank repossessions jumped to 42,789 in August, compared with 20,116 a year earlier. In July, there were 26,842 bank repossessions. Nevada, California and Florida had the highest foreclosure rates in the country last month, the firm said. Nevada reported one foreclosure filing for every 165 households - more than three times the national average. The state had 6,197 filings in August, an increase of 21 percent from July and more than triple the year-ago figure. California's foreclosure rate was one filing for every 224 households. The state reported the most foreclosure filings of any single state with 57,875, up 48 percent from July and an increase of more than 300 percent from August 2006. Florida had one foreclosure filing for every 243 households. In all, the state reported 33,932 foreclosure filings, up 77 percent from July's total and more than twice the year-ago total. Georgia, Ohio, Michigan, Arizona, Colorado, Texas and Indiana rounded out the 10 states with the highest foreclosure rates.   Erpenbeck v. US S.D. US.6th Cir. No. 04-3456&7 (2004) has bust the bubble until they should be free.

Sec. 80 Economic Growth Moderation

Economic Growth = (x –y) / y

Economic growth is calculated whereby, x equals Gross Domestic Product (GDP) less y that equals the GDP of previous year, divided by the GDP of the previous year.  Employment is the driving force behind the gross domestic product but GDP.  GDP can be calculated as the total of wages, rent, interest and profits or the total of consumption, investment, government and net exports.  People who are well paid spend more money on goods, which in turn affords the services of more happy workers.  

Spectacular 5.3% growth in the first two quarters of FY 2006 fizzled out and the last two quarter reported a growth rate of only 2.4-2.2%.  Growth in employment has proportionally declined.   In the first quarter of 2006 real GDP increased 5.6 percent.  The economic activity slowed in the middle part of 2006.  There was a general economic slowdown in growth from 5.3% in the first two quarters and 2.4% in the second half.  These figures are down notably from the nearly 3-1/2 percent average pace of the preceding two years.  The slowdown in the growth of real GDP largely reflects a cooling of the housing market.  Economic growth in 2006 is set to reach 2.8% in the European Union and 2.6% in the euro area, up from 1.7% and 1.4% in 2005, according to the European Commission’s autumn economic forecasts.   In the first quarter of 2007 GDP increased at an annual rate of 1.3 percent in the first quarter of 2007.   
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In the first quarter of 2007 economic growth reached a low of 1.3%.  After almost achieving perfection the Department of Commerce and Bureau of Economic Analysis “got high” again.   In the second quarter growth of 3.8% was reported and in third quarter 4.7%.  Economists immediately criticized the accounting of off-shoring ventures, bad bills and counterfeits.  The press convinced the Federal Reserve to moderate economic growth in the New Year.  The US economy would definitely benefit from moderation on the part of the BEA GDP statistics.     

The slowdown in US economic growth was inevitable whereas it was occurring at an unsustainable rate.  Decision makers should thank their lucky stars that the US is not in a recession and make plans for a more conservative economic growth in the future. In August Chairman Bernanke counseled the slowdown is likely to be good for the economy whereas inflation, that was at 4% in 2006 will slow, in fact in November 2006 there was no inflation. A reasonable economic growth rate will also give us the wherewithal to deal with our problems that can no longer be justified in the artificially high economic growth rates of an economy subsidized with record government debts.    

Real gross domestic product (GDP) is reported to have increased 4.0 percent in the second quarter, 2007 according to the “preliminary” estimates of the national income and product accounts (NIPAs); it increased 0.6 percent in the first quarter. The second-quarter growth rate was revised up 0.6 percentage point from the “advance” estimate. The acceleration in real GDP growth in the second quarter primarily reflected a downturn in imports (subtracted in the derivation of GDP), upturns in Federal Government spending and in inventory investment, accelerations in exports and in nonresidential structures, and a smaller decrease in residential investment. Consumer spending decelerated markedly.  

[image: image14.png]CBO’s Economic Projections for Calendar Years 2007 to 2017

(Percentage change)

Estimated Forecast Projected Annual Average
2006° 2007 2008 20092012 20132017

Nominal GDP

Billons of dollars 127 13 LSS 17595 289 °

Percentage change 63 a9 a9 a8 44
Real GDP 33 21 29 30 26
GDP Price Index 29 27 20 18 18
PCE Price Index 27 23 20 18 19
Core PCE Price Index' 22 20 19 19 18
Cansumer Prce Index® 32 28 23 22 22
Core Consumer Price Index' 25 26 22 23 22
Unemployment Rate (Percent) 6 s a7 a8 a8
Interest Rates (Percent)

Three-month Treasury bills a7 a8 a8 47 47

Tenyear Treasury notes. 8 a9 52 52 52

‘Sources: Congrassional Budget Offce; Department of Commerce, Bureau of Economic Analysis; Department of Labor, Buraau of Labor
‘Statistics; Federal Reserve Board.




According to CBO’s projections, GDP will increase by 2.1 percent in real (inflation-adjusted) terms this calendar year and by 2.9 percent in 2008.  Employment growth, which slowed slightly in late 2006, is expected to continue to increase moderately, thereby keeping the unemployment rate near its current 4.6 percent through 2008.  Inflation, as measured by the year-to-year change in the consumer price index for all urban consumers (CPI-U), is projected to decline from 2.8 percent this year to 2.3 percent next year. Prices for food and energy, which increased during the first half of this year, are expected to moderate, keeping overall inflation lower than in the recent past. In addition, the underlying (or core) rate of consumer price inflation is expected to be relatively stable, averaging slightly above 2 percent over the next year and a half.  Economic projections for the near term, however, are subject to significant uncertainty. Over the 2009–2017 period, CBO projects that real growth will average 2.7 percent and inflation as measured by the CPI-U, 2.2 percent.
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After fluctuating in the vicinity of 2 percent from 1999 to 2004, the saving rate subsequently dropped sharply, and it stood at negative 1-1/4 percent, on average.
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After exhibiting considerable vigor in late 2006, consumer spending slowed somewhat over the first half of 2007. In August, commodity prices fell alongside stocks as investors pulled their money out of riskier assets and placed it in safer securities like Treasury’s. But they have since bounced back. Core inflation, which excludes food and energy, was also well under control, rising by just 0.2 percent. The good price performance should further ease concerns about inflation and gives the Federal Reserve the leeway to cut interest rates to guard against the possibility of a recession.  

Payroll employment weakened in August.  Nonfarm payrolls fell 4,000, and private payrolls rose only 24,000, the first outright decline in four years.  Smoothing through the recent monthly numbers, private payrolls increased an average of about 70,000 per 

month over the past three months; this is down from gains near 120,000 per month in the first five months of the year and about 165,000 per month in the second half of 2006.  As you know, from 1995 to 2000, productivity in the nonfarm business sector increased at an average annual rate of 2-1/2 percent, well above the lackluster pace of the preceding twenty-five years.  Then, remarkably, productivity accelerated further, rising at an average of about 3-1/2 percent per year for the first three years of this decade, since the middle of 2004, however, the growth of labor productivity has slowed, registering an average annual rate of about 1-1/4 percent.  

Personal income increased $61.9 billion, or 0.5 percent, and disposable personal income (DPI)increased $57.3 billion, or 0.6 percent, in July, according to the Bureau of Economic Analysis.  As measured by changes in the price index for personal consumption expenditures (PCE inflation), inflation ran at an annual rate of 4.4 percent over the first five months of this year.  Food and beverage costs rose 3.9% in May from a year earlier. Personal consumption expenditures (PCE) increased $37.8 billion, or 0.4 percent in July.  In June, personal income increased $45.7 billion, or 0.4 percent, DPI increased $36.5 billion, or 0.4 percent, and PCE increased $16.1 billion, or 0.2 percent, based on revised estimates.  The forecasts for core PCE inflation are 2 to 2-1/4 percent 

for 2007 and 1-3/4 to 2 percent in 2008.  

There is always a significant margin of error when doing macro-economic accounting.  The economy is simply too large to be 100% accurate and in practice a margin of error of up to 25% should be anticipated.  For instance macro-economic accounting of the US Gross Domestic Product (GDP) has recently come into question.  

Fig. 1-30: GDP % Change, BEA and OMB Compared 2000-2007
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The slowdown in growth can be attributed to a long history of overestimating GDP figures to facilitate the closing of loans to the federal government.  For instance although growth was estimated at 1.3 percent by BEA it was recorded at 5.5 percent in the Office of Management and Budget (OMB).  Gross National Income (GNI) is also disputed because of the widening gap between the rich and poor demonstrated in the increasing inability of homeowners to afford their mortgages.  By acknowledging these disputes in regards to the national system of accounts the government can forestall a recession and enjoy greater immunity from inflation and debt by recalculating GDP and GNI to more realistic, lower rates, where investors, analysts and consumers would find greater accuracy and satisfaction.

Fig. 1-31: Gross Domestic Product and National Income Disputes (bill. US Dollars)

	Statistic
	2004
	2005
	2006

	GDP high
	11,713
	12,456
	13,247

	GDP low
	10,256
	10,812
	11,415

	GNI high
	9,731
	10,239
	10,883

	GNI low
	8,011
	8,105
	8,313


Source: Bureau of Economic Analysis

Chapter 2

Black Medicare and Social Security
Sec. 101 Introduction to Social Security
The United States war time economy, after causing a global economic slowdown for several years after 9-11, 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 in 2006.  We are 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. 
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.

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. 

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.

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.

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.  

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.
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.  

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.   

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
Sec. 102 System of National Accounts

To understand the United States since the 1970s, the federal government lies about how rich they are to get loans. 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. 

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 section 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.  

GDP is a measure of production.  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. 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.  
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.  
"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.   
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
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 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 as argued in 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 and Jochen Hartwig, On Misusing National Account Data for Government Purposes for the Swiss Federal Institute of Technology No. 101 of March 2005

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.  
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.

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 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.

Sec. 103 Balanced Budget

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.

Table 2-1: 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.
	Int.
	Mil 
	OASDI 
	Bal
	Rev. 
	Bud. 
	Def. 
	Debt 
	GDP 
	GNI 

	2006
	33
	365
	500
	1,769
	2,193
	2,400
	-178
	8,218
	12,907
	8,078

	2007
	50
	365
	500
	1,866
	2,416
	2,426
	24
	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


Source: Historic Tables of the OMB and BEA
Whereas House Majority Leader John Boehner introduced 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.  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 as 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.  

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. 

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 and interest income by SSA must be limited to cost of benefits administrated.  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, while the federal government runs a deficit.  

Table 2-2: 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


Source: Historic Tables of the OMB

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.  The reduction in military spending could be justified if the US would only disarm cold war weaponry and commit to reduce the nuclear arsenal to 1,000 warheads.  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 the budget deficit should turn into a surplus and SSA could return to saving from their high rate of taxation. 

Table 2-3: 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


Source: Historic Tables of the Office of Management and Budget

Sec. 104 Status of Welfare

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.  

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.  

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.

Table 2-4: Income and Poverty by State

	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%


Source: US Census

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.

The most pressing social welfare issue is the looming 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 ratio of 40 productive workers to each retiree has steadily shrunk 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
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.  This money should be supplemented with funds from the Justice Assistance Grant to finance enough community corrections programs to reduce the prison population in half.

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
Sec. 105 Official Development Assistance 

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.
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).  

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. 

Table 2-5: Official Development Atlas of the States of the United Nations (SUN) 2006

	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


Source: CIA World Fact Book, United Nations Development Data, HA

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 1 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. 

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.  
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

Table 2-6: US International Assistance Projections 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


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)

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. 

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.  
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.
Sec. 106 Military Budget Adjustment

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.

Table 2-7: Top 15 National Global Aggregate Military Expenditures 

	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
	


Source: CIA World Fact Book

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.  
In the Military Budget Adjustment Act HA-2004 HA ran a regression of all military finance in 2004 and found that in H.R.2658 Department of Defense Appropriation Act 2004 $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. 

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. 

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  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
.  

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: 

a. 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; 

b. 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; 

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

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

e. 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.

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).  

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.  

It is important the US reins 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 $400 billion for a balanced budget in FY 2008-2010.  
Sec. 107 Medicare and Social Security 
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.  

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. 

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.
Table 2-8: 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
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.  

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. 

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 2-9:-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


Sec. 108 Social Security 

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
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.

Table 2-10: Operations of the OASDI Trust 2005

	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


Source: Annual Report of the Board of the Trustees

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;

Table 2-11: 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


Source: Annual Report of the Board of Social Security Trustees

The Social Security Administration 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
Sec. 109 Medicare 

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 2-12: Medicare, 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


Source: Annual Report of the Medicare Trustees

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.  

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 2-13: 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


Source: Annual Report of the Medicare Trustees 2005

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. 

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.  

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. 

Sec. 110 State Medicaid Population 

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 Key Medicare and Medicaid Statistics 
Table 2-14: Population of the US Medicaid Population by State, 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
States are required to include certain types of individuals or eligibility groups under their Medicaid plans and they may include others.
a. Families who meet states’ Aid to Families with Dependent Children (AFDC) eligibility requirements in effect on July 16, 1996.

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

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

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

e. 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).

f. 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.

g. All states provide community Long Term Care services for individuals who are Medicaid eligible and qualify for institutional care.
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.

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

b.  Other laboratory and x-ray.

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

d. Family planning services and supplies.

e.Medical and surgical services of a dentist.

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

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

h. Nurse mid-wife services. Pregnancy related services and service for other conditions that might complicate pregnancy and 60 days postpartum pregnancy related services.
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.

Sec. 111 Supplemental Security Income 

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.

Table 2-15: Supplemental Security Income by State 2004

	
	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


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. 

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. 
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 
Sec. 112 Unemployment Insurance 
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.
Table 2-16: Wage and Unemployment Data 2005
	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 Rate
Source: Department of Labor Unemployment Benefits 
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.

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. 

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. 

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. 
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.

Sec. 113 Federal Reserve 

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.

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

b. 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 

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

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

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

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 1978, 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.

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.  

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 to 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 and to effectively implement federal laws designed to inform and protect consumers will encourage community development, and promote access to banking services in historically underserved markets.  
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 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 
Chapter 3

Buy American Goods 

Sec. 114 Buy American Goods 

This report was released on the first day of December 2006 when the trade deficit began to decline.  Merchants, manufacturers and consumers must cooperate to buy and sell American products to slow the growth of the trade deficit from –$829 billion in FY 2006, to less than $800 billion in FY 2007.  As a share of U.S. GDP, the trade deficit remained 6.6%.  Liberal economic theory upon which our national economy was founded is reliant upon freedom.  In review of the statistics the trade deficit is directly linked to Nixon’s war on drugs and was aggravated with the passage of every mandatory minimum sentencing law.  At the turn of the millennium this negative balance became more pronounced and in 2005 the Bureau of Economic Analysis reported imports were valued at $1.677 trillion and exports of $894.6 billion for a balance of -$782.4 billion.  The U.S. current-account deficit is the broadest measure of U.S. international trade in goods and services, receipts and payments of income, and net unilateral current transfers. 

Chart 3-1: Seasonally Adjusted Current-Account Balance and Its Components
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Steps must be taken to redress this international trade deficit.  Hospitals and Asylums addresses this form of fiscal depression, that is even more mentally disabling than the federal budget deficit, in the Chapter pertaining to the liberation of the District of Columbia Mental Health System from St. Elizabeth’s Hospital at 24USC(4)§225h, that was drafted between 1988 and 1990, to make provisions for the enforcement of the Buy American Act of 1933 by the Mayor, as amended 41USC(1)§10a that states,

Notwithstanding any other provision of law, and unless the head of the department or independent establishment concerned shall determine it to be inconsistent with the public interest, or the cost to be unreasonable, only such un-manufactured articles, materials, and supplies as have been mined or produced in the United States, and only such manufactured articles, materials, and supplies as have been manufactured in the United States substantially all from articles, materials, or supplies mined, produced, or manufactured, as the case may be, in the United States, shall be acquired for public use. 


It is hoped that private companies will Buy American of their own accord in fulfillment of their patriotic duty to bring the trade deficit down by investing in import substitution.  Bilateral free trade agreements also have a proven track record for reducing trade deficit towards a balance closer to equality between nations.  It is true the US is an open and free market and the government cannot force the private sector to purchase American made products.  We must therefore resort to reason.  Companies are selling foreign products because foreign goods are cheaper. Consumers, wholesalers, retailers and manufacturers must make an effort to Buy American whereas it is considered bad to have an international trade deficit. To balance the account deficit without causing inflation the government must support American manufacturers with subsides and tax relief, to control inflation.  Congress must make an effort to improve domestic manufacturing by promoting vocational education and industrial marketing programs. To be self sufficient the US must harmonize the domestic supply chain with the domestic demand for goods through the process of import substitution.

To make the decision to Buy American merchants will need to compare their catalogues with those of American manufacturers to substitue American made goods for foreign goods at little or no cost to the consumer.  The government will need to subsidize this manufacturing venture through tax relief for domestic price negotiatons and market research for no to low inflation to the consumer in the transition to American made goods. 

The National Association of Manufacturers (NAM) reports that in 2005 manufacturing employed 14.3 million workers in the United States and another 6 million in related industries such as wholesaling and finance. Nearly 3 million jobs were lost between 2000 and 2003. In 2005, the U.S. manufacturing sector, in terms of GDP, was close to $1.5 trillion. U.S. manufacturers exported $782 billion of goods overseas in 2005, or nearly two-thirds of total exports. Nearly 40 percent of exports go to neighboring NAFTA countries. 

In the 2006 Statistical Abstract: Domestic Trade the US Census Bureau reported that in the USA there are as estimated 438,301 wholesalers employing 6 million employees with a payroll of $255 billion and shipments totalling $4.376 trillion.  The retail trade has 1,115,902 establishments employing 15 million employees with a payroll of $307 billion and sales totalling $3.173 trillion.  Congress will encourage merchants to diversify the size of US manufacturing from $1.5 trillion to over $2 trillion through a tax relief subsidy beginning in 2007 to foster ingenuity and self sufficiency as a nation.

Chart 3-2 Balance on Goods and Services Trade
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The first thing to keep in mind about global imbalances is their scale.  The U.S. current account deficit is enormous--on the order of $800 billion or 6.66% of gross domestic product--and it is not likely to shrink substantially in the immediate future, given the current configuration of economic activity and prices around the world.  Although private and government demands for dollar assets have allowed the U.S. current account deficit and foreign surpluses to persist, these imbalances are not sustainable indefinitely.  In the United States, both public and private saving will need to rise to meet the oncoming needs of an aging population. 
The size and persistence of these imbalances reflects the gap between spending and production in the United States and a similar gap in the rest of the world.  The United States as a whole is spending much more than it is producing.  Saving rates are especially low in our household and federal government sectors--both of which are spending more than their current income.  Prudential regulation is important because it increases the ability of policymakers to focus on stabilizing aggregate output and inflation.  By ensuring that financial institutions are adequately capitalized and are managing risks well, and are in general well prepared to deal with major changes in asset prices, they are in a better position to weather any necessary changes in policy settings. Prudential regulation also decreases the risk that the actions of impaired financial institutions could disrupt the flow of credit and thereby intensify what might already be difficult adjustments. In the past decade or so, U.S. households overall have experienced notable gains in terms of some key indicators of economic opportunity. Three such indicators are access to credit, rates of homeownership, and small business development.  

The U.S. net international investment position at yearend 2005 was -$2,693.8 billion (preliminary) with direct investment valued at current cost, as the value of foreign investments in the United States exceeded the value of U.S. investments abroad.

Chart 3-3: US Net International Investment Position at Yearend 1989-2005
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States must enable consumers to purchase American made goods at the same cost as foreign goods by granting manufacturers tax relief for not raising prices.  States should promote the free exchange of information between manufacturers, merchants and consumers to enable citizens to Buy American.  Essentially the American economy will improve if Americans would only be nicer to their fellow Americans, have more respect for their intellectual property and accumulate US assets.   

The Commerce Ministry reported that China's exports are expected to reach $960 billion this year, boosting its politically sensitive trade surplus to about $150 billion, a state news agency reported. Imports should rise to $810 billion, raising total trade by 20 percent to $1.7 trillion, the ministry said in figures reported by the Xinhua News Agency. The explosive growth of Chinese exports, already among the world's largest, have strained relations with Washington and other trading partners. They are demanding that China open its market further to imports and ease controls that they say keep its currency, the yuan, artificially weak, adding to the trade surplus. China's trade surplus last year was $102 billion.  
The expanding magnitude and development impact of remittances was highlighted in new data released by the Bank as part of the November 13-14 Second International Conference on Migrant Remittances in London.  According to the report, worldwide flows of remittances, including those to high-income countries, grew to an estimated $268 billion in 2006. In nominal dollar terms, Latin America and the Caribbean region remains the largest recipient of remittances. However, as a share of gross domestic product, remittances are highest in the Middle East and North Africa region. Due to a lack of data, remittance flows to Sub-Saharan Africa are grossly underestimated.    
Sec. 115 Harmonization of Wages 

The 110th Congress raised the minimum wage by $1.50, from $5.15 to $6.65 per hour in three installments. Congress last enacted legislation in 1996, increasing the minimum wage by 90 cents from 1996-1997. The minimum wage was first enacted in 1938 as part of the Fair Labor Standards Act (FLSA). Initially just 25 cents per hour, the minimum wage has been raised several times in the decades since. In real (inflation-adjusted) terms, the minimum wage reached its peak in 1968, when it was worth $6.92 in 1998 dollars. Efforts to increase the minimum wage are generally supported by unions and liberal anti-poverty organizations, who say it will help the nation's working poor. A full time minimum wage worker makes just $10,712 per year, half the poverty line. 

A federal minimum wage was first set in 1938. The graph shows both nominal (red) and real (blue) minimum wage values. Nominal values range from 25 cents per hour in 1938 to the current $5.15/hr. The greatest percentage jump in the minimum wage was in 1950, when it nearly doubled. The graph adjusts these wages to 2005 dollars (blue line) to show the real value of the minimum wage. Calculated in real 2005 dollars, the 1968 minimum wage was the highest at $9.12. Note how the real dollar minimum wage rises and falls. This is because it gets periodically adjusted by Congress. The period 1997-2006, is the longest period during which the minimum wage has not been adjusted. States have departed from the federal minimum wage. Washington has the highest minimum wage in the country at $7.63 as of January 1, 2006. Oregon is next at $7.50.

Chart 3-4: History of Minimum Wage
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Multiplying the minimum wage by a work year of 50, 40-hour weeks gives the annual earnings that can be expected from a minimum wage job. The red line is the poverty level annual income for a family of four. Minimum wages have never been sufficient to raise a family out of poverty, if only one member of the family works. The minimum wage has varied from a maximum of 90% of the poverty level in 1968 and has been between 53 and 62% since 1985. This is the lowest percentage since the poverty level was established in 1959.  As minimum wages have declined in real terms, the percent of workers covered, too, has declined. Over 130 cities now have "living wages." 

Income inequality is growing to alarming proportions. U.S. household net worth by various wealth levels for 1993. The 3.6% of households with wealth levels over $500,000 have almost 60% of the nation's household wealth. The "zero or negative" category has 10% of the white households and 25% of the black, while the $100,000 and above categories include 31% of the white households and 8% of the black households. Between 1990 and 2001 there were only small gains for the bottom 75% of the population and larger gains for the upper 25%.  Anything that is saved from income contributes to a person's wealth. Wealth is the sum of all assets minus debts. Assets include property, bank accounts, stocks, bonds, art, collections, and intellectual property. Debts would be loans and liabilities that are owed.  Tax relief must be extended to the middle class.

The United States is “service” economy where only 0.7% are still engaged in farming, forestry, and fishing, 22.9% in manufacturing, extraction, transportation, and crafts, and 34.7% in managerial, professional, and technical, 25.4% in sales and office and 16.3% in other services the US must greatly increase their production of goods and must capitalize upon their education by accounting for research reports and development contracts.  

Sec. 116 The Economic Outlook for 2007

The current international finance architecture is based on the US dollar as the dominant reserve currency, which now accounts for 68% of global currency reserves, up from 51 percent a decade ago. Yet in 2000, the US share of global exports (US$781.1 billon out of a world total of $6.2 trillion) was only 12.3% and its share of global imports ($1.257 trillion out of a world total of $6.65 trillion) was 18.9%. World merchandise exports per capita amounted to $1,094 in 2000, while 30% of the world's population lived on less than $1 a day, about one-third of per capita export value.  Dollar reserves must be invested in US assets, creating a capital-accounts surplus for the US economy.   US companies still represent 56% of global market capitalization despite recent retrenchment in which entire sectors suffered some 80% a fall in value.  

The dollar fell to a new 20-month low against the euro, as a spate of disappointing U.S. economic data further dimmed the prospect of higher interest rates. The 12-nation euro rose as high as $1.3203 - its highest point since March 2005 - in midday New York trading, up from $1.3128. In later afternoon trading, the euro traded at $1.3177. Durable goods orders saw their biggest drop in more than six years, the median home price saw its largest year-over-year decrease ever, and consumer confidence fell to its lowest reading since August.  The euro crossed the $1.30 mark when many traders were off for the U.S. Thanksgiving holiday. The 12-nation currency has been bolstered by expectations that the European Central Bank will continue to raise interest rates, thanks to some surprisingly strong European economic data, while the Federal Reserve holds, or eventually cuts, rates.The Fed's current rate stands at 5.25 percent, having paused for three months after more than two years of quarter-point hikes. Interest rate futures were pricing in less than a 7 percent chance for the Fed to cut rates to 5 percent in December, and a 12 percent chance that it will cut rates in January. 

A weakening dollar can be a double-edged sword for the U.S. economy; it decreases Americans' purchasing power, but it makes U.S. goods cheaper for foreigners, and therefore more competitive in the global market. By afternoon trading Tuesday, the British pound rose to $1.9500 from $1.9371 late Monday. The dollar was steady at 116.08 Japanese yen, the same as late Monday in New York. The euro, created in 1999, is about 5 cents away from its all-time high of $1.3667, reached in December 2004. Way up from November 2000, when the euro was trading at 0.85 to the dollar- 28% below the level it was at when the euro launched in January 1999. To keep its own exports cheap, China has been controlling the value of its currency, the yuan. The country's central bank on Monday bumped up the yuan's official level to 7.8402, and the currency traded at a record high versus the dollar. Still, daily movements are limited at 0.3 percent above or below the official level - a trading system that was set up in July 2005. Another reason why the dollar has declined this past week has been speculation that China is reducing its dollar holdings in favor of the euro and other currencies.  China's foreign reserves are thought to have already exceeded $1 trillion (760 billion) after officially hitting $987.9 billion (751.4 billion) at the end of September. 

The U.S. Treasury Department said that foreigners sold more Treasurys than they bought in September for the first time in three-and-a-half years. However, the selling was led by Japan, the largest holder of U.S. Treasurys; Japan's holdings fell in September to $639.2 billion (486.2 billion) from $644.3 billion (490.1 billion) in August. China, the second-largest holder of U.S. Treasurys, boosted its stake to $342.1 billion (260.2 billion) in September from $339.1 billion (257.9 billion) the prior month. 

Chart 3-5: Real Gross Domestic Product
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The pace of economic activity has moderated over the course of the year. According to the latest estimates by the U.S. Department of Commerce, real gross domestic product (GDP) increased at an annual rate of 2.6 percent in the second quarter of 2006 and at a rate of only 1.6 percent in the third quarter. These figures are down noticeably from the 3-1/2 percent average pace of growth of the preceding two years.  This month marks the fifth anniversary of the beginning of the current expansion. Frequently, the early stages of an expansion include a period of above-trend growth, as underutilized resources are put back to work. As slack in the economy is reduced, however, economic growth tends to moderate. Indeed, at that stage, some slowing of growth to a pace consistent with the rate of increase in the nation's underlying productive capacity is necessary if the expansion is to be sustained without a buildup in inflationary pressures.

Overall inflation was pushed up by a surge in energy prices, but the recent declines in energy prices have largely reversed those effects. Price inflation for consumer goods and services excluding energy and food, the so-called core inflation rate, has also moderated a bit in the past few months. But the level of the core inflation rate remains uncomfortably high. Over the next year or so, the economy appears likely to expand at a moderate rate, close to or modestly below the economy's long-run sustainable pace. Core inflation is expected to slow gradually from its recent level, reflecting the reduced impetus from high prices of energy and other commodities, contained inflation expectations, and perhaps further reductions in the rate of increase of shelter costs and some easing in the pressures on capital and labor resources. 

Housing has played a significant role in the recent slowing of overall activity, and developments in this sector are likely to have an important influence on economic growth going forward as well. Between 2000 and late 2005, the pace of construction of single-family homes rose more than 40 percent, and sales of both new and existing homes increased by a similar amount. Nationally, home prices increased about 60 percent over that period--an average figure that masks considerable variation in the rate of price appreciation across cities and regions, as home prices rose exceptionally rapidly in some "hot" locations but only modestly in others. The drop in home sales that began earlier this year has led homebuilders to curtail the rate of new construction. Indeed, single-family housing starts are down about 35 percent since their peak earlier this year.  Inventories of both new and existing homes for sale have increased markedly this year. For example, according to the most recent data, homebuilders currently have about 550,000 new homes for sale, roughly half again the number that has been typical during the past decade.  To reduce this inventory overhang, builders are likely to continue to limit the number of new homes under construction.
After several years of double-digit percentage increase, housing prices stopped soaring this year. Home prices are expected to be measured by the government's Office of Federal Housing Enterprise Oversight index, to rise 2.8% this year and to fall by 0.5% next year. That contrasts with a 13.4% increase in 2005.  We're nearing the end of the slowdown for most markets however prices still have some ways to fall before they'll stabilize, but there are signs that most drastic parts of the downturn – marked by a sharp pullback in demand and new construction – have run their course.  The economists' predictions for home prices next year vary widely, from an increase of 7%, predicted by Kurt Karl and Arun Raha of Swiss Re, to a 10% decline, expected by Maury Harris of UBS. A large inventory of vacant newly constructed homes to push prices lower in the first half. Construction companies "built much more than were justified because of investor interest.  20 economists predicted home prices would rise next year, 24 forecast a decline. Just eight of the economists forecast gains greater than 2.1%, which is their average forecast for consumer-price inflation through mid-2007. New data released Monday indicated that weakness in the housing sector is being offset by other areas of the economy. People say all bubbles end in disaster, but this is a small bubble. Home prices are just about 20% too high. We need to take it seriously, but in the history of bubbles, this will go down as one of the smaller ones. 

Growth in some manufacturing industries has also slowed of late. The motor vehicle sector in particular has experienced weaker demand and an accompanying buildup in stocks of unsold cars and trucks over the past year. Energy prices have contributed to these developments, as consumers have responded to high prices at the pump by reducing their demand for less fuel-efficient vehicles. The decline in sales caused inventories of these vehicles to surge this past spring. Since then, automakers have cut production to reduce the overhang of inventories.  The pace of light vehicle assembly in October was about 10 percent below the pace in the second quarter. The growth of production in some other manufacturing industries, notably those closely tied to the housing and automobile sectors, has also been slowing. Elsewhere in the industrial sector, though, production in high-tech industries has been growing rapidly, and high prices for energy and other commodities have stimulated drilling and mining activity. Outside of the housing and motor vehicle sectors, economic activity has, on balance, been expanding at a solid pace. 
Perhaps the clearest evidence of this broader economic strength comes from the labor market. Although the number of jobs in manufacturing and construction fell in October, most other sectors of the economy experienced solid job gains. Private employers in industries outside of manufacturing and construction added nearly 125,000 workers to their payrolls last month, following an average increase of 140,000 jobs per month during the preceding three months. With labor demand continuing to expand over the past several months, the national unemployment rate fell to 4.4 percent in October, its lowest level since May 2001. 

In the business sector, capital investment has continued to expand at a healthy pace. Spending on nonresidential construction--a component of business investment--has been particularly robust, reflecting higher outlays for new office and commercial buildings as well as a rapid increase in expenditures on drilling and mining structures. Outlays for equipment and software, which grew briskly from mid-2004 through the early part of this year, have moderated, though order backlogs for capital goods such as industrial machinery and other types of heavy equipment remain substantial. Moreover, financial conditions continue to be favorable for investment spending, as profitability is high, the cost of capital is relatively low, and significant cash reserves remain on firms' books. 

Overall, the economy is likely to expand at a moderate pace going forward. A reasonable projection is that economic growth will be modestly below trend in the near term but that, over the course of the coming year, it will return to a rate that is roughly in line with the growth rate of the economy's underlying productive capacity. Growth in potential output is determined to a large extent by two factors: the trend growth rates of the labor force (that is, the number of individuals available to work) and of labor productivity (that is, the amount of output that each worker can produce).  Longer-run trends in the growth of productivity are very difficult to predict. During the first half of the decade, productivity in the non-farm business sector increased at an unusually high average annual rate of about 3 percent. However, according to current estimates, productivity growth slowed in the second quarter of this year and came to a halt in the third quarter.

Overall (or "headline") inflation has slowed significantly since earlier this year.  In October the consumer price index fell by 1/2 percent for the second consecutive month. This improvement is largely the result of the recent declines in energy prices. The price of crude oil has fallen about one-fourth since its recent peak.  Readings on the core inflation rate, but core inflation nevertheless remains uncomfortably high. Core CPI inflation over the most recent twelve months was 2.7 percent, up from 2.1 percent over the previous twelve months. The global economy continues to be strong, with cyclical recoveries under way in Europe and Japan and ongoing growth in the emerging-market economies; this growth abroad should support the continuing expansion of U.S. exports of goods and services. 
Sec. 117 Economic Growth is Growing

The recent slump in US economic growth to 1.6% in third quarter brought the year to 2.9%. Recently this quarter figure was revised to 2.2%. The US is still growing faster than the European Union that improved to a 2.6% annual growth rate.  Economic growth in 2006 is set to reach 2.8% in the European Union and 2.6% in the euro area, up from 1.7% and 1.4% in 2005, according to the European Commission’s autumn economic forecasts.  The main impulses are robust growth in domestic demand, especially investment, and sustained global growth. The economic activity should ease somewhat in 2007 and 2008 reflecting the global outlook and, in particular, the slowdown in the United States. GDP growth is projected to remain around potential in the next two years (EU: 2.4% in both 2007 and 2008; euro area: 2.1% in 2007 and 2.2% in 2008). 

The EU as a whole is expected to create 7 million new jobs over the period 2006-2008 (5 million in the euro area).  The European Bank of Reconstruction and Development reported that in 2006 29 ex communist countries grew at a rate of 6.2% up from 5.7% in 2005.  There are of course still problems.  For instance Hungary’s budget deficit will reach a whopping 10.1% of their GDP.  There are also successes.  For instance, with a budget in surplus, Estonia’s economy grew at a rate of 12% in 2006 and inflation was only 4.3% and was being required by the government to below 2.6%.  Poland is struggling with the 3% of GDP budget deficit required by EU membership and is projected to have a 4% of GDP budget deficit in 2007.  

Chart 3-6: Quarter to Quarter Growth in Real GDP
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Economic activity in the USA slowed in the middle part of this year. The US seems to have achieved relative equality with the EU in terms of economic growth.  After a spectacular recovery from 9-11 when US economic growth rates became flushed with war debt to an unsustainable degree growth seems to have finally achieved a sustainable level.   Real gross domestic product in the USA increased at a 2.6 percent annual rate in the second quarter of this year.  In November the Commerce Department announced that output rose at only a 1.6 percent rate in the third quarter.  These figures are down notably from the nearly 3-1/2 percent average pace of the preceding two years.  Despite the recent slowing in output, however, resource utilization remains relatively high by historical standards and thus continues to be a potential source of upward pressure on inflation.  

The total dollar value of takeover offers by U.S. companies is down 1% so far this year compared with the same period last year, according to Richard Peterson, senior researcher at Thomson Financial. Meanwhile, the value of leveraged buyouts -- deals by private-equity firms financed by debt backed by the target's assets and repaid with its cash flow -- has nearly tripled. More than 40% of the $1.28 trillion of announced U.S. mergers this year has come from private-equity firms or foreign buyers, up from less than 24% last year, Thomson says. Five of the six largest U.S. acquisitions unveiled so far this year were by leveraged-buyout firms.  
The slowdown in the growth of real GDP largely reflects a cooling of the housing market:  The number of single-family and multifamily housing starts has fallen nearly 25 percent since the beginning of the year; sales of both new and existing homes have dropped sharply since their peak of last summer, and the inventory of unsold homes has soared.  At the same time, homes are appreciating more slowly and in some markets prices are even declining.  Current financial conditions are supportive of business spending.  Corporate balance sheets are strong and flush with cash, and broad stock price indexes are up more than 10 percent so far this year.  At the same time, yield spreads on corporate bonds across the ratings spectrum have been low, supported by the strong balance sheets and robust profit growth. 

Recent aggregate data indicate that overall economic activity slowed noticeably during the first nine months of the year. In spite of a series of shocks, the economy has proven to be remarkably resilient in recent years, it is expected to remain so in the period ahead. A sharp pullback in the housing markets is likely to restrain aggregate activity as we move into next year. But as housing markets stabilize, overall economic performance should strengthen from the levels indicated by preliminary estimates of gross domestic product in the third quarter to a pace more consistent with the economy's long-term trend growth rate.  To do our part in preventing the signals from getting crossed, we must continue efforts to make communications and intentions as clear as possible. That may be a tall order, but it is one worthy of our efforts.   

The picture in the USA is one of an economy that has been growing solidly, albeit at a rate below its potential.  What are the implications of this picture for inflation prospects?  Consumer prices excluding food and energy have accelerated over the past year, and this clearly is a concern.  The core inflation rate rose 2.4 percent over the most recent four quarters, up from 2.0 percent for the same period a year ago. Nonetheless, the scene appears to be set for a deceleration in prices over time.  One contributing factor is likely to be the slowing in activity which should ease the overall pressure on resources. The recent decline in energy prices, if it is sustained, should reduce cost pressures along the production chain.  The other factor is the unemployment rate.

The unemployment rate declined steadily between the second half of 2003 and the beginning of 2006 and has stood at a relatively low 4.7 percent for the past six months. The size of the labor force depends on a combination of two factors: the size of the working-age population and the likelihood that members of this population join the labor force--a likelihood that economists refer to as the labor force participation rate. The baby boomers, the large population born between 1946 and 1964, are getting older, and the oldest are turning sixty this year.  Older individuals tend to have relatively low participation rates, with many people starting to retire in their fifties and more still when they reach sixty and then sixty-five. Between 1995 and 2005 the participation rate declined on net from 66.4 percent to 66.0 percent. The changing age distribution--primarily the aging of the baby boomers--is expected to lower the participation rate by about 0.2 percentage point next year and continue to lower it over the next several years. to the extent that the aging of the baby boomers reduces the growth in labor force participation and hence potential output, the benchmark we use for assessing the macroeconomic implications of actual GDP growth will need to be lower.  Similarly, changes in the expected growth rate of the labor force affect our interpretation of the monthly employment data.  

Chart 3-7: Seasonally Adjusted Unemployment rate
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If the labor force participation rate remains at its current level, then what might be thought of as the “equilibrium” growth rate of payroll employment -- that is, the increase consistent with a stable unemployment rate--would be about 140,000 per month.  However, if the labor force participation rate instead declines 0.2 percentage point over the next year, as suggested by the Fed’s staff research, then the comparable equilibrium payroll employment growth would be closer to 110,000 per month.  While reductions in the labor force participation rate will apparently damp the growth rate of potential output in coming years, productivity growth, another important factor in determining the capacity of the economy, likely will remain supportive. Although productivity growth has stepped down from the scorching pace seen early in the recovery, factors remain in place for continued solid growth over the next few years. 

Chart 3-8: Civilian Labor Force
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Source: Department of Labor

Sec. 118 Globalization and Non Inflation

Historically, the processes of globalization has always been the result of state action, as opposed to the mere surrender of state sovereignty to market forces. Currency monopoly of course is the most fundamental trade restraint by one single government. Adam Smith published Wealth of Nations in 1776, the year of US independence. By the time the constitution was framed 11 years later, the US founding fathers were deeply influenced by Smith's liberal ideas, which constituted a reasoned abhorrence of trade monopoly and government policy in restricting trade. 

The United States is currently running very large trade and current account deficits--more than $800 billion--because Americans are buying more goods and services from abroad than they are selling overseas. These deficits are being financed by the foreign acquisition of U.S. assets, especially bonds, with emerging-market economies providing the United States with about $300 billion per year.  The Chinese government, for example, has accumulated nearly $1 trillion of foreign assets; much of this is invested in the United States, and China is now one of the largest holders of U.S. Treasury securities in the world.  The globalization of trade and information over the past half century has lifted vast numbers of the world's people out of extreme poverty.  What we are seeing in countries that are export oriented, and thus able to take advantage of the present age of globalization, is a reduction in poverty and a convergence of income per capita toward industrial-country levels. In India and China, for example, globalization in recent years has lifted the incomes of more than 1 billion people above the levels of extreme poverty.   
As Nobel laureate Robert Lucas has pointed out, this feature of international capital flows is a paradox: Why doesn't capital flow from rich to poor countries? We know that labor is cheap in poor countries, and so we might think that capital would be especially productive there. Just think of how hugely profitable a factory might be in a country where wages are one-tenth of those in the United States. Capital should, therefore, have extremely high returns in such countries, and we should expect massive flows of capital from rich countries (where the returns on capital should be relatively low) to poor countries (where they should be far higher). In fact, there has been a big increase in the amount of capital moving to emerging-market economies in recent years, but capital primarily still flows from one rich country to another, where the returns on capital are similar.

Financial globalization--opening a country's financial markets to foreign capital and financial institutions--will confer several important benefits on developing countries. First, by bringing in new capital, financial globalization will lower the cost of capital, thereby encouraging investment, which in turn promotes growth. Second, when foreign capital and financial institutions are allowed to enter a country, they improve the allocation of capital. Third--the most important benefit and one not usually emphasized--globalization of a country's financial system, if it is designed to promote competition in domestic financial markets, helps promote the development of better property rights and institutions. Better property rights and institutions make the domestic financial sector work better. They facilitate the movement of capital to productive uses and prepare the domestic financial sector to better handle the increased capital flows that would come with the opening of the country's financial sector. 
With the protection of property rights, honest government, and financial oversight and enforcement, would-be investors with the best projects will be the ones who actually get external funds to invest--and this is the crucial role of the financial system. We have seen that the repression of the financial system is a great obstacle to economic growth and the reduction of poverty in poorer countries.  The development of good institutions in the advanced countries took hundreds of years; as they grew, they adapted to local conditions. Poor countries must develop their own institutions, and the citizens of these nations must feel they have ownership of the institutions or the institutions will be ineffective and short lived.  For an example of dysfunctional institutions that obstruct economic growth while benefiting certain narrow interests, consider the importance of collateralized loans. The use of collateral is a crucial tool that helps the financial system make loans because it reduces losses when loans go sour. A person who would pledge land or capital for a loan must, however, legally own the collateral.  

Hernando De Soto has documented in his book The Mystery of Capital: Why Capitalism Triumphs in the West and Fails Everywhere Else the obstacles presented by governments to development in poor nations. To give just one of De Soto's many astonishing examples, obtaining legal title to a dwelling on urban land in the Philippines can require taking 168 bureaucratic steps through 53 public and private agencies over a period of 13 to 25 years. The high cost of setting up a legal business or legally purchasing land is another barrier to establishing clear property rights in many developing countries. Businesses that are not legally established cannot get legally enforceable loans. Setting up a simple business in the United States generally requires only filling out a form and paying a nominal licensing fee. In contrast, De Soto's researchers found that legally registering a small garment workshop in Peru required 289 days, at 6 hours per day; the cost was about $1,200, which was about 30 times the monthly minimum wage. The lack of property rights for all but the very rich, as documented by De Soto, is a serious impediment to financial development. 

Government is often the primary source of financial repression in developing countries. Strong property rights, a crucial element in financial development, severely constrain a government's ability to expropriate land, factories, or ideas whenever it wants to profit from them. Rapacious governments whose rulers treat their countries as personal fiefdoms are not uncommon: We have seen these governments in Saddam Hussein's Iraq, Robert Mugabe's Zimbabwe, and Ferdinand Marcos's Philippines. Even officials in less tyrannical governments have been known to use the power of the state to get rich. Not surprisingly, then, many governments pay lip service to property rights but do not encourage a rule of law to protect them.
From the 1950s until the late 1960s, inflation rates were relatively contained, and episodes of high inflation were rare. Following the collapse of the Bretton Woods fixed-exchange-rate system in the early 1970s, however, inflation became a worldwide phenomenon. Even in Germany, where prices had been the most stable of any country in the world as tracked by the International Monetary Fund (IMF), the purchasing power of the deutsche mark declined by more than half between 1972 and 1995. For the United States, purchasing power declined more than 70 percent over this period. For roughly half of all countries reporting to the IMF, the erosion of value of the currency was more than 90 percent.  Since the early 1990s, however, worldwide inflation has significantly declined. In the advanced economies, for instance, the median inflation rate has fallen from 7 percent in the 1980s to 2 percent in the current decade. In emerging markets, the median inflation rate has fallen from 9 percent to 4 percent over the same period.

To give some specific examples, just ten or twenty years ago, annual inflation rates in Brazil and Mexico exceeded 100 percent. But during the past five to ten years, Brazilian and Mexican inflation rates have remained low. In particular, inflation in Brazil failed to spike after Brazil experienced financial crises and sharp currency depreciations in the late 1990s. Given Brazil's history of hyperinflation, this stability is especially remarkable. Brazil did experience an uptick of inflation around its presidential election in 2002, but even this was minor by historical standards. This pattern of reduced inflation is seen across many countries, large and small, developed and developing.  In Brazil and Mexico, for example, long-term inflation expectations have declined from a range of 7 percent to 10 percent a decade ago to a fairly steady 3 percent to 4 percent in recent years.  Long-term inflation forecasts in any country currently exceed 5 percent, although Venezuela provides one counterexample, with a long-term inflation forecast now of 15 percent.

Chart 3-9: Price of Gross Domestic Purchases
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Globalization, deregulation, financial innovation, and public understanding about the costs of inflation--provided the impetus for fighting inflation and opened the political path to institutional reforms, such as central bank independence, that enhance central bank credibility.  The economic benefits of price stability are too numerous and well known for me to cover here in detail. Long-run price stability certainly is essential for achieving maximum employment.  Price stability boosts growth by deepening financial markets. Given stable prices, savers and investors have more confidence about the ultimate value of their investments. Stable prices encourage the growth of financial intermediaries and financial markets.  A low inflation rate is critical for the development of bonds that must have a higher rate of interest than inflation to be an investment at all.  The development of long-term local-currency bond markets may also help to enable governments and firms to plan long-term infrastructure and investment projects that boost economic development.  The resulting enhancement of central bank governance and credibility has allowed the development of long-term bond markets in many countries and flattening of yield curves around the globe.  High inflation can destroy an economy and result in enormous hardship for everyone involved. The benefits achieved through greater central bank credibility are substantial. Fortunately, economic forces have led to better central bank behavior around the world during the past decade.

Sec. 119 Development of the World Trade Organization

Established in 1964, the United Nations Conference on Trade and Development (UNCTAD) promotes the development-friendly integration of developing countries into the world economy. UNCTAD has progressively evolved into an authoritative knowledge-based institution whose work aims to help shape current policy debates and thinking on development, with a particular focus on ensuring that domestic policies and international action are mutually supportive in bringing about sustainable development.  UNCTAD provides technical assistance tailored to the specific requirements of developing countries, with special attention to the needs of the least developed countries and of economies in transition. The highest decision-making body of UNCTAD is the quadrennial conference, at which member States make assessments of current trade and development issues, discuss policy options and formulate global policy responses. The conference also sets the organization’s mandate and work priorities.  The conference is a subsidiary organ of the United Nations General Assembly. The conferences serve an important political function: they allow intergovernmental consensus building regarding the state of the world economy and development policies, and they play a key role in identifying the role of the United Nations and UNCTAD in addressing economic development problems such as the US trade deficit. 

The World Trade Organization (WTO) was developed through a series of trade negotiations, or rounds, held under GATT culminating in the Marrakesh Agreement Establishing the World Trade Organization. The first General Agreement on Tariffs and Trade, dated 30 October 1947 dealt mainly with tariff reductions but later negotiations included other areas such as anti-dumping and non-tariff measures. The last round — the 1986-94 Uruguay Round — led to the WTO’s creation.  WTO is responsible for, 1. Administering trade agreements 2. Acting as a forum for trade negotiations 3. Settling trade disputes 4. Reviewing national trade policies 5. Assisting developing countries in trade policy issues, through technical assistance and training programmes 6. Cooperating with other international organizations.  The WTO has nearly 150 members, accounting for over 97% of world trade. Around 30 others are negotiating membership.  Decisions are made by the entire membership. This is typically by consensus. A majority vote is also possible but it has never been used in the WTO, and was extremely rare under the WTO’s predecessor, GATT.  WTO agreements have been ratified in all member parliaments.  

The primary organization is as follows.1. The WTO’s top level decision-making body is the Ministerial Conference which meets at least once every two years. 2. Below this is the General Council (normally ambassadors and heads of delegation in Geneva, but sometimes officials sent from members’ capitals) which meets several times a year in the Geneva headquarters. The General Council also meets as the Trade Policy Review Body and the Dispute Settlement Body. 3. At the next level, the Goods Council, Services Council and Intellectual Property (TRIPS) Council report to the General Council. 4. Numerous specialized committees, working groups and working parties deal with the individual agreements and other areas such as the environment, development, membership applications and regional trade agreements.

The past 50 years have seen an exceptional growth in world trade. Merchandise exports grew on average by 6% annually. Total trade in 2000 was 22-times the level of 1950. GATT and the WTO have helped to create a strong and prosperous trading system contributing to unprecedented growth. In February 1997 agreement was reached on telecommunications services, with 69 governments agreeing to wide-ranging liberalization measures that went beyond those agreed in the Uruguay Round.  In the same year 40 governments successfully concluded negotiations for tariff-free trade in information technology products, and 70 members concluded a financial services deal covering more than 95% of trade in banking, insurance, securities and financial information.  In 2000, new talks started on agriculture and services. These have now been incorporated into a broader agenda launched at the fourth WTO Ministerial Conference in Doha, Qatar, in November 2001. The work program established in the Doha Development Agenda (DDA), adds negotiations and other work on non-agricultural tariffs, trade and environment, WTO rules such as anti-dumping and subsidies, investment, competition policy, trade facilitation, transparency in government procurement, intellectual property, and a range of issues raised by developing countries as difficulties they face in implementing the present WTO agreements.  Talks have broken down this 2006, this is attributed to farm subsidies.  The principle that needs to be made clear is that the WTO does not approve of export subsidies.  Domestic subsidies are left to the discretion of the national government.  The WTO would be more agreeable if they would counsel the USA individually in regards to implementing Buy American Import Substitution programs to redress the international trade imbalance.  

The historic commitment of world leaders to establish the Millennium Development Goals has re-iterated the plain and simple fact that the essential ingredient to making the world a better place to live is international cooperation.  In 2004, the world economy recorded an overall excellent performance with the highest output expansion in more than a decade.  According to the World Bank developing countries shared fully in this expansion, as they experienced their fastest GDP growth in the last three decades. Trade growth was also very strong with the developing countries' share in world merchandise exports reaching a 50-year peak of 31 per cent.

The two reasons for this success are commodity price increases that arose from robust global demand for raw materials and a strong expansion in the exports of manufactured goods. These two reasons explain the fact that all major developing regions recorded trade and current account surpluses in 2004. They have also contributed to the export performance of LDCs, which recorded their largest share of world merchandise trade since the mid eighties of 0.68 per cent. China's emergence as one of the world's most important traders of manufactured goods has also had a positive effect on world trade. In 2004, its share of world exports doubled from 10 years ago to 8 per cent. On the import side, China's role as a market for raw materials rose sharply in recent years. In 2004, China's share of world fuels imports was about 4.5 percent, or three times larger than a decade ago.

The overall strong trade performance in 2004 was clouded by the existence of large current account imbalances, in particular between the United States and East Asia. These imbalances widened further in the first half of 2005, a development which harbors considerable risks for the future expansion of the global economy an for trade in particular. The current US trade (current account) deficit is equivalent to 7% of world merchandise trade and a stabilization of this deficit or its reduction through a slowdown of United States' imports could severely affect the prospects for global trade expansion.

Following the strong 9 percent growth of world trade in 2004, the "'TO Secretariat projects real trade growth for 2005 to be 6.5%. This prediction is supported by data for the first quarter of 2005, which points to an even sharper than expected deceleration of trade in Western Europe and Asia. It is still too early to adjust this forecast downward, but the weak trade performance in the first quarter together with stronger than projected oil prices highlight its fragility. International trade can be a powerful and effective driver for poverty alleviation and economic well-being. Success in achieving the MDGs however, cannot be defined by trade negotiations. What matters is making trade work as a too] for development, which can only arise if openness is implemented in the context of coherent economic policies. A successful set of negotiations which addresses market access conditions and disciplines government support in agriculture combined with debt relief and enhanced aid will better position national governments to achieve the MDGs.
Multilateral trading rules gave room for greater government latitude in the past.  The multilateral trade environment was indeed more permissible in the past. Over the years, clauses were introduced in the General Agreement on Tariff s and Trade (GATT) that accorded special prerogatives to developing countries. The original Agreement (article XXXVI, para. 8) had stated that developed countries should not expect reciprocity for commitments.  They made, that is to say, developing countries were not supposed to make concessions that were inconsistent with their development needs. The principle of non reciprocity implied that developing countries could commit themselves to limited market access provisions and limited tariff binding.  Restrictions need to be considered in terms of their contribution to development. 

In the Uruguay Round of multilateral trade negotiations (1986-1994), the “single undertaking” approach replaced the code approach. Developing countries were no longer given the choice to opt out of certain agreements. Accordingly, countries had to accept the additional disciplines brought about by, among others, the Agreement on Trade-related Investment Measures, the Agreement on Subsidies and Countervailing Measures the Agreement on Trade-related Aspects of Intellectual Property Rights and the General Agreement on Trade in Service.  The Agreement on Trade-related Aspects of Intellectual Property Rights, by establishing minimum levels of protection on intellectual property rights, prohibits or restricts practices such as copying, compulsory licensing, and reverse engineering which were widely used by some developing (and developed) countries as a means of catching up.  The Agreement on Trade-related Investment Measures does not allow for the use of performance–related measures for foreign investors that have an eff ect on trade, such as local content and trade-balancing requirements. Nevertheless, export and technology transfer requirements are permitted.  

The Agreement on Subsidies and Countervailing Measures, on the other hand, renders illegal subsidies, fiscal credit and incentives that require recipients to reach export targets or that are tied to actual or expected export earnings. Subsidies linked to the use of domestic products are also forbidden.  Countries whose per capita GDP is below $1,000 are exempt from these commitments, but differential treatment for other developing countries is limited to an extended phase-out period.  Some forms of intervention are still World Trade Organization compatible.  Duty-free provisions can be maintained, as well as certain forms of export assistance, including public export credits. Furthermore, certain elements of the export incentive structure may, while becoming World Trade Organization-compatible, be transformed in order to meet the same targets.  

Tariff harmonization and reduced tariff dispersion undermine the use of tariff structure as a policy tool.  Developing countries need a combination of relatively low and high tariff s applied to different sectors at different periods as they promote the structural transformation of their economies. Patterns of production and integration are relevant for growth.  Improved market access is needed for faster convergence by developing countries.  Countries need to be careful before trying to quickly replicate an alternative that worked in the past and need to avoid mistakes associated with some of the policies adopted before.  A policy environment within which to facilitate structural transformation is needed.  There is very little evidence to suggest that simply by opening up and stabilizing the economy, and increasing inflows of Foreign Direct Investment, developing countries will enter a rapid and sustainable development path.

The Agreement on Trade Related Aspects of Intellectual Property Rights (TRIPS) accords to all people treatment no less favourable than that it accords to its own nationals with regard to the protection of intellectual property.  With regard to the protection of intellectual property, any advantage, favour, privilege or immunity granted to the nationals of any other country shall be accorded immediately and unconditionally to the nationals of all others without constituting any arbitrary or unjustifiable discrimination against anybody.  The protection and enforcement of intellectual property rights should contribute to the promotion of technological innovation and to the transfer and dissemination of technology, to the mutual advantage of producers and users of technological knowledge and in a manner conducive to social and economic welfare, and to a balance of rights and obligations.  In formulating or amending their laws and regulations, the people may adopt measures necessary to protect public health and nutrition, and to promote the public welfare in sectors of vital importance to their socio-economic and technological development.

Sec. 120 History of International Trade and Development
Two thousand years ago, the Romans unified their far-flung empire through an extensive transportation network and a common language, legal system, and currency. A millennium and a half later, at the end of the fifteenth century, the voyages of Columbus, Vasco da Gama, and other explorers initiated a period of trade over even vaster distances. These voyages of discovery were made possible by advances in European ship technology and navigation, including improvements in the compass, in the rudder, and in sail design. The sea lanes opened by these voyages facilitated a thriving intercontinental trade--although the high costs of and the risks associated with long voyages tended to limit trade to a relatively small set of commodities of high value relative to their weight and bulk, such as sugar, tobacco, spices, tea, silk, and precious metals. Much of this trade ultimately came under the control of the trading companies created by the English and the Dutch. These state-sanctioned monopolies enjoyed--and aggressively protected--high markups and profits. Influenced by the prevailing mercantilist view of trade as a zero-sum game, European nation-states competed to dominate lucrative markets, a competition that sometimes spilled over into military conflict. 

Martin Luther wrote in 1524: But foreign trade, which brings from Calcutta and India and such places wares like costly silks, articles of gold, and spices--which minister only to ostentation but serve no useful purpose, and which drain away the money of the land and people--would not be permitted if we had proper government and princes... God has cast us…off to such an extent that we have to fling our gold and silver into foreign lands and make the whole world rich, while we ourselves remain beggars. 

Global economic integration took another major leap forward during the period between the end of the Napoleonic Wars in 1815 and the beginning of World War I. International trade again expanded significantly as did cross-border flows of financial capital and labor. Once again, new technologies played an important role in facilitating integration: Transport costs plunged as steam power replaced the sail and railroads replaced the wagon or the barge, and an ambitious public works project, the opening of the Suez Canal, significantly reduced travel times between Europe and Asia. Communication costs likewise fell as the telegraph came into common use. One observer in the late 1860s described the just completed trans-Atlantic telegraph cable as having "annihilated both space and time in the transmission of intelligence". Trade expanded the variety of available goods, both in Europe and elsewhere, and as the trade monopolies of earlier times were replaced by intense competition, prices converged globally for a wide range of commodities, including spices, wheat, cotton, pig iron, and jute.

The structure of trade during the post-Napoleonic period followed a "core-periphery" pattern. Capital-rich Western European countries, particularly Britain, were the center, or core, of the trading system and the international monetary system. Countries in which natural resources and land were relatively abundant formed the periphery. Manufactured goods, financial capital, and labor tended to flow from the core to the periphery, with natural resources and agricultural products flowing from the periphery to the core. The composition of the core and the periphery remained fairly stable, with one important exception being the United States, which, over the course of the nineteenth century, made the transition from the periphery to the core. The share of manufactured goods in U.S. exports rose from less than 30 percent in 1840 to 60 percent in 1913, and the United States became a net exporter of financial capital beginning in the late 1890s.

Britain's embrace of free trade and free capital flows helped to catalyze international integration in the nineteenth century. Fifteenth-century China provides an opposing example. In the early decades of that century, the Chinese sailed great fleets to the ports of Asia and East Africa, including ships much larger than those that the Europeans were to use later in the voyages of discovery. These expeditions apparently had only limited economic impact, however. Ultimately, internal political struggles led to a curtailment of further Chinese exploration. Evidently, in this case, different choices by political leaders might have led to very different historical outcomes.

How does the current wave of global economic integration compare with previous episodes? In a number of ways, the remarkable economic changes that we observe today are being driven by the same basic forces and are having similar effects as in the past. Perhaps most important, technological advances continue to play an important role in facilitating global integration. For example, dramatic improvements in supply-chain management, made possible by advances in communication and computer technologies, have significantly reduced the costs of coordinating production among globally distributed suppliers. 

Another common feature of the contemporary economic landscape and the experience of the past is the continued broadening of the range of products that are viewed as tradable. In part, this broadening simply reflects the wider range of goods available today--high-tech consumer goods, for example--as well as ongoing declines in transportation costs. Particularly striking, however, is the extent to which information and communication technologies now facilitate active international trade in a wide range of services, from call center operations to sophisticated financial, legal, medical, and engineering services. 

The critical role of government policy in supporting, or at least permitting, global economic integration, is a third similarity between the past and the present. Progress in trade liberalization has continued in recent decades--though not always at a steady pace, as the recent Doha Round negotiations demonstrate. Moreover, the institutional framework supporting global trade, most importantly the World Trade Organization, has expanded and strengthened over time. Regional frameworks and agreements, such as the North American Free Trade Agreement and the European Union's "single market," have also promoted trade. Government restrictions on international capital flows have generally declined, and the "soft infrastructure" supporting those flows--for example, legal frameworks and accounting rules--have improved, in part through international cooperation. 

Four differences between the current wave of global economic integration and past episodes seem most important. First, the scale and pace of the current episode is unprecedented. For example, in recent years, global merchandise exports have been above 20 percent of world gross domestic product, compared with about 8 percent in 1913 and less than 15 percent as recently as 1990; and international financial flows have expanded even more quickly. Second, the traditional distinction between the core and the periphery is becoming increasingly less relevant, as the mature industrial economies and the emerging-market economies become more integrated and interdependent.  Third, production processes are becoming geographically fragmented to an unprecedented degree.  Rather than producing goods in a single process in a single location, firms are increasingly breaking the production process into discrete steps and performing each step in whatever location allows them to minimize costs. In some cases international production chains are managed almost entirely within a single multinational corporation (roughly 40 percent of U.S. merchandise trade is classified as intra-firm).  The final item is that international capital markets have become substantially more mature. Although the net capital flows of a century ago, measured relative to global output, are comparable to those of the present, gross flows today are much larger. Moreover, capital flows now take many more forms than in the past.

During the so-called golden age of 1950-1973, most developing regions experienced rapid economic growth. In contrast, the final two decades of the twentieth century brought a worrisomely large number of “growth collapses”, with only a few developing economies able to sustain fast rates of growth.  The four point plan for continuing development in developing countries since the Millennium Declaration are: One, fostering active trade and production sector policies to encourage the structural transformation of developing country economies, aimed at encouraging the diversification of production sector structures, creating strong domestic linkages among production activities, and upgrading technologies. International rules should be reviewed in this light, while avoiding at the same time some mistakes of past industrial policies.

Two, open up more space for counter-cyclical macroeconomic policies, striking a better balance between fiscal and monetary prudence and flexibility, and making price stability less an objective in itself than an intermediate goal of economic growth and employment creation. The effectiveness of these domestic policy efforts will also require policy interventions at the international level to dampen financial volatility. Three, ensuring sustained levels of public spending to make the necessary investments in infrastructure and human capital. This means that additional fiscal space needs to be created through increased efficiency of public expenditures, through improved governance and strengthening of the tax base and, for the poorest countries, through additional official development assistance (ODA). Four, promoting gradual, country-specific and home-made institutional reforms. International cooperation can help in this regard by supporting such gradual domestic processes, by fully respecting the principle of ownership of domestic policies and institutions and, particularly, by avoiding the proliferation of institutional conditionality.
After the “golden age”, a dual pattern of divergence emerged.  In the 1960s and 1970s, nearly 50 developing countries had had sustained growth, but only 20 thereafter.  There was a distinct downturn in international development through the 1980s.  Sustained growth occurred more often again in the 1990s, but at levels far below those of the golden age.  Growth successes and collapses have clustered in specific time periods.  The major general downturn took place around 1980.  The oil shock of 1973 had disturbed the normal functioning of the economies of developed countries, generating inflation and recession, and had important effects on developing countries as well.  Two major and largely unexpected shocks explain this generalized downturn in the developing world. The first was the permanent effect of the interest rate shock of 1979. Real interest rates in the United States (using the rate on 10-year Treasury Bills as the benchmark) had increased from -1.8 per cent in 1979 to 3.6 per cent in 1981, reaching a peak of 8.2 per cent in 1984. The cost of borrowing for developing countries was even higher as the average risk premium (over the London Interbank Offered Rate (LIBOR)) paid by developing countries had risen in real terms from 2.5 to 22.0 percentage points between 1979 and 1981.  
Growth successes and collapses not only appear to be concentrated in particular time periods, but also tend to coincide in particular regions of the world. Most of the successful growth stories have occurred in East Asia, while most growth collapses have been seen in Africa. Also, growth performance in Latin America has been rather uniform among the countries of the region, but different when the region is compared with other regions in the world.  The size of the group of poorest countries decreased between 1960 and 1980.  During the 1980s and 1990s, the number of countries in the low-income group increased.  Because of the generally poor growth performance of developing countries during the 1980s and part of the 1990s, membership in the lowest-income group had increased to 75 countries by 2001, with several countries members of the Commonwealth of Independent States (CIS) as well as some Latin American countries having joined the group.  In CIS and Eastern and Central European countries, upward convergence had occurred during 1960-1980 and up to 1990 when the dismantling of the communist bloc took place. During their transition to becoming market economies, two trends emerged. On the one hand, the Central European countries and the Baltic States, which by now had acceded to EU membership, retained their position in the upper middle income group. The rest, on the other hand, experienced an absolute decrease in GDP per capita which caused them to converge downward to a lower income group. In Latin America and the Caribbean, Brazil’s economy had strongly expanded during the golden age at a rate of 3.8 per cent per year in per capita terms and by 1980 its income level surpassed the average for the world. This also held for Mexico. Argentina, Honduras and Peru, on the other hand, dropped into lower income group.  
In the 1990s, some 60 countries in various parts of the world actually grew poorer.  Today, nearly 3 billion people subsist on less than $2 a day, the same number as 10 years ago.  Clean drinking water remains out of reach for more than 1 billion people, while environmental degradation continues to render once fertile soils incapable of supporting the most basic needs of families.  The Millennium Development Goals present an opportunity for ECOSOC to rally around a concrete set of clear, universally acclaimed and achievable targets.  The world as a whole is on track to meet the target of cutting in half the proportion of people living on a dollar a day or less by 2015. The starting date for all of this was 1990. At that time, 28% of the world lived on a dollar a day or less. Today that has dropped to 19%. Now, the first thing to say about this is that it is significantly driven by the extraordinary success in southern and eastern Asia and we’ve done less well in Latin America where progress has only been from 11 down to 9%. And of course, as I think you all know, in Sub-Saharan Africa poverty of this kind remains stubbornly stuck at 44%, although even there, there is some real evidence now that improved economic performance, along with additional donor assistance and debt relief, could be laying the groundwork to start making significant improvements there too.  

The large inequalities in income are paralleled by huge disparities in other indicators of well-being.  In 2002, the life expectancy of a child born in Japan (82 years), Switzerland (80 years) or the United States (77 years) was more than double that for a child born in Zambia (37 years), Malawi (38 years) or Botswana (38 years). Similarly, opportunities in education show huge disparities across countries.  Educational attainment measured in years of schooling amounted to less than 4 years in sub-Saharan Africa but to more than 12 years in developed countries.  In 1960, for instance, there were 73 countries whose citizens had a life expectancy of less than 50 years and 45 countries whose citizens had a life expectancy of 65 years or more.  Productivity growth in developed countries mainly relies on technological innovation. For developing countries, however, growth and development are much less about pushing the technology frontier and much more about changing the structure of production towards activities with higher levels of productivity.  Developing economies grow faster as the importance of the industrial and services sectors increases and that of agriculture decreases.  The economy of China underwent an impressive and rapid structural change.
Markets for some goods are easier to enter than others but this may not allow for sustained fast growth in the long run.  Over the past 40 years, merchandise trade grew rapidly. The value of global merchandise trade increased at an annual average rate of 10.4 per cent, and its volume by 6 per cent during the period 1962-2000.  Although developed economies still dominate all non-oil export markets, developing countries have rapidly expanded their participation in global markets, especially since the second half of the 1980s.  During the period 1962-1980, the annual average rate of growth of world merchandise trade had grown by 15.7 per cent in value terms and by 7.1 per cent in volume terms. The corresponding figures for the period 1981-2000 were 5.8 per cent and 5.1 per cent.  

Adequate provision of the goods and services, wealth redistributions and participatory decision-making processes strengthen social cohesion.  A widespread sharing of the benefits of growth creates a sense of justice and fairness among the population.  The effectiveness of the system is determined, to a large extent, by its ability to promote growth and rising levels of income and overall well-being and to achieve social cohesion and, in general, to produce a society that is perceived by its citizens as being just and fair.

Sec. 121 Federal Reserve Monetary Policy
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 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 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. First, conducting the nation’s monetary policy by influencing money and credit conditions in the economy in pursuit of maximum employment and stable prices.  Second, 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 Third, protecting the credit rights of consumers, and encouraging banks to meet the credit needs of consumers, including those in low- and moderate-income neighborhoods.  Fourth, playing a major role in operating the nation’s payment systems.  Fifth, providing certain financial services to the U.S. government, the public, financial institutions, and foreign official institutions. 

Chart 3-10: Federal Funds Rate Target
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Interest rates have been one of the leading methods with which the Fed competes with inflation. As banks increase or decrease loans, the nation's money supply increases or decreases. That, in turn, decreases or increases interest rates. In response to a recession beginning in July of 1990 and ending in March of 1991 the Fed made significant cuts in interest rates.  Then as inflationary pressures began to increase in 1994, the Federal Reserve began to raise rates. In response to increased inflationary pressures once again in 1999, the Federal Reserve raised rates six times from June 1999 through May of 2000. Growth began to slow at the end of 2000. The slowing growth was one indication of the need for a change in monetary policy that would boost spending in the economy. The Fed responded by cutting the target federal funds rate throughout the year. Then as the economy began to recover from the recession and the Fed turned to concerns that the economy did not need as much stimulation, a series of increases in the target were undertaken.  The slump in growth has put increase rate hikes on hold and there is consideration for continuing with the current increase. 
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’s responsibility for managing the money supply was established at its founding in 1913, as the first sentence of the Federal Reserve Act directed the nation’s new central bank "to furnish an elastic currency."  The Federal Reserve’s first fifteen years were a period of relative prosperity, but the crash of 1929 ushered in a decade of global financial instability and economic depression.  Subsequent scholarship, notably the classic monetary history by Milton Friedman and Anna J. Schwartz (1963), argued that the Federal Reserve’s failure to stabilize the money supply was an important cause of the Great Depression. 

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 Truth in Savings 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 1978, 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.
The Federal Reserve began to pay more attention to money in the latter part of the 1930s.  Central to these efforts was the Harvard economist Lauchlin Currie, whose 1934 treatise, The Supply and Control of Money in the United States, was among the first to provide a practical empirical definition of money.  Currie argued that collection of monetary data was necessary for the Federal Reserve to control the money supply, which in turn would facilitate the stabilization of the price level and of the economy more generally. In 1934, Marriner Eccles asked Currie to join the Treasury Department, and later that year, when Eccles was appointed to head the Federal Reserve, he took Currie with him.  Currie’s tenure at the Federal Reserve helped to spark new interest in monetary statistics.  In 1939, the Federal Reserve began a project to bring together the available historical data on banking and money.  This effort culminated in 1943 with the publication of Banking and Monetary Statistics, which included annual figures on demand and time deposits from 1892 and on currency from 1860.  Academic interest in monetary aggregates increased after World War II.  Milton Friedman’s volume Studies in the Quantity Theory of Money, which contained Phillip Cagan’s work on money and hyperinflation, appeared in 1956, followed in 1960 by Friedman’s A Program for Monetary Stability, which advocated that monetary policy engineer a constant growth rate for the money stock.  Measurement efforts also flourished.  In 1960, William J. Abbott of the Federal Reserve Bank of St. Louis led a project that resulted in a revamping of the Fed’s money supply statistics, which were subsequently published semimonthly. 

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.  

Various special factors have also contributed to the observed instability.  For example, between one-half and two-thirds of U.S. currency is held abroad.  As a consequence, cross-border currency flows, which can be estimated only imprecisely, may lead to sharp changes in currency outstanding and in the monetary base that are largely unrelated to domestic conditions. Forecasts of money growth are based on expert judgment with input from various estimated models and with knowledge of special factors that are expected to be relevant.  Unfortunately, forecast errors for money growth are often significant, and the empirical relationship between money growth and variables such as inflation and nominal output growth has continued to be unstable at times.  Although a heavy reliance on monetary aggregates as a guide to policy would seem to be unwise in the U.S. context, money growth may still contain important information about future economic developments.  Attention to money growth is thus sensible as part of the eclectic modeling and forecasting framework used by the U.S. central bank.

Sec. 122 Survey of Small Business Finance

Since its founding on July 30, 1953, the U.S. Small Business Administration (SBA) has delivered about 20 million loans, loan guarantees, contracts, counseling sessions and other forms of assistance to small businesses.  Nearly 20 million small businesses have received direct or indirect help from one or another of those SBA programs since 1953, as the agency has become the government's most cost-effective instrument for economic development.  In fact, SBA's current business loan portfolio of roughly 219,000 loans worth more than $45 billion makes it the largest single financial backer of U.S. businesses in the nation. Over the past 10 years,  (FY 1991-2000), the SBA has helped almost 435,000 small businesses get more than $94.6 billion in loans, more than in the entire history of the agency before 1991. No other lender in this country - perhaps no other lender in the world -  has been responsible for as much small business financing as the SBA has during that time. Since 1958, SBA’s venture capital program has put more than $30 billion into the hands of small business owners to finance their growth.

Small businesses—nonfarm entities with fewer than 500 employees—are an integral part of the U.S. economy. They account for about half of private sector output, employ more than half of private-sector workers, and have generated 60 percent to 80 percent of net new jobs annually over the past decade.  Newly available data from the Federal Reserve Board’s 2003 Survey of Small Business Finances (SSBF) provide detailed information on the use of credit and other financial services by these firms.  The latest survey gathered data from 4,240 firms selected to be representative of small businesses operating in the United States at the end of 2003. In 1998 the economy was in its seventh year of sustained economic expansion. The annual unemployment rate had fallen to 4.5 percent; the consumer price index rose 1.6 percent, gross domestic product grew 4.4 percent, and productivity in the non-farm business sector increased 2.7 percent.
In 2003 the economic climate for small businesses was quite different than in 1998. A recession in 2001 was followed by a sluggish recovery. By the end of 2003, the pace of economic activity was picking up, although many small businesses were likely still feeling some effects from the sub-par performance in the preceding few years. Many small businesses had failed, and those that had weathered the period were probably facing declining revenues. Health-care costs had increased sharply, venture capital opportunities had declined, and banks had instituted new fees and raised existing fees and balance requirements. At the same time, interest rates in 2003 were lower than they had been in decades; these low rates made relatively low cost new loans available and provided opportunities for substantial savings from refinancing.
The composition of small businesses has remained largely unchanged between the 1998 and 2003 surveys.  The large majority continued to be very small and owner-managed. More than 80 percent of firms employed fewer than ten workers, and less than 3 percent employed fifty or more. More than 70 percent of firms had annual sales of less than $500,000, and more than 80 percent had assets of less than $500,000. Finally, more than 85 percent conducted business out of a single location, and the vast majority

of owners (94 percent) managed day-to-day activities themselves.
In 2003, 47 percent of all small businesses were corporations (31 percent were S corporations and 16 percent were C corporations), 45 percent were proprietorships, and the remaining 9 percent were partnerships.  Among partnerships, the average firm had 2.9 owners, and the partner with the largest share controlled 52.3 percent of the firm. Compared with partnerships, C corporations had more owners (10.2 on average), but the

largest owner held a larger share of the firm (73.0 percent). S corporations had 2 owners on average, with the largest shareholder controlling 76.6 percent of the firm.  The smallest firms (0–1 employees) had an average of 1.2 owners; intermediate sized

firms (5–19 employees and 20–49 employees) had 2.4 and 8.7 owners respectively; and the largest firms (100–499 employees) had 13 owners. The ownership share of the first owner decreased as the number of owners increased, from 94.6 percent among the smallest firms to 62.9 percent among the largest.
Service industries (both business and professional services) accounted for the largest fraction—46 percent— of small businesses’ primary activities, and 18 percent of all firms were primarily in retail trade. The geographic distribution of the firms corresponded closely to the distribution of the population: 35 percent in the South, 24 percent in the West, 21 percent in the Midwest, and 20 percent in the Northeast. About 79 percent of firms had their headquarters or main office in an urban area, and the remaining 21 percent were in rural areas. The vast majority of the firms (95 percent) conducted business primarily within the United States, and the remaining 5 percent operated internationally.
The 2003 categories were transaction services, credit card and debit card processing, cash management, credit-related services, brokerage services, and trust and pension services. The most widely used financial management service in 2003 continued to be transaction services (39 percent) followed closely by credit and debit card processing (37 percent). Trust and pension services were used by nearly 20 percent of firms, whereas cash management, credit-related, and brokerage services were each used by roughly 5 percent of firms.  Trade credit was used by 60 percent of small businesses in 2003.  A firm receives trade credit when its suppliers collect payment after, rather than at the time of, the receipt of goods or services. In 2003, depository institutions were used by 96 percent of all firms, roughly the same percentage as in 1998.  

Sec. 123 Risk Management in the Internet Age

Historically, the goals of banking regulation have included the safety and soundness of bank operations, the stability of the broader financial system, the promotion of competition and efficiency in banking, assistance to law enforcement, consumer protection, and broader social objectives.  In setting regulatory and supervisory policy, we are first concerned with ensuring that the rules reflect the intent of the Congress a manner that provides the greatest benefit at the lowest cost to society as a whole.  The prevention and detection of the criminal misuse of the financial system, including threats to national security such as the financing of terrorist activities, are among the highest of public policy priorities. The primary goal of the Bank Secrecy Act (BSA), passed by the Congress in 1970, is to help deter, detect, and investigate money laundering, invasions of privacy and other financial crimes, including terrorist financing and identity theft.  

To address these possible market failures, to ensure that depository institutions help to meet the credit needs of their communities, and to achieve broader social goals such as expanding home ownership, the Congress in 1977 passed the Community Reinvestment Act (CRA). A key goal of the CRA is to induce banking institutions to invest in acquiring the knowledge and expertise needed to find profitable lending opportunities in lower-income neighborhoods, thereby removing an important barrier to the extension of credit in those neighborhoods.
There is a growing understanding that good risk management should be an integral part of running any type of business.  Emergency Risk Management ERM includes aligning the entity's risk appetite and strategies, enhancing the rigor of the entity's risk-response decisions, reducing the frequency and severity of operational surprises and losses, identifying and managing multiple and cross-enterprise risks, proactively seizing on the opportunities presented to the entity, and improving the effectiveness of the entity's capital deployment. 

With wire transfers and similar transactions, a banking organization could suffer a significant financial loss from unauthorized transfers and incur considerable damage to its reputation if operational risks are not properly mitigated. A few recurring recommendations from our reviews are to (1) establish reasonable approval and authorization requirements for wire transactions to ensure that an appropriate level of management is aware of the transaction and to establish better accountability; (2) establish call-back procedures, passwords, funds transfer agreements, and other authentication controls related to customers' wire transfer requests; and (3) pay increased attention to authentication controls, since this area may also be particularly susceptible to external fraud. 
As you have probably noticed, cyber attacks and security breaches involving nonpublic customer information appear in the headlines almost every week. These events have cost the financial services industry millions of dollars in direct losses and have done considerable reputation damage. The cost of identity theft to affected consumers is also significant. Banking organizations' increased use of the Internet as a communication and delivery channel have resulted in the need for and use of more-sophisticated control mechanisms, such as enterprise-wide firewall protections, multifactor authentication schemes, and virtual private-network connections. 

While many of the widely publicized information security breaches have involved parties outside the affected banking organization accessing the organization's customer information, organizations also remain at risk for breaches or misuses of information by an insider. During our examination activities, we have seen operating losses that were traced back to weak controls over insiders' access to information technology systems interfacing with electronic funds transfer networks. Further investigation into these situations suggests that the duration and magnitude of the fraud and resulting losses is a direct function of the internal party's access to accounting and related systems.

Several lessons have emerged. First, institutions should tightly control access to funds transfer systems and ensure that access settings enforce separation of duties, dual controls, and management sign-offs. Second, an institution's senior management should be restricted from regular access to business-line functional systems, especially funds transfer systems. When such restriction is impractical, additional controls must be in place and functioning effectively. Finally, effective management of information security risk, even when focused on a specific function, requires an enterprise-wide approach to yield a true and complete evaluation of the associated risks.

Sec. 124 Free Trade and Human Rights
Free trade agreements provide for bilateral and multilateral negotiations regarding the Harmonized Tariff Schedule of the United States. The U.S. trade strategy is to pursue multiple market-opening initiatives on a global, regional and bilateral basis, establishing models of success that can be used throughout all negotiations.  Farmers, workers and manufacturers benefit from the reduction of arbitrary and discriminatory trade rules, while consumers enjoy lower prices and more choices.  The Trade Agreement Act of 1979 19USC§2503 ensures that parties fully agree to fulfill their rights and obligations of bilateral and multilateral international agreements regarding trade and human rights.  The acceptance of an agreement by the European Communities on behalf of its member countries shall also be treated as acceptance of that agreement by each member country.  Section 305 of the Trade Agreements Act of 1979 19USC§2515 ensures that the preparation of the recommendations for the reorganization of trade functions with particular regard to the tendering procedures.

The purpose of these agreements is to raise consciousness of the existing ties of history, geography, culture and economics, which have bound our peoples together.  The treaties promote regional peace and friendship.  Parties endeavor to develop and strengthen the traditional, cultural and historical tries of friendship, good neighbor ness and cooperation that bind us together to fulfill in good faith the obligation to conduct all affairs with Amity.  The negotiation of treaties promotes active cooperation in the economic, social, technical, scientific, and administrative fields on the basis of equality, non-discrimination and mutual benefit to foster peace, harmony and stability in the region for the purpose of furthering economic growth in the region.  States shall not engage in behavior that constitutes a threat to the political and economic stability, sovereignty or territorial integrity of another State.  The pacific resolution of disputes shall be arranged for.  Immigration is protected as a right and individuals shall be permitted to enter, travel and reside in the territories of other States under the laws of that land.  There shall be freedom of commerce and navigation in all countries although the States shall regulate it and impose upon foreign goods the national treatment in regards to taxes, tariffs and imposts.  
By strengthening the rules and procedures governing trade and investment on this continent, the NAFTA has allowed trade and investment flows in North America to skyrocket. According to figures of the International Monetary Fund, total trade among the three NAFTA countries has more than doubled, passing from US$306 billion in 1993 to almost US$621 billion in 2002. That’s US$1.2 million every minute. The FTAA remains a priority for the United States and is an important part of our global, regional and bilateral trade agenda to open markets and level the playing field for American farmers, workers, businesses and consumers and in this specific case to promote economic growth, development integration throughout the hemisphere. The challenge since the Miami Ministerial 16-21 November 2003 has been how to translate the issue of having a two-track negotiation in which all 34 FTAA participants agree on a common set of commitments, obligations and benefits and how to translate that into the practical negotiations. Although it is too early to account for its rewards the primary product of the FTAA has been the CAFTA-DR between the United States, Costa Rica, the Dominican Republic, El Salvador, Guatemala, Honduras, and Nicaragua entered into under the authority of the Bipartisan Trade Promotion Authority Act of 2002 19USC§3803(b).  
In May 2003, the President proposed a plan of graduated steps for Middle Eastern nations to increase trade and investment with the United States and others in the world economy. The first step is to work closely with peaceful nations that want to become members of the World Trade Organization (WTO) in order to expedite their accession. As these countries implement domestic reform agendas, institute the rule of law, protect property rights (including intellectual property), and create a foundation for openness and economic growth, the United States will take a series of graduated steps with countries in the region tailored to their level of development.  The U.S. will expand and deepen economic ties through Trade and Investment Framework Agreements (TIFAs), Bilateral Investment Treaties (BITs), and comprehensive Free Trade Agreements (FTAs), and will enhance the Generalized System of Preferences (GSP) program for eligible countries.
Wealth by itself does not promote democracy if the wealth is controlled by the state or a small ruling elite. A resource-rich country can have a relatively high per capita gross domestic product, but if its natural wealth is centrally held and does not nurture an autonomous middle class that earns its wealth independently of the state, the prospects for political pluralism, civil liberties, and democracy are probably no better than in a poor country without resources. For wealth to cultivate the soil for democracy, it must be produced, retained, and controlled by a broad base of society, and for wealth to be created in that manner, an economy must be relatively open and free.  Political rights are defined as the ability of a nation’s citizens “to participate freely in the political process. This includes the right to vote and compete for public office and to elect representatives who have a decisive vote on public policies.” Civil liberties, “include the freedom to develop opinions, institutions, and personal autonomy without interference from the state.
The recent trend toward the globalization of free trade has been accompanied by a trend toward greater political and civil liberty around the world. In the past 30 years, cross-border flows of trade, investment, and currency have increased dramatically, and far faster than output itself.  Trade barriers have fallen unilaterally and through multilateral and regional trade agreements in Latin America; the former Soviet bloc nations; East Asia, including China; and more developed nations as well.  During that same period, political and civil liberties have been spreading around the world.  Thirty years ago democracies were the exception in Latin America, while today they are the rule. Many former communist states from the old Soviet Union and its empire have successfully transformed themselves into functioning democracies that protect basic civil and political freedoms. In East Asia, democracy and respect for human rights have replaced authoritarian rule in South Korea, Taiwan, Thailand, the Philippines, and Indonesia.

Trade policy has implications beyond economic growth and living standards. It can directly and indirectly influence a nation’s political development by decentralizing power and influence, by spreading technology, information, and ideas in a society, and by raising incomes and creating a larger middle class.  Theory and evidence together argue that trade liberalization and a more general openness to the global economy do correlate with more political and civil freedom, in the world as a whole and within individual countries.  Free trade and globalization do not guarantee democracy and respect for human rights, but they do provide a more favorable trade wind for achieving those goals.
Milton Friedman, the Nobel-prize-winning economist, noted the connection between economic and political freedom in his 1962 book, Capitalism and Freedom: Viewed as a means to the end of political freedom, economic arrangements are important because of their effect on the concentration or dispersion of power.  The kind of economic organization that provides economic freedom directly, namely competitive capitalism, also promotes political freedom because it separates economic power from political power and in this way enables the one to offset the other. As Seymour Martin Lipset observed in his classic study, Political Man: The Social Bases of Politics: The more well-to-do a nation, the greater the chances that it will sustain democracy and human rights.
Sec. 125 Operation American Freedom 

The ideal of free human beings enjoying freedom from fear and want can only be achieved if conditions are created whereby everyone may enjoy his economic, social and cultural rights, as well as his civil and political rights as they determine for themselves.  For trade and the economy to succeed the State must respect the inherent dignity and equal and inalienable rights of all members of the human family as the foundation of freedom, justice and peace in the world or people do not want to do business. Throughout the 20th century America has been a bastion of free market liberalism and democracy.  Until the third quarter of the century the US ran an international trade surplus however in 1971 a trade deficit manifested that was wrestled with in the 1970s after which time the nation resigned to a deficit that began to grow at an alarming rate in 1998 and the trade deficit is now nearly so large as exports.

Chart 3-11: US International Trade in Goods [in million] 1965-2005
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The fact that the international trade deficit is increasing and the liberal theory that that the market is reliant upon freedom from fear and want indicate that there must be an infringement upon the civil liberties obstructing the sale of American made goods.  This theory is vindicated in the timing of the first appearance of a trade deficit in 1971, the same year that Nixon embarked on the “war on drugs” against the criticism of the United Nations.  This theory is further reinforced in the way that the deficit began increasing at the time that mandatory minimum sentencing was first introduced.  It was not however until the Clinton administration reinforced mandatory minimum sentencing that America gave up hope in American freedom and the trade deficit really began to be a problem.  Whereas freedom is generally accepted as the basis for economic success it is not difficult to imagine that the slave trade would harm international trade.

The US prison population quadrupled from 503,586 in 1981 to 2,135,901 in 2004.  In 1980 the US was a model judiciary with 503,586 prisoners (220 per 100,000).   As the result of mandatory minimum sentencing legislation the prisoner population steadily increased over 400% to 2,085,620 (707 per 100,000) in 2004.  The US prison population is therefore 24% of the 9 million global prisoners although the general US population of 294 million is only 4.5% of the world’s 6.4 billion population.  The US therefore has the densest concentration of prisoners in the world with an average of 707-746 prisoners per 100,000 citizens.  For the US to achieve the international norm of (250 per 100,000) the total number of local jail, state and federal prison beds must be limited to less than 740,000.  This means that we must release more than half of those people detained. 




Source: Bureau of Justice Statistics

A record 7 million people - or one in every 32 American adults - were behind bars, on probation or on parole by the end of 2005, according to the Justice Department. Of those, 2.2 million were in prison or jail, an increase of 2.7% over the previous year.  More than 4.1 million people were on probation and 784,208 were on parole at the end of 2005. Prison releases are increasing, but admissions are increasing more.  From 1995 to 2003, inmates in federal prison for drug offenses have accounted for 49% of total prison population growth.  Over the past year, the female population in state or federal prison increased 2.6 percent while the number of male inmates rose 1.9 percent. By year's end, 7% of all inmates were women. Racial disparities among prisoners persist. In the 25-29 age group, 8.1% of black men - about one in 13 - were behind bars, compared with 2.6% of Hispanic men and 1.1% of white men. And it's not much different among women. Certain states saw more significant changes in prison population. In South Dakota, the number of inmates increased 11% over the past year, more than any other state. Montana and Kentucky were next in line with increases of 10.4% and 7.9%, respectively. Georgia had the biggest decrease, losing 4.6%, followed by Maryland with a 2.4% decrease and Louisiana with a 2.3% drop.

Slavery is the establishment of a right based on force, a right which makes of a man the property to such a degree of another man that the former becomes the absolute master of his life, goods and freedom, recalling that all men are born equal and that nature had made them all equal. Reducing a man to slavery, buying him, selling him, keeping him in servitude - these are veritable crimes and crimes that are worse than theft.  In a society of slaves, there will always be horrendous accidents that can be attributed to its way of life, will always be peculiar to it and can never be found in the state of freedom. As slavery is a state of violence, it is impossible that it should not involve awful acts of violence. Slavery corrupts the master as it does the slave. Slavery can corrupt even those who are good through the ease with which abuses can be perpetrated and the aberrations of limitless power, to the extent that we have seen.  

Freedom is more than an economic theory in the USA, the enormous size of the slave trade and the corruption inherent in the traffic in humans make freedom a judicial dilemma of nearly military scope.  To keep the dangers in focus it is hoped to name the program for reducing the prison population in half, Operation American Freedom.  Freeing large numbers of criminally convicted people is clearly a danger to the safety of the communities where these people are released.  An even greater danger is presented by prosecutorial interest in crime as justification for prison slavery and finance. The US Civil War clearly shows that people are willing to fight and die for the irrational right to own slaves.  The large size of the 2.4 million strong US military seems to be justified in the need to defend the nation against a possible civil war by the 1 million strong police force supported by 2.2 million irregular and violence prone prisoners.  Congress must however unify the nation for freedom.  Congress must desist in their support for the slave trade that comes in the form of finance, unfair advantage given to criminal investigations and excessive sentencing.  Congress must admit to the prison population problem and make progress regulating the release of nearly half of the US prison population.  Congress must make it clear that we are all for freedom and must support only laws that promote freedom.

To improve the American economic situation freedom takes on new importance.  For economic success the principles of free trade will clearly need to be applied domestically to protect the market economy from judicial interference while networking merchants and manufacturers.  Congress will need to take responsibility for the resolution of trade disputes and not refer them to the judiciary.  In practice this means that federal trade regulatory agencies and corporations need to employ more economists and fewer lawyers because business disputes must not be referred to Court but should instead be resolved by the Chambers of Commerce, Congress and Executive Branch.  The role of the lawyer is exclusively that of defending the rights of the criminally accused while protecting society and they must not be tempted to neglect their job with the riches and luxuries of the market economy.  America needs to respect their manufacturers, merchants and consumers more, these captains of industry pay for the government and should not be relegated to the same venue as that used by the police for the criminally accused.  If successfully implemented the amount of corporate crime and misconduct, real and imagined, should dramatically go down because the companies will be regulated by agencies competent in business ethics and able to revoke their licenses.  Congress must provide oversight of domestic trade negotiations because it is from the legislature that all government spending comes from and subsidies, mostly in the form of tax relief, will be needed to prevent the price of goods from rising as the nation Buys American.  
To unite the nation in freedom so as to keep the peace, it is hoped that the President will lead the United States in Operation American Freedom (OAF) in the State of the Union Address when he must set the goal to reduce the prison population in half.  On June 18, 2001 President Bush signed E.O. 13217 Community Based Alternatives for Individuals with Disabilities to (1) commit the United States to community based alternatives for individuals with disabilities (2) community programs foster independence (3) unjustified isolation or segregation through institutionalization is prohibited (4) states must take responsibility to place people with mental disabilities in community settings (5) states must ensure that all Americans have the right to live close to their families and friends, to live independently, to engage in productive employment and to participate in community life.  On April 29, 2002 the President signed E.O. 13263 President’s New Freedom Commission on Mental Health.  The objective of the commission is to advise the president on how to improve the system by (1) reviewing the effectiveness of providers (2) identify innovative mental health treatments (3) improve co-ordination amongst providers (4) improve community integration for patients.  The guiding principles are (1) individual employment, self-care, interpersonal relationships and community participation (2) community models of care (3) utility maximization (4) implementation of research (5) federalism.  The President needs to continue this Freedom Initiative to the criminal justice system to establish the goal of reducing the prison population by half.  Operations Enduring Freedom and Operation Iraq Freedom have seriously hurt American faith in freedom we must show the world.  Operation American Freedom (OAF) must cut our prison population in half.
In conclusion, for the American economy to recover the government must learn to uphold freedom.  Liberal market capitalism, like democracy itself, is reliant upon freedom from fear and want.  Free trade must be implemented within the United States to cut down on red tape, limit the intrusion of the judiciary into the economy and foster corporations to Buy American.  Congress must be prepared to make changes in the existing laws either repealing, amending or legislating new statutory authority needed to implement such trade agreements. Restrictions, barriers to, or other distortion of, international or domestic trade of any State that are unduly burdening and must be overcome to create an environment without fear or want where business can flourish.  In order to contribute to the continued economic expansion of the United States, negotiations covering price barriers to buying American affecting any industry, product, or service sector, must be arranged by Congress with authorization to grant tax relief for keeping prices the same. Such sectors include agriculture, commercial services, intellectual property rights, industrial and capital goods, government procurement, information technology products, environmental technology and services, medical equipment and services, civil aircraft, and infrastructure products. Americans must be more tolerant of each other and must love themselves at least as well as they love their foreign trading partners, this includes recognition of, and concern for human rights and fundamental freedom.   
Chapter 4

Adjustable Rate Mortgage Ban
Sec. 126 Foreclosure Rate  

Owning a home is part of the American dream but high home prices make the dream seem out of reach and many people have to rent from private and public investors with decent credit.  The loss of a home is both devastating to the family and the community. For a family, owning a home is often their only piece of the "American Pie." The equity from owning a home is often the only means to secure funding for a new business, college tuition, or retirement. For the community, increased foreclosures often turn neighborhoods that were once vibrant into neglected, blighted areas which ultimately raise costs for local governments.  To end the slump in housing sales it is hoped that Congress will pass a nation-wide adjustable rate mortgage (ARM) ban to protect consumers and mobilize government sponsored community reinvestment in residential corrections, mental health and homeless shelters.   

Table 4-1: Home Sales and Foreclosure Estimates 2004-1st Quarter 2007

	Year
	Home Sales (annually adjusted)
	Change in annual Home Sales  
	Foreclosure Filings
	Change in Foreclosures

	2004
	6,778,000
	N/A
	677,586
	N/A

	2005
	7,076,000
	4.3%
	885,000
	25%

	2006
	6,478,000
	-8.5%
	1,259,118
	42%

	January 2007
	6,440,000
	-0.5%
	130,511
	24.4%

	February
	6,680,000
	3.1%
	130,786
	0.2%

	March
	6,120,000
	-5.5%
	149,150
	14%


Source: Total Existing Home Sales, National Association of Realtors; Foreclosures, Realty Trac. 

National home sales and the gross domestic product (GDP) growth plummeted in 2006 and the slowdown continues into 2007.  The 2006 U.S. Foreclosure Market Report, shows more than 1.2 million foreclosure filings were reported nationwide during the year, up 42 percent from 2005, a foreclosure rate of one foreclosure filing for every 92 U.S. households. The increase in the number of properties in foreclosure was driven partly by the general slowing of overall housing sales, and partly by the impact of monthly mortgage payments increasing dramatically for homeowners who held some of the riskier types of adjustable rate and sub-prime mortgages. If trends from the first quarter continue it can be estimated from the seasonally adjusted annual rate that there will be 1.6 million foreclosures 2007.  Immediate corrective action by Congress is needed to regulate the housing market that is critical to GDP growth.

After rising for three consecutive months, total existing home sales, including single-family, town homes, condominiums and co-ops fell 8.4% to the seasonally adjusted annual rate of 6.12 million units in March from a pace of 6.68 million in February and are 11.3% below the 6.90 million unit level of March 2006.  Sales of existing homes plunged in March by the largest amount in nearly two decades, reflecting bad weather in February and increasing problems from loans to people with poor credit.  It marked the biggest one-month decline since a 12.6 percent drop in January 1989. The drop left sales in March at a seasonally adjusted annual rate of 6.12 million units, the slowest pace since June 2003.  Looking as the overall activity in the first quarter home sales averaged 6.41 million, a figure that is moderately higher than the sales pace at the second half of 2006.  Total housing inventory levels fell 1.6% at the end of March to 3.75 million existing homes available for sale, which represents a 7.3 month supply at the current sales pace, up from a 6.8 month supply in February.  

As foreclosures rise and credit tightens U.S. home prices fell 1.5 percent in February from a year ago the eighth straight fall in median home prices, the longest such period of declining prices on record and steepest decline in nearly 15 years. The median home price fell to $217,000, a drop of 0.3 percent from a year ago.  Over the past ten years, we have seen extraordinary run-ups in house prices. From 1996 to the present, nominal house prices in the United States have doubled, rising at a 7-1/4 percent annual rate. Over the past five years, the rise even accelerated to an annual average increase of 8-3/4 percent. This phenomenon has not been restricted to the United States but has occurred around the world. For example, Australia, Denmark, France, Ireland, New Zealand, Spain, Sweden, and the United Kingdom have had even higher rates of house price appreciation in recent years.  Although increases in house price have recently moderated in some countries, they still are very high relative to rents.  Home prices are expected to finish down, the first drop since the National Association of Realtors started tracking values in 1968.  NAR projects a 1 percent decline in the median price of an existing single-family home, to $219,800.  Prices of new homes, at a median of $246,400, are expected to remain steady.
Table 4-2: Average Housing Prices by Region in US Dollars 2004 to 1st Quarter 2007

	Year
	US
	Northeast
	Midwest
	South
	West

	2004
	195,400
	243,800
	154,600
	170,400
	286,400

	2005
	219,600
	271,300
	170,600
	181,700
	335,300

	2006
	221,900
	271,900
	167,800
	183,700
	342,700

	January 2007
	210,900
	262,200
	161,300
	175,200
	321,700

	February
	213,600
	263,000
	155,300
	178,600
	336,700

	March
	217,000
	268,000
	160,400
	180,700
	330,600


Source: Total Existing Home Sales, National Association of Realtors

As this year ends, 2.2 million households in the sub-prime market will either have lost their homes to foreclosure or hold sub-prime mortgages that will fail over the next several years. These foreclosures will cost homeowners as much as $164 billion, primarily in lost home equity.  An estimate 15.6% of all sub-prime loans originated since 1998 either have ended or will end in foreclosure and the loss of homeownership. This rate is nearly double the projected rate of sub-prime loans made in 2002, and it exceeds the worst foreclosure experience in the modern mortgage market, which occurred during the “Oil Patch” disaster of the 1980s. Additionally only about 1.4 million of 15.1 million loans analyzed from 1998 through 2006 were for first-time home buyers. Most were for refinancing. To date, more than 500,000 of those sub-prime borrowers have lost their homes to foreclosures. An additional 1.8 million are likely to follow as the market deteriorates. That’s nearly 2.4 million lost homes.  

To protect current homeowners and the economy in general Congress and state legislators will need to co-operate in regards to the Adjustable Rate Mortgage (ARM) ban.  Both federal and state legislators and financial agencies should be prepared to assist their constituents and clients to fix affordable prices on ARM loans to preclude foreclosure and should legislate a ban of all such adjustable rate mortgage loans that are causing so many people to foreclose on their homes.  To ameliorate the housing slump Congress will need to avail of eminent domain and the federal, state and local governments will need to sponsor enterprises in community corrections, community mental health, hospice care, homeless shelters and veterans mortgages.  

Sec. 127 Economic Expectations

The Federal Reserve estimates that at the end of 2006 there were $13.3 trillion in US mortgage loans. $10.2 trillion were in one to four family residences, $731 billion in multifamily residences, $2.2 trillion in non-farm nonresidential, commercial real estate and $163 billion in farms.  In 2005 the total output of housing services, meaning the income derived from mortgages, was estimated at $1.23 trillion, $928.8 billion from owner occupied units, $250.7 billion net income from rental properties and $54.6 billion other, mostly trailer parks and farms.  The annual statistics are highly debated and are roughly equal with the total price of mortgages closed, although there is not need for equality between home sales and rental revenues.   

Table 4-3: Outstanding Mortgage Debt 2007 (in millions of US dollars)

	Type of holder and property
	2003
	2004
	2005
	2006

	All holder
	9,368,870
	10,672,100
	12,133,840
	13,315,070

	One- to four-family residences
	7,168,933
	8,237,910
	9,367,860
	10,199,330

	Multifamily residences
	555,697
	609,099
	680,072
	731,039

	Non-farm, nonresidential
	1,510,655
	1,683,373
	1,937,991
	2,221,260

	Farm
	133,586
	141,718
	147,914
	163,440


Source: Statistical Supplement to the Federal Reserve Bulletin, April 2007, 1.54
After rising for three consecutive months, total existing home sales, including single-family, town homes, condominiums and co-ops fell 8.4% to the seasonally adjusted annual rate of 6.12 million units, an estimated $1.3 trillion, in March, from a pace of 6.68 million, $1.4 trillion, in February and are 11.3% below the 6.90 million unit level, $1.5 trillion of March 2006.  Total housing inventory levels fell 1.6% at the end of March to 3.75 million existing homes, $814 billion, available for sale, which represents a 7.3 month supply at the current sales pace, up from a 6.8 month supply in February.  

Asset price bubbles have potential negative effects on the economy. The departure of asset prices from fundamentals can lead to inappropriate investments that decrease the efficiency of the economy. For example, if home prices rise above what the fundamentals would justify, too many houses will be built. Moreover, at some point, bubbles burst and asset prices then return to their fundamental values. When this happens, the sharp downward correction of asset prices can lead to a sharp contraction in the economy, both directly, through effects on investment, and indirectly, through the effects of reduced household wealth on consumer spending.  Home prices affect the economy in two primary ways.  First, when they begin rising, the expectation of further appreciation tends to become built into the market. That expectation boosts demand for homes, which stimulates new construction and aggregate demand. Of course, the sustained rise in prices can simultaneously sow the seeds of a market correction by making houses progressively less affordable relative to income, thereby limiting the demand for them and restraining additional construction.  Second, higher home prices increase household wealth, thus stimulating consumer spending, another component of aggregate demand.

As the result of the slump in housing sales in April, No. 2 home builder D.R. Horton (Charts, Fortune 500) reported a 37 percent drop in the number of new homes it sold in the latest quarter, citing continued weakness in prices and saying the typical start to the spring home buying season hasn't begun. While Horton is expected to still report a profit for the period, No. 3 builder Pulte Homes (Charts, Fortune 500) reported a loss in its latest quarter as did No. 4 Centex (Charts, Fortune 500) and New Jersey-based Hovnanian Enterprises (Charts, Fortune 500).  No. 1 home builder Lennar (Charts, Fortune 500) and No. 5 KB Home (Charts, Fortune 500) both reported losses in their quarters ending in November, although both returned to an operating profit in the next quarter. The CEO of KB Home said earlier this month that he expects the housing slump to get worse. The chief executive of KB Home (NYSE:KBH), one of the nation's largest homebuilders, said he “expects the housing slump to worsen, even though sales have improved in some areas of the U.S”.  

The bursting of asset price bubbles does not necessarily lead to financial instability. There are even stronger reasons to believe that a bursting of a bubble in house prices is unlikely to produce financial instability. House prices are far less volatile than stock prices, outright declines after a run-up are not the norm, and declines that do occur are typically relatively small. The loan-to-value ratio for residential mortgages is usually substantially below 1, both because the initial loan is less than the value of the house and because, in conventional mortgages, loan-to-value ratios decline over the life of the loan.  Foreclosures, also tend to benefit the bank that collects all the former buyer paid plus any money made on the resale. Hence, declines in home prices and increases in foreclosures are far less likely to cause losses to financial institutions, default rates on residential mortgages typically are low, and recovery rates on foreclosures are high. Not surprisingly, declines in home prices generally have not led to financial instability. The financial instability that many countries experienced in the 1990s, including Japan, was caused by bad loans that resulted from declines in commercial property prices and not declines in home prices. In the absence of financial instability, monetary policy should be effective in countering the effects of a burst bubble. 

Table 4-4: Gross Domestic Product and National Income Disputes (bill. US Dollars)

	Statistic
	2004
	2005
	2006

	GDP high
	11,713
	12,456
	13,247

	GDP low
	10,256
	10,812
	11,415

	GNI high
	9,731
	10,239
	10,883

	GNI low
	8,011
	8,105
	8,313


Source: Bureau of Economic Analysis

A leading cause of market stress are the national projections of GDP and GNI that are too high in the US.  Real gross domestic product, the output of goods and services produced by labor and property located in the United States, is estimated to have increased at the low annual rate of 1.3 percent in the first quarter of 2007.  In the fourth quarter of 2006, real GDP increased 2.5 percent.  In 2005 real GDP grew an estimated 3.75 percent.  The slowdown in the growth of real GDP largely reflects the cooling of the housing market.  The slowdown in growth can also be attributed to a long history of overestimating GDP figures to facilitate the closing of loans to the federal government.  For instance although growth was estimated .  Gross National Income (GNI) is also disputed because of the widening gap between the rich and poor demonstrated in the increasing inability of homeowners to afford their mortgages.  By acknowledging these disputes in regards to the national system of accounts the government can forestall a recession and enjoy greater immunity from inflation and debt by recalculating GDP and GNI to more realistic, lower rates, where investors, analysts and consumers would find greater accuracy and satisfaction.

Sales of both new and existing homes dropped sharply after their peak in the summer of 2005, the inventory of unsold homes has soared, and the number of single-family and multifamily housing starts has fallen nearly 30 percent since the beginning of last year. At the same time, homes are appreciating more slowly and in some markets prices are even declining.  In the U.S., about 80% of the value of the total commercial real estate market is held privately.  The number of home sales is also expected to dip from 6.48 million in 2006 to 6.29 million in 2007, a drop of 2.7 percent.  NAR expects interest rates, currently at about 6.16 percent for a 30-year fixed-rate loan, to rise gradually to about 6.5 percent by the fourth quarter, which should also have a dampening impact on home prices.  NAR is predicting that sales will recover gradually over the second half of the year and prices will begin to edge up again sometime after that. In 2008, NAR is forecasting price gains of 1.4 percent for existing homes and 2.2 percent for new homes.
Sec. 128 Demographics of the Real Estate Market 

The National Association of Realtors® (NARA), “The Voice for Real Estate,” is America’s largest trade association, representing more than 1.3 million members, including NAR’s institutes, societies and councils, involved in all aspects of the residential and commercial real estate industries.  From the initial search to the closing, real estate agents and brokers help guide home buyers through the many steps that culminate in a successful home purchase.  Real estate professionals also help home sellers by developing a marketing plan, pricing the home competitively and utilizing their experience to assist sellers through each step of the process.  

After more than a decade of setting one sales record after another the housing market entered a period of somewhat lower sales and less robust price gains in late 2005 and early 2006.  Existing-home sales peaked at over 7.2 million units in the second half of 2005 but have declined steadily through the first half of 2006.  At the same time, the inventory of homes for sale rose bringing with it a softening of home prices.  Home buyers are expected to benefit from the low prices.  Looking beyond to the intermediate term, the fundamentals for the housing market remain solid. 

Table 4-5: New and Previously Existing Home Sales by Region 2006

	
	All Buyers
	Northeast
	Midwest
	South 
	West

	New 
	22%
	13%
	21%
	26%
	22%

	Previously Owned
	78%
	87%
	79%
	74%
	78%


Source: National Association of Realtors Profile of Homebuyers and Sellers

The U.S. Census Bureau projects that more than one million new households will be formed annually over the next several years.  This pace of household formation is similar to the growth rate during the past decade.  Most of this increase will stem from the natural formation of new households as children leave home.  But some of this increase will also be attributable to population gains from immigration.  Homeownership of non-native born household meets and exceeds that of native-born households after about 25 years.  With the strong flow of legal immigrants to the United States over the past 30 years the gains in homeownership from this segment should continue.  In addition to the demand for housing based on increase in population, the aging of the US population is also an important factor.  The homeownership rate approaches 80 percent for households in their 60s and peaks at nearly 83 percent for households in their early 70s.  Baby boomers, now just reaching age 60 will continue to purchase homes.  Most will purchase a primary residence, but a significant share will also purchase a vacation home or investment property in the years ahead.

The typical home buyer was 41 years old.  Among first time buyers, the median age was 32.  More than one quarter of buyers reported a 2005 household income of at least $100,000.  Sixty one percent of recent home buyers were married.  For repeat buyers, the most important reason for their purchase was a desire for a larger home.  One in five homes purchased by recent buyers was newly built.  Three quarter of homes purchased were detached single family homes.  Neighborhood quality was the most important factor for buyers in selecting a location.  The typical buyer purchased a home that was slightly more than 1,800 square feet in size.   Eighty five percent of home buyers used a real state agent during their search for a home. Nearly three quarter of buyers viewed the Internet as a very useful tool in their home search.  A majority of buyers reported that they drove by a home viewed online.  Typical buyers searched for eight weeks before finding the home they purchased.  

More than half of real estate firms have been in business 15 years or more.  Ninety-two percent of residential brokerage firms with five or fewer licensees operate only one office, while over half of firms with 51 or more licensees operate three or more offices.  Ninety-one percent of firms opened no new offices in 2005, and 94 percent closed no offices.  Ninety-six percent of large firms, those with 51 or more licensees, report they are actively recruiting sales agents.  Franchised firms report being affiliated with a franchise for a median of 11 years.  Eighty percent of firms are active in residential brokerage and 36 percent are involved in commercial brokerage as a secondary activity.  Nearly half of firms offer home warranty services through outsourcing or relationships with another firm; 8 percent offer the service in-house.  Among residential brokerage firms with an affinity arrangement, 59 percent have an affiliation with a financial organization. Brokerage firms with an affinity arrangement report a median 5 percent of transactions result from this relationship. A majority of real estate firms report that residential brokerage is their primary business activity, accounting for at least 50 percent of firm revenue. Other business specialties trail residential brokerage by a significant margin. Among this smaller group of activities, the commercial brokerage specialty is the largest, accounting for 6 percent of all firms.

Table 4-6: Primary Real Estate Activity of Firms 1990-2006

	
	1990
	1992
	1996
	1999
	2004
	2006

	Residential Brokerage
	71%
	83%
	69%
	76%
	68%
	80%

	Property Management
	6%
	3%
	8%
	6%
	8%
	5%

	Appraisal
	5%
	5%
	7%
	4%
	4%
	3%

	Commercial Brokerage
	8%
	5%
	6%
	6%
	8%
	6%

	Other
	10%
	4%
	10%
	8%
	12%
	6%


Source: National Association of Realtors Profile of Real Estate Firms
Whatever the national trends are with regard to real estate - whether they are booming or busting - what really matters is what the market conditions are in your region, town, or neighborhood. What does that mean? Even during the real estate boom of 2001-2005, a great many cities and regions did not participate in the boom - they lagged behind, or even decreased in value. Similarly, when prices began to fall nationally, there were plenty of regions and locales where prices rose, and sales boomed. The most important factor in buying or selling a home isn't what is going on nationally - it is what is going on in your local market. Evaluating present and future trends and influences in your region or neighborhood is essential to creating long term wealth, whether you are in a buyer's or a seller's market.  

Sec. 129 State and Metropolitan Foreclosures 

RealtyTrac™, the leading online marketplace for foreclosure properties, today released year-end data from its 2006 U.S. Foreclosure Market Report, which shows more than 1.2 million foreclosure filings were reported nationwide during the year, up 42 percent from 2005 and a foreclosure rate of one foreclosure filing for every 92 U.S. households. RealtyTrac publishes the largest and most comprehensive national database of pre-foreclosure and foreclosure properties, with over 800,000 properties from nearly 2,500 counties across the country.  The number of total foreclosure filings rose from about 885,000 in 2005 to 1,259,118 in 2006.

Colorado documented the nation’s highest state foreclosure rate for the year, one foreclosure filing for every 33 households - or 3 percent of the state’s households. The state reported a total of 54,747 foreclosure filings during the year, an 85 percent increase from 2005 and the eighth highest total among all the states. Georgia and Nevada both reported one foreclosure filing for every 41 households in 2006, but Georgia edged out Nevada with a slightly higher percentage of households in foreclosure - 2.5 percent compared to 2.4 percent in Nevada. Georgia reported a total of 75,975 foreclosure filings during the year, the sixth most of any state and a 67 percent year-over-year increase. Nevada foreclosures surged in fourth quarter, pushing the state’s total for the year to 21,045 - nearly three times the number reported in 2005. Other states with foreclosure rates among the nation’s 10 highest included Texas, Michigan, Indiana, Florida, Ohio, Utah and Tennessee.

Texas reported 156,876 foreclosure filings for the year, the most of any state and nearly 13 percent of the national total. The state consistently reported big foreclosure numbers throughout 2006, documenting the highest monthly total eight times, and foreclosures for the year were up more than 14 percent from 2005. Texas’ foreclosure total represented nearly 2 percent of the state’s households - or one foreclosure filing for every 51 households - giving the state the nation’s fourth highest state foreclosure rate. Rising foreclosure activity in the fourth quarter pushed California’s 2006 foreclosure total to second highest among the states. The state reported 142,429 foreclosure filings during the year, more than twice the number reported in 2005 and accounting for more than 11 percent of the national total. California’s 2006 foreclosure rate of one foreclosure filing for every 86 households - or 1.2 percent of households - ranked 14th among the states. Florida foreclosure activity remained relatively flat in 2006, up just 2 percent from 2005, but the state’s foreclosure total still placed third highest among all the states. Florida reported 124,721 foreclosure filings during the year, a foreclosure rate of one foreclosure filing for every 59 households - or 1.7 percent of households. The state’s foreclosure rate dropped to seventh highest in 2006 after claiming the top spot in 2005.  In Ohio the foreclosure epidemic went from bad to worse as the number of new cases grew by nearly 24% from 2005 to 2006 to a rate of one per 59 mortgages. Cuyahoga County led the state in new cases with 13,610 new filings last year. This ranking has attracted national attention with Ohio's foreclosure rate currently at 18% which is higher than the national average of 17%.  

Table 4-7: U.S. Foreclosure Market Report 2006

	Rate Rank
	State Name
	Q1
	Q2
	Q3
	Q4
	2006
	%
HH
	1 for every #HH
	YOY % 
Change

	 
	United States
	323,101
	272,108
	318,355
	345,554
	1,259,118
	1.1
	92
	42

	37
	Alabama
	358
	914
	1,215
	1,861
	4,348
	0.2
	452
	1

	26
	Alaska
	273
	219
	291
	284
	1,067
	0.5
	192
	-24

	12
	Arizona
	6,232
	5,818
	7,505
	8,331
	27,886
	1.3
	79
	4

	16
	Arkansas
	3,706
	2,383
	2,696
	2,533
	11,318
	1.0
	104
	-2

	14
	California
	29,537
	27,606
	37,317
	47,969
	142,429
	1.2
	86
	131

	1
	Colorado
	13,267
	11,599
	14,374
	15,507
	54,747
	3.0
	33
	85

	17
	Connecticut
	2,503
	3,159
	2,634
	3,436
	11,732
	0.8
	118
	6

	43
	Delaware
	80
	106
	140
	114
	440
	0.1
	780
	36

	 
	DC
	27
	33
	23
	30
	113
	0.0
	2,432
	-30

	7
	Florida
	29,636
	25,853
	40,136
	29,096
	124,721
	1.7
	59
	2

	2
	Georgia
	24,419
	15,309
	15,841
	20,406
	75,975
	2.5
	41
	67

	42
	Hawaii
	134
	199
	158
	182
	673
	0.1
	684
	-79

	27
	Idaho
	760
	528
	675
	545
	2,508
	0.5
	210
	-9

	11
	Illinois
	13,691
	18,690
	19,358
	20,716
	72,455
	1.5
	67
	55

	6
	Indiana
	15,261
	10,775
	10,836
	10,678
	47,550
	1.9
	53
	56

	35
	Iowa
	978
	526
	564
	1,377
	3,445
	0.3
	358
	64

	31
	Kansas
	600
	1,220
	1,113
	1,186
	4,119
	0.4
	274
	116

	29
	Kentucky
	1,423
	1,475
	2,310
	1,915
	7,123
	0.4
	246
	43

	40
	Louisiana
	341
	375
	957
	1,241
	2,914
	0.2
	646
	-24

	48
	Maine
	43
	24
	74
	56
	197
	0.0
	3,309
	42

	38
	Maryland
	1,081
	1,153
	1,285
	1,003
	4,522
	0.2
	474
	-12

	25
	Mass.
	972
	2,335
	4,270
	8,310
	15,887
	0.6
	165
	226*

	5
	Michigan
	22,742
	15,188
	20,777
	22,212
	80,919
	1.9
	52
	127

	34
	Minnesota
	1,131
	1,355
	1,591
	1,918
	5,995
	0.3
	345
	167

	46
	Mississippi
	237
	154
	246
	405
	1,042
	0.1
	1,218
	-45

	20
	Missouri
	5,014
	3,372
	4,029
	5,284
	17,699
	0.7
	138
	53

	36
	Montana
	317
	198
	229
	322
	1,066
	0.3
	387
	18

	28
	Nebraska
	740
	368
	951
	975
	3,034
	0.4
	237
	47

	3
	Nevada
	5,037
	3,499
	5,561
	6,948
	21,045
	2.4
	41
	172

	49
	New Hampshire
	26
	34
	47
	40
	147
	0.0
	3,721
	-2

	13
	New Jersey
	10,460
	6,745
	8,938
	13,877
	40,020
	1.2
	83
	14

	22
	New Mexico
	1,836
	1,776
	756
	896
	5,264
	0.7
	148
	-28

	21
	New York
	13,794
	12,733
	11,643
	13,876
	52,046
	0.7
	148
	40

	24
	North Carolina
	7,664
	4,862
	5,420
	4,530
	22,476
	0.6
	157
	41

	47
	North Dakota
	65
	34
	35
	43
	177
	0.1
	1,637
	7

	8
	Ohio
	22,860
	16,041
	19,748
	22,868
	81,517
	1.7
	59
	64

	15
	Oklahoma
	4,727
	3,669
	4,178
	3,012
	15,586
	1.0
	96
	15

	23
	Oregon
	2,025
	3,952
	1,764
	1,832
	9,573
	0.7
	152
	40

	19
	Pennsylvania
	12,255
	7,532
	8,943
	9,603
	38,333
	0.7
	137
	34

	33
	Rhode Island
	9
	327
	551
	390
	1,277
	0.3
	344
	3,015*

	30
	South Carolina
	2,552
	1,830
	1,252
	1,321
	6,955
	0.4
	252
	-9

	45
	South Dakota
	76
	71
	80
	63
	290
	0.1
	1,115
	47

	10
	Tennessee
	11,718
	7,459
	7,502
	10,117
	36,796
	1.5
	67
	33

	4
	Texas
	40,236
	39,690
	39,363
	37,587
	156,876
	1.9
	51
	14

	9
	Utah
	3,559
	3,487
	3,289
	2,707
	13,042
	1.7
	59
	13

	50
	Vermont
	21
	15
	6
	3
	45
	0.0
	6,542
	-25

	41
	Virginia
	1,038
	870
	1,311
	1,131
	4,350
	0.2
	664
	49

	18
	Washington
	5,399
	4,589
	4,243
	4,296
	18,527
	0.8
	129
	25

	44
	West Virginia
	229
	197
	208
	237
	871
	0.1
	970
	-15

	32
	Wisconsin
	1,951
	1,676
	1,796
	2,149
	7,572
	0.3
	304
	48

	39
	Wyoming
	61
	86
	126
	136
	409
	0.2
	547
	64


Source: More than 1.2 Million Foreclosures 2006, Realty Trac.

As many as 2.2 million sub-prime borrowers are at risk of defaulting on their loans and losing their homes. As foreclosures rise and credit tightens, housing markets across the nation may suffer - though some are clearly more vulnerable than others.  According to First American Loan Performance, a leading research and data provider to the mortgage industry, the metro area with the highest percentage of sub-prime mortgage loans in the United States is McAllen, Texas, where 26.8 percent of all mortgages are sub-prime.  Other cities on the risky side of 20 percent include Memphis (26 percent), Sharon, Penn. (24 percent) and Miami (23 percent).
Throughout the nation, the sub-prime loans recently made are performing very poorly. "What we're seeing is sub-prime 2006 loan originations are going delinquent much more quickly," said Bob Visini, vice president of marketing for First American Loan Performance. "2006 is way ahead of previous years." Even some of the metro areas with the lowest rates of sub-prime loans - including Iowa City (2.9 percent), Burlington, Vt. (4.0 percent) and Dubuque, Iowa (4.2 percent) - may be more vulnerable than they first appear.  In a lot of these places, a disproportionate number of owners refinanced with sub-prime loans during 2004 and 2005, according to Allen Fishbein, director of credit and housing policy at the Consumer Federation of America. In the Davenport, Iowa metro area, for example, 47.6 percent of all re-financings done in 2005 were sub-primes. In Peoria, Ill., the figure was 45.4 percent and in Omaha, 42.9 percent.

Sec. 130 Predatory Mortgage Lending Practices Reduction Act of 2007
Sub-prime loans made during 1998-2006 have led or will lead to a net loss of homeownership for almost one million families. In fact, a net homeownership loss occurs in sub-prime loans made in every one of the past nine years.  History has shown that borrowers with lower incomes or blemished credit can be successful homeowners when given suitable mortgages with reasonable terms and fees. But lax underwriting practices, dangerous loan products, and a disregard for affordability have set up vulnerable homeowners to fail. As a result, millions of families with the most to gain from ownership have lost their homes and billions of dollars in equity. 

Because so many owners refinanced at roughly the same time, much of the sub-prime exposure was funneled into a very narrow time frame. Most sub-primes are so-called 2/28 (or 3/27) loans, meaning that the first couple of years of payments are at the low "teaser" rate. After that, the loans reset every six months or year to the higher, fully indexed rate, which can cost borrowers hundreds of extra dollars each month. The 3/27s done in 2004 and 2/28s from 2005 will all reset this year. Here's what the resets can do to monthly mortgage payments: At the original rates of, say, 6 percent, the payment on a $200,000 home was only $1,200 a month. Upon reset, however, at perhaps 10 percent, that monthly payment jumps to $1,755, a $555 increase
Predatory Lending is a leading cause of foreclosures across this country. It compromises the opportunity to own a home and hinders economic stability, creating greater disparities in wealth.   Sub-prime loans are three times more likely in low-income neighborhoods than in high-income neighborhoods and five times more likely in minority neighborhoods than in white neighborhoods. Additionally, they often prey on the elderly who have been in their homes all of their lives, and have a substantial amount of equity in their home. They promote balloon and adjustable rate mortgages that look attractive and are affordable in their initial stages, however, after 2 years or more, these loans readjust to much higher payments with higher interest rates.   

To make monthly mortgage payments more affordable, many lenders offer home loans that allow you to (1) pay only the interest on the loan during the first few years of the loan term or (2) make only a specified minimum payment that could be less than the monthly interest on the loan.  The Office of Thrift Supervision recently revised the Consumer Handbook on Adjustable Rate Mortgages (CHARM booklet) to help consumers avoid nontraditional mortgage products, including hybrid Adjustable Rate Mortgages (ARM).  

An adjustable-rate mortgage differs from a fixed-rate mortgage in many ways. With a fixed-rate mortgage, the interest rate stays the same during the life of the loan. With an ARM, the interest rate changes periodically, usually in relation to an index, and payments may go up or down accordingly.  With most ARMs, the interest rate and monthly payment change every month, quarter, year, 3 years, or 5 years. The period between rate changes is called the adjustment period. For example, a loan with an adjustment period of 1 year is called a 1-year ARM, and the interest rate and payment can change once every year; a loan with a 3-year adjustment period is called a 3-year ARM.  

The interest rate on an ARM is made up of two parts: the index and the margin. The index is a measure of interest rates generally, and the margin is an extra amount that the lender adds.  Lenders base ARM rates on a variety of indexes. Among the most common indexes are the rates on 1-year constant-maturity Treasury (CMT) securities, the Cost of Funds Index (COFI), and the London Interbank Offered Rate (LIBOR). A few lenders use their own cost of funds as an index, rather than using other indexes.  To determine the interest rate on an ARM, lenders add a few percentage points to the index rate, called the margin. The amount of the margin may differ from one lender to another, but it is usually constant over the life of the loan. 

An interest-only (I-O) payment, which pays the interest but does not reduce the amount you owe on your mortgage as you make your payments. A minimum (or limited) payment that may be less than the amount of interest due that month and may not reduce the amount you owe on your mortgage. If you choose this option, the amount of any interest you do not pay will be added to the principal of the loan, increasing the amount you owe and your future monthly payments, and increasing the amount of interest you will pay over the life of the loan.  

The fully indexed rate is equal to the margin plus the index. If the initial rate on the loan is less than the fully indexed rate, it is called a discounted index rate. An interest-rate cap places a limit on the amount your interest rate can increase. Interest caps come in two versions: periodic adjustment caps, which limit the amount the interest rate can adjust up or down from one adjustment period to the next after the first adjustment, and lifetime caps, which limit the interest-rate increase over the life of the loan. By law, virtually all ARMs must have a lifetime cap. A payment-option ARM is an adjustable-rate mortgage that allows you to choose among several payment options each month. The options typically include the following: A traditional payment of principal and interest, which reduces the amount you owe on your mortgage. These payments are\ based on a set loan term, such as a 15-, 30-, or 40-year payment schedule.  

In addition, if you pay only the minimum payment in the last few years of the loan, you may owe a larger payment at the end of the loan term, called a balloon payment. The unpaid interest is added to the amount you owe on the mortgage, and your loan balance increases is called negative amortization this means that even after making many payments, you could owe more than you did at the beginning of the loan. Some loans have hard prepayment penalties, meaning that you will pay an extra fee or penalty if you pay off the loan during the penalty period for any reason (because you refinance or sell your home, for example).  Other loans have soft prepayment penalties, meaning that you will pay an extra fee or penalty only if you refinance the loan, but you will not pay a penalty if you sell your home.  When buying a home or refinancing your existing mortgage, remember to shop around. Compare costs and terms, and negotiate for the best deal. Your local newspaper and the Internet are good places to start shopping for a loan. You can usually find information on interest rates and points for several lenders.

The term `mortgage lending services' means services relating to the origination of a federally related mortgage loan, including the taking of loan applications, loan processing, and the underwriting and funding of a loan.  The term `prime lending rate' means, with respect to a lender, the lowest interest rate charged by such lender to its most creditworthy customers.  The term `sub-prime' means, with respect to a federally related mortgage loan, that the borrower under the loan, or the loan terms, exhibit characteristics that indicate that the loan is subject to a significantly higher risk of default than federally related mortgage loans made to borrowers at prime lending rates.  
Predatory Mortgage Lending Practices Reduction Act H.R.2061.IH was introduced by Rep. Stephanie Tubbs Jones (D-OH) in the House to protect homebuyers from predatory lending practices.  The Act calls for federal certification of mortgage brokers and agents and stiffer penalties for violation of federal law. Additionally, it will authorize funding for Community Development Corporations to provide training and education. Mortgage brokers are a key link in homeownership, because they can either facilitate it, or work to destroy it through predatory loans. Not all sub-prime lenders are predatory, but most predatory loans are sub-prime loans. Legislation will help stem the tide of the growing foreclosure issue and help combat discriminatory predatory lending practices.  One of the first steps toward creating wealth is homeownership and everyone should be given the opportunity to realize that dream. 

The Real Estate Settlement Procedures Act of 1974 is amended at 12USC(27)§2610 to require- No person may sell a sub-prime federally mortgage without being certified as having been adequately trained in the Truth in Lending Act, the Fair Credit Reporting Act ,the Equal Credit Opportunity Act , the Real Estate Settlement Procedures Act of 1974, the Home Ownership and Equity Protection Act of 1994, the Home Mortgage Disclosure Act of 1975, and the Fair Housing Act.   The Act already requires that no fee be imposed upon a person in settlement of a federally related mortgage loan.  

Achieving the American dream of home ownership has never been as simple as just paying for the house itself. There are always the closings costs to pay for, too. But looking to further grow its mortgage business and expand its traditional retail banking operation, Bank of America  Corp. is doing away with the collection of borrower, lender and third-party fees that typically add a few thousand dollars to the price of buying a home. "Knowing Bank of America, they want to be the leader in this space, and given the competition today, the product makes sense," said Anthony Sanders, a professor of finance at Ohio State University. "It's a good move for them, especially if they want to gain more customers." Bank of America, the nation's second-largest by assets, began offering customers in Washington state a similar no-fee mortgage in September, spending more than $1 million to advertise a loan that eliminated an average of $2,800 in traditional closing costs for customers there. 
Any creditor who extends credit in connection with a mortgage shall establish and maintain a best practices plan pursuant to Section 129 of the Truth in Lending Act 15USC(41)IB§1639 whereby it shall be unlawful, in providing any mortgage lending services for a sub-prime federally related mortgage loan or any mortgage brokerage services for such a loan, to engage in any unfair or deceptive act or practice, which shall include, in the case of any appraisal of a property offered as security for repayment of the loan that is conducted in connection with such loan - to directly or indirectly, compensating, coercing, or intimidating a person conducting or involved in an appraisal, or attempting, directly or indirectly, to compensate, coerce, or intimidate such a person, for the purpose of causing the appraised value assigned under the appraisal to the property to be based on any factor other than the independent judgment of the appraiser; and knowingly submitting a false or misleading appraisal in connection with the loan. 

The creditor shall provide the following disclosures in conspicuous type size: “You are not required to complete this agreement merely because you have received these disclosures or have signed a loan application.  If you obtain this loan, the lender will have a mortgage on your home. You could lose your home, and any money you have put into it, if you do not meet your obligations under the loan.”.  The creditor shall disclose— in the case of a credit transaction with a fixed rate of interest, the annual percentage rate and the amount of the regular monthly payment; or in the case of any other credit transaction, the annual percentage rate of the loan, the amount of the regular monthly payment, a statement that the interest rate and monthly payment may increase, and the amount of the maximum monthly payment, based on the maximum interest rate allowed pursuant to section 3806 of title 12. 

According to the Department of Housing and Urban Development (HUD), “The generally accepted definition of affordability is for a household to pay no more than 30 percent of its annual income on housing.” At the time the mortgage is consummated the consumer is not liable for an amount of monthly indebtedness payments (including the amount of credit extended or to be extended under the transaction) that is greater than 50 percent of the monthly gross income of the consumer.  There shall be no balloon payments that would not fully amortize the outstanding principal balance.  No negative amortization where the principal balance increases because of not making minimum interest payments.  It is prohibited to extend credit without regard to the ability of the consumer to pay.
Congress, the Secretary of Housing and Urban Development, the Board of Governors of the Federal Reserve System, and the Federal Trade Commission may jointly and singly issue-- interpretive rules and general statements of policy with respect to unfair or deceptive acts or practices in the provision of mortgage lending services for a sub-prime federally related mortgage loan and mortgage brokerage services for such a loan, and regulations defining with specificity acts or practices which are unfair or deceptive in the provision of mortgage lending services for a sub-prime federally related mortgage loan or mortgage brokerage services for such a loan

Sec. 131 Risk Management for Sub Prime Lending 

The term “sub-prime” generally refers to borrowers who do not qualify for prime interest rates because they exhibit one or more of the following characteristics:  weakened credit histories typically characterized by payment delinquencies, previous charge-offs, judgments, or bankruptcies; low credit scores; high debt-burden ratios; or high loan-to-value ratios.  Prime borrowers represent more than 75 percent of the 43 million first-lien mortgage loans outstanding in the United States; sub-prime borrowers represent about 13 or 14 percent; and the remaining borrowers fall within a somewhat ill-defined category between prime and sub-prime known as “Alt-A,” or “near-prime” which includes borrowers with good credit records who do not meet standard guidelines for documentation requirements, debt-to-income ratios, or loan-to-value ratios. 

During the years of exceptionally strong growth in housing prices and low, stable interest rates, most borrowers did not face large payment shocks and many of those that did could later take advantage of home price appreciation to refinance.  These conditions changed in 2006, when mortgage interest rates hit four-year highs, the volume of home sales declined, and the rate of house price appreciation decelerated, leaving the most recent sub-prime borrowers vulnerable to payment difficulties.  Sub-prime borrowers with hybrid ARMs have experienced the largest recent increase in delinquency and foreclosure rates.
Nontraditional mortgage loans are those that allow borrowers to defer repayment of principal and, in some cases, interest. Over the past few years, there has been a large increase in nontraditional mortgage products, including interest-only (IO) loans, for which the borrower pays no loan principal for the first few years of the loan, and payment-option adjustable-rate mortgages (option ARMs), for which the borrower has flexible payment options--and which could result in negative amortization. These types of mortgages are estimated to have accounted for about one-third of all U.S. mortgage originations in 2006, compared with less than one-tenth just a few years earlier.  Nontraditional mortgage products have been available for many years; however, they have historically been offered to higher-income borrowers. More recently, nontraditional mortgages have been offered to a wider spectrum of consumers, including consumers who may be less able to afford the jump in monthly payments common in these types of mortgages and may not fully recognize their embedded risks. 

Sub-prime borrowers are more likely to experience an unmanageable payment shock during the life of the loan, meaning that they may be more likely to default on the loan. Supervisors have also observed that lenders are increasingly combining nontraditional mortgage loans with "risk layering" practices--such as by not evaluating the borrower's ability to meet increasing monthly payments when amortization begins or when interest rates on adjustable rate mortgages rise due to indexing or at the end of a "teaser" rate period. While overall mortgage delinquency rates remain low by historical standards, they have been increasing in recent months, especially in the sub-prime sector.  Many industry observers believe the poor performance of more recently originated sub-prime loans is due primarily to looser underwriting standards, including limited or no verification of borrower income and high loan-to-value transactions. Sub-prime lending has certainly created homeownership opportunities for borrowers with weaker or less certain credit histories.

The 1999 Interagency Guidance on Sub-prime Lending, as expanded in 2001, discusses essential components of a well-structured risk-management program for sub-prime lenders including concerns about predatory or abusive lending practices.  The agencies recognized three common characteristics of predatory lending, including making unaffordable loans based on the assets of the borrower rather than on the borrower’s ability to repay an obligation; inducing a borrower to refinance a loan repeatedly in order to charge high points and fees each time the loan is refinanced; or engaging in fraud or deception to conceal the true nature of the loan obligation, or ancillary products, from an unsuspecting or unsophisticated borrower.  The guidance advises institutions that higher fees and interest rates, combined with compensation incentives, can foster predatory pricing or discriminatory practices and that institutions should take special care to avoid violating fair lending and consumer protection laws and regulations.

The Federal Reserve believes that the availability of credit to sub-prime borrowers is beneficial and that sub-prime loans can be originated in a safe and sound manner.  Less than half of sub-prime loans have been originated by federally regulated banking institutions.  Institutions must focus upon sound underwriting and risk-management practices and to promote clear, balanced, and timely consumer disclosures. Although a rising number of borrowers are having difficulty meeting their obligations, regulated institutions do not face additional supervisory scrutiny if they pursue reasonable workout arrangements with these borrowers.  These options could include modification of interest rates, payment restructuring, and extension of maturities.  The principles of sound lending have been with us for generations.  Consumer education efforts must explain both the benefits and risks of financial products. Deterioration in housing credit has been focused on the relatively narrow market for sub-prime, adjustable-rate mortgages, which represent fewer than one out of ten outstanding mortgages.  Borrower performance deterioration in the sub-prime market has been concentrated in loans made very recently, especially those originated in late 2005 and 2006, and problems in those loans started to become apparent in the data during the latter half of 2006  

Sound risk management should be an integral part of running any type of business. A key theme is that all financial institutions should seek ways to strengthen risk management, but that the specific methods for improving risk management should depend on the size and level of complexity of the institution. Enterprise Risk Management ERM includes: aligning the entity's risk appetite and strategies; enhancing the rigor of the entity's risk-response decisions; reducing the frequency and severity of operational surprises and losses; identifying and managing multiple and cross-enterprise risks; proactively seizing on the opportunities presented to the entity; and improving the effectiveness of the entity's capital deployment. ERM consists of eight interrelated components, which are derived from the way management runs an enterprise and integrated with the management process: (1) internal environment, (2) objective setting, (3) event identification, (4) risk assessment, (5) risk response, (6) control activities, (7) information and communication, and (8) monitoring. 

Effectively managing the risk associated with mortgage lending involves much more than prudent underwriting. Experienced risk managers understand the need to carefully consider the risks should the housing market slow, interest rates change, or unemployment rise. These include the risks that borrowers will not have sufficient income in the future to manage substantial payment increases and that continued home price appreciation may not provide a sufficient equity cushion to minimize losses in foreclosure. In addition, an accumulation of portfolio concentrations could leave an institution exposed in a downturn. Lenders specializing in sub-prime loans, for example, have endured a string of bad news recently, including increasing loan delinquency and foreclosure rates and the shutdown of some lenders that could not operate profitably in a slower origination environment.   In a broader sense, mortgage lending can present many types of risk for the enterprise as a whole, including credit, market, reputational, legal, and compliance risks. Therefore, while mortgage lending has been a very profitable business for many financial institutions recently, they need to understand the full set of risks associated with their mortgage lending business, including the consequences of adverse outcomes. For this reason, mortgage lending should be folded into the broader ERM process at any organization 

Disclosure of home lending activity is intended to help the public determine whether institutions are adequately serving their communities’ housing finance needs, to facilitate enforcement of the nation’s fair lending laws, and to guide public- and private sector investment activities. Because of a combination of (1) the procedure specified in Regulation C (12 C.F.R. pt. 203), for determining which loans are higher priced and (2) the rules governing how annual percentage rates (APRs) are calculated for adjustable-rate loans, adjustable-rate loans were much more likely than fixed-rate loans.  To keep the purchase of real estate loans reasonable it is important to demonstrate an adequate supply of financing to keep the loan out of default.  Since 1975, the Home Mortgage Disclosure Act (HMDA) 12USC(29)§2801-11 has required most mortgage lending institutions with offices in metropolitan areas to disclose to the public information about the geographic location and other characteristics of the home loans they originate or purchase during each calendar year.  From the 2005 HMDA data, the FFIEC prepared F disclosure statements for 8,848 HMDA-reporting institutions 3,904 commercial banks, 974 savings institutions, 2,047 credit unions, and 1,923 mortgage companies.  The privacy of personally identifying information is important whereas disclosures should be anonymous accounting and census reports not case studies.

Since the 1960s, Congress has enacted several laws to ensure that consumers receive comprehensive information and fair treatment in a broad range of financial transactions. These laws protect consumers in transactions involving credit and debit card accounts; automated teller machine transactions and other electronic fund transfers; deposit account activities; automobile leases; mortgages and home equity loans; and lines of credit and other unsecured credit. The Equal Credit Opportunity Act prohibits lenders from discriminating against credit applicants in any aspect of a credit transaction on the basis of race, color, religion, national origin, sex, marital status, age, whether all or part of the applicant’s income comes from a public assistance program, or whether the applicant has in good faith exercised a right under the Consumer Credit Protection Act. The Fair Housing Act prohibits discrimination in residential real estate transactions on the basis of race, color, religion, sex, handicap, familial status, or national origin.

To explain what is needed from lenders in plain English, it is prohibited to extend credit without regard to the ability of the consumer to pay. The generally accepted definition of affordability is for a household to pay no more than 30 percent of its annual income on housing. A consumer should not be held liable for an amount of monthly indebtedness payments greater than 50 percent of the monthly gross income of the consumer.  There shall be no balloon payments that would not fully amortize the outstanding principal balance.  No negative amortization where the principal balance increases because of not making minimum interest payments.  The maximum interest rate of an Adjustable rate mortgages must not cause mortgage premiums to exceed 50% of a person’s income. 
Sec. 132 Expanding Homeownership Act of 2007

The Expanding American Homeownership Act of 2007 H.R. 1852 was re-introduced from the 109th Congress by Rep Waters, Maxine [CA-35] on 3/29/2007, to date there are only 5 cosponsors and the bill was ordered to be amended by voice vote.  In the Act Congress finds one of the primary missions of the Federal Housing Administration (FHA) single family mortgage insurance program is to reach borrowers who are underserved, or not served, by the existing conventional mortgage marketplace.  The FHA program has a long history of innovation, which includes pioneering the 30-year self-amortizing mortgage and a safe-to-seniors reverse mortgage product, both of which were once thought too risky to private lenders. The act is primarily involved in amending the National Housing Act 12USC(13)II§1709 and §1735f-18(b)(2) to provide for annual reports on new programs and loss mitigation on the rates of default and foreclosure for the applicable collection period for mortgages insured pursuant to the programs for mortgage insurance.

The National Housing Act 12USC(13)II§1709 permits the Secretary of Housing and Urban Development to insure mortgage loans to occupiers on properties that cost within 95% of the appraised value.  Premiums shall not exceed 1% per year.  The initial premium shall not exceed 2.25%.  Each mortgagee (or servicer) with respect to a mortgage under this section shall provide each mortgagor of such mortgagee (or servicer) written notice, not less than annually, containing a statement of the amount outstanding for prepayment of the principal amount of the mortgage and describing any requirements the mortgagor must fulfill to prevent the accrual of any interest on such principal amount after the date of any prepayment. 

Congress shall establish a maximum principal loan obligation in Section 255 of the National Housing Act 12USC(13)II§1715z-20 that helps meet the special needs of elderly homeowners by reducing the effect of the economic hardship caused by the increasing costs of meeting health, housing, and subsistence needs at a time of reduced income, through the insurance of home equity conversion mortgages to permit the conversion of a portion of accumulated home equity into liquid assets section and 305(a)(2) of the Federal Home Loan Mortgage Corporation Act 12USC(11A)§1454 that permits the extension of mortgages from 30 to 40 years.  
Down payments shall be executed by a mortgagor who shall have paid on account of the property, in cash or its equivalent, at least 3 percent of the estimate of the cost of acquisition, in closing costs, excluding the mortgage insurance premium paid at the time the mortgage is insured).  Zero or low cost down payments are encouraged.  Upfront Premiums are the amount of any single premium payment collected at the time of insurance may not exceed 3.0 percent of the amount of the original insured principal obligation of the mortgage. Annual premiums are the amount of any annual premium payment collected may not exceed 0.75 percent of the remaining insured principal obligation of the mortgage.  

The Secretary shall establish underwriting standards for the rate of premiums for such a mortgage that may vary according to the credit risk associated with the mortgage and the rate of any annual premium for such a mortgage may vary during the mortgage term as long as the basis for determining the variable rate is established before the execution of the mortgage. The Secretary may change a premium structure but only to the extent that such change is not applied to any mortgage already executed.  A premium structure shall not be changed without providing at least 30 day notice to Congress.  A payment incentive system may be adopted whereby after a 3 or 5 year period a person makes regular mortgage payments the Secretary will reduce the amount of the annual premium payments.  Higher risk buyers are to be referred to counseling agencies whose written disclosure shall include information regarding homeownership options other than mortgages, the amount a person could expect to pay or earn from the sale of a house in time and whether the cost of borrowing exceeds the maximum allowable closure cost.  Should a borrowing be 60 days delinquent the counseling agency shall be given notice to provide foreclosure prevention counseling. 

The Secretary of Housing and Urban Development shall conduct a study regarding mortgage insurance premiums charged under the program for insurance of home equity conversion mortgages to analyze and determine--(1) the effects of reducing the amounts of such premiums from the amounts charged as of the date of the enactment of this Act on—(A) costs to mortgagors; and (B) the financial soundness of the program; and (2) the feasibility and effectiveness of exempting, from all the requirements under the program regarding payment of mortgage insurance premiums. In any case in which the single family residence to be insured is within a jurisdiction in which the President has declared a major disaster to have occurred, the Secretary is authorized, for a temporary period not to exceed 36 months from the date of such Presidential declaration, to enter into agreements to insure a mortgage which involves a principal obligation of up to 100 percent of the dollar limitation, not in excess of 100 percent of the appraised value of the property plus any initial service charges, appraisal, inspection and other fees in connection with the mortgage.  Chapter 7 of the Emergency Supplemental Appropriations Act of 1994 (Public Law 103-211; 108 Stat. 12)

The Government Accountability Office has cited the FHA single family housing mortgage insurance program as a “high-risk” program, with a primary reason being non-integrated and out-dated financial management systems.  The `Audit of the Federal Housing Administration's Financial Statements for Fiscal Years 2004 and 2003', conducted by the Inspector General of the Department of Housing and Urban Development reported as a material weakness that `HUD/FHA's automated data processing [ADP] system environment must be enhanced to more effectively support FHA's business and budget processes'.  Improvements to technology used in the FHA program will--allow the FHA program to improve the management of the FHA portfolio, garner greater efficiencies in its operations, and lower costs across the program resulting in efficiencies and lower costs for lenders participating in the program, allowing them to better use the FHA products in extending homeownership opportunities to higher credit risk or lower-income families, in a sound manner.

Sec. 133 Federal Housing Administration


The Federal Housing Administration (FHA) was created in 1934 to give homebuyers access to reasonably priced mortgages under fair terms. When the FHA was founded only 4 in 10 people owned the homes they lives in and 2 million construction workers had just lost their jobs.  In the 1940s FHA lent to returning veterans.  By 2001 homeownership rates had soared to 68.1%. Over the years FHA has been able to help more than 34 million families and 49,259 multifamily projects containing 5.6 million units of housing. FHA currently has 3.9 million insured single family mortgages and 12,319 insured multifamily projects in its portfolio.  The FHA is the largest insurer of mortgages in the world and is completely funded through its operations at not cost to taxpayers. The FHA approved a weekly adjusted annual estimate of 708,900 loan applications in March, 5.1% for refinancing.  That is an average of 2,802 loan approvals per workday. 

The FHA operates its programs through four funds supported by premium and fee income, interest income, Congressional appropriations, borrowing from the U.S. Treasury, and other miscellaneous sources. The four funds are:

The Mutual Mortgage Insurance (MMI) Fund. This fund supports FHA’s basic single

family homeownership program. This fund is self-sustaining.

The General Insurance (GI) Fund. This fund supports a wide variety of housing

programs including rental apartments, cooperatives, condominiums, nursing homes,

hospitals, property improvements, manufactured housing (Title I), home equity

conversion mortgages, and disaster assistance.

The Special Risk Insurance (SRI) Fund. This fund supports higher-risk single family and

multifamily insured mortgages.

The Cooperative Management Housing Insurance (CMHI) Fund. This fund supports

insured loans on market-rate cooperatives. Historically this fund has been selfsustaining.
At the end of fiscal year 2006, the MMI Fund comprised 80.08 percent of the FHA Insurance Fund; the GI Fund 19.13 percent; the SRI Fund 0.71 percent; and the CMHI Fund 0.08 percent. The total mortgage insurance in-force (IIF) in the FHA Fund was $395.8 billion, a decrease of $20.7 billion, or 5.0 percent, compared to fiscal year 2005. Specifically, the MMI Fund decreased by $18.3 billion, the GI Fund decreased by $1.5 billion, the SRI Fund decreased by $865 million, and the CMHI Fund, the smallest of the four, increased by $22.5 million.

Government backed home mortgages are open to the private market and there are numerous agencies not officially part of the FHA.  In 2005, mortgage companies accounted for nearly 64 percent of government-backed originations. As recently as 2002, their share of originations of this type had been 83 percent. Depository institutions extended 71 percent of reported home improvement loans and about 88 percent of multifamily loans.  For 2005, 60 percent of the reporting institutions each provided information on fewer than 250 loans or applications, accounting for just 1.6 percent of all the reported data. At the other end of the spectrum, 6 percent of reporting institutions each provided information on 5,000 or more loans or applications, but these few highly active lenders accounted for 88 percent of all the reported data.   Asset size and lending activity are highly correlated. For example, the 707 depository institutions with assets of $1 billion or more reported 86 percent of all applications reported by depositories, whereas the 4,236 HMDA-reporting depository institutions with assets of less than $250 million accounted for only about 5 percent of the applications.  Denial rates are lower for government backed loans than for conventional loans.  Loans tend to be categorized first or junior class depending on the size of a buyer’s assets.

Table 4-8: Mortgage Debt Held by Federal Government (in millions of US$)

	Federal and Related Agencies, Pools and Trusts
	4,994,640
	5,519,713
	6,341,341
	6,999,249

	Federal Government National Mortgage Association
	2,570,266
	2,586,555
	2,600,365
	4,744,749

	Farmers Home Administration
	69,546
	70,624
	72,937
	76,448

	Federal Housing Adm. and Dept. of Veterans Affairs
	4,192
	4,733
	4,819
	5,023

	Federal Deposit Insurance Corporation
	23
	11
	8
	3

	Federal Land Banks
	49,307
	52,793
	54,640
	59,897

	Federal Home Loan Mortgage Corporation
	1,217,609
	1,265,599
	1,392,276
	1,538,141

	Federal Agricultural Mortgage Corporation
	1,993
	1,825
	1,639
	3,877


Source: Statistical Supplement to the Federal Reserve Bulletin, April 2007, 1.54
Whenever the Secretary has taken any discretionary action to suspend or revoke the approval of any mortgagee to participate in any mortgage insurance program under this subchapter, the Secretary shall provide prompt notice of the action and a statement of the reasons for the action to— 

1. the Secretary of Veterans Affairs; 
2. the chief executive officer of the Federal National Mortgage Association;  

3. the chief executive officer of the Federal Home Loan Mortgage Corporation; 
4. the Administrator of the Farmers Home Administration; 
5. if the mortgagee is a national bank, or a subsidiary or affiliate of such a bank, the Comptroller of the Currency; 
6. if the mortgagee is a State bank that is a member of the Federal Reserve System or a subsidiary or affiliate of such a bank, or a bank holding company or a subsidiary or affiliate of such a company, the Board of Governors of the Federal Reserve System; 
7. if the mortgagee is a State bank that is not a member of the Federal Reserve System or is a subsidiary or affiliate of such a bank, the Board of Directors of the Federal Deposit Insurance Corporation; and 
8. if the mortgagee is a Federal or State savings association or a subsidiary or affiliate of a savings association, the Director of the Office of Thrift Supervision. 
Subject to the provisions of the Federal Credit Reform Act of 1990, there is created a Mutual Mortgage Insurance Fund for the Secretary to enter into agreements guaranteeing mortgages.  The authority of the Secretary to enter into commitments to guarantee such insured mortgages shall be effective for any fiscal year only to the extent that the aggregate original principal loan amount under such mortgages, any part of which is guaranteed, does not exceed the amount specified in appropriations Acts for such fiscal year.  The Secretary shall provide for an independent actuarial study of the Fund to be conducted annually, which shall analyze the financial position of the Fund and shall report to Congress quarterly on the cumulative volume of loan guarantees made during that time period.  Loans shall be categorized based upon risk.  Reports shall be made on the difference between actual and projected claim and prepayment activity, projected and actual loss rates, projected on the annual subsidy rates to ensure that increases in risk are identified and mitigated.  The first quarterly report shall be submitted on the last of the first quarter of fiscal year 2008 or upon the expiration of the 90-day period beginning on the date of the enactment of the Expanding American Homeownership Act of 2007.
Fannie Mae and Freddie Mac were created by acts of the Congress and are thus known as government-sponsored enterprises, or GSEs. The Congress chartered these two companies with the goal of expanding the amount of capital available to the residential mortgage market, thereby promoting homeownership, particularly among low- and middle-income households. Although they retain their government charters, Fannie and Freddie were converted (in 1968 and 1989, respectively) to private, publicly traded, for-profit companies. Fannie and Freddie are regulated by the Office of Federal Housing Enterprise Oversight (OFHEO), with additional oversight by the Department of Housing and Urban Development (HUD). The regulatory framework under which the GSEs operate has two principal objectives: first, to support the GSEs’ mission of promoting homeownership, especially access to affordable housing; and second, to ensure that these two companies operate in a financially prudent manner. From the end of 1990 until the end of 2003, the combined portfolios of Fannie Mae and Freddie Mac grew more than tenfold, from $135 billion to $1.56 trillion, and the share they hold of outstanding residential mortgages increased from less than 5 percent to more than 20 percent.  Moreover, to finance their own holdings of MBS and other assets, in 2005 the two GSEs together issued almost $3 trillion in debt. Today, the two companies have $5.2 trillion of debt and MBS obligations outstanding, exceeding the $4.9 trillion of publicly held debt of the U.S. government.  

Fannie Mae and Freddie Mac each run two lines of business. Their first line of business involves purchasing mortgages from primary mortgage originators, such as community bankers; packaging them into securities known as mortgage-backed securities (MBS); enhancing these MBS with credit guarantees; and then selling the guaranteed securities. Through this process, securities that trade readily in public debt markets are created. This activity, known as securitization, increases the liquidity of the residential mortgage market. In particular, the securitization of mortgages extended to low- and middle-income home purchasers likely has made mortgage credit more widely available. The GSEs’ second line of business involves the purchase of mortgage-backed securities and other types of assets for their own investment portfolios. This line of business has raised public concern because its fundamental source of profitability is the widespread perception by investors that the U.S. government would not allow a GSE to fail, notwithstanding the fact that--as numerous government officials have asserted--the government has given no such guarantees. The perception of government backing allows Fannie and Freddie to borrow in open capital markets at an interest rate only slightly above that paid by the U.S. Treasury and below that paid by other private participants in mortgage markets.  By law, banks cannot make additional banking acquisitions if the resulting firm would control more than 10 percent of U.S. insured deposits.  

Sec. 134 Community Reinvestment Modernization Act of 2007

Congress finds that it is necessary to increase homeownership and small business ownership for low- and moderate-income borrowers and persons of color.  The Community Reinvestment Act (CRA) obligates insured depository institutions to help meet the credit needs of their entire local communities, including low- and moderate-income borrowers and neighborhoods, consistent with the institutions’ safe and sound operation.  The Community Reinvestment Modernization Act of 2007 H.R.1289 recalls that the Community Reinvestment Act (CRA) of 1977 has leveraged more than $4 trillion in loans and investments for low- and moderate-income communities according to the National Community Reinvestment Coalition.  Section 809(a) of the Community Reinvestment Act of 1977 12USC(30)§2908(a) is amended so that all regulated financial institutions shall be examined under this title at least once in each 2-year period.  There shall be no exemptions for institutions valued less than $1 billion. 
Table 4-9: Community Reinvestment Act reporting as % of all Loans 1997-2005

	
	1997
	1999
	2001
	2003
	2005

	Business Loans
	2,560,795
	3,287,974


	6,094,606


	8,004,463


	7,951,110



	Thousands of Dollars
	159,401,302

	174,538,571

	224,914,485

	278,612,596

	271,615,447


	CRA as % of Loans 
	71.0%
	67.8%
	84%
	90.5%
	73.2%


Source: Federal Financial Institutions Examination Council Analysis of CRA
The CRA of 1977 has leveraged a tremendous increase in home mortgage lending to minority and low- and moderate-income borrowers as compared to whites and middle-income borrowers; from 1993 through 2002, home mortgage lending has increased by 79.5 percent to Blacks, by 185.8 percent to Hispanics, by 29.6 percent to whites, by 90.6 percent to low- and moderate-income borrowers, and by 51.4 percent to middle-income borrowers.  While the CRA of 1977 has been effective, significant wealth disparities remain; in the fourth quarter of 2004, the white homeownership rate was 76.2 percent while the African-American and Hispanic homeownership rates were 49.1 percent and 48.9 percent, respectively.  In 2002, the median net worth for Hispanic and African-American households was $7,932 and $5,988 respectively, while, in sharp contrast, the median net worth for White households was $88,651.  

Public and congressional concerns about the deteriorating condition of America's cities, particularly lower-income and minority neighborhoods, led to the enactment of the Community Reinvestment Act. In the view of many, urban decay was partly a consequence of limited credit availability, which encouraged urban flight and inhibited the rehabilitation of declining neighborhoods. Some critics pinned the blame for the lack of credit availability on mainstream financial institutions, which they characterized as willing to accept deposits from households and small businesses in lower-income neighborhoods but unwilling to lend or invest in those same neighborhoods despite the presence of creditworthy borrowers. 

Several social and economic factors help explain why credit to lower-income neighborhoods was limited at that time. First, racial discrimination in lending undoubtedly adversely affected local communities. Discriminatory lending practices had deep historical roots. The term "redlining," which refers to the practice of designating certain lower-income or minority neighborhoods as ineligible for credit, appears to have originated in 1935, when the Federal Home Loan Bank Board asked the Home Owners' Loan Corporation to create "residential security maps" for 239 cities that would indicate the level of security for real estate investments in each surveyed city. The resulting maps designated four categories of lending and investment risk, each with a letter and color designation. Type "D" areas, those considered to be the riskiest for lending and which included many neighborhoods with predominantly African-American populations, were color-coded red on the maps--hence the term "redlining" (Federal Home Loan Bank Board, 1937). Private lenders reportedly constructed similar maps that were used to determine credit availability and terms. The 1961 Report on Housing by the U.S. Commission on Civil Rights reported practices that included requiring high down payments and rapid amortization schedules for African-American borrowers as well as blanket refusals to lend in particular areas. 
The term `community development investment' means investment in activities that revitalize and stabilize low- and moderate-income neighborhoods and directly benefit low- and moderate-income individuals, including investment in affordable housing, community services, small-business development, and economic development.  Each mortgage bank shall have, with respect to each community comprising an assessment area of such mortgage bank, a continuing and affirmative obligation to meet the mortgage credit and mortgage service needs of such communities, including extensions of credit in low- and moderate-income neighborhoods of such communities.  The rating categories used in rating the performance of any mortgage bank shall include `Outstanding', `High Satisfactory', `Satisfactory', `Low Satisfactory', `Needs-to-Improve', and `Substantial Noncompliance' or such other categories as the Secretary may establish by regulation. Ratings of low satisfactory or lower will require the lending institution shall submit a CRA improvement plan.

In the case of a regulated financial institution, or an affiliate or business partner of any such institution, which the appropriate Federal financial supervisory agency determines has engaged in any credit practice which has a negative impact on a community or neighborhood, such as predatory lending or abusive payday lending, or has engaged in any other lending practice or service in a manner which unlawfully discriminates against any person or against minority or low- and moderate-income neighborhoods the institution will result in a low CRA performance rating and will be prohibited from making large moves such as mergers and acquisitions under the National Bank Consolidation and Merger Act 12USC(2)XVI§215 et seq. that requires public meetings.  

Community development investment means investment in activities that revitalize and stabilize low- and moderate-income neighborhoods and directly benefit low- and moderate-income individuals, including investment in affordable housing, community services, small-business development, and economic development.  The program shall include a method for evaluating the number and dollar amount of community reinvestment by every security firm.  Each mortgage bank shall have, with respect to each community comprising an assessment area and a continuing and affirmative obligation to meet the mortgage credit needs of such communities.  Both mortgage banks and the government will be responsible for assessing the needs of the community in regards to community corrections shelters, community mental health shelters and homeless shelters for the enforcement of Congress and supervision of the Secretary of Housing and Urban Development.  

Sec. 135 Homeless Emergency Assistance and Rapid Transition to Housing Act
On February 28th, the U.S. Department of Housing and Urban Development (HUD) released a report to Congress on homelessness in America. The report included both a “point-in-time” count, which measures the number of homeless individuals on a given night, as well as a count collected over a three month period using the Homeless Management Information Systems (HMIS). HUD reported that on any given night an estimated 754,000 persons will experience homelessness and between 330,000 and 415,000 will stay at a homeless shelter or transitional housing throughout the U.S. depending upon the season. This results in about 300,000 more people then shelter beds in the U.S.  HUD’s staggering finding is an indictment of the previously absent political will to end homelessness. This report confirms the need for both emergency response legislation, such as the Homeless Emergency Assistance and Rapid Transition to Housing Act (H.R. 840), to amend the McKinney-Vento Homeless Assistance Act double federal dollars in homeless assistance programs, as well as the need for a comprehensive response to the affordable housing crisis in our nation. This includes the passage of the Bringing America Home Act (to be reintroduced in the 110th Congress).

The term “homeless” or “homeless individual or homeless person” means an individual who lacks a fixed, regular, and adequate residence and includes an individual who is sharing the housing of other persons due to loss of housing, economic hardship or a similar reason, is living in a motel, hotel, or camping ground due to the lack of alternative adequate accommodations or is living in an emergency or transitional shelter or is discharged from an institution.  

The Interagency Council on Homelessness has established the mechanism for the monitoring of the quantifiable results being achieved in States and Cities across the nation. Research involving just over 100 10-Year Plan cities has created 36,000 units/tenancies of targeted permanent supportive housing toward the goal of 150,000, with over $3.17 billion in State, local, and private investment leveraged. 

Homeless Emergency Assistance and Rapid Transition to Housing Act explains that a collaborative applicant is an entity, which may or may not be a Board, that serves as the applicant for project sponsors who jointly submit a single application for a grant, in an amount not to exceed $200,000-$400,000, for the acquisition, rehabilitation, or acquisition and rehabilitation, of an existing structure (including a small commercial property or office space) to provide supportive housing other than emergency shelter or to provide supportive services for homeless people; and for not more than 75% of annual operating costs may be made under McKinney-Vento Homeless Assistance Act at 42USC(119)IVC§11383.  
A community homeless assistance planning board shall be established for a geographic area by the relevant parties, not less than 51% of whom shall have experience homelessness and advocates of the diverse peoples in the geographic area and representatives of non profit organizations and education agency liaisons the remainder shall be government officials, business leaders and representatives of the neighborhood Social Security Administration and Veteran’s Administration.  

To receive a grant an eligible applicant shall submit an application for the grant to a community board.  The Secretary shall ensure that the procedure permits appeals submitted by community boards, entities carrying out homeless housing and services projects (including emergency shelters and homelessness prevention programs) and homeless planning bodies.  Houses acquired or rehabilitated under this act must be committed to the care of homeless persons for a period of not less than 20 years.
Supportive housing may be transitional housing of not more than 24 months or permanent housing for people with disabilities.   The Secretary of Housing and Urban Development shall, on a quarterly basis, request information from each landholding agency regarding Federal public buildings and other Federal real properties (including fixtures) that are excess property or surplus property or that are described as unutilized or underutilized and shall identify which of those buildings and other properties are suitable for use to assist the homeless.  The Secretary shall provide assistance directly to a jurisdiction only if the jurisdiction submits a comprehensive housing affordability strategy. 

Table 4-10: Sheltered and Unsheltered Homeless Persons in Different Seasons 2005

	
	April 30, 2005
	Day in March 2005
	Day in Jan. 2005

	Sheltered Homeless Persons
	313,722
	334,744
	415,366

	Un Sheltered Homeless Persons
	440,000
	415,000
	338,781

	Total Homeless Persons
	753,722
	749,744
	754,147


Source: HUD Annual Homeless Assessment Report to Congress February 2007

In 1996, an estimated 637,000 adults were homeless in a given week. In the same year, an estimated 2.1 million adults were homeless over the course of a year. These numbers increase dramatically when children are included, to 842,000 and 3.5 million, respectively. A quarter of homeless are children.  There are not many elderly people probably because of the shortened life expectancy of chronically homeless individuals. The share of all homeless people that are chronically homeless is much smaller (23 percent or 169,879 persons). The fact that there has been no increase in homelessness although the national population has increased 31 million can be interpreted as an accomplishment.  

Over a five-year period, about 2-3 percent of the U.S. population (5-8 million people) will experience at least one night of homelessness. For the great majority of these people, the experience is short and often caused by a natural disaster, a house fire, or a community evacuation.  A much smaller group, perhaps as many as 500,000 people, have greater difficulty ending their homelessness.  Most homeless people about 80%, exit from homelessness within about 2-3 weeks. They often have more personal, social, and economic resources to draw on than people who are homeless for longer periods of time. About 10% are homeless for up to two months, with housing availability and affordability adding to the time they are homeless. Another group of about 10% is homeless on a chronic, protracted basis-as long as 7-8 months in a two-year period. Disabilities associated with mental illnesses and substance use are common. On any given night, this group can account for up to 50% of those seeking emergency shelter.
The reasons why people become homeless are as varied and complex as the people themselves. Several structural factors contribute greatly to homelessness. 

Poverty. People who are homeless are the poorest of the poor. In 1996, the median monthly income for people who were homeless was $300, only 44% of the Federal poverty level for a single adult.  Decreases in the numbers of manufacturing and industrial jobs combined with a decline in the real value of minimum wage by 18% between 1979 and 1997 have left significant numbers of people without a livable income. 

Housing. The U.S. Department of Housing and Urban Development estimates that there are five million households in the U.S. with incomes below 50% of the local median who pay more than half of their income for rent or live in severely substandard housing. This is worsened by a decline in the number of housing units affordable to extremely low income households by 5% since 1991, a loss of over 370,000 units. Federal rental assistance has not been able to bridge the gap; the average wait for Section 8 rental assistance is now 28 months.  

Disability. People with disabilities who are unable to work and must rely on entitlements such as Supplemental Security Income (SSI) can find it virtually impossible to find affordable housing. People receiving Federal SSI benefits, which were $545 per month in 2002, cannot cover the cost of an efficiency or one-bedroom apartment in any major housing market in the country.

As of early 2005, there were approximately 438,300 emergency and transitional year-round beds nationwide. The inventory is distributed nearly equally among emergency shelters (about 217,900 beds) and transitional housing (approximately 220,400 beds). The mix of available year-round beds is also evenly distributed across household types, with about 216,000 beds for persons in families (49 percent) and 222,400 beds for individuals (51 percent).  Since 1996, the overall inventory of emergency, transitional, and permanent housing beds has increased from 607,700 to 647,000, a six percent increase in ten years. The increase in beds reflects a 35 percent decrease in the number of emergency beds and dramatic increases in the numbers of transitional and permanent supportive housing programs and beds. Transitional housing beds increased by 38 percent, and permanent supportive housing beds by 83 percent during that period.

In 1984, HUD conducted the first federal attempt to describe the nation’s capacity to shelter homeless persons and concluded that there were approximately 100,000 shelter beds in about 1,900 shelters.2 HUD conducted a second national survey of shelter supply in the summer of 1988 and estimated that the nation’s capacity to shelter homeless persons was 275,000 beds in 5,400 shelters.  In total there are about 19,500 homeless residential programs and 647,000 beds in the current inventory, compared to 15,900 programs and 607,700 beds in 1996.  

By 2005 residential programs redefined themselves, so that emergency shelters become transitional (or permanent) housing programs. It is possible that some of the 3,400 emergency shelters and 115,600 emergency beds that disappeared between 1996 and 2005 became part of the 3,000 transitional housing programs and 60,200 transitional beds, or the 4,000 permanent housing programs and 94,700 permanent beds, that were gained during this same period.

Table 4-11: Change in National Capacity to House Homeless Persons 1996-2005
	
	1996
	2005
	Change 
	% Change

	Total Number of Programs
	15,900
	19,500
	3,600
	23%

	Emergency Shelters
	9,600
	6,200
	-3,400
	-35%

	Transitional Housing
	4,400
	7,400
	3,000
	68%

	Permanent Housing
	1,900
	5,900
	4,000
	211%

	Total Bed Capacity
	607,700
	647,000
	39,300
	6%

	Emergency Shelters
	333,500
	217,900
	-115,600
	-35%

	Transitional Housing
	160,200
	220,400
	60,200
	38%

	Permanent Housing
	114,000
	208,700
	94,700
	83%


Source: HUD Annual Homeless Assessment Report to Congress February 2007
It can be estimated that 3,000-5,000 emergency homeless shelters with 20 to 50 beds are needed to make up for the loss of 115,000 beds between 1996 and 2005.  Roughly one new emergency shelter is needed in every county to make up the loss in the past decade.  It seems that the economic interests of the homeless people themselves for longer term and nicer transitional and permanent housing and the availability of financing for mental health shelters and natural accumulation of furniture has caused emergency shelters to shift to longer term transitional and permanent housing.  From the perspective of the homeless most new investment should go into new emergency homeless shelters.  It is hoped that 5,000 new emergency homeless shelters will be purchased under the Homeless Emergency Assistance and Rapid Transition to Housing Act of 2007.
Sec.  136 Enforcing Community Based Corrections

The vast majority of demand for government sponsored community housing to counter discrimination can be found in the corrections system.  Each year jails release in excess of 10,000,000, 3.3% of the population, back into the community.  A record 7 million people - or one in every 32 American adults - were behind bars, on probation or on parole by the end of 2005. Of those, 2.2 million were in prison or jail, an increase of 2.7% over the previous year.  More than 4.1 million people were on probation and 784,208 were on parole. Prison releases are increasing, but admissions are increasing more.  As the result of mandatory minimum sentencing laws of the past two decades the US has the highest and densest prison population in the world at an estimated 737 prisoners per 100,000 citizens, Russia comes in third on density with 623 per 100,000.  The US population desperately needs freedom.  Studies have shown that from 15 percent to 27 percent of prisoners expect to go to homeless shelters upon release from prison.   The National Institute of Justice has found that after one year of release, up to 60 percent of former inmates are not employed.  Community corrections housing is the best way to supervise criminally oriented people without the deprivation of liberty noted in the damning prison statistics the US must reform if they wish to be a free nation.  

According to the Bureau of Justice Statistics, expenditures on corrections alone increased from $9,000,000,000 in 1982 to $44,000,000,000 in 1997.  These figures do not include the cost of arrest and prosecution, nor do they take into account the cost to victims.  The terms `place of the prisoner's imprisonment' and `available penal or correctional facility' do not include a community corrections center, community treatment center, `halfway house,' or similar facility that does not confine residents in the manner of a prison or jail. The term `residential substance abuse treatment’ means a course of individual and group activities and treatment, lasting at least 6 months in residential treatment facilities set apart from the general prison population.  Increase recidivism results in profound collateral consequences, including public health risks, homelessness, unemployment and disenfranchisement.  

Community corrections, as an extension of probation and parole services, is the answer to both the crime and penal problem.  The federal legislature in particular must advocate for community corrections programs as the states and counties already do and they need the federal support.  In fact to uphold basic principles in law the federal government should transfer all funding for local armed forces to community corrections programs, an estimated $3 billion, whereas the federal government has been subversive in their finance of local law enforcement.  The federal government needs to enforce the ban on financing armed forces by funding the more compassionate system of community corrections who are so civilized they can usually be written to without the violent reaction of the armed forces. Halfway houses in the community are the best way to combat recidivism amongst offenders.  By treating the offenders fairly but firmly in the community they will escape a great deal of the corruption that arises from the cruelty of jail.  Borderline probationers can get crime free living situations before committing a serious crime and paroled offenders can serve out the remainder of their prison term in community correctional shelters where they could be productive citizens. There is a market for between a million and three million community corrections beds to serve people who would otherwise be institutionalized.  The State departments of correction with the assistance of community based corrections boards in every county need to invest in real estate and community staff on a large scale in anticipation of savings whereas community corrections costs an estimated $4,500 annually whereas incarceration costs $24,000 a year.     
There is clearly an element of racial discrimination in the detention of offenders.  Over the past year, the female population in state or federal prison increased 2.6 percent while the number of male inmates rose 1.9 percent. By year's end, 7% of all inmates were women. Racial disparities among prisoners persist. In the 25-29 age group, 8.1% of black men - about one in 13 – were behind bars, compared with 2.6% of Hispanic men and 1.1% of white men. Certain states saw more significant changes in prison population. Georgia had the biggest decrease, losing 4.6%, followed by Maryland with a 2.4% decrease and Louisiana with a 2.3% drop.  Montana and Kentucky were next in line with increases of 10.4% and 7.9%, respectively.  In South Dakota, the number of inmates increased 11% over the past year, more than any other state.  State and federal legislatures need to redress the prison population in their states.  

Table 4-12: US Prison Population State by State 30.6.2005

	Rank
	Correction

Agency
	Total Prison Pop. in 

1999
	State Prison Pop.
	Local Jail Population
	per 00,000
	Executions since 1976
	Estimated Need for Community Beds/Houses

	
	US Military
	25,000
	
	
	
	0 yes
	

	
	Federal
	179,220
	N/a
	N/a
	58
	3
	

	1
	Maine
	3,608
	2,063
	1,545
	273
	0
	303/12

	2
	Minnesota
	15,422
	8,399
	7,023
	300
	0
	2,570/102

	3
	Rhode Island
	3,364
	N/a
	N/a
	313
	0 yes
	677/27

	4
	Vermont
	1,975
	N/a
	N/a
	317
	0
	417/17

	5
	New Hampshire
	4,184
	2,456
	1,728
	319
	0
	905/36

	6
	Massachusetts
	22,778
	10,159
	12,619
	356
	0
	6,782/271

	7
	North Dakota
	2,288
	1,344
	944
	359
	0
	695/28

	8
	Iowa
	12,215
	8,578
	3,637
	412
	 0 
	4,803/192

	9
	Nebraska
	7,406
	4,308
	3,098
	421
	3
	3,008/120

	10
	West Virginia
	8,043
	3,966
	4,077
	443
	0
	3,504/140

	11
	Hawaii
	5,705
	N/a
	N/a
	447
	0
	2,614/101

	12
	Washington
	29,225
	16,532
	12,693
	465
	4
	13,512/541

	13
	Utah
	11,514
	4,775
	6,739
	466
	6 
	5,337/214

	14
	New York
	92,769
	63,234
	29,535
	482
	 0 yes
	44,652/1,786

	15
	Illinois
	64,735
	44,669
	20,066
	507
	12 
	32,814/1,313

	16
	Montana
	4,923
	2,658
	2,265
	526
	2
	2,583/103

	17
	Oregon
	19,318
	12,769
	6,549
	531
	2
	10,223/409

	18
	New Jersey
	46,411
	28,790
	17,621
	532
	 0 yes
	24,601/984

	19
	Connecticut
	19,087
	N/a
	N/a
	544
	 1
	10,315/413

	20
	Ohio
	65,123
	44,270
	19,853
	559
	19
	35,998/1,440

	21
	Kansas
	15,972
	9,068
	6,904
	582
	0 yes 
	9,111/365

	22
	Pennsylvania
	75,507
	41,052
	34,455
	607
	 3
	44,409/1,776

	23
	North Carolina
	53,854
	36,683
	17,171
	620
	39
	32,139/1,286

	24
	South Dakota
	4,827
	3,395
	1,432
	622
	0 yes 
	2,887/115

	25
	Maryland
	35,601
	23,215
	12,386
	636
	5
	21,606/864

	26
	Indiana
	39,959
	22,392
	17,567
	637
	16 
	24,277/971

	27
	District of Columbia
	3,552
	N/a
	N/a
	645
	 0
	2,175/87

	28
	Wisconsin
	36,154
	21,850
	14,304
	653
	 0
	22,313/893

	29
	Michigan
	67,132
	49,014
	18,118
	663
	 0
	41,818/1,673

	30
	Arkansas
	18,693
	12,568
	6,125
	673
	27
	11,749/470

	31
	California
	246,317
	164,179
	82,138
	682
	 11
	156,025/6,241

	32
	Wyoming
	3,515
	1,964
	1,551
	690
	1 
	2,242/90

	33
	Alaska
	4,678
	4,613
	65
	705
	0
	3,019/120

	34
	Missouri
	41,461
	31,000
	10,461
	715
	66 
	26,964/1,079

	35
	Kentucky
	30,034
	13,273
	16,761
	720
	 2
	19,605/784

	36
	Colorado
	33,955
	20,317
	13,638
	728
	 1
	22,295/892

	37
	Tennessee
	43,678
	19,445
	24,233
	732
	 1
	28,761/1,150

	38
	Nevada
	18,265
	11,155
	7,110
	756
	11
	12,225/489

	39
	Virginia
	57,444
	31,020
	26,424
	759
	94
	38,523/1,541

	40
	New Mexico
	15,081
	6,567
	8,514
	782
	 1
	10,260/410

	41
	Idaho
	11,206
	7,419
	3,787
	784
	 1
	7,633/305

	42
	Arizona
	47,974
	32,495
	15,479
	808
	 22
	33,131/1,325

	43
	Delaware
	6,916
	N/a
	N/a
	820
	 14
	4,808/192

	44
	South Carolina
	35,298
	23,072
	12,226
	830
	 35
	24,666/987

	45
	Florida
	148,521
	84,901
	63,620
	835
	60
	104,054/4,162

	46
	Alabama
	40,561
	25,418
	15,143
	890
	34
	29,168/1,167

	47
	Oklahoma
	32,593
	23,008
	9,585
	919
	79
	23,727/949

	48
	Mississippi
	27,902
	16,480
	11,422
	955
	 6
	20,597/824

	49
	Texas
	223,195
	156,661
	66,534
	976
	355
	166,024/6,641

	50
	Georgia
	92,647
	47,682
	44,965
	1,021
	39
	69,962/2,799

	51
	Louisiana
	51,458
	19,591
	31,867
	1,138
	 27
	40,154/1,606

	
	US Totals 
	2,193,798
                
	1,259,905 
	747,529 
	737
	1002 as of 6 Dec. 2005
	1,449,633/

57,985


Source: International Centre for Prison Studies, World Prison Brief, USA State by State

No person shall be sentenced to or placed in a community-based correctional facility and program but by a court, probation officer or by the parole board pursuant to a Period of post-release control for certain offenders; until after the proposal for the establishment of the facility and program has been approved by the division of parole and community services as upholding Minimum standards for jails, powers and duties of the division of parole and community services. Commitments to approved community correctional facilities may be for any number weeks, months or years.  These judgments may be modified should the circumstances of the offender change, either due to, employment, independent living or recidivism.  The commitment to community corrections is for the protection of the community and admits:  Pre trial detainees, who do not pose a serious risk of flight or violence. People convicted of lesser felony or misdemeanor offenses who are on probation but do not have a stable enough home and/or employment environment for house arrest, or work release, to be in their immediate best interest. Felony offenders who are released from prison on parole. Otherwise homeless individuals who consent to live in such circumstances and are treated to the full array of medical and social services, may check in or out at any time, although two weeks notice is recommended.  The recommendation of a police officer should be satisfactory to get a person admitted.  A court date should be set within a week to ensure proper registration of the “homeless individual” when a judge could make rulings in regards to housing assistance, social security or welfare benefits the otherwise homeless individual might be eligible for. 

If a person who has been convicted of or pleaded guilty to an offense is confined in a community-based correctional facility or district community-based correctional facility, or any penal facility, at the time of reception and at other times the person in charge of the operation of the facility determines to be appropriate, the person in charge of the operation of the facility may cause the alleged offender to be examined and tested for tuberculosis, HIV infection, hepatitis, including but not limited to hepatitis A, B, and C, and other contagious diseases. The person in charge of the operation of the facility may cause a convicted offender in the facility who refuses to be tested or treated for tuberculosis, HIV infection, hepatitis, including but not limited to hepatitis A, B, and C, or another contagious disease to be tested and treated involuntarily.  Mental Health professionals shall be available for the diagnosis and treatment of mental illness of pre trial and post conviction resident of the community based corrections programs.  Psychiatric medication will be made available, free of charge, upon the prescription of these professionals.  Psychiatric drugs should be kept in the office and administered in accordance with the prescription by the resident caretaker.  Social workers shall make weekly rounds to every facility and schedule appointments for counseling sessions with the residents of the community correction program.  Social workers shall discuss a person’s employment and family situation.  Several computers with Internet access should be made available in every facility so that the residents could support court proceedings with their own written opinions and be more successful with the printing of their resumes and letters.  

The court of any county or district that has a population of two hundred thousand or more may formulate a community-based correctional proposal for the approval of the director of rehabilitation and correction.  In determining whether to grant approval to a court to formulate more than one proposal, the director shall consider the rate at which the county served by the court commits felony offenders to the state correctional system.  If a court formulates more than one proposal, each proposal shall be for a separate community-based correctional facility and program. For each community-based correctional proposal formulated under this division, the fact that the proposal has been formulated and the fact of any subsequent establishment of a community-based correctional facility and program pursuant to the proposal shall be entered upon the journal of the court. 

In Agreements regarding the Application for state financial assistance to community-based corrections the division of parole and community services shall accept applications for state financial assistance for the renovation, maintenance, and operation of proposed and approved community-based correctional facilities and programs and district community-based correctional facilities and programs. The division shall adopt a formula to determine the allocation of state financial assistance to qualified applicants. The formula shall provide for funding that is based upon a set fee to be paid to an applicant per person committed or referred in the year of application. In no case shall the set fee be greater than the average yearly cost of incarceration per inmate in all state correctional institutions.

The efforts of various public and private entities to provide supervision and services to offenders after reentry into the community and to the family members of such offenders, are coordinated.  Offenders awaiting reentry into the community are provided with documents (such as identification papers, referrals to services, medical prescriptions, job training certificates, apprenticeship papers and information on obtaining public assistance) useful in achieving a successful transition from prison.  Carrying out programs and initiative by units of local government to strengthen reentry services for individuals released from local jails.  Prison mentors must be enabled to remain in contact with those offenders, including through the use of such technology as videoconferencing and email during incarceration and after reentry into the community and encouraging the involvement of prison mentors in the reentry process.  

Structured post- release housing and transitional housing, including group homes for recovering substance abusers, through which offenders are provided supervision and services immediately following reentry into the community.  Officers assist offenders in securing permanent housing upon release or following a stay in transitional housing.  Continuing health services (including screening, assessment and aftercare mental health services, substance abuse treatment and aftercare and treatment of contagious diseases) to offenders in custody and after reentry into the community.  Offenders must be provided with education job training, English as a second language programs, work experience programs, self-respect and life skills training and other skills useful in achieving a successful transition from prison.  Collaboration must be facilitated among corrections and community corrections, technical schools, community colleges, and the workforces development and employment service sectors.  

Nationally it can be estimated that there are 1.5 million offenders who need to be released from jail.  There are another 7 million people on probation and parole of varying degrees of threat to society a percentage of whom would benefit from professional care and supervision in a halfway house.  It would be reasonable to expect the federal bureau of prisons and local community corrections boards under the supervision of state departments of corrections would purchase more than 25,000 houses a year towards a ten year goal of  2.5 million beds,  and 24 hour staff to resident ratio of 3-8 per prisoner, 500,000 employees.  It is hoped that the half way decent halfway house system will be dramatically expanded by a generous Congress in the next few years in order to make significant reductions in the jail and prison population towards international norms of 250 prisoners per 100,000 citizens, reduce recidivism and be more fair to our citizens.  

Halfway houses present a method of managing offenders that can bring down our nation’s alarming detention rate and reduce crime.  Congress will of course need to be quite firm with the local armed forces, whose leaders may need to be fired if they are particularly confederate in their opposition to freedom.   It is hoped to transition large number of correctional officers to community treatment in the probation and parole services.  The federal and state legislatures who have no disciplinary authority or supervision of the local armed forces will need to keep their financing and support of the criminal justice system to the fairly social halfway houses.  By enforcing this principle of financing only the community corrections system rather than the armed forces in general, it can be estimated that Congress can leverage more than $3 billion in funds annually for the acquisition and maintenance of halfway houses, enough for 15,000 federal homes. 

Sec. 137 Community Mental Health and Substance Abuse Treatment

The Mental Health system was the first to reinvest in community housing. The number of inpatient beds supplied by organizations decreased by half, from 558,239 in 1955 to 261,903 in 1998 after Congress passed the Mental Retardation Facilities and Community Mental Health Centers Construction Act of 1963 (P.L. 88-164) establishing mental health boards in counties around the nation.  Community reinvestment needs to continue whereas it can be estimated that over 50% of the inpatients are unnecessarily hospitalized for corporate greed and the patients either have their own place to live or would do better in community mental health shelters.  Although the mentally ill and retarded are encouraged to care for themselves, and for the most part do, there are an estimated 2.5 million community mental health and retardation beds in 100,000 community shelters around the nations supervised by over 5,722 organizations, mostly county agencies.  It is the goal of the mental health system to close all state mental institutions and private psychiatric hospitals to leave only a limited inpatient population in general hospital psychiatric wards.  If they mental health system would push forward with this objective it could be estimated that the mental health system would need to shelter as many 150,000 persons in an estimated 5,000 new shelters.  The community mental health system presents a good example for the correctional system to follow.   
Community housing corporations may be run as (1) group homes, (2) partnerships, or (3) sole proprietorship.  Organizations that are principally engaged in the business of providing education, health care, housing, social services, or parks and recreation are eligible to receive federal finance. In Title 24 of the Code of Federal Regulations Chapter 7-9 housing assistance programs receive special government backing under Section 8 Housing Assistance programs, section 202 Direct Loan Program, Section 202 Supportive Housing for the Elderly Program and Section 811 Supportive Housing for Persons with Disabilities Program, Under 24CFR700.125  participants in Congregate Housing Services under section 802(e)(1), (4) and (5) are also eligible if they are temporarily disabled and priority is given to low income individuals. The mixed-finance owner must develop and continue to operate the same number of supportive housing units for elderly persons or persons with disabilities, as stated in the use agreement or other document establishing the number of assisted units, for a 40-year period. The owner must ensure that Section 202 or 811 supportive housing units in the development are and continue to be comparable to unassisted units in terms of location, size, appearance, and amenities. If due to a change in the partnership structure it becomes necessary to establish a  new owner partnership or to transfer the supportive housing project, Sec.  891.863 
President Bush signed E.O. 13217 Community Based Alternatives for Individuals with Disabilities in 2001, to assist States and localities to ensure that all Americans with mental illness have the opportunity to live close to their families and friends, to live more independently, to engage in productive employment, and to participate in community life with unabridged access to community based alternative to institutionalization.  Equal Opportunities for Individuals with Disabilities in Public Accommodations are guaranteed under 42USC(126)§12182 that states, “No individual shall be discriminated against on the basis of disability in the full and equal enjoyment of the goods, services, facilities, privileges, advantages, or accommodations of any place of public accommodation by any person who owns, leases (or leases to), or operates a place of public accommodation.” Owners, managers, and tenants of federally assisted housing, public housing agencies, owner and tenant advocacy organizations persons with disabilities and disabled families, organizations assisting homeless individuals, and social service, mental health, and other nonprofit service providers who serve federally assisted housing shall provide in appropriate measures reasonable accommodations required under the Fair Housing Act 42 USC(45)§3601 to comply with civil rights laws elaborated upon in Labor statute 29USC§794 that sets forth that, “No otherwise qualified individual with a disability in the United States shall, solely by reason of her or his disability, be excluded from the participation in, be denied the benefits of, or be subjected to discrimination under any program or activity receiving Federal  financial assistance or under any program or activity conducted by any Executive agency or by the United States Postal Service”. 

In 1992 the ADAMHA Reorganization Act transferred the Alcohol, Drug Abuse, Mental Health Administration (ADAMHA) programs to the new Substance Abuse Mental Health Service Administration (SAMHSA).  SAMHSA administrates substance abuse and mental health programs and facilities nationwide.  Mental illness and drug abuse are deeply related and addiction is best processed as a mental illness whereas withdrawal tends to produce serious mental illness as a temporary side effect and the addiction itself is far from rational behavior.  

Drug treatment is the socially responsible response to drug addiction and alcoholism.  There are a large number of Alcoholics Anonymous and support groups that give free meetings to provide drug addicts with the moral support they need to overcome their addiction.  Inpatient drug treatment, is the reasonable alternative to jail time for repeat offenders and seriously disabled addicts.  The substance abuse treatment alternative was first legislated in the 1966 Narcotic Addict Rehabilitation Act 42USC(42) establishing civil commitment proceedings a 30 days of hospitalization and forty two months of aftercare of consensual and non-consensual narcotic addicts under the supervision of the Surgeon General.  The program enables the court to appoint each patient two physicians, one of whom must be a psychiatrist.  Forty-two months is a reasonable estimate for the average drug dealing or substance abusing offender to recover. 

Drug Treatment Facilities are licensed by the state.  More than 11,000 addiction treatment programs are listed in the SAMHSA Drug Treatment facility locator.  Under Title 42 the Public Health and Welfare USCode Subpart II Block Grants for Prevention and Substance Abuse Treatment funds requested by Substance Abuse treatment facilities from the state must directly reflect the cost associated with treating substance abuse addicts and the Secretary of Health and Human services can cover any shortage in funds resulting from state budgetary concerns by the federal share of 75% of the cost under 42USC(46)XII-J§3796ii-4. SAMHSA block grants provide $1,753,932,000 for state substance abuse treatment Pharmacies, social welfare agencies, cultivator, distributors and criminal justice employees are encouraged to make significant contributions to local and state substance abuse prevention and treatment programs including tax deductions.  SAMHSA has just enough money to afford 75% of the effort for release of all 350,000 drug offenders from correctional facilities to substance abuse treatment programs under 42USC(46)XII-G§3796 ff.

Sec. 138 Veteran’s ARM Repeals

After World War II, Federal Housing Administration (FHA) mortgage insurance combined with Veteran's Administration mortgage guarantees to help returning veterans achieve the American dream and buy their own homes in record numbers.  To receive benefits an honorably discharged Veteran must apply for a Certificate of Eligibility by submitting a completed VA Form 26-1880, Request For A Certificate of Eligibility For Home Loan Benefits, to the Winston-Salem Eligibility Center, along with proof of military service.   The Veteran’s home loan program guarantees 50% of small loans and 25% of larger loans under Title 38 of the United States Code Part III Chapter 37 Housing and Small Business Loans.

No loan for the purchase or construction of residential property shall be financed unless the property meets or exceeds minimum requirements for planning and construction.  The Veteran’s administration can refuse to give a loan that has been rejected by the Secretary of Housing and Urban Development.   No loan shall be made unless the veteran certifies that they intend to occupy the home, if they are on active their spouse must stay there. 

Adjustable rate mortgages and hybrid adjustable rate mortgages are endorsed under 38USCIII(37)I§3707 and §3707A.  The Veterans Housing Opportunity and Benefits Act of 2006 PL 109-233 was signed by the President on June 15, 2006 and authorized an increase in the maximum amount that a loans interest could be raised from 1% to 2%.  All adjustable rate mortgages should be repealed to ensure that veterans are given predictable fixed rate mortgages that can be negotiated downward after they have proven their credit worthiness after a prescribed number of years.
Any deposit or down-payment made by an eligible veteran in connection with the purchase of proposed or newly constructed and previously unoccupied residential property in a project on which the Secretary has issued a Certificate of Reasonable Value, shall be deposited forthwith by the seller, or the agent of the seller, receiving such deposit or payment, in a trust account to safeguard such deposit or payment from the claims of creditors of the seller. The failure of the seller or the seller’s agent to create such trust account and to maintain it until the deposit or payment has been disbursed for the benefit of the veteran purchaser at settlement or, if the transaction does not materialize, may constitute an unfair marketing practice. In order to enable the purchase of housing in areas where the supply of suitable military housing is inadequate, the Secretary may conduct a pilot program under which the Secretary may make periodic or lump sum assistance payments on behalf of an eligible veteran for the purpose of buying down the interest rate on a loan.  

The Service-members Civil Relief Act formerly known as the Soldiers' and Sailors' Civil Relief Act of 1940 provides mortgage payment relief and protection from foreclosure.  The provisions of the Act apply to active duty military personnel who had a mortgage obligation prior to enlistment or prior to being ordered to active duty. This includes members of the Army, Navy, Marine Corps, Air Force, Coast Guard; commissioned officers of the Public Health Service and the National Oceanic and Atmospheric Administration who are engaged in active service; reservists ordered to report for military service; persons ordered to report for induction under the Military Selective Service Act; and guardsmen called to active service for more than 30 consecutive days. In limited situations, dependents of service-members are also entitled to protections.

The Act limits the interest that may be charged on mortgages incurred by a service member (including debts incurred jointly with a spouse) before he or she entered into active military service. Mortgage lenders must, upon request, reduce the interest rate to no more than six percent per year during the period of active military service and recalculate your payments to reflect the lower rate. This provision applies to both conventional and government-insured mortgages. To request this temporary interest rate reduction, you must submit a written request to your mortgage lender and include a copy of your military orders. The request may be submitted as soon as the orders are issued but must be provided to a mortgage lender no later than 180 days after the date of your release from active duty military service.  If a mortgage lender believes that military service has not affected your ability to repay your mortgage, they have the right to ask a court to grant relief from the interest rate reduction.  Mortgage lenders may not foreclose, or seize property for a failure to pay a mortgage debt, while a service member is on active duty or within 90 days after the period of military service unless they have the approval of a court. In a court proceeding, the lender would be required to show that the service member's ability to repay the debt was not affected by his or her military service. 
The following information is required for relief. 1. Notice of having been called to active duty. 2. A copy of the orders from the military notifying activation. 3. FHA case number. 4 Evidence that the debt precedes activation date.  

The change in interest rate is not a subsidy. Interest in excess of 6 percent per year that would otherwise have been charged is forgiven. However, the reduction in the interest rate and monthly payment amount only applies during the period of active duty. Once the period of active military service ends, the interest rate will revert back to the original interest rate, and the payment will be recalculated accordingly. Interest rate reductions are only for the period of active military service. Other benefits, such as postponement of monthly principal payments on the loan and restrictions on foreclosure may begin immediately upon assignment to active military service and end on the third month following the term of active duty assignment. 

Benefits for homeless veterans are addressed under Chapter 20.  There shall be at least one coordinator of benefits for homeless vets at every regional office.  The authority to make grants for the care of homeless veterans needs to be renewed since its expiration on September 30,2005 under §2011 and §2013 etc.  

The Secretary of Labor shall conduct, directly or through grant or contract, such programs as the Secretary determines appropriate to provide job training, counseling, and placement services (including job readiness and literacy and skills training) to expedite the reintegration of homeless veterans into the labor force.  

The Secretary, acting through the Under Secretary for Health, shall provide for appropriate officials of the Mental Health Service and the Readjustment Counseling Service of the Veterans Health Administration to develop a coordinated plan for joint outreach by the two Services to veterans at risk of homelessness, including particularly veterans who are being discharged or released from institutions after inpatient psychiatric care, substance abuse treatment, or imprisonment.  

The Secretary, in connection with the conduct of compensated work therapy programs, may operate residences and facilities as therapeutic housing.  Each resident, other than the house manager, shall be required to make payments that contribute to covering the expenses of board and the operational costs of the residence or facility for the period of residence in such housing.  In assisting homeless veterans, the Secretary shall coordinate with, and may provide services authorized under this title in conjunction with, State and local governments, other appropriate departments and agencies of the Federal Government, and nongovernmental organizations.  

To assist homeless veterans and their families in acquiring shelter, the Secretary may enter into agreements with non profit organizations and State or local political subdivisions.  The Secretary shall enter into contracts with a qualified nonprofit organization, or other qualified organization, that has experience in underwriting transitional housing projects to obtain advice regarding multifamily transitional housing project funded by a loan guaranteed by the Veteran’s Administration.  During each of the first 3 years of operation of a multifamily transitional housing project with respect to which a loan is guaranteed under this subchapter, there shall be an annual, independent audit of such operation.  

The Secretary shall carry out a program to make grants to health care facilities of the Department and to grant and per diem providers in order to encourage development by those facilities and providers of programs for homeless veterans with special needs.  Outpatient dental services and treatment of a dental condition or disability of a veteran shall be considered to be medically necessary if it is needed to secure employment, relieve pain, or to treat serious gingival and periodontal pathology. The Secretary may authorize homeless veterans receiving care through vocational rehabilitation programs to participate in the compensated work therapy program.  

There is established in the Department the Advisory Committee on Homeless Veterans that shall submit to the Committees on Veterans’ Affairs of the Senate and House of Representatives a report on the activities of the Department for the provision of assistance to homeless veterans.

Sec. 139 Secretary of Housing and Urban Development

Congress must vest their confidence in the Secretary of Housing and Urban Development, as the lead federal mortgage loan lender and supervisor of government sponsored investment in housing, to redress the slump in housing sales and spike in foreclosures in 2006 and 2007.  Existing home sales fell to the annually adjusted rate of 6.12 million units in March from a pace of 6.68 million in February and are 11.3% below the 6.90 million unit level of March 2006.  In 2006 there were more than 1.2 million foreclosure filings up 42 percent from 2005, a foreclosure rate of one foreclosure filing for every 92 U.S. households.  These statistics are alarming to economists and realtors and in the first quarter of 2007 the GDP growth rate was reported to be only 1.7%. 

The federal government must prioritize investment in residential real estate in advancement of their programs of assistance for the homeless, mentally ill, drug treatment facilities and halfway houses.  It is the policy of the United States to promote the general welfare of the Nation by employing the funds and credit of the Nation to assist States and political subdivisions of States to remedy the unsafe housing conditions and the acute shortage of decent and safe dwellings for low-income families and individuals with physical and mental disabilities.  Government direct sponsored residential homes fall under four categories: Homeless shelters, community mental health and retardation facilities, substance abuse treatment facilities and criminal justice halfway houses.  The annual cost of staffing and operating a facility is roughly the price of the entire mortgage.  The costs to the government are therefore expected to increase as more houses are purchased and staffed however this should be offset by rental payments of residents and reduced cost of community corrections over prison.

Table 4-13: Estimated Federal Direct Investment in Residential Real Estate 

	Type of Facility
	Estimated Shortfall
	Annual Goal for New Shelters
	Estimated Annual Cost to Federal Government
	Estimated Annual Cost to State and Local Gov.

	Homeless Shelters
	5,000
	2,500 for 2 years
	$250 million
	$250 million

	Community Mental Health Shelters
	5,000
	1,000 for 10 years
	$100 million
	$100 million

	Substance Abuse Treatment Facilities
	10,000
	1,000 for 10 years
	$100 million
	$100 million

	Criminal Justice Halfway Houses
	250,000
	25,000 for 10 years
	$2.5 billion
	$2.5 billion


On any given night an estimated 754,000 persons will experience homelessness and between 330,000 and 415,000 will stay at a homeless shelter or transitional housing throughout the U.S. depending upon the season. It can be estimated that 3,000-5,000 emergency homeless shelters with 20 to 50 beds are needed to make up for the loss of 115,000 beds between 1996 and 2005 as these facilities shifted from emergency to transitional or permanent residential facilities for the disabled.  

There are an estimated 2.5 million community mental health and retardation beds in 100,000 community shelters around the nations supervised by over 5,722 organizations. It is the goal of the mental health system to close all state mental institutions and private psychiatric hospitals to leave only a limited inpatient population in general hospital psychiatric wards with access to community shelters. If the mental health system would push forward with this objective it could be estimated that the mental health system would need to shelter as many 150,000 persons in an estimated 5,000 new shelters.  To make progress towards this goal it is recommended to push for around 500-1,000 new community mental health shelters annually for 10 years to absorb the homeless inpatient population and care for the seriously mentally ill.  

There are an estimated 2.5 million admissions to inpatient drug treatment annually meaning that there are an estimated 200,000 drug treatment beds in 10,000 facilities around the nation.  Substance abuse treatment is a growth industry for residential housing whereas an estimated 350,000 drug convictions were overturned in the Blakely decision of the US Supreme Court.  Whereas there is a market of half a million annually for residential drug treatment and another 250,000 looking for longer term transitional drug free housing, it seems reasonable to try to double the number of drug treatment facilities, many for longer term supervision of drug offenders in the community, so the federal government should plan for 1,000 new residential drug treatment facilities annually.     
The vast majority of directly government sponsored community reinvestment in residential housing is expected to come from the corrections system.  Each year jails release in excess of 10,000,000, 3.3% of the population, back into the community.  A record 7 million people - or one in every 32 American adults - were behind bars, on probation or on parole by the end of 2005.  Of those, 2.2 million were in prison or jail, an increase of 2.7% over the previous year.  More than 4.1 million people were on probation and 784,208 were on parole.  Nationally it can be estimated that a 1.5 million reduction in prison population is needed to bring the national penal population within norms.  To accomplish this safely it is recommended for the federal government to transfer all unregulated federal financing for local law enforcement, $3 billion annually, to local community corrections programs.  It would be reasonable to expect the federal bureau of prisons and local community corrections boards under the supervision of state departments of corrections to nationally purchase more than 25,000 houses a year towards a ten year goal of 2.5 million beds, and 24 hour staff to resident ratio of 3-8 per prisoner, 500,000 employees of criminal justice halfway houses.  This means that on the average every county will have at least one new halfway house and in counties with large penal populations they will establish ten to a hundred residential halfway houses a year.  While the goal is to reduce the prison population and reduce recidivism it is expected that the more halfway houses are available the more they will be used to abuse first time petty offenders and non-convicts but it will be nice to house and care for the indigents who are repeatedly brought to court for silly nothings before they are corrupted by prison and surveillance to commit a serious crime.  The objective is to provide people on probation and parole a crime-free living environment and reduce the total prison population.

The Federal Government cannot through its direct action alone provide for the housing of every American citizen, or even a majority of its citizens, nor can the federal government buy enough houses to offset the foreclosures and slump in housing sales, but it is the responsibility of the Government to promote and protect the independent and collective actions of private citizens to develop housing and strengthen their own neighborhoods.  To improve the general economy Congress will need to pass the bills before them, the Predatory Mortgage Lending Practices Reduction Act H.R.2061 will restore common sense to mortgage lending so that the maximum premium is not more than 30-50% of a person’s income, the Community Reinvestment Modernization Act of 2007 H.R.1289 will extend reporting requirements to all community lending agencies and the Homeless Emergency Assistance and Rapid Transition to Housing Act of 2007 H.R. 840 that establishes a regime for collective applications for federal financial assistance to acquire and staff community shelters. 

Furthermore, Congress must get serious about the Adjustable Rate Mortgage (ARM) ban.  Section 129 of the Truth in Lending Act 15USC(41)IB§1639 makes it unlawful to engage in any unfair or deceptive act or practice in providing any sub-prime federally related mortgage loan. The prevalence of these deceptive loans over the past few years is attributed with causing the majority of the dramatic increase in foreclosures.  Although the federal government claims that private mortgages default at greater rates there are no statistics to back this up.  It would make a lot of sense for Congress to repeal the several laws on the books that permit federal lenders to issue ARM loans so that all mortgage loans have predictable fixed rates that can be reduced after a few years after the borrower has made a substantial number of timely payments.  ARM loans flaunt the law of supply and demand and create a command economy based upon an impersonal index that fails to make sense of the income of the individual in a society with an increasing division between rich and poor and diminishing middle class that skews national statistics.  

To provide maximum protection for the mortgage loan market Congress should repeal all authorizations for ARM loans and warn consumers of the dangers inherent in the product.  Adjustable rate mortgages under 38USCIII(37)I§3707 and hybrid adjustable rate mortgages §3707A should be repealed from Veteran’s statute.  These laws are referenced to the terms in Section 215 of the National Housing Act.  Adjustable Rate Mortgage Caps under 12USC(39)§3806 should also be amended to read Adjustable Rate Mortgage Ban with an explanation that this is an all out ban on federal ARM loans. To ban ARM loans by federally insured mortgage lenders it would probably sufficient for the Secretary of Housing and Urban Development to ban the practice of ARM loans by order and for Congress to repeal the aforementioned three sections and any references to ARM loans in federal statutes, when confronted with them. 

Having redressed the foreclosure issue by prohibiting predatory lending the United States is now faced with purchasing 400,000 to 700,000 existing homes to make up for the housing slump that went as low as a seasonally adjusted monthly rate of 6.2 million units from a high of 6.9 million in May 2005.  It would be difficult for the government to purchase more than 30,000 residential houses annually, a mere 6% of the shortfall alone and 0.45% of the market.  The command economy for residential housing, although a considerable amount of work on which all agencies, particularly those with an interest in residential real estate the Department of Housing and Urban Development, Substance Abuse Mental Health System Administration, Veteran’s Administration and Justice are encouraged to report on to Congress to lead the housing market toward recovery, has very limited benefits for the economy at large.  Stimulating the housing market will require clever new strategies in fair housing such as the no cost closing now offered by the Bank of America mortgage lenders.   
Appendix 

The Board of Governors of the Federal Reserve System
Timeline of Major Events and Supervisory Responses
Related to Real Estate, Nontraditional and Sub-prime Lending
March 22, 2007 

1990 and 1994 - Poor real estate appraisal practices were identified as a contributing factor to real estate lending problems at failed institutions in the late 1980s and early 1990s. Pursuant to the Financial Institutions Reform, Recovery and Enforcement Act of 1989, the agencies adopted real estate appraisal regulations to establish appropriate standards for regulated institutions' real estate appraisal practices. In 1994, the agencies amended their appraisal regulations and issued Interagency Appraisal and Evaluation Guidelines to further promote sound appraisal practices. 

1993 - In response to poor real estate lending practices in the late 1980s and early 1990s that led to thrift and bank failures, and the FDIC Improvement Act of 1991, the agencies adopted regulations and guidelines on real estate lending standards for commercial and residential lending. These guidelines impose supervisory loan-to-value (LTV) limits and capital limitations on high LTV loans. 

1998 through 2002 - Five institutions closed due to problems related to sub-prime lending, including poor underwriting, fraud, and valuation of securitization and residual interests. 

July 1998 – Best bank 

September 1999 - Keystone 

November 1999 - Pacific Thrift and Loan 

July 2001 - Superior 

February 2002 – Next bank 

1999 - The agencies identified problems related to the risk management practices and valuation of securitization and residual interests at federally regulated sub-prime lenders. In December 1999, the agencies issued the Interagency Guidance On Asset Securitization Activities that describes the proper valuation of residual interests and highlights situations where such interest should be assigned no value. 

1999 - Problems were observed at both regulated and non-regulated sub-prime lenders, resulting in the bankruptcy of several non-regulated lenders. In March 1999, the agencies issued the Interagency Guidance on Sub-prime Lending to address concerns with mono-line sub-prime lending institutions. 

1999 - In October 1999, the agencies issued the Interagency Guidance on High Loan-to-Value (LTV) Residential Real Estate Lending to remind institutions that risks are higher in residential mortgages when the LTV ratio exceeds 90 percent and that institution' risk management practices need to address these risks. 

2001 - In January 2001, the agencies issued the Expanded Guidance for Sub-prime Lending Programs. The issuance was in large part in response to the increasing number of mono-line sub-prime lending institutions, particularly credit card and residential mortgage lending. The guidance addresses a number of concerns related to the sub-prime lending business model and inappropriate risk management practices and underwriting standards. 

2001 - As a result of concerns with predatory lending in the sub-prime mortgage market, the Federal Reserve revised the rules implementing the Home Ownership and Equity Protection Act (HOEPA) to extend HOEPA's protections to more high-cost loans and to strengthen HOEPA's prohibitions and restrictions, including a requirement that lenders generally document and verify a consumer's ability to repay a high-cost mortgage loan. 

2002 - The Federal Reserve expanded the data collection and disclosure rules under the Home Mortgage Disclosure Act (HMDA) to increase transparency in the sub-prime mortgage market. New data elements were added on loan pricing for certain higher priced loans, which helps to facilitate the federal banking and thrift agencies' ability to identify potential problems in the sub-prime market. The Federal Reserve also expanded the share of non-depository state-regulated mortgage companies that must report HMDA data, which has provided a more complete picture of the mortgage market, including the sub-prime mortgage market. 

2003 - The agencies observed weaknesses in regulated institutions' appraisal practices and issued in October the Interagency Guidance on Independent Appraisal and Evaluation Functions. The statement reinforces the importance of appraiser independence from the loan origination and credit decision process to ensure that valuations are fairly and appropriately determined. 

2003 to 2006 - The Federal Reserve issued three formal enforcement actions and three informal actions, which involve mortgage lending issues, including subprime mortgage lending. Formal enforcement actions included: 

Citigroup Inc. and Citi Financial Credit Company: Cease & Desist Order 3/ 27/04 

Doral Financial Corporation - Cease & Desist Order - 3/16/06 

R&G Financial Corporation - Cease & Desist Order - 3/16/06 

2004 - In March 2004, the Federal Reserve and the FDIC issued Interagency Guidance on Unfair or Deceptive Acts or Practices by State-Chartered Banks. This guidance describes standards that the agencies will apply to determine when acts or practices by state-chartered banks are unfair or deceptive. Such practices are illegal under section five of the Federal Trade Commission Act. 

2005 - In February 2005, the agencies under the auspices of the Federal Financial Institutions Examination Council issued interagency guidance on the Detection, Investigation, and Deterrence of Mortgage Loan Fraud Involving Third Parties to assist the banking industry in detecting, investigating, and deterring third party mortgage fraud. The term "third party" refers to the parties necessary to execute a residential mortgage other than a financial institution or a legitimate borrower. Third parties include mortgage brokers, real estate appraisers, and settlement agents. 

2005 - As a result of the 2003 interagency appraisal independence guidance, many institutions started to review their appraisal practices and asked for additional guidance on appropriate practices. In March the agencies issued a follow-up document of questions and answers to promote sound appraisal and collateral valuation practices. 

2005 - In response to supervisory concerns that regulated institutions' risk management practices were not keeping pace with the rapid growth and changing risk profile of their home equity loan portfolios, the agencies issued in May the Interagency Credit Risk Management Guidance for Home Equity Lending. 

2005 to 2006 - The Federal Reserve conducted supervisory reviews of mortgage lending, including sub-prime lending activity, at large banking institutions with significant mortgage lending activity. The focus of these reviews was an assessment of the adequacy of the institutions' credit risk management practices, including lending policies, underwriting standards, appraisal practices, portfolio limits and performance, economic capital, credit stress testing, management information systems, and controls over third party originations. 

2004 to 2005 - The agencies observed a rapid growth of mortgage products that allow for the deferral of principal, and sometimes interest, (interest-only loans and payment option ARMs) that contain the potential for substantial payment shock when the loans begin to fully amortize. In 2004 and 2005, the Federal Reserve and the other agencies reviewed the nontraditional mortgage lending activity and risk management practices at selected major regulated institutions. During this time, the Federal Reserve staff met with various industry and consumer groups to discuss the trends and practices in the nontraditional mortgage markets. In December 2005, the agencies issued the proposed Interagency Guidance on Nontraditional Mortgage Products in December 2005. 

2006 - In October 2006, the agencies issued the Interagency Guidance on Nontraditional Mortgage Product Risks. The guidance addresses the need for an institution to have appropriate risk management practices and underwriting standards, including an assessment of a borrower's ability to repay the loan at the fully indexed rate, assuming a fully amortizing repayment schedule, including any balances added through negative amortization. The guidance details recommended practices for lenders' consumer disclosures so that a borrower receives clear, balanced and timely information. 

2006 - In October 2006, the agencies issued two additional documents related to the nontraditional mortgage guidance: (1) Proposed Illustrations of Consumer Information for Nontraditional Mortgage Products and (2) an addendum to the May 2005 Interagency Credit Risk Management Guidance for Home Equity Lending. 

Current - In March 2007, the agencies issued for public comment the Proposed Statement on Sub-prime Mortgage Lending in which the agencies discuss the risk management, underwriting standards, and consumer disclosure practices for a regulated institution's sub-prime mortgage lending activity.
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PREAMBLE






To enact parliamentary democracy




 a non-governmental political organization named Hospitals & Asylums (HA) was written by Tony Sanders in 2000. 





 






HA dates to the Naval Hospital Act of Feb. 26, 1811, that was the work of Paul Hamilton secretary of the Navy under President James Madison.  The codification at Title 24 of the United States Code was the work of Hon. Edward C. Little who died on June 24, 1924.





 

Our mission is to perfect a HA statute to teach a society of people of the right to write Hospitals & Asylums at the top of their document to grow and flourish with equal rights, health, justice, truth, freedom and peace in pursuit of long life, prosperity and happiness.  

 



Economic law demands that we work together to achieve social co-operation.  Both the state and the private sector play an important role.  Everyone has the fundamental right to be free of hunger and poverty.  It is the equal right of men and women to the enjoyment of all the economic, social and cultural rights the State respects, protects and fulfills.  

In all our dealings we must be ethical.  To the government ethics is a matter of accounting for our income, expenditure and associations.  To the non-governmental organization ethics is a matter of living life with the least risk of death to anyone. The political organization writes a newsletter and endorses ethical candidates for office.  
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Everyone, particularly the State, has a professional responsibility to provide effective services to those unable to pay.  HA volunteers the highest quality of legal research at no fee or substantially reduced fee to individuals, groups or organizations seeking to secure their freedoms through human rights and promotes charitable societies of religious, judicial, health, community, governmental, educational and scientific organizations. 

The golden rule provides that one must treat others as one wishes to be treated.  Non violent social change and the non use of force is fundamental to all dealings with all people.  We reject all forms of hatred, bigotry, discrimination, prejudice and violence.  As citizens it is our duty to equally defend the life and liberty of all people, particularly the poor, against oppression, persecution and crime.
Winning friendship and understanding we shall defeat injustice by choosing love instead of hate. Valuing, as we do, unconditional, universal love, truthfulness, courage and compassion we dedicate ourselves to the creation of a community where all people can live together as sisters and brothers.  













 HYPERLINK "http://www.title24uscode.org/King.htm" Leading is a responsibility for those willing to serve the public for free and a right for those who do so peacefully. 




Democracy is the right of the individual to participate in the decision-making of Society by vote or petition. Freedom of expression and the rule of law are fundamental principles with which we preserve our democratic freedoms. 

The public service mission of HA is to make everyone laugh.  Throughout its long history HA has catalyzed social change through the disciplined process of information gathering, education, personal commitment, negotiations, direct action and reconciliation. Everybody can be great, because everybody can serve. 













 HYPERLINK "http://www.title24uscode.org/King.htm" Believing that the codification, adjudication and progressive development of HA will promote the maintenance of international peace and security, the development of friendly relations and the achievement of co-operation among people we recognize HA parliamentary precedence, uphold its spirit and defend its honor.






Chapter 1 History
 

Art. 1 Codification of Title 24 of the United States Code

Hospitals & Asylums (HA) statute can be found in the 10 Chapters of Title 24 US Code.  HA was first codified for the United States Congress by Hon. Edward C. Little who died on June 24, 1924 shortly before the permanent laws entered into force on Dec. 7, 1925.  Many of the sections have been repealed and Title 24 is so short that it is usually published with Title 23 Highways.  HA statute is a neglected cultural resource that caters to disabled and retired veterans, the mentally ill, the ill, and national cemeteries and formerly served the deaf.  We seek to minimize any disruptive impact on the structure of the existing statute and are committed to a comprehensive new law drawing upon the wisdom of a two hundred year history.

Art. 2 Armed Forces Retirement Home

HA traces its history to the Naval Hospital Act of Feb. 26, 1811.  Extra service pay prevailed at the Supreme Court in US v. Thomas Fillebrown, Secretary of Commissioners of Navy Hospitals 32 US 28 7 Pet. 28 (1833) as cited for Justice Story in Minis v. US 40 U.S. 423 (1841).  The Naval Home was officially opened in 1834 and was known as the Naval Asylum until the name was changed to the Naval Home in 1880.  The Soldiers' Home was established in 1851, as an "asylum for old and disabled veterans."  In 1992 President George H. Bush (1989-1993) signed the law establishing the Armed Forces Retirement Home (AFRH).  The Army and Navy Hospitals including the Tubercular Hospital at Fort Bayard and the Army and Navy General Hospital at Hot Springs, Arkansas are organized as clients of the Armed Forces Retirement Home political lobby to defend against death through the administration of wills under 24USC(10)§420 and against military injustice with fines and forfeitures under 24USC(10)§419. 

Art. 3 National Home for Disabled and Volunteer Soldiers

A volunteer military of the mentally and physically able and willing prevailed in 1974 although the National Home for Disabled Volunteer Soldiers was repealed in 1957. Battle Mountain Sanitarium Reserve at Hot Springs, South Dakota that shall be under the exclusive control of the Secretary of Veterans Affairs is all that remains of the Chapter.  Unlawful intrusions of reserves and violations of rules and regulation are punished by the Court with fines of $1,000 and up to 12 months in jail under 24USC(3)V§154.

Art. 4 District of Columbia Mental Health System

Since its establishment by Congress in 1855, Saint, Elizabeth’s Hospital has developed into a respected national mental health hospital and study, training, and treatment center, providing a range of quality mental health and related services.  The District of Columbia Community Mental Health System Act of 1988 supervised the reduction of the population of St. Elizabeth’s (Psychiatric) Hospital from 7,000 to less than 700 under 24USC(4)III§225.  In the 1990’s Congress made arrangement for the release of the mentally ill, returned from foreign countries, to their home or next of kin 24USC(9)§323.  

Art. 5 Columbia Institution for the Deaf and Dumb

The Columbia Institution for the Deaf and Dumb was established on February 16, 1857. An Act of Congress changed the institution's charter, enabling it to issue college degrees, that was signed into law by President Abraham Lincoln (1809-1865) in 1864.  The school for the deaf became the teaching hospital of Howard University Medical School in 1868 that was renamed Gallaudet University in honor of Thomas Hopkins Gallaudet (1787-1851), a notable figure in the advancement of deaf education.  I. King Jordan was elected President of Gallaudet University (1988-2006) amid student protests for a deaf head, he resigns from the first day of 2007.  

Art. 6 Freedmen’s Hospital and Asylums


Established in 1862 Freedmen's Hospital and Asylum cared for freed, disabled, and aged blacks. In 1863, it was placed under Dr. Alexander Augusta (1825-1890) the first African-American to be a surgeon in the US army, to make Major in the US Army, to head a hospital and to be buried with the rank of an officer in Arlington Cemetery.  In 1968 Freedmen became a teaching hospital with 278 beds and in 1909 Congress authorized the construction of a new hospital.  In 1967, Freedmen's Hospital was transferred to Howard University and used as a hospital until 1975. 

Art. 7 Arlington Memorial Amphitheater

Since May of 1864 Arlington Memorial Cemetery has been fully operational. Arlington Mansion and 200 acres of ground immediately surrounding it were officially designated as a military cemetery June 15, 1864, by Secretary of War Edwin M. Stanton.  Recommendations of the Secretary of Defense, or his designee, for memorials and entombments shall be sent to Congress in January of each year, his recommendations with respect to the memorials to be erected, and the remains of deceased members of the Armed Forces to be entombed, in the Arlington Memorial Amphitheater, Arlington National Cemetery, Virginia under 24USC(7)§295a.                                                                                                

Art. 8 Gorgas Hospital

The Government hospital within the Canal Zone, near the City of Panama, known prior to March 24, 1928, as the Ancon Hospital, shall after such date be known and designated on the public records as the Gorgas Hospital, in recognition of the distinguished services to humanity as a fitting perpetuation of the name and memory of Major General William Crawford Gorgas.  The change in the name of said hospital under 24USC(8)§302 shall in no wise affect the rights of the Federal Government, or any municipality, corporation, association, or person wherefore Manuel Antonio Noriega must be returned to his homeland HA-9-9-07.

Chapter 2 Right to Write

Art. 9 Subscription
HA has been published quarterly, equinox and solstice, since 2001.  The subscription system is the solar system of HA.  HA is free of charge. The quarterly is unsolicited and monthly is for subscribers.  Pursuant to Art. 77 of the Vienna Convention on the Law of Treaties of 27 January 1980 

1. A Party may fully accede to this treaty with HA by subscribing to the monthly and quarterly journal and paying the optional $24 annually pacta sunt servanda.

2. This treaty arbitrarily enters into force one month from the day that 24 State Parties ratify it.  

3. Any proposal to amend the multilateral treaty will involve notification of all the contracting States to grant the right to take part in the amendments.
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Art. 10 Calendar of Statute
 


HA is primarily responsible for the balancing of the federal and international budget.  The Official Development Atlas of the States of the United Nations (SUN) is adjusted annually in March.  The federal calendar for economic research balancing the budget begins in January and concludes in September at the end of the fiscal year under 1USC(2)§105.  The Invitation to the Plenary Perseid Party is done for the Summer Solstice.  
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The Conferences regarding the Amendment of Statute are as follows:
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Chapter 1 Military Department on Memorial Day the last Monday in May

Chapter 2 Attorney General Education on the 4th of July

Chapter 3 Health and Welfare in June

Chapter 4 State Mental Institution Library Education in February 

Chapter 5 International Development in September 

Chapter 6 Model Rules of Community Corrections in January to get out of Jail

Chapter 7 National Cemeteries upon demand

Chapter 8 Drug Administration in October for American Pharmacists Month

Chapter 9 Public Health Department on 7 April for the World Health Assembly

Chapter 10 Armed Forces Retirement Home on Armistice Day 11 November
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Art. 11 Hospitals & Asylums Day
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The 11th of August is such a good day for a Party that both the author, Anthony J., in the Kingdom of the Netherlands, and his sister, Sharon M. Sanders, in the State of California, were born on that day in 1974 and 1976 respectively.  August 11 is conveniently at the height of the Perseid Meteor Shower and is an ideal 24 hour celebration.  Everyone shall be reminded to take the time to read HA Statute all day and/or watch the shooting stars all night on 11 August, Hospitals & Asylums Day. 
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Article 12 Solicitation for Authors
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HA statute has been amended since 2003 with a first draft and website in 2004 and second draft in 2007 with Book Proposal for 2008 HA-24-8-07.  By 2010 the HA Text should published in sections on the Internet and be available as a textbook for law colleges and high schools.  Congress will publish HA in its entirety no later than 2020.  

1. The right to write is the only right offered by HA.  To petition scholars should send a research paper by email.  The heading of the essay should be Hospitals & Asylums.
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2. Essays should be written in English, on Microsoft Word and sent by email, to be published as News on the Hospitals & Asylums Website and served. 

Art. 13 The Rights of Authors
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Everyone shall uphold the moral and material interests of the author under Art. 27(2) of the Universal Declaration of Human Rights of December 10, 1948. 
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The Berne Convention for the Protection of Literary and Artistic Works of September 9, 1886 establishes the laws of the union in regards to intellectual property rights.

1. Authors of literary works who shall enjoy the exclusive right of authorizing the public recitation of their works, including such public recitation by any means or process. 

2. The author, or after his death the persons or institutions authorized by legislation, who shall, with respect to original works of art and original manuscripts of writers and composers, enjoy the inalienable right to an interest in any sale of the work.
 

Art. 14 Doctrine of Fair Use

The doctrine of fair use, codified in Section 107 of the Copyright Act, tempers the protection of copyright by allowing an author to use a limited amount of copyrighted material when copyright law might otherwise stifle the very creativity which that law is designed to foster.  In determining whether the use made of a work in any particular case is a fair use the factors to be considered shall include, 
1. The purpose and character of the use, including whether such use is of a commercial nature or is for nonprofit educational purposes; 
2. The nature of the copyrighted work; 
3. The amount and substantiality of the portion used in relation to the copyrighted work as a whole; and 
4. The effect of the use upon the potential market for or value of the copyrighted work. 
The fact that a work is unpublished shall not itself bar a finding of fair use if such finding is made upon consideration of all the above factors.
Art. 15 Fulfillment of Rights by the State

The right of everyone to benefit from the protection of the moral and material interests resulting from any scientific, literary or artistic production of which he is the author hold true from the 35th Session of the UN Committee on Economic, Social and Cultural Rights HA-1-12-05 where it was found that three levels of obligations are imposed upon the State as the result of this right: to respect, protect and fulfill.  

1. Respect requires that State parties refrain from interfering directly or indirectly with the right to benefit from the protection of the moral and material interests of the author.  

2. The obligation to protect requires state parties to take measures to prevent third parties from interfering with the moral and material interests of the author.  

3. Finally the obligation to fulfill requires the State to adopt appropriate legislative, administrative, budgetary, judicial promotional and other measures toward the full realization of the rights and freedoms of the people. 

Art. 16 Copyright Arbitration

Any dispute, controversy or claim arising under, out of or relating to this contract and any subsequent amendments of this contract, including, without limitation, its formation, validity, binding effect, interpretation, performance, breach or termination, as well as non-contractual claims, shall be submitted to mediation in accordance with the WIPO Mediation Rules (MR). The place of mediation shall be ---. The language to be used in the mediation shall be ---. 

If, and to the extent that, any such dispute, controversy or claim has not been settled pursuant to the mediation within 60 or 90 days of the commencement of the mediation, it shall, upon the filing of a Request for Arbitration by either party, be referred to and finally determined by arbitration in accordance with the WIPO Expedited Arbitration Rules (EAR).

Art. 17 Legislative Drafting

Drafting legislation is one of the most difficult legal writing skills. 
1. The first step is to determine what you want the proposed legislation to do.  
2. The second step is to determine the structure of your proposed legislation.  The structure of a bill begins with the long title and enacting clause required under 1USC§101 everything after is part of the statute. 

A BILL

To ---

Be it enacted in the Senate and House of Representatives, Assembled, Referred to ---

3. The third step is to draft the bill, so that the language and organization are no more complicated than necessary, serve the object of the legislation without creating unnecessary problems, and are internally coherent and consistent with usages in the existing statute.  If the bill amends or repeals existing law the laws may be stricken or amended desired that the bill become effective upon passage?
Art. 18 Legislative Drafting Checklist

When editing draft legislation one should uphold the standards.

1. Is the title short yet clearly expressive of the general subject matter of the bill?

2. Is the enacting clause in the bill at the proper point and is it exactly correct in form?

3. Are definitions provided for those words used in the statute which do not have fixed and single meaning in normal usage and which might give rise to ambiguity in the state if not defined?

4. If a definition is set out for a word, is the word used throughout the statute with exactly the defined meaning.

5. Is the bill written in a clear style and can it be easily understood by those affected by it?

6. Is the bill divided into sections and subsections in such a way as to achieve maximum clarity?

7. Are the substantive provisions of the bill logically arranged?

8. Does the bill accomplish its intended purpose?

9. Does the bill do more than is intended?

10. Does the bill create new problems without providing solutions?

11. Does the bill affect existing laws without intending to do so?

12. If the bill is intended to affect existing laws, are its provisions properly integrated with such laws so that no conflicts will arise in interpretation or administration?

13. Does the bill affect pending matters? If so, does it indicate their disposition?

14. Are all statutory references in the bill accurate?

15. Are all conflicting statutes specifically repealed?
16. Does the bill infringe upon the fundamental freedom from fear and want? 

17. Has a specific effective date been considered and a clause inserted providing therefore, or is it desired that the bill become effective upon passage?

Art. 19 New Editions of Code

1. New editions of Code and Supplements are not published oftener than once in each five years under 1USC(3)202(c).  

2. Each compilation is annually prepared for printing of the parliamentary precedents and advance royalties are sought under the Legislative Branch Appropriation Act of 1966 (79 Stat. 270; Public Law 89-90) at 2USC(1)§28.  

3. $6,500 appropriations for the preparation and editing of the Code and Supplementals of the United States and District of Columbia are made available to the Judiciary Committee under 1USC(3)§213. 

4. The 110th Congressional Committee on House Administration under House Rule X(j)(4) and the Senate Committee on Rules and Administration under Rule 25.1.n (1)(10) of the Standing Rules of the Senate, purchase books and manuscripts.  

Art. 20 How a Bill Becomes a Law

A. Origination of Bill in the House of Representatives: Resolution, Joint Resolution, Concurrent Resolution by executive agency, political interest group, individual member, bill drafting agency.

1. Introduction of Bill by Member: Constitution specifies revenue bills originate in the House, custom dictates appropriations bills originate in the House.

2. Referral to Standing Committee by Leadership and Parliamentarian.

3. Committee Action: Possible referral to subcommittee, hearings customary on major bills, open hearing for testimony, possible closed hearings for deliberation, amendment and decision, committee decisions are generally - disregard (pigeonhole), defeat, accept and report, amend and report or rewrite.

4. Calendars: Union (revenue and appropriation), House (public), Private (claims), Consent (minor, non-controversial), Discharge (remove bills from committee)

Rules Committee (major bills) Hearings, Closed rules, Open rules (predominant form)

5. Floor Action: Committee of the Whole, general debate, second reading, amendment, report to the House, advance to third reading, passage or defeat.

B. Senate Referral to Standing Committee by Leadership and Parliamentarian

1. Committee Action: similar to those of House, including closed and open hearings, amendment, pigeonholing, passage or defeat.

2. Calendars: General Orders and Executive and Discharge .

3. Floor Action: similar to those of House, including rejection or acceptance of committee amendments, other amendments, unlimited debate.

4. Cloture: supermajority cutting off the talk, filibuster enables a minority to kill a bill or force concessions for an extended talk. 

5. Unanimous consent: expedited proceedings are read 

6. Conference Committee: May be requested if House and Senate versions differ, composed of managers from each house who vote separately, each house must concur in the conference report.

7. Bill signed by Speaker and Vice-President. President: has ten days (not including Sunday) to sign it or veto it. The options are Approve, Veto, “Pocket Veto”, Permit bill to become law without signature.

Chapter 3 Politics

Art. 21 Parliamentary Democracy

The effective exercise of representative democracy is the basis for the rule of law and of constitutional regimes that rely upon parliament for their authority.  
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Democratic principles are freedom and equal rights.  For representative democracy to flourish people must be able to make political decisions free of fear.  The Inter-American Democratic Charter Adopted by the OAS General Assembly at its special session held in Lima, Peru, on 11 September 2001 reaffirms the principle of representative democracy for good governance.  

 HYPERLINK "" \l "nein" 

 HYPERLINK "" \l "nein" 

 HYPERLINK "http://www.oas.org/main/main.asp?sLang=E&sLink=http://www.oas.org/OASpage/eng/Documents/Democractic_Charter.htm" \o "http://www.oas.org/main/main.asp?sLang=E&sLink=http://www.oas.org/OASpage/eng/Documents/Democractic_Charter.htm" 

 HYPERLINK "" \l "nein" 






Art. 22 Participatory Democracy

A. Every citizen shall have the right and the opportunity under Art. 25 of the International Covenant on Civil and Political Rights of 23 March 1976,   

1. To take part in the conduct of public affairs, directly or through freely chosen representatives.         

2. To vote and to be elected at genuine periodic elections which shall be by universal and equal suffrage and shall be held by secret ballot, guaranteeing the free expression of the will of the electors.

3. To have access, on general terms of equality, to public service in his or her country. 

4. Elections are monitored by Election World.
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Art. 23 Political Parties 

1. Political parties are a protected form of freedom of association.  Multi-party politics are preferred to single party States.  

2. Political parties promote candidates for political office.  People are free to express their political opinion by forming political associations and parties.  

3. A Political Party is philosophically diametrically opposed to the use of armed or military force and must not be seized by the judiciary.  It is absolutely critical that candidates and parties refrain the use of propaganda for war, or incitement of hatred or armed force, or they may be censored.  

Art. 24 Principle of Non-Use of Force

1. Principle of Non-Use of Force.  That the jus cogens, universal norm, of international law is the principle of non use of force or non aggression principle.  All Members shall refrain in their (international) relations from the threat or use of force against the territorial integrity or political independence of any other State, or in any other manner inconsistent with the Purposes of the UN under Art. 2(4) of the UN Charter.

2. Nothing shall impair the right of individual or collective self-defense.  It is a well established principle that the use of force is acceptable only when that use of force was directly and proportionally aimed against an armed attack in which case the Geneva Conventions apply to all affected parties as explained by the International Court of Justice in Judgment No. 70: Nicaragua v. USA under Art. 51 of the UN Charter  
Art. 25 Political Spectrum

1. The political spectrum running from left to right follows,

Communism – Liberal = Conservative – Fascist

2. In the United States there are only the liberal Democrats and conservative Republicans.  Communism and fascism have been incorporated into the administration and are censured.  European conservatives are to the left of American conservatives. 
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Art. 26 Political Organization
1. Citizens petition Congress for redress by signing petitions, writing reports, forming committees and peacefully protesting.  Only Congress members may introduce bills into the hopper.  Professional lobbyists represent both clients and the public interest.  No later than 45 days after the first of January a lobbyist shall register with Secretary of the Senate and the Clerk of the House of Representatives a disclosure under 2USC(26)§1604 

2. A “527” political organization writes an annual report, funds a newsletter and campaign committees.  Everyone has the constitutional rights to petition the Government for the redress of grievances; to express a personal opinion; and to freely associate, as protected by the first amendment to the Constitution and 26USCI(F)(VI)§527.

3. The first annual lobbying activity disclosure of HA-1-1-07 succeeded in bringing the national account deficit below $1 trillion.  Freedom has enabled progress to be made on the international trade deficit.  The plan is for the military and social security to return unexpended funds before the end of the fiscal year, nearly eliminating the deficit.    

Art. 27 Non Governmental Organization 

1. The Economic and Social Council (ECOSOC) shall make suitable arrangements for consultation with non-governmental organizations under Art. 71 of the UN Charter  

2. Having widened international responsibilities since the Millennium Declaration HA applied under ECOSOC Resolution 1996/31 for registration with the DESA NGO Section in the organizational session of January 2006 to be available for general consultation with the UN pursuant to the application of HA-25-5-05.

3. A quadrennial report shall be prepared for the NGO Section of ECOSOC. 

4. NGOs may appoint representatives to attend UN conferences.
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Art. 28 Non Profit Corporations

1. A “501c” non profit corporation is exempt from income taxes under 26USC(A)(1)(F)I§501(c).  

2. A non-profit corporation may promote religion, social welfare, public health, science public safety, literacy, education, amateur sports, prevention of cruelty to children or animals or recreation.

3. Non-profits shall not devote a substantial part of their activities to propaganda, or otherwise attempt to influence legislation or political campaigns on behalf of or in opposition to any candidate for public office.

Art. 29 Public Health
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A. Art. 10 (bed) of the Declaration on Social Progress and Development of 11 December 1969 summarizes the Constitution of the World Health Organization of 22 July 1946 goal of achieving the highest standard of health by ensuring: (b) The elimination of hunger and malnutrition and the guarantee of the right to proper nutrition. (e) The raising of general standards of literacy, in order to;  (d) achieve the highest standards of health and the provision of health protection for the entire population, if possible free of charge. 

B. AMA Code of Medical Ethics explains that public health is the study of the impact of illness, mortality and healthcare upon society. Public health ensures: 

1. Sufficient vaccines for the population, 

2. Supply of technological treatments, 

3. Networking of national laboratories, 

4. Financing and recognition of important research, 

5. Health insurance, 

6. Education in regards to hygiene, exercise and the dangers of health risks, 

7. National health surveys, 

8. The management of epidemics, 

9. Identification of barriers to the achievement of health goals and development of programs to overcome them.  
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C. To keep abreast of public health research HA syndicates:

1.  GlobalHealthReporting.org Weekly TB/Malaria Report
2. Kaiser Daily Health Policy Report
Chapter 4 Rule of Law

 


Art. 30 Just and Unjust Law

A. The rule of law is a foundational principle of our constitutional structure that lies at the root of our system of government.  Constitutional rights and freedoms are subject only to such reasonable limits prescribed by law as can be demonstrably justified in a free and democratic society.  The rule of law embraces at least three principles.  

First, that the law is supreme over officials of the government as well as private individuals, and thereby preclusive of the influence of arbitrary power.  

Second, requires the creation and maintenance of an actual order of positive laws which preserve and embody the more general principle of normative order.  

Third, that the relationship between the state and individual shall be regulated by law:  

B. Peace, justice and nonviolence are fundamental to the Rule of Law.  The golden rule is that one should do unto others as one would have done unto your self.  An unjust law however is no law at all.  What is the difference between the two?  How does one determine when a law is just or unjust?  A just law is a man made code that squares with the moral law.  An unjust law is one that is out of harmony with God, the constitution or human rights.  An unjust law is a human law that is not routed in eternal law and natural law.  Any law that degrades human personality or is born in false witness is unjust.  

1. John Locke wrote in the 17th century:  “The end of law is not to abolish or restrain, but to preserve and enlarge freedom.”

C. While courts of law are reliant upon the legislature for the laws that they interpret and apply to the facts of the case the judiciary is an independent branch of government that must not be forced to apply sweeping and unwise legislative measures to individual cases.  To protect their independence, the independence of the nation, and the freedom of the people, the judiciary has the power to rule laws unconstitutional.

1. The doctrine of inter-jurisdictional immunity recognizes that our Constitution is based on an allocation of exclusive powers to both levels of government, not concurrent powers, although these powers are bound to interact in the realities of the life of our Constitution. In certain circumstances, the powers of one level of government must be protected against intrusions, even incidental ones, by another level. 

2. The doctrine of federal paramountcy provides that when the operational effects of provincial legislation are incompatible with federal legislation, the federal legislation must prevail and the provincial legislation is rendered inoperative to the extent of the incompatibility. 

D. Even federal legislation can be ruled unconstitutional and if the legislation fails under any one of four tests it cannot be justified.

1. Is the objective of the legislation pressing and substantial?

2. Is there a rational connection between the government’s legislation and its objective?

3. Does the government’s legislation minimally impair the constitutional right or freedom at stake?

4. Is the delirious effect of the Constitutional violation outweighed by the salutary effect of the legislation? 

E. In a constitutional democracy it is the legislature and not the courts, which has the major responsibility for law reform; and for any changes to the law, which may have complex ramifications, however necessary, or desirable such changes may be, they should be left to the legislature.  The judiciary should confine itself to those incremental changes which are necessary to keep the common law in step with the dynamic and evolving fabric of our society of Her Majesty the Queen v. Couture 2007 SCC 28 June 15 
Art. 31 Freedom from Fear and Want

1. The ideal of free human beings enjoying freedom from fear and want under the Universal Declaration of Human Rights of December 10, 1948 relies upon respect for the inherent dignity and equal and inalienable rights of all members of the human family as the foundation of freedom, justice and peace in the world that can only be achieved if conditions are created whereby everyone may enjoy his economic, social and cultural rights, as well as civil and political rights as they determine for themselves. 

2. Higher standards of living, full employment, and conditions of economic and social progress and development; solutions of international economic, social, health, and related problems; and international cultural and educational co-operation; and universal respect for, and observance of, human rights and fundamental freedoms for all without discrimination as to race, sex, language, disability, political affiliation or religion.  

Art. 32 Right of Self Determination

All peoples have the right of self-determination under common Art. 1 of the Covenant on Economic, Social and Cultural Rights of 3 January 1976 and the International Covenant on Civil and Political Rights of 23 March 1976.  By virtue of that right to self determination they freely determine their political status and freely pursue their economic, social and cultural development. All peoples may, for their own ends, freely dispose of their natural wealth and resources without prejudice to any obligations arising out of international economic co-operation, based upon the principle of mutual benefit, and international law. In no case may a people be deprived of its own means of subsistence.  In all Courts, a person may represent themselves prose, speaking for themselves.

Art. 33 Equal Rights

A. It is the equal right of men and women to the enjoyment of all their economic, social and cultural rights in the UN Covenant on Economic, Social and Cultural Rights of 3 January 1976.  

1. The right to gain a living with work of their choosing.  The right to just and favorable conditions of work including remuneration and the right to collectively bargain, the right to social security, and an adequate standard of living.  

2. The right of everyone to the highest attainable standard of physical and mental health, clean water and sanitation. 

3. The right of everyone to an education, free at the primary level and progressively free at the higher levels.  

4. The right of everyone to participate in cultural life and benefit from scientific progress.  

5. People shall enjoy equal rights individually and through international assistance and co-operation, especially economic and technical, to the maximum of its available resources, with a view to achieving progressively the full realization of the rights.  

6. Equal rights are exercised without discrimination of any kind as to race, colour, sex, language, religion, political or other opinion, national or social origin, property, birth or other status.  

7. No State, group or person any right to engage in any activity or to perform any act aimed at the destruction of any of the rights or freedoms.  
Art. 34 International Bill of Rights

1. The International Bill of Rights encompasses the Universal Declaration of Human Rights of December 10, 1948, the International Covenant on Economic, Social and Cultural Rights of 3 January 1976 and the International Covenant on Civil and Political Rights of 23 March 1976, supported by the:  

a. The Optional Protocol to the International Covenant on Civil and Political Rights of 23 March 1976 recognizing the Human Rights Council and;

b. The Second Optional Protocol aiming at the abolition of the death penalty of 15 December 1989.  

i. Status of national ratifications
Art. 35 Types of Law

 



1. Law can be divided into two types, litigation and legislation.

2. Constitutional law is the supreme law that establishes the scope, institutions, purposes and principles of government.  

3. Human rights insures everyone who is injured, disabled, or aged or whose (intellectual) property or time is appropriated for use by society has the right to compensation.    

4. Economic law ensures that markets operate self determinately and that wealth is redistributed from the rich to the poor by the government.  

5. Common law is based upon the decisions of the Supreme Court and regulate the conduct of the judiciary.

6. Civil law involves written arguments, agreements and judgments settling legal disputes between individuals and unions.  

7. Civil rights involves nondiscrimination on the basis of race, religion, sex or class, the release of detainees and their equal rights including the right to vote.  

8. Criminal law involves the investigation, trial and detention of those who commit crimes against humanity.  

9. Martial law defends civilians against war crimes by soldiers.  
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Art. 36 Right to a Fair Trial 

1. The right to a fair trial is a basic human and constitutional right in all-criminal prosecutions.  The right to a fair trial is a fundamental safeguard to assure that individuals are not unjustly punished.  The basic principle in a fair trial is a right to justice.  Every government has the duty to bring to justice those responsible for crimes regardless of their status.  The two elements of a fair trial are truth and decent treatment as explained by Amnesty International in their Fair Trials Manual.
2. The essential principle contained in the actual trial of an illegal act is that reparation must, as far as possible, wipe out all the consequences of the illegal act and re-establish the situation which would, in all probability, have existed if that act had not been committed.
3. When people are tortured or ill treated by law enforcement officials, when innocent individuals are convicted, or when trials are manifestly unfair the justice system is equally liable for being prosecuted for crimes and procedural errors.  

4. The accused enjoy a number of rights.  No one will be held to answer for a capital or infamous crime unless indicted by the grand jury, nor shall be forced to bear witness against themselves, ie. the right to remain silent, nor shall anyone be twice put in jeopardy for the same offense, nor be deprived of life, liberty or property without due process of law, nor shall private property be taken for public use without just compensation. 

5. The accused shall enjoy the right to a speedy and public trial, by an impartial jury.  The arrested person must be informed of the nature and cause of the accusation, to be confronted with the witnesses against him, to have a compulsory process for obtaining witnesses in their favor and to have the assistance of a counsel for his defense.  

Art. 37 Theory of Justice 

1. Justices are elected to state and national Supreme Courts.  Justices are the highest ranking judicial officers.  Justices lead the judiciary, regulate the bar and hear cases.

2. Justice involves reciprocity between adversarial parties to a legal proceeding to satisfactorily settle legal disputes, through informed consent pursuant to the written judgment of a third party neutral.   

3. Justice involves applying laws to cases affecting the rights of individuals and discovering laws or their application to be unjust or unconstitutional for the pacific resolution of a case or to request the laws amended or repealed.

4. The term justice is often used to indicate the case is processed and there is no dissatisfaction.  

Art. 38 Lawyers

1. The primary purpose of lawyers is to represent the rights of the criminally accused.

2. As a member of a learned profession, a lawyer should cultivate knowledge of the law beyond its use for clients and employ that knowledge in reform of the law and work to strengthen legal education in the public interest as best represented in the spirit of the ABA Model Rules of Professional Responsibility. 

3. Legal institutions in a constitutional democracy depend on popular participation and support to maintain their authority therefore lawyers should further the public's understanding of and confidence in the rule of law and justice system. 

4. A lawyer should be mindful of deficiencies in the administration of justice and legislature and of the fact that the poor, and sometimes persons who are not poor, cannot or have not afforded adequate legal assistance and are entitled to free, professionally literate and friendly legal services nonetheless.
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Art. 39 Continuing Legal Education
 

1. This Constitution was amended within 30 days of notification by the ABA Center for Continuing Legal Education (CLE) for submission to the Organization of Administrators of Continuing Legal Education (ORACLE).  

2. The CLE program is free.  Lawyers have only to petition their state CLE program for credit they feel they deserve for their published essay or lawsuit.  

Chapter 5 Economics

Art. 40 Gross Domestic Product

Gross Domestic Product (GDP) is an indicator of total national economic well-being.  The 1993 System of National Accounts (SNA) calculates the GDP in table 2.4 

 

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

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. 

Art. 41 Taxable Income

1. Gross national income (GNI) is a more accurate method of estimating national wealth.  GNI includes the income of all people and corporate profits.  

2. Taxes may be excluded but as a calculation of national wealth may also be included to express the total amount of national revenues.

3. People with incomes below the poverty line are exempt from taxation.  People with incomes above the maximum earning limit are also frequently exempt but may be taxed as corporations.

Art. 42 Corporations

1. Corporations are generally subdivided into those taxed at corporate rates (taxable or C corporations), and those electing to be taxed through their shareholders at individual income tax rates. 

2. The latter group includes Subchapter S corporations (or sim​ply S corporations), Regulated Investment Companies (RICs), and Real Estate Investment Trusts (REITs), all of which are not taxed at the enterprise level but whose income similarly flows through to their owners, where it is subject to tax. C.  

3. Taxable corporate income is gen​erally taxed directly at the business level, then again at the shareholder level, at the applicable rates on dividend income.    

Art. 43 Keynesian Economics

Keynesian economics promotes a mixed economy, where both the state and the private sector play an important role. Keynesian economics comes in contrast to laissez-faire economics, economic theory based on the belief that markets and the private sector could operate well on their own, without state intervention. In Keynes's theory, general (macro-level) trends can overwhelm the micro-level behavior of individuals. Instead of the economic process being based on continuous improvements in potential output, as most classical economists had believed from the late 1700s on.  Keynes asserted the importance of aggregate demand for goods as the driving factor of the economy, especially in periods of downturn. From this he argued that government policies could be used to promote demand at a macro level, to fight high unemployment and deflation.  

Art. 44 Law of Supply and Demand

1. The Law of Supply and Demand provides that competition between consumers and producers brings the supply of goods and the demand for them into balance. This is Cardinal 'law' of free-market economic theory. Overproduction lowers prices, increasing demand; over consumption raises prices, reducing demand.  

2. Say's Law provides that there can be no demand without supply.  Thus aggregate demand equals aggregate supply.  Thus every rise in the demand for goods results in an increase in supply.  Recession therefore does not occur because of failure in demand or lack of money. The more goods that are produced, the more those goods can constitute a demand for other goods. For this reason, prosperity should be increased by stimulating production, not consumption.  The creation of more money simply results in inflation; more money demanding the same quantity of goods does not represent an increase in real demand.  Stated by the French economist Jean-Baptiste Say in 1803. 

Art. 45 Law of Diminishing Returns 

1. The Law of diminishing returns provides that if one factor of production – say, staff, or research - is continually increased while the others remain constant, eventually the point is reached where each new unit of increase brings a smaller addition to production than the previous one. Also known as the Law of Variable Proportions and Parkinson’s Law 

2. Parkinson's Law explains that work expands to fill the time available to do it. Or, that the amount of work done varies inversely to the number of people employed as the result of the Law of Diminishing Returns.  Although more people can make a job go faster as long as there is somebody the job will get done.  Any gain that a proprietor makes from employment is less than if the owner did it themselves and becomes even more marginal the more employees there are.  This theory was first published by the British economist Cyril Northcote Parkinson in 1958.

3. Gresham's Law explains that 'bad money drives out good'. Or, that debasing the metal content of coinage lowers the value of money, since owners of unadulterated coins tend to hoard them or melt them down to purchase a greater number of debased coins.  It is the basis for the right to a fair trial, attributed to Elizabeth I's financial adviser, Sir Thomas Gresham. Probably first stated by the Polish astronomer Nicolaus Copernicus.
Art. 46 Fair Wages

1. All people have the right to gainful employment in their freely chosen career or as accepted in the labor market. 

2. Iron Law of Wages states, that if wages rise above subsistence level, they produce inflation, which in turn forces wages down to subsistence level again. States and employers from time to make estimates as to the minimum living wage so as to keep the standard of living of the population above the poverty line.  Care must be taken in collective bargaining to ensure that growth in income does not lead to inflation.  Given wide currency by British economist David Ricardo, of French origin.

3. Engel’s Law anticipates that with rising incomes, the share of expenditures for food and other products declines.  Based on surveys of families' budgets and expenditure patterns, that the income elasticity of demand for food was relatively low.  The resulting shift in expenditures affects demand patterns and employment structures. Engel's Law does not suggest that the consumption of food products remains unchanged as income increases! It suggests that consumers increase their expenditures for food products, in % terms.  Ernst Engel was a 19th century German statistician.
4. Peter’s Principle, in any organization every employee rises to his level of incompetence. All valuable work is therefore done by people who have not yet reached that level.  People must be cautious with leadership because they often accept positions of power for which they are not qualified although they may have performed well in another, lesser or more specialized position. Published by a Canadian-born author, Professor Lawrence J. Peter, in 1969.

Art. 47 Budget Deficits

1. The ordinary expense of modern governments in time of peace being equal or nearly equal to their ordinary revenue, when war comes governments are both unwilling and unable to increase their revenue in proportion to the increase of their expense. They are unwilling for fear of offending the people, who, by so great and so sudden an increase of taxes, would soon be disgusted with the war as noted by Adam Smith in an Inquiry into the Nature and Causes of the Wealth of Nations, 1776 Public Debts Book V Chapter III 
2. The more the public debts may have been accumulated, the more necessary it may have become to study to reduce them.  When national debts have once been accumulated to a certain degree, instance of their having been fairly and completely paid, is unheard of. The liberation of the public revenue can be done by bankruptcy and pretended payment according to Immanuel Kant in his essay, Perpetual Peace of 1795.

3. Sanders’ Clause provides that money spent is money earned.  The amount of money a person spends is directly related to the amount of money they earn.  A penny saved is a penny earned.  Spending must not exceed earnings to maintain a balanced budget and stay out of debt.  Trust funds must be cautious of growing so fast that they do not administrate and cause a deficit from their self interested saving and return their surplus.  Pro-poor administration leads to sustainable development, happy people and peaceful society.  Benjamin Franklin and Anthony J. Sanders Balanced Account Deficit. 
Art. 48 International Trade Deficits

1. Liberal theory dictates that the market is reliant upon freedom to engage in trade without restraint.  Free trade and globalization do not guarantee democracy and respect for human rights, but they do provide a more favorable trade wind for achieving those goals.  Democracy and human rights are important the success of trade.

2. The kind of economic organization that provides economic freedom directly, namely competitive capitalism, also promotes political freedom because it separates economic power from political power.  Liberal democracies limit their regulation of the economy.

3. Evidence indicates that there is a direct relationship between the international trade deficit and prison overpopulation.  It would seem that the infringement of the judiciary in civil liberties drives people to import foreign goods and generates dislike of, and inefficiencies in, domestic producers and exporters.  Buy American Goods HA-1-12-06
Chapter 6 Future

Art. 49 Reform Mandate

HA statute notes the un-parliamentary language of federal government in regards to the Secretary of Health and Human Services (SHHS) and Secretary of Defense (SoD).  The aesthetic of the HA acronym not only proves these wrong by enables one to decide upon the right names - the name of the Department of Health and Human Services (DHHS) must be changed to the Public Health Department (PHD) and the name of the Department of Defense (DoD) to the Military Department (MD).  

1. Renaming the Department of Defense to the Military Department (MD) brings 98 3 40 Stat. 1303 (March 3, 1919) and subsequent Secretary of Defense Transfer Order No. 40 [App. A & C(3)](July 22, 1949), to the conclusion of agency name specific repeal and amendment as done in 24USC(10)§424.  

2. Renaming DHHS to PHD concludes 31 FR 8855 (June 25, 1966), and PL96-88 (Oct. 17, 1979) 24USC(9)§321 
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Art. 50 Title 22 Foreign Relations

Congress defeats us with the anxiety disorder that gives rise to the War on Terror in Title 22 US Code Foreign Relations and Intercourse (a-FRaI-d).  The only way that the US will win the War on Terror is to make amend the law so that it no longer makes us afraid. We must free ourselves from fear and want by changing the name to Title 22 Foreign Relations (FR-ee).

Art. 51 Military Department 

Secretary of Defense Transfer Order No. 40 [App. A & C(3)](July 22, 1949) was prematurely politically active the month before the Geneva Conventions resolved the laws of war and they did not come up with a clever name for the Department.  A Military Department (MD) would instill much greater respect for the Geneva Conventions.  
Art. 52 Bureaus for MECA and the SEA

The USAID Bureau for Asia and Near East (ANE) is too large and disrespectful to the  cultural diversity of the people.  This geographical region has been the site of all five wars the US has gotten involved in since WWII - Korea, Vietnam, Afghanistan and two in Iraq.  USAID must divide the Bureau into two Bureaus - Middle East and Central Asia (MECA) including North Africa and South East Asia (SEA).  
Art. 53 The DEA a Health Agency

The Drug Enforcement Agency (DEA) was established in 1971 to absurdly make war on drugs.  This breeched the privacy and security of the medical profession with the invasion of the Attorney General into the prescriptions and also infringed upon the Bureau of Economic Analysis (BEA) that was founded around 1938.  Pharmacy is a health profession that must be regulated.  The DEA must be transferred to DHHS and the Controlled Substances Act (CSA) to the Secretary under 5USCIIIB(35)I§3503.  
Art. 54 Public Health Department

The Department of Health, Education and Welfare (HEW) was overthrown around 1979 and replaced by the Department of Health and Human Services (DHHS) under 20USC(48)V§3508 (b).  It is a national disgrace that DHHS did not graduate from HEW with a Public Health Department (PHD).  In 1995 SSA broke with DHHS after many years as a sub-cabinet agency from 1939, and was again the independent agency it was founded in 1935. The Disability Insurance (DI) program discriminates against its disabled beneficiaries and fails to insure Americans against poverty.  It is time for the American people to achieve the highest attainable level of health with a PHD. 

Art. 55 International Tribunal 

The Court of International Trade of the United States (COITUS) was founded in 1984 to aggravate the sexual discrimination written in Title 22 and infringe upon international trade leading to record trade imbalances.  Since then more than 50% of married couples have gotten divorced and the prison population has quintupled.  International relations is the domain of the State and there is room for a Court of Record.  International Tribunals are popular these days and it would be much more poetic to rename the COITUS, the United States International Tribunal (USIT) than the United States International Court (USIC-k).  IT would greatly improve the adjudication of the national security interests.   

Art. 56 A Democratically Elected United Nations

The UN is a military dictatorship not a democracy.  The International Bill of Rights is acceptable but one must be careful to uphold human rights not human sacrifice.  We want to amend the Charter of the United Nations (CUN-t) to set down the Generals of the United Nations (GUN) and the Drugs in the Office of Crime, elect a Justice in Peace Palace, a Secretary of the United Nations (SUN) and Official Parliamentary Assembly (OPA), in free and public elections around the world with a secret ballot on the same day.  

Art. 57 HA World Fact Book

The CIA presents an opportunity for the HA trademark to succeed an existing federal agency.  The CIA is a disgrace to our national intelligence quotient.  They produce the finest Atlas in the world but the agency is shameless.  HA would take custody of the Atlas on the condition that the analysts would not spy.  HA would change focus of the Atlas to be an up to date ledger of international development assistance for the United States Ambassadors and keep track of official development assistance approved by the United Nations.  I am reluctant to take on such responsibility before publishing my book or being elected to Congress.    

Chapter 7 Amendments

Art. 58 Amending the Code, Constitution and Charter

1. To amend HA a person must write the author with a request citing the law to be stricken or amended.  Subscribers shall be informed of any amendments.

2. To amend the United States Code a bill must be passed by the majority of the US Congress and signed by the President.

3. Under Article 5 of the US Constitution amendments may be proposed by two thirds of both Houses or on the application of two thirds of state legislatures and ratified by three fourths of state legislatures.

4. Under Chapter XVIII at Art. 108 amendments shall come into force for all Members of the United Nations when they have been adopted by a vote of two thirds of the members of the General Assembly and ratified in accordance with their respective constitutional processes by two thirds of the Members of the United Nations, including all the permanent members of the Security Council.  

Art. 59 Human Rights as a Civil Right

To amend the first section of the Civil Rights Act at Title 42 USC Chapter 21 Subchapter I General Principles §1980 

A. Human rights are indispensable and fundamental to civil rights, democracy and the rule of law.  It is imperative that USA ratify, uphold and enforce the International Bill of Rights comprised of three treaties and optional protocols: 

1. Universal Declaration of Human Rights of December 10, 1948, 

2. International Covenant on Economic, Social and Cultural Rights of 3 January 1976, ratified 5 October 1977
3. International Covenant on Civil and Political Rights of 23 March 1976, ratified 8 September 1992     

a. Optional Protocol of 23 March 1976 relating to the Human Rights Council 

b. Second Optional Protocol aiming at the abolition of the death penalty of 15 December 1989   
B. The death penalty was abolished by the Supreme Court of the United States in Furman v. Georgia 408 U.S. 238 (1972) when it was ruled that the then existing laws governing the use of capital punishment in the USA were unconstitutional.  This decision however failed to sway the legislature and the deviant practice was begun again in 1976 and must again be abolished.  

1. The US executed juveniles in violation to Art. 6(5) of the International Covenant on Civil and Political Rights 2200A (XXI) 1966 until Roper v. Simmons No. 03-633 Argued October 13, 2004--Decided March 1, 2005 abolished the death penalty for juveniles.  

2. As of 6 Dec. 2005 1002 prisoners had been executed in the USA.  

C. The Human Rights Council (HRC), is led by a High Commissioner of Human Rights who heads the Office of the High Commissioner for Human Rights (OHCHR).  There are 7 Committees that accept reports filed by Member nations and with the ratification of the Optional Protocol, from citizens.
1. Human Rights Committee was established in Part IV of the International Covenant on Civil and Political Rights of 23 March 1976
2. Committee on Migrant Workers was established in Part VII of the International Convention on the Protection of the Rights of All Migrant Workers and Members of Their Families 18 December 1990
3. Committee on Economic, Social and Cultural Rights (CESCR), unlike the other committees, was not established by its corresponding instrument - the International Covenant on Economic, Social and Cultural Rights of 3 January 1976                              

4. Committee on the Elimination of Discrimination against Women (CEDAW), was established in Part V of the Convention on the Elimination of All Forms of Discrimination against Women 3 September 1981.
5. Committee on the Right of the Child (CRC) was established in Part II of the Convention on the Rights of the Child of 2 September 1990
6. Committee on the Elimination of Racial Discrimination (CERD) was established in Part II of the International Convention on the Elimination of all Forms of Racial Discrimination of 4 January 1969
7. Committee against Torture (CaT) was established pursuant to article 17 of the Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of 26 June 1987
D. To fully uphold the Human Rights Council for their citizens the US must ratify the Optional Protocols to confer these rights to the individual. 

1. Optional Protocol to the International Covenant on Civil an Political Rights of 23 March 1976 relating to the Human Rights Committee 

2. Optional Protocol to the Convention on the Elimination of all Discrimination against Women of 22 December 2000
3. Optional Protocol to the Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or Punishment of 4 February 2003
 
Art. 60 10 Year Community Based Corrections Equality Plan  
To amend 42 USC Chapter 21 Subchapter I-A Institutionalized Persons §1997k

A. The United States is estimated to detain over 2.2 million prisoners.   The US has the highest density of prisoners in the world with an estimated 724 per 100,000, 0.7%. Between 1980 and 2004 the prison population of the United States of America has quadrupled from a healthy 225 per 100,000 in 1981 to 724 per 100,000 in 2004.  

1. In 1981 there were only 503,586 prisoners 1,118,097 on probation and 220,438 for a total of 1,842,100 people under some sort of criminal justice surveillance.  

2. In 2004 there were 713,990 people in jail and 1,421,911 in prison for a total number of adult criminal detainees of 2,135,901 the most in the entire world and 4,151,125 people on probation and another 765,355 on Parole for a total of 6,996,500 under some form of criminal justice surveillance.

B. In both legislative and litigate practice Criminal sentences must be adjusted downward rather upward, mandatory minimum schemes eliminated and acquittals the norm for most crimes where there are significant mitigating factors. Blakely v. Washington No. 02-1632 of June 24, 2004

1. Communities must strive to detain not more than the legal limit of 250 prisoners per 100,000 citizens (0.25%).  This is calculated by adding the local jail, federal prison and state prisoner populations from any given county, multiplying by 100,000 and dividing that by the total population of that county.  

2. To achieve a prison population of less than one million, safely, the US must release more than 1 million prisoners, to community based corrections programs, over a period of 10 years. 

3. Every year the US must declare no less than 100,000 fewer prison beds than the year before, for 10 years, to uphold this Act in good faith.

C. Whereas 250 prisoners per 100,000 citizens is the legal limit for incarceration in any jurisdiction safeguards must be put in place to prevent politicians whose jurisdictions are over the limit from seizing high office on the power of the corruption of prison.  

1. Wherefore politicians from jurisdictions over the legal limit of 250 prisoners per 100,000 citizens shall not be permitted to run for high office in the federal or state government.

2. Exceptions can be made for politicians whose community corrections plans make substantial progress towards achieving the legal limit.   

Art. 61 Balanced Budget

Section 1 Total outlays for any fiscal year shall not exceed total receipts for that fiscal year.

Section 2 Prior to each fiscal year, the President shall transmit to the Congress a proposed budget for the United States Government for that fiscal year in which total outlays do not exceed total receipts. 

Section 3 The Congress shall enforce and implement a balanced budget by appropriate legislation.

Art. 62 Justice of the Peace

  




Section 1 Federal Judges shall be elected to terms of five years on the nomination of the President and confirmation of the Senate. 

Section 2 Justices of the Supreme Court shall be limited to not more than two five year terms.

Section 3 Chief Justice shall be elected by the Senate with the consent of the Associate Justices.

Section 4 States shall elect slavery free Justices of the Peace in every jurisdiction with wills, trusts and estates. 

Section 5 States shall transfer responsibility for the adjudication of mental disability to the board of mental health and social security administration.

Section 6 State shall provide for prosecutors to change their name to county or city attorney.

Section 7 States shall probate and parole criminal offenders to community correctional housing and equal employment opportunity programs to substantially and sustain ably reduce the prison population to meet international minimum standards of detention.

Section 8 Cases regarding US international trade, international affairs and ambassadors to and from the United States shall be adjudicated by the US International Tribunal in New York City.

Section 9 Federal officers convicted of crimes against humanity shall be impeached by the Senate with the exception of the President who is entitled to the attendance of the Chief Justice.

Art. 63 International Tax Administration

Chapter XII International Trusteeship System Arts. 75-85 is amended as ordered in paragraph 177 of the Draft Outcome Document of 13 September 2005 of the World Summit to establish an international system of 1% social security taxation that appears on the pay-stubs of workers and beneficiaries worldwide.  

75. The United Nations shall establish under its authority an international social security taxation system for the administration and supervision of such territories as may be placed there-under by subsequent individual agreements. These territories are hereinafter referred to as Member States. 
76. The basic objectives of the taxation system, in accordance with the Purposes of the United Nations laid down in Article 1 of the present Charter, shall be: 

a. to further international peace and security; 


b. to promote the political, economic, social, and educational advancement of the inhabitants of the Member States, and their progressive development towards self-government or independence as may be appropriate to the particular circumstances of each territory and its peoples and the freely expressed wishes of the peoples concerned, and as may be provided by the terms of each social security agreement; 

c. to encourage respect for human rights and for fundamental freedoms for all without distinction as to race, sex, language, or religion, and to encourage recognition of the interdependence of the peoples of the world; and 

d. to ensure equal treatment in social, economic, and commercial matters for all Members of the United Nations and their nationals, and also equal treatment for the latter in the administration of social security. 
77.1. The taxation system shall apply to such territories in the following categories as may be placed there-under by means of social security agreements: 

a. least developed countries who are entitled to the largest per capita benefit payment; 

b. middle income developing nations who are exempt from either taxation or benefit but fertile for investment; 

c. donor nations responsible for making annual contributions to the international social security system. 

2. It will be a matter for subsequent agreement as to which Member States in the foregoing categories will fulfill their obligations to give money to the poor. 
78. The taxation system shall apply to all territories and people who have become Members of the United Nations, relationship among whom shall be based on respect for the principle of sovereign equality.  The UN taxation system will be a flat tax that is a  social security tax on the pay-stub of workers and social security administration in the books of the treasuries of least developed countries. 
79. The terms of taxation for each territory to be placed under the social security system, including any alteration or amendment, shall be agreed upon by the states directly concerned, taking into consideration the donor classification in Art. 77(1)(c) and the mandate to wealthy Member Nations for contributions totaling 0.7% of GDP or 1% of GNI.  To avoid dependency 33% of administration shall be paid to national governments in taxes that shall administrated for local projects approved by the people. 
80. 1. Except as may be agreed upon in individual taxation agreements, made under Articles 77(1)(c), 79, and 81, placing each wealthy territory under the taxation system, without altering in any manner the rights whatsoever of any states or any peoples or the terms of existing international instruments to which Members of the United Nations may respectively be parties. 

2. Paragraph 1 of this Article shall not be interpreted as giving grounds for delay or postponement of the negotiation and conclusion of agreements for placing least developed nations and other needy territories under the social security system as provided for in Article 77(1)(a). 
81. The taxation agreement shall in each case include the terms under which the wealthy territory will be collected and designate the authority which will exercise the collection of taxation of the developed nation. Such authority, hereinafter called the tax authority, may be one or more states or the Organization itself. 
82. There may be designated, in any administrative agreement, a regional area which may include part or all or a collection of impoverished territories to which the social security agreement for the payment of benefits to poor individuals applies on the basis of the national poverty line. 
83. 1. All functions of the United Nations relating to administrative areas, including the approval of the terms of social security agreements and of their alteration or amendment shall be exercised by the Parliament. 

2. The basic objective in Article 76 shall be applicable to the people of each region. 

3. The Parliament shall, subject to the provisions of the trusteeship agreements and without prejudice to security considerations, avail itself of the assistance of the Security Council to perform those functions of the United Nations under the taxation system relating to political, economic, social, and educational matters in strategic areas.
84. It shall be the duty of the administering authority to ensure that the Member State shall play its part in the maintenance of international social security. To this end the administering authority may make use of volunteer forces, facilities, and assistance from the territory in carrying out the obligations to poor individuals in this social security tax undertaken in this regard by the administering authority.
85.1. The functions of the United Nations with regard to taxation agreements for all areas not designated as regional, including the approval of the terms of the taxation agreements, the apportionment of benefits in the commonwealth, and of their alteration or amendment, shall be exercised by the Parliament. 

2. The Committee on Contributions, shall assist the Parliament in carrying out these functions. 
Art. 64 Human Rights Council

Chapter XIII Trusteeship Council Arts. 86-91 is amended as ordered in the Outcome Document of the 2005 World Summit of 22 September 2005 that called for the Human Rights Commission to change their name to the Human Rights Council and adopt a parliamentary function.  The Human Rights Council was established in General Assembly Resolution A/60/251 of 3 April 2006.  

COMPOSITION
86.1. The Human Rights Council shall comprise between 30 and 50 members, each serving for a period of three years, to be elected directly by the General Assembly, by a two thirds majority. In establishing the membership of the Council, due regard shall be given to the principle of equitable geographical distribution and the contribution of Member States to the promotion and protection of human rights;

 

2. Those elected to the Council should undertake to abide by human rights standards in their respect for and protection and promotion of human rights, and will be evaluated during their term of membership under the review mechanism, unless they have been evaluated shortly before the start of their term in the Council.

RESPONSIBILITY

87. The Council will be the organ primarily responsible for promoting universal respect for and observance and protection of all human rights and fundamental freedoms for all, without distinction of any kind and in a fair and equal manner, recognizing their indivisible, inalienable and interrelated culture.  The treaty bodies the Council reviews are:

a. High Commissioner of Human Rights 

b. Council on Human Rights

c.  Committee on Migrant Workers

d.  Committee on Economic, Social and Cultural Rights

e.  Committee on the Elimination of Discrimination against Women

f.   Committee on the Rights of the Child

g.  Committee on the Elimination of Racial Discrimination

h.  Committee against Torture

FUNCTION

88. The Council will be:

1. The forum for dialogue on thematic issues relating to all human rights and fundamental freedoms and make recommendations to the General Assembly for the further development of international law in the field of human rights;

2. To promote international cooperation to enhance the abilities of Member States to implement human rights commitments, including international norms and standards, and the provision of assistance by the Office of the United Nations High Commissioner for Human Rights to Member States, at their request, through programmes of advisory services, technical cooperation and capacity-building;

3. Promote effective coordination and the mainstreaming of human rights within the United Nations system, including by making policy recommendations to the General Assembly, the Security Council, the Economic and Social Council and other United Nations bodies. The Council should also work in close cooperation with regional organizations in the field of human rights;

4. Evaluate the fulfillment by all States of all their human rights obligations, in particular under the Charter and the Universal Declaration of Human Rights. This procedure will not duplicate the reporting procedures being carried out under the human rights treaties;

5. Address any matters or situations related to the promotion and protection of human rights, including urgent human rights situations, and make recommendations thereon to the Member States and provide policy recommendations to the United Nations system and petitioners.
VOTING

89.1. Each member of the Council shall have one vote.  

2. Decisions of the Council shall be made by a majority of the members present and voting.















PROCEDURE

90.1. The Council shall adopt its own rules of procedure, including the method of selecting its High Commissioner. 

2. The Council shall meet as required in accordance with its rules, which shall include provision for the convening of meetings on the request of a majority of its members. 

91. 1. The Council shall submit an annual report to the General Assembly. 

2. The Council shall, when appropriate, avail itself of the assistance of the Economic and Social Council and of the specialized agencies in regard to matters with which they are respectively concerned.  

3. The arrangements made by the Economic and Social Council for consultations with non-governmental organizations under Article 71 of the Charter shall apply to the Council. 
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